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ABSTRACT 
 
Kirsimarja Blomqvist 
Partnering in the Dynamic Environment: The Role of Trust in Asymmetric Technology 
Partnership Formation  
Lappeenranta, 2002 
296 p., 10 Appendixes 
 
Acta Universitatis Lappeenrantaensis 122 
Diss. Lappeenranta University of Technology 
ISBN 951-764-638-0 
ISSN 1456-4491 
 
The purpose of this study was to increase the understanding of the role and nature of trust in 
asymmetric technology partnership formation. In the knowledge-based “learning race” 
knowledge is considered as a primary source for competitive advantage. In the emerging ICT 
sector the high pace of technological change, the convergence of technologies and industries as 
well as the increasing complexity and uncertainty have forced even the largest players to seek 
cooperation for complementary knowledge and capabilities. Small technology firms need the 
complementary resources and legitimacy of the large firms to grow and compete in the global 
market place. Most of the earlier research indicates, however, that partnerships with asymmetric 
size, managerial resources and cultures have failed. A basic assumption supported by earlier 
research was that trust is a critical factor in asymmetric technology partnership formation.  
 
Asymmetric technology partnership formation is a dynamic and multi-dimensional process, and 
consequently a holistic research approach was selected. Research issue was approached from 
different levels: the individual decision-maker, the firm and the relationship between the parties. 
Also the impact of the dynamic environment and technology content was analyzed. A multi-
theoretical approach and a qualitative research method with in-depth interviews in five large ICT 
companies and eight small ICT companies enabled a holistic and rich view of the research issue.  
 
Study contributes on the scarce understanding on the nature and evolution of trust in asymmetric 
technology partnership formation. It sheds also light on the specific nature of asymmetric 
technology partnerships. The partnerships were found to be tentative and the diverse strategic 
intent of small and large technology firms appeared as a major challenge. The role of the 
boundary spanner was highlighted as a possibility to match the incompatible organizational 
cultures. A shared vision was found to be a pre-condition for individual-based fast trust leading 
to intuitive decision-making and experimentation. The relationships were tentative and they were 
continuously re-evaluated through the key actors’ sense making of the technology content, 
asymmetry and the dynamic environment. A multi-dimensional conceptualization for trust was 
created and propositions on the role and nature of trust for further research are given. 
 
Keywords: trust, technology, asymmetry, partnerships, partnership formation, evolution of trust, 
small technology firms, large technology firms, knowledge-based competition, dynamic 
environment, ICT sector 
UDC 65.012.65 
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1 INTRODUCTION TO THE STUDY 
 
I began this journey in the early 1990’s wanting to know how small and innovative technology-
based firms could grow and internationalize. From my practical working experience1 with small 
technology-based firms it seemed that most small firms with technological knowledge and 
potential for competitive edge faced major problems. They lacked the resources and skills needed 
for growth and internationalization. When they were young they also seemed to lack legitimacy. 
It seemed necessary for these young companies to cooperate with large and resourceful partners, 
which could offer complementary resources and e.g. market access through their sales channels. 
However, there were not many partnerships between small and large technology firms. It soon 
became evident that the first task for the small firms was to gain the potential large partners’ 
trust. Therefore I got interested in trust and especially in the soft side of trust, as the young and 
small technology-based firms had no notable track record. The more I learned of trust, the more 
intriguing an issue it seemed, and worth studying in its own right. 
 
From 1999 onwards I have had a chance to view partnership formation and trust creation from 
the point of view of a large ICT company. The world had become so uncertain and complex that 
also large firms needed small firms to complement their knowledge and to increase their 
flexibility. A more equal and potentially mutual dependence had evolved. However, in addition 
to studying the role and nature of trust, the context of asymmetry and technology seemed to 
require a closer analysis, since the relevant theoretical discussion and related models on 
partnership formation did not fully explain nor predict asymmetric technology partnership 
formation. 
 
1.1 Why to Study Trust in Asymmetric Technology Partnership Formation? 
 
It seems that even though interfirm cooperation has almost become a norm in business conduct 
and even though increasingly extensive cooperation can be found…”the majority of studies of its 
outcomes point to the very considerable difficulties in gaining mutually satisfactory outcomes 
amongst the partners” (Dodgson 1994, 287). According to recent studies 94% of the technology 
executives believed that alliances were becoming more critical to their strategy yet every second 
alliance turns out to become a failure (Kelley et al. 2002). Partnerships may have become so 
highly legitimate managerial tools that in practice their usage may not always be considered 
thoroughly. Many failures and unrealized expectations concerning the alliances indicate that 
strategic alliances and partnerships may not be utilized to their full potential. It may be that 
partnerships are accepted as a legitimate tool in the business and are not given enough thought2. 
As a result it may well be that firms with little or no experience on cooperation experiment the 
strategic alliance or partnership mode without relevant capabilities, managerial analysis and 
planning. 

                                                 
1 Whilst working as a project manager for Export Cooperation Project in the Ministry of Trade and Industry in 1989-
1991 and corporate analyst for Regional Development Fund in 1996-1998 I had a chance to discuss growth and 
internationalization with over 200 small and medium-sized companies.  
2 Granovetter (1998, 79) notes that once a strategy is accepted in the firm, it becomes highly legitimate and likely to 
be pursued. There are such strategic management “hits” that are first adopted by leaders in the field and then become 
dominant strategies by imitation. Subsequently the followers may adopt them yet analyse their specific situation 
much less leading to non-satisfactory results. See also Doz and Hamel 1998. 
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The Role of Asymmetry in Asymmetric Technology Partnership Formation 
Theoretically it could well be expected that complementary small and large technology based 
firms’ (asymmetric1 partners’) differences could be leveraged for a common good. 
Complementary knowledge is generally regarded as a source for competitiveness (Burt 1992, Doz 
and Hamel 1998, Powell 1998, Nahapiet and Ghoshal 2000). At its best, the partners gain; a large 
firm has financial resources, established distribution systems and marketing management know-
how, and a small firm has dynamic capabilities and innovative products and services to 
complement the large partner's product development and research or product range. Thus 
partnerships between small and large technology based firms can be seen as vehicles to bring 
together the complementary skills and talents which cover different aspects needed for innovation 
in the highly dynamic industries. A positive impact of cooperation on competitiveness has been 
demonstrated (e.g. Forrest and Martin 1992, Segers 1992, Kotabe and Swan 1995).  
 
Regardless of all these potential gains, the theoretically sound idea of small and large technology 
firm partnering might be difficult to realize in practice. Uncertainty and complexity characterize 
exchanges between a small technology firm and its large partner. Rapid changes and high risks 
concerning technological success and economic rewards are typical. Perceived or assumed 
dissimilarities in values, goals, time-horizon, decision-making processes, culture and logic of 
strategy imply for barriers to cooperation to evolve (see Doz 1988, Schein 1992, Doz and Hamel 
1998, Kelley et al. 2002). Many (or most) of the research results indicate that partnerships with 
asymmetric size, managerial resources, finances, technical resources, values and culture, and 
tolerance for losses and risks have been less successful (Harrigan 1988, Hladik 1988, Oakey 
1993, Bucklin and Sengupta 1993, Doz and Hamel 1998). Doz (1988, 332) describes the 
differences of large and small technology-based firms: "The two organizations are quite different, 
have no common language, no way to comprehend each other's operating mode, and no 
understanding of managers' roles and positions in the other organization. Given these differences 
in starting points, an unprepared interface might lead to disastrous results." 
 
The Role of Trust in Asymmetric Technology Partnership Formation 
Trust – or the lack of it – is usually mentioned as one of the “make-or-break” factors in 
partnerships (Gambetta 1988, Varghese and Farris 1999, Ariño et al. 2001). However Luo (2001) 
proposes that there is no adequate understanding of the ways in which personal attachment is 
established (and how it affects the performance of international cooperative ventures). Even 
though the research on trust has become popular, there is still confusion about the concept itself 
and many researchers’ approach to trust has been partial. Ring (2000), Koenig (1995) and Kelley 
et al. (2002) note that in the past the research on the informal processes leading to inter-
organizational cooperation has been somewhat ignored. According to Ring (2000) research on 
early dynamics of partnership formation process is also scarce and there are more studies on 
alliances that have come to being (negotiations have not failed). Ring concludes (2000) that …“ 
we have to open up the “black box” of alliance creation processes and shed more light on task, 
team and time issues. We need more comparative assessments of alliances and of the processes 
by which they are created and managed.” From the point of view of learning, Powell (1998) and 
von Krogh et al. (2001) also argue that we still do not know what characterizes social 
relationships enabling effective development of knowledge.  

                                                 
1 Later in this thesis asymmetry is defined as “difference in resources, capabilities and power as well as management 
and organizational culture of actors” (Blomqvist 2001). 
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Young-Ybarra and Wiersema (1999) point out the lack of research on the relationship between 
cultural similarities and trust in strategic alliances. Also in a recent dissertation on social capital 
in new-technology based firm relationships Yli-Renko (1999) suggests further research on where 
social capital1 comes from and how its development can be fostered. In this thesis the nature and 
role of trust will be discussed in the specific context of asymmetric technology partnership 
formation in the emerging ICT sector where the role of trust is expected to be especially critical. 
 
The Role of Technology in Asymmetric Technology Partnership Formation  
The emerging ICT industry2 serves as an illustrative context for a high-velocity environment and 
fast pace of technological development in this thesis. Due to convergence, de-regulation and 
blurring industrial boundaries the telecom and information technology industries are going 
through a major transformation. Technological development is uncertain, as potentially disruptive 
technologies may change the direction of the emerging markets. Innovative small firms providing 
value-add content or specialized telecommunications software establish partnerships with each 
other’s and with incumbent players. Increasingly also large incumbent players look for innovative 
partners to complement their products and services. 
 

Technological,  market and
regulatory  uncertainty

Interconnectedness

Transparency

Technological change
• Internet and mobility

• standardization and  convergence

Information networks

Global competition

ComplexityUncertainty and complexity

Global network economy

Pace of technological change

© K. Blomqvist 2001

 
 

Figure 1. Drivers for the Knowledge-based Competition in the ICT Sector 
 
In Figure 1 the drivers for knowledge-based competition are illustrated (for more in-depth 
discussion, see chapter 5.1). The Internet and mobility can be seen as the major technological 
driving forces. The major forces characterizing knowledge-based competition can be compressed 
to high pace of technological change, global network economy as well as uncertainty and 
complexity. The other characteristics, inter-related to each other, are the information networks 
enhancing transparent markets, interconnected and global competition. Technological, market 
and regulatory uncertainty enhance the complexity created primarily by fast pace of technological 
change. The nature of this environment is critical to understand and interpret the managerial 
reality and related challenges due to uncertainty and complexity. 
 
 

                                                 
1 Social capital is a broader concept, comprising also norms and relationships in addition to trust (Putnam 1995). 
2 The emerging ICT industry and the Finnish ICT industry are described in the Appendix I. 
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1.2 Research Gap and Purpose of the Study  
 
Technological cooperation in the emerging ICT sector, asymmetry, trust and relationship 
dynamics in partnership formation create a rather complex research setting. Technological 
cooperation as such has been researched widely yet the asymmetric technology partnerships in 
the highly dynamic environment to a lesser degree. Diverse and complementary nature of 
knowledge has been identified as critical for the knowledge-based competition. In previous 
research there are several notions on the incompatibility of small and large technology firms yet 
no further investigation on the nature of asymmetry and its impact on partnership formation. Also 
the managerial implications of how to overcome the asymmetry have been scarce. In recent year s 
the research on trust has proliferated yet there has not been a consensus on the conceptualization 
of trust. The early relationship dynamics and informal processes in partnership formation have 
also been left for lesser attention. Also, to my knowledge the empirically based research on the 
nature and dynamics of trust in asymmetric technology partnership formation is scarce or non-
existent. 
 

The purpose of this study is to increase understanding of 
the role and nature of trust in asymmetric technology partnership formation. 

 
As a result of the study a process model on the asymmetric technology partnership formation and 
the role and nature of trust in this process is created. The model and the key concepts are 
compared to the a-priori model. Propositions on the role and nature of trust in asymmetric 
technology partnership formation are presented. 
 
1.3 Conceptual Issues: Partnership Formation, Asymmetry, Technology and Trust 
 
Partnership formation, asymmetry, technology and trust are the focal concepts in this study. 
Technology as such is a challenging concept. Asymmetry has earlier had a specific connotation 
among economists, but in this thesis a special meaning is created for it. Trust in its every-day 
sense is familiar to all, yet every person perceives the role and meaning of trust differently. The 
meaning and conceptualization of these key concepts is discussed here. 
 
There is no consensus on the definition of partnerships, as partnering spans a continuum of 
working relationships from transactional relationships to very strong collaboration with an equity 
stake. The spectrum of agreement types also varies from subcontracting and licensing over joint 
ventures and strategic alliances to consortia and acquisitions (Segers 1992, 4). In the definition 
for strategic technology partnership the technology, a common objective and long-term effects on 
product-market positioning of the participating firms must be included (see Sharma 1993 and 
Hagedoorn and Schakenraad 1994). In this thesis partnerships are used as synonyms to alliances 
and inter-organizational relationships. By partnership formation is meant that the negotiating 
parties reach a formal or informal agreement to cooperate. Hence we do not refer here to the later 
outcomes of an established relationship, but only to the parties' commitment to the partnership so 
that the partner selection and verbal or written contract takes place. The partnerships discussed 
here do not involve a separate entity, most often referred to as a joint venture. Whether the 
partners own each other’s shares or not (equity/non-equity partnership) is not defined in advance.  
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A typical case is a partnership between a large ICT company and a small software supplier. The 
small software firm supplies the large firm with state-of-the-art skills and capabilities used for 
cooperative R&D and software applications, which become part of the large company’s systemic 
product. It describes the dyadic relationship formation where small technology based firms 
exchange their special technological knowledge and skills for additional resources and 
distribution provided by large firms. 
 
Asymmetry means a non-symmetrical situation between the actors. Usually the term is related to 
economists’ discussion on asymmetric information in e.g. the principal-agency approach 
(Fransman 1998, 157). Another theme commonly related to asymmetry is power, which is closely 
linked to company size. Small1 technology firms may have 5 employees and large corporation 10 
000 or 70 000 employees. Thus the small firm may be a start-up with very little income. Its large 
partner again may be a globally operating incumbent firm with major turnover. In many senses 
they are almost opposites (see chapter four). Here asymmetry is used to mean that the parties are 
heterogeneous and possess diverse knowledge bases. Asymmetry manifests also in corporate 
culture and management. As a result of this study, in chapter four the asymmetry will be defined 
as “difference in resources, capabilities and power as well as management and culture of 
actors” 
 
In high tech industries new technologies emerge at a rapid pace making older ones obsolete. 
Usually product life cycles are short and high tech products are therefore young. Räsänen (1994, 
29) has characterized high-tech product dimensions along the continuums of knowledge-
intensity, technology and complexity. High risks concerning technological success, 
commercialization and economic rewards are common (see e.g. Meldrum 1995, 46-48). These 
characteristics are typical for industries such as information technologies and 
telecommunications. In the empirical part the companies studied are either specialized small 
software suppliers or large ICT companies, e.g. integrators, telecom service providers, computer 
or mobile phone manufacturers. 
 
Technology has been defined as “a study of techniques (tools) as a system affecting a number of 
factors or as value with regard to some subject” (Drejer 1997, 259-260). John et al. (1999, 79) 
view technology as “scientific knowledge applied to useful applications.” Day and Schoemaker 
(2000,2) define technology as “the process of transforming basic knowledge into useful 
application.” They further define technology as “a set of discipline-based skills that are applied 
to a particular product or market.” The term technology can also be used to refer concrete 
equipment e.g. electronics or processes. These can however be seen as embodying the individual- 
and organizational knowledge. In line with Day and Schoemaker (2000), John et al. (1999) and 
Metcalfe and James (2000) technology is approached from the knowledge and learning aspects 
of the term. In the analysis of the interviews and the turbulent context of ICT industry this 
approach seems very natural. Thus technology in the ICT industry is defined as “the capability to 

                                                 
1 According to EU classification a small or medium-sized firm is defined as employing less than 250 employees, and 
which has a turnover less than 40 Milj.EUR. A small firm is seen as employing less than 50 employees and having a 
turnover less than 7 Milj.EUR (Tekes SME Definition 2001). In reality the studied small technology based firms are 
often much smaller, often of micro size, employing even less than 10 employees. According to the same source the 
large corporations are those employing more than 500 employees. In addition to turnover and employees there are 
many qualitative factors creating the small and large technology firm heterogeneity (see chapter four for more on the 
topic). 



 
 

 

6

create new combinations of the existing technological knowledge, absorb new complementary 
knowledge and apply this in the creation of useful applications.” This way technology is defined 
broadly and no stance is taken on how difficult it is to learn or imitate nor how much competitive 
edge such technological knowledge offers. The definition describes the perplexing situation many 
(small) software suppliers face. They may not have any definable and specific technology to gain 
competitive edge, but are able gain competitiveness in choosing, testing and implementing 
efficiently new software technologies, which are widely available. When they have made a choice 
they must be able to learn and implement the chosen software fast in their processes, projects and 
potential products and services1. This definition also underlines the importance of learning 
processes, creativity and implementation. Due to the tacit nature of technological knowledge, 
technology transfer is challenging and absorptive capability2 and flexibility is demanded also 
from the recipient.  
 
Trust is defined as "actor's expectation of the other party's competence and goodwill"(Blomqvist 
1997). It is believed that in the business context both competence and goodwill levels are needed 
for trust to develop. The relevant competence (technological knowledge, skills and know-how) is 
a necessary antecedent and base for trust in professional relationships, especially so in the 
asymmetric technology partnership formation where the complementary technological knowledge 
and resources are among the key motives behind cooperation. Signs of goodwill (moral 
responsibility and positive intentions toward the other) are also necessary for the trusting party to 
be able to accept risk and a potentially vulnerable position. Positive intentions appear as signs of 
cooperation and partner’s proactive behavior. The behavioral dimension of trust has also been 
emphasized (e.g. Bidault 2000). Social capital is a closely related concept to trust. Putnam (1995, 
66) defines social capital as “the features of social organization such as networks, norms, and 
social trust that facilitate coordination and cooperation for mutual benefit.” In comparison to 
trust, social capital is a broader concept comprising also relationships and norms. 
 
The presented conceptualizations will be further discussed in the light of the empirical reality in 
the thesis. The nature of partnership formation, asymmetry, technology and trust will all be 
analyzed and given their specific meaning in the in-depth discussion in the relevant chapters.  

                                                 
1 It is quite clear that no single technology provides the software suppliers withcompetitive edge. Most of the 
software can be bought from a store or even acquired free from the Internet. The technological change is fast and 
new tools and software versions are frequently launched. Therefore software technology is neither concrete nor 
stable. 
2 See Cohen and Levinthal 1990. 
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2 RESEARCH DESIGN 
 
In this chapter the basic assumptions behind the research problem as well as the research 
questions are delineated. The subsequent research methodology is discussed from philosophy of 
science to related methodological approach and data gathering. A multi-theory research 
perspective drawing from several research traditions is introduced. The validity and reliability are 
discussed. Finally the structure of the thesis is illustrated.  
 
2.1 Basic Assumptions and Research Questions of the Study 
 
In this subchapter the basic assumptions leading to the research questions are discussed. The 
basic assumptions are related to the increasing need for organizations to cooperate for 
competitiveness and the role of trust in this process. 
 
Since the early 1990’s there has been an increased interest in the theory of the firm. One of the 
latest approaches is the knowledge-based view of the firm suggesting that knowledge is the key 
competitive asset (Nonaka 1994, Grant 1996, and Teece 2000). Global competition and the 
continuous search for efficiency call for strong focus on core competencies (Prahalad and Hamel 
1990), yet specialization both at organizational and individual level results in deep but narrow 
knowledge. Because of the increasing pace of technological change and convergence the 
innovations in the ICT sector are increasingly complex and demand inter-disciplinary knowledge 
bases. Partnerships are valuable both in knowledge creation for technological development and 
for extracting value of that development. In knowledge-based competition, where specialized 
knowledge is a primary source for value and profit, the ability to leverage also external 
knowledge and resources through inter-organizational cooperation and partnerships becomes 
critical. The knowledge-based global competition becomes increasingly a learning race (Powell 
1998). Thus the first basic assumption for this thesis is: 
 
Fast pace of technological change and the knowledge-based competition increases the 
importance of inter-organizational cooperation. 
 
Complementary partnerships are believed to be a key element both in knowledge creation for 
technological development itself and in leveraging the value of technological knowledge (see e.g. 
Ford 1998b). If similar kind of organizations join their forces, they may be able to reach a wider 
scale, but in order to innovate and create new knowledge, fusion of different kinds of knowledge 
is needed. Leverage of critical information from internal and external sources has been seen as 
critical in building organizational knowledge for innovation, as organizational learning is 
expected to depend on the acquisition and absorption of diverse bases of knowledge (Hamel 
1991, Pisano 1990 and Miles et al. 2000). Asymmetric partnerships, i.e. small innovative and 
specialized software suppliers and large resourceful technology-based companies may induce the 
network benefits, i.e. both scale and scope. Complementary companies are able to focus on their 
core competencies and simultaneously leverage external knowledge and resources to complement 
their knowledge and resource base. Potentially the focus on core competencies enables relatively 
stronger competitiveness (cumulative learning, focused use of critical resources) and ability to 
gain synergistic benefits and scale by leveraging different knowledge bases and networks. The 
second basic assumption is: 
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Asymmetric partners with diverse knowledge bases may increase their competitiveness through 
synergistic benefits. 
 
Miles et al. (2000) point out that the ability to collaborate is a meta-capability for innovation and 
innovation cannot be managed hierarchically because it depends on knowledge being offered 
voluntarily rather than on command. Thus knowledge creation is social in nature, social exchange 
is a core process in knowledge creation and also friction is always part of social organizing 
(Brown and Duguid 1998). Therefore, the third basic assumption is: 
 
A critical organizational capability in the knowledge-based competition is the ability to establish 
partnerships (to leverage complementary external knowledge and resources). 
 
Miles et al. (2000) argue for mutual and voluntary communication based on trust being critical 
for knowledge creation and subsequent innovation. Nonaka and Takeuchi (1995) also stress the 
importance of common values, goals and strong relationships in knowledge creation. Ståhle 
(1998, 85 and 86) approaches the same issue from the system theory. She explains the mutual 
interdependence of individuals and organizations in a system1 by noting that actors always belong 
to social systems, but they may actualize only by relating to others. Subsequently the final basic 
assumption is that in order to create and transfer knowledge, the social actors need to be able to 
connect and for this they need to create trust2. The role of trust may be assumed to be especially 
important in asymmetric technology partnerships, where complementary actors with different 
characteristics share knowledge. Complementary actors with different characteristics are denoted 
as asymmetric, i.e. “difference in skills, capabilities and power as well as management and 
organizational culture of actors” (see earlier discussion on asymmetry in subchapter on 
concepts). The diverse organizational culture and firm-specific heterogeneity impede natural 
shared understanding and prediction. Mutual trust increases predictability and the partners’ 
capability to create shared understanding. The final basic assumption is: 
 
Trust may be a key enabling factor for asymmetric technology partnership formation. 
 
Now, when the logic and basic assumptions for this thesis have been delineated, the basic 
research question may be stated as: 
 
What is the Role of Trust in Asymmetric Technology Partnership Formation? 
 
The sub-questions (from a more general to the most specific one) may be summarized as follows: 

1. What are the critical phases and factors in asymmetric technology partnership 
formation? 

 
2. What is the role of asymmetry in asymmetric technology partnership formation? 

 
3. What is the role of technology in asymmetric technology partnership formation? 

 

                                                 
1 Conceptualized also as “double contingency” (Luhmann 1995, 118). 
2 The process and dynamics in trust creation will be discussed more depth later. 
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4. What is the role and nature of trust in asymmetric technology partnership 
formation? 

 
The first sub-question will be answered first based on the earlier empirical research on critical 
factors and phases in partnership formation. A general model on partnership formation process 
with critical factors and phases is drafted in subchapter three. Another context-specific model on 
asymmetric technology partnership formation will be drafted in chapter seven based on the 
empirical interviews and conceptual tools from the multi-theoretical framework. The suitability 
of the a-priori model will be compared to the asymmetric technology partnership formation in he 
chapter eight. 
 
The second sub-question will be answered in the chapter four, where a dynamic-capability 
framework is created to analyze the heterogeneous characteristics in small and large technology 
firms and the resulting asymmetry. The results are synthesized as compatibility and 
incompatibility in asymmetric technology partnerships and the subsequent critical factors. 
 
The third sub-question will be answered in the chapter five, where the role of technology is 
divided into the characteristics of the knowledge-based competition, nature of technological 
knowledge and nature of technology-based firms. The results are synthesized as the technological 
factors that drive small technology firm propensity and large technology firm propensity to 
establish asymmetric technology partnerships and finally as those technological factors that are 
mutually favorable i.e. that drive both partners’ propensity to establish asymmetric technology 
partnerships. 
 
The fourth sub-question on the role and nature of trust in asymmetric technology partnership 
formation will be analyzed first in the chapter six, which summarizes the present theory on trust 
and analyzes also the role of trust in asymmetric technology partnership formation. Trust is 
divided into the meaningful components and conceptualized in this specific context. The nature 
of trust and the evolution of trust will be further analyzed in the chapter seven, which synthesizes 
the empirical and theoretical findings on the role of trust in asymmetric technology partnership 
formation.  
 
The research problems are in line with Möller and Wilson’s recommendations (1995a, 24) on 
“What is essential for understanding an interaction relationship?” They recommend that the 
motivation (1) why firms engage in relational exchange should be analyzed. Secondly the actions 
and processes (2) that constitute the relationship are of interest. The knowledge of the 
organizations and their representatives (3) carrying out the actions as well as the context (4) in 
which the dyadic relationship begins and operates must be analyzed. Möller and Wilson further 
develop taxonomy of factors (environmental context, task characteristics, supplier and buyer 
characteristics, interaction processes and outcome factors) in buyer-seller interactions and thus 
offer a number of perspectives from which interaction can be approached.  
 
This research focuses on technology cooperation between small and large firms. The sector 
studied is the emerging ICT sector where information and communications technologies are 
converging with the digital media industry. The emerging nature of the industry as well as the 
related complexity and uncertainty in the environment has given a specific context to the study. 
The nationality of the firms is the same, i.e. the individual actors in the partnering firms are 
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Finns, and thus the impact of the national culture is not studied.  
 
Firms with heterogeneous capabilities, skills, organizational culture and power are studied. More 
specifically, the role and nature of trust in the asymmetric technology partnership formation 
process is analyzed. Timely the focus is in the early phase of cooperation, i.e. the partnership 
formation process. Therefore later partnership management is left for lesser attention. The 
technology and asymmetry involved create a context where the role of trust is pertinent. Because 
the phenomenon of asymmetric technology partnership formation in the emerging ICT sector is 
both complex and rather new, an explorative approach seems appropriate. Therefore the 
contribution of the thesis would consist of first-level theory as propositions and conceptual 
models.  
 
2.2 Research Approach 
 
The philosophy of science seems to be at a paradigmatic turning point. There is vivid discussion 
on the quality of science: what criteria define the quality of science and what the scientific 
process should be like (Guba and Lincoln 1994, Niiniluoto 1997, Stake 1995, Raunio 1999, and 
Töttö 1999). The positivistic approach originating from natural sciences remained long the most 
common approach. The logical analytical approach (Niiniluoto 1997) and even the so-called 
“humanistic science approach” (Raunio 1999) have gained increasing interest and acceptance. 
Raunio (1999, 275) characterizes the humanistic approach as one studying social reality through 
the meanings given by the social actors themselves1. Thus the human perception and related 
processes as such are of interest (Syrjälä et al. 1996). According to this humanistic science 
approach the qualitative analysis has sometimes been described as “a fairly free approach, where 
the subject is described quite liberally based on qualitative observation” (Eskola 1973, 53). 
Extensive descriptions are used to elaborate the respondents’ worldview and context (Syrjälä et 
al. 1996). Conclusions are drawn as identified patterns, explanations and propositions. The 
conceptual models will be based on earlier theory, in-depth interviews, mini-cases, reflection and 
analysis (Lave and March 1975). Empirical verification of the propositions is left for further 
studies. 
 
Philosophical Point of Departure 
The philosophical point of departure to science lies between the analytic approach (Niiniluoto 
1997) and the humanistic approach (Raunio 1999). According to Niiniluoto (1997, 59) an 
analytic approach is not based only on criteria derived exclusively from exact sciences. Human 
beings are seen as actors and they are studied from a social perspective. According to this view 
human perception is seen as critical to understand and interpret. Managerial perception is seen as 
critical to understand yet the knowledge is always context-specific. Therefore it has been 
important to try to understand and interpret the managerial context and basic assumptions. It is 
for the researcher to interpret the managers’ stories and tie these into a larger framework. The 
conceptual framework offering the conceptual tools for interpretation is derived from earlier 
theory and research. Researchers both discover and construct knowledge.  
                                                 
1 Raunio (1999, 278-279) characterizes the human approach e.g. with the following features: 1) close and empathetic 
interaction between the researcher and the research object; 2) interest in subjective meanings and micro-level 
interaction, 4) holistic approach to the research object in its context, 5) interest in complex social interaction rather 
than in linear causal relationships, 6) social reality is seen as dynamic and changing, not static and 9) focusing on 
theory building and not on theory testing.  
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The humanistic science approach can easily lead to less rigorous and subjective interpretations. 
However, also in qualitative research the clarity of argumentation is a criterion for high quality. 
Good thinking, analysis and synthesis are critical components of all good science. It is agreed that 
the information gathering must be objective, autonomous, public and critical. Also, the purpose 
of any scientific endeavor is to increase our knowledge base i.e. the incremental new findings 
shared with the research community and management.  
 
Ontological and Epistemological Assumptions 
The researchers’ own ontological assumptions (assumptions on reality and human actors) on 
human nature and managers, as actors are not always clearly stated. However, it is essential to 
state researchers’ basic assumptions and orientation explicitly as they have an impact on the 
chosen research methods and results (Easton 1995, 416). Human beings create their realities in 
order to make their world intelligible. They are able to give meaning to their doings. It may not 
be possible to measure this meaning, but it can be understood and explained by giving room to 
the actor’s awareness and the context (Uusitalo 1991, 79). Humans are social actors living in a 
world of symbolic significance and interpreting the world around them. Managers as human 
actors operate in an organization, which can be seen as a system. Partnering organizations (a 
dyad) create a more complex system, which is the focal activity system of this study1. Shared 
reality remains a subjective construction in contrast to objectivist approaches where only the 
external, accurately observable and measurable is perceived as reality. In the subjectivist-
objectivist continuum my personal approach is little closer to the subjectivist end rather than the 
objectivist and natural school approaches (Morgan and Smircich 1980, 492). Humans actively 
affect on their own lives and e.g. the organizational culture. Therefore they also develop through 
their experiences and the social context.  
 
From the epistemological point of view (theory of the nature and origin of knowledge and 
understanding) truth is seen as a social construction or a pattern of meanings given by different 
subjects involved in human action and interaction (see also Arbnor and Bjerke 1977). It is seen as 
value-based, person-specific and depending on experience. Therefore truth is seen as subjective 
depending on the respondent’s experiences and ability and willingness to interpret the world. 
Humans are perceived as boundedly rational (Simon 1957) meaning that they often intend to act 
rationally, but their capacity to do so is limited. Limitations of the human mind are psychological, 
social and organizational. Therefore he is not only a homo economicus but also a homo 
psychologicus (see Fransman 1998, 160). Because of this, humans may see the same situation 
differently and therefore the rationality and action depends on the individual making the 
judgment. Both economic and social processes are of interest and interact in the social and 
economic life of the actors. 
 
According to this view of the world the researcher is able to increase the understanding of the 
phenomenon in open and trusting interaction with the research subject. If s/he is able to 
understand and empathize with the research subjects, s/he may be able to create knowledge 
through analysis and synthesis that has also wider applicability. However, generalization is not 
possible in the same sense as in the positivistic research. In the qualitative research the 
                                                 
1 Spender (1996, 58) suggests that in order to discover systemic aspects we have to “begin our analysis with what is 
before us, plotting the boundaries of the focal activity system, probing its components, immersing ourselves in the 
processes in order to discover its systemic aspects”… and “with insider’s knowledge of its meaning, do we begin to 
comprehend the dynamics of system interactions with other quasi-objects and with the broader environment…” 
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knowledge based on subjective worldview may be generalized mainly through analytical 
generalizations (Yin 1989). 
 
2.3 Qualitative Research Methodology 
 
Since the role and nature of trust in asymmetric technology partnership formation has not been 
studied earlier, this study could be labeled also as explorative. However, the study has also 
descriptive and even explanatory characteristics (Yin 1989, 15). Qualitative methods may be 
used to describe the phenomenon (What?) and explain the issue (How?). The qualitative method 
offers a chance to develop increased understanding of a complex and multi-dimensional 
phenomenon in a specific context.  
 
According to Eisenhardt (1989a) and Uusitalo (1991) case studies are appropriate for description, 
testing a theory and for generating new theory. Qualitative research has been also described as 
understanding the world conceptually (Suoranta 1996). The theory from case studies may be 
concepts, a conceptual framework, propositions or possibly a first level theory. The theory-
building process relies on past literature and empirical observation or experience as well as on the 
insight of the theorist to build incrementally more powerful theories (Eisenhardt 1989a). Also in 
this study multiple cases are used for theory construction as each case has been added to confirm 
or confront findings of a preceding case. According to Johnston et al. (1999, 209) the 
fundamental goal of conducting multiple-case studies is to assembly the theory-supporting 
evidence from each case, and an overall assessment of the contrasts and paradoxes in the data is 
crucial.  
 
Multi-theoretical Research Perspective 
Strategic partnering between small and large technology firms is a complex issue. From the small 
technology-based firm’s point of view the problem is very much the growth of the firm, 
internationalization and lack of sufficient resources. For the large technology-based firm the 
resources are also a relevant and strategic issue, but in the sense of where the boundaries of the 
firm should be drawn or what should be done internally and what should be outsourced. In the 
converging ICT sector the large firms do not have all the necessary resources and are not able to 
acquire all the possible resources within the hierarchy. The innovation or technology 
development perspective raises many interesting but difficult questions. Also, the nature of 
innovation is such that little bureaucracy and lots of freedom is needed in the early phases of 
innovation. The nature of technological knowledge poses special challenges for partnerships, e.g. 
the risk of opportunism, insufficient contracting and need for mutual trust.  
 
Because of the complex nature of the research task, a multi-theoretical research perspective will 
be introduced in the theoretical chapter three. The issue of trust in partnership formation is 
potentially studied in strategic management, economics, psychology and sociology. More 
specifically, the research question is related to the theory of the firm and boundaries of the firm, 
inter-organizational cooperation and relationship management. Also the issues of growth, 
technology management, strategy and leadership are involved. Several perspectives in the 
evolving theory of the firm and their suitability are analyzed, e.g. transaction cost economics, 
dynamic capability view of the firm, knowledge-based view of the firm and social exchange 
theory. In accordance to Möller and Wilson's meta-theoretical analysis (1995c, 598), in this thesis 
the non-economic perspective receives more weight than the economic, even though the 
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economic rationality is clearly seen as a basic motivation for partnership formation, and 
economic factors (costs and benefits) are analyzed. In the theoretical chapter the relevant theories 
on inter-organizational cooperation are analyzed and synthesized in order to create a relevant 
framework and the necessary conceptual tools for the research problem. 
 
Levels of Asymmetric Technology Partnership Formation 
In this thesis the aim is to create a conceptual framework including the suggested perspectives in 
one holistic framework. The goal is to understand the nature and role of trust in the asymmetric 
technology partnership formation process, and to understand and explain how managerial 
decision-makers perceive, experience and creates trust in this specific context. If different levels 
of reality (Schein 1992) are accepted, this means that the individuals as specific persons making 
decisions on partnership formation, their organization’s social reality as well as the external 
physical reality have to be taken into account. Therefore, in order to understand asymmetric 
technology partnership formation the actors’ decision making as based on three levels of reality 
needs to be taken into account. Trust may have a critical role in asymmetric technology 
partnership formation, but partnership formation is clearly not only about trust between 
partnering firms and individuals. Therefore, in this study the asymmetric technology partnership 
formation is approached from different levels: the characteristics of the ICT industry, the 
knowledge-based economy and the technological knowledge (external physical reality), an 
organization’s social reality (nature of the technology-based firm) and an individual’s reality 
(basic assumptions and individual-based trust).  

 
Environmental level

technological
level

Organizational
level

Individual
level

Small 
firm

Large 
firm

 
 

Figure 2. Different Levels in Asymmetric Partnership Formation   
 
In order to study a processual phenomenon the content of the phenomenon, the context and the 
process itself and their interrelationships must all be studied (see Figure 3 and Pettigrew 1987). 
Pettigrew (1987, 5) argues that “theoretically sound and practically useful research on strategic 
change should involve the continuous interplay among ideas about the context, the process and 
the content of change.” The context answers the “why” question, what are the inner and outer 
factors leading to asymmetric technology partnership formation. The content explains “what” the 
parties are doing and the process “how” the process actually emerged. Van de Ven (1987) notes 
that in process theories of change it is crucial to explain the exogenous and endogenous sources 
of change, the micro- and macro levels as well as the pace and direction of change. 
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Content (what)
(Knowledge creation in R&D 

partnerships)

Process (how)
(Partnership formation and

the role of trust in partnership formation)

Context (why)
(Need for complementary capabilities

in global competition based on knowedge)

 
Figure 3. A Framework for Studying Processual Phenomena  
  (Originally in Pettigrew 1987) 
 
In this study the content of asymmetric technology partnerships i.e. the technological knowledge 
and the partnership formation process as well as the trust-related processes are studied. It is 
suggested that in order to understand the dynamics of trust creation also relationship development 
must be studied (Lewicki and Bunker 1995). Also the context at the firm level (asymmetry) and 
on the environmental level (drivers for asymmetric technology partnerships i.e. the knowledge-
based competitive arena) are of interest. Increased knowledge on these critical factors enables 
managers to build a better-prepared interface and subsequently a more successful start for an 
asymmetric technology partnership.  
 
Scientific Reasoning Process: Analysis, Synthesis and Deduction-Induction  
Both analytical and synthetical reasoning has been used in studying asymmetric technology 
partnership formation1. The results of this analytical and synthetical reasoning process are 
reported in the summaries at the end of each chapter. The results as applied to the overall 
asymmetric technology partnership formation process are presented in chapter 7. In the final 
chapter 8 the aggregated major findings are displayed as theoretical propositions.  
 
Theory can be used both as the means and the aim. As means it helps the researcher in finding 
and systematizing new information. Usually some theoretical lenses and knowledge is needed 
and a theoretical frame is built to present the qualitative findings (Eskola and Suoranta 1996). In 
qualitative research theory may be used both deductively (when guiding the empirical analysis 
from more general theoretical frame to empirical findings) and inductively when empirical 
analysis is used to build a more general theory (Eskola and Suoranta 1996). The scientific process 
can be elaborated as a “wheel of science” (Uusitalo 1999, 36) with both deductive and inductive 
reasoning.  
 
In the very beginning of this study the research issue emerged from researcher’s pre-
understanding and observations from practice through working-life and case writing2 on 

                                                 
1 Spender (1996, 50) refers to Polanyi to whom “science was a process of explicating the tacit intuitive 
understanding that was driven by the subconscious learning of the focused scientist.”  
 
2 In 1995-1996 I wrote 3 teaching cases on asymmetric technology partnerships to the Lappeenranta University of 
Technology MBA program for Global Integration and Technology Business. Extensive interviews and written 
material, e.g. company business plans were leveraged (see appendix VII). 
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asymmetric technology partnerships (1). This pre-understanding brought up some early (natural) 
generalizations or preliminary propositions like “trust is a necessary component in asymmetric 
technology partnership formation” (induction) (2). With these preliminary propositions in mind 
the more general empirical and theoretical literature on partnership formation was reviewed. 
Subsequently a theoretical framework to study partnership formation was derived (see Figure 23 
and Figure 24). Theoretical and empirical propositions were incorporated into the theoretical 
framework and a context-specific theory was developed (3). More refined propositions were then 
deducted (4). These early propositions were refined through empirical validation. Also some new 
propositions were created from empirical observations and evidence (induction). The final 
refined propositions were derived are a result of a cyclical and iterative process where the roles of 
theory and empirical observations re-enforced each other. The remaining strong propositions are 
considered as major findings of the study and presented in the chapter 8, where also their 
theoretical and managerial contribution is explained. In the “wheel of science” (see Figure 4) the 
major phases of the research process are approximately illustrated. This is intended to illustrate 
the logic of reasoning, which in reality has been mostly iterative and partially overlapping. 
 

Empirical
research
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research

(induction)

(deduction)

THEORY

EMPIRICAL
GENERALIZATION

EMPIRICAL
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4
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2
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6

Empricial validitation 
of propositions

More generalizations
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Theoretical and 
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7

5

Theoretical and empirical
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into a conceptual framework and
context specific theory on

asymmetry, technology and trust

Final propositions of the
study incorporated to a

conceptual process model
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Figure 4. Inductive and Deductive Reasoning Methods in This Research 
  (Based on Uusitalo 1999) 
 
In this study empirical qualitative material is used for theory development and to illustrate the 
context. The empirical findings illustrate the conceptual and theoretical aspects, but also impact 
on the development of the conceptual and theoretical base1. Thus theory and empirical material 

                                                 
1 According to Johnston et al. (1999, 204) e.g the Industrial Marketing and Purchasing group used multiple cases to 
confirm findings of preceding cases in order to develop theory. 
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are used in an iterative manner. The empirical material has been used as illustrations and also to 
increase understanding (hermeneutic role) by showing findings both supporting and being 
incongruent the theory review. Also Eisenhardt (1989a) notes that traditionally authors have 
developed theory by combining observations from previous literature, common sense and 
experience. She also argues for the intimate connection with empirical reality being crucial in the 
development of testable, relevant and valid theory. In this thesis the research process was highly 
iterative and necessitated both inductive and deductive reasoning. 
 
2.4 Data Collection and Data Analysis 
 
In this research both parties of the technology partnership are considered equally important. 
Therefore both small and large firms are studied. They are compared to each other and to other 
small or large firms. A dyad, i.e. a potential partnership of two, is analyzed. In order to research 
trust we need to focus on individuals, since only persons are able to trust, even though persons 
and organizations may be objects of trust. Individuals are interviewed and their reality is 
interpreted. The nested levels in the phenomenon are interpreted mainly through individuals, 
even though additional material is used to complement the interpretations. Thus the unit of 
analysis is the individual decision-maker and the potential partnership i.e. the exchange 
relationship (Möller and Wilson 1995d). Therefore, to understand and interpret the role and 
nature of trust in the asymmetric technology partnership formation the following different levels 
must be studied. 
 

Environmental level
technological

level
Organizational

level

Individual
level

Small 
firm

Large 
firm

 
 
Figure 5. Different Levels in Data Collection and Interpretation  
 
The environmental context i.e. the nature of the high-velocity environment is important to 
understand. Also the organizational level and organizational factors are important as the 
partnering organizations’ propensity to the partner varies in accordance. In a large firm there are 
several decision-makers. During the research project it became clear that at least two levels of 
commitment were needed: strategic and operational. Individual decision-makers and the context 
have an important role in partnership formation. Thus the decision-makers (both at strategic and 
operative level), two firms (a dyad) and the context (e.g. environment and technological 
development) are studied. Asymmetric technology partnership formation is also impacted by the 
nature of technological knowledge. Because the nature and role of trust is under focus, the 
individual decision-makers’ ability to trust and be trusted must be studied. 
 
Selection of Cases: Multiple Case Designs 
In this study the case firms and interviewees have been chosen to illustrate and inform the 
researcher. The aim has been to learn as much as possible and therefore as informative cases as 
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possible have been chosen. Also Stake (1995) suggests maximization of learning as a first 
criterion for selecting the cases. Thus the basic idea has been to find either small or large ICT 
companies involved in asymmetric technology partnering, and suitable persons knowledgeable 
enough to be interviewed about the theme.  
 
The cases were also selected so that pairs were formed (dyads). However, for reasons of 
confidentiality and trust, the names of the persons interviewed (and their companies) were 
deliberately not revealed to other informants. Rather, the informants in both case firms were 
allowed to discuss freely their relationships with any partner and tell stories1 of projects, 
negotiations or cases. This way of working emerged naturally2. However, the persons interviewed 
did refer to real cases and compared their experiences with several companies to illustrate the 
issues related to asymmetric technology partnership formation.  
 
Due to the intimate nature of the key research issue (trust) anonymity and confidentiality allowed 
the respondents to talk freely, as they did not have to be afraid of the potential consequences to 
their existing or future business relationships. The researcher has sketched the inter-relationships 
of the interviewed companies herself (see Figure 6). This “anonymity” did not seem to create 
problems and it was possible to collect the relevant information on the managerial experience and 
perception on the issues of trust, technology and asymmetry in asymmetric technology 
partnership formation was possible to collect. 
 
Evidence from multiple–case designs are seen to be more robust than single-case studies 
(Eisenhardt 1989a, Johnston et al. 1999). In this study new cases have been added, when 
additional information has been sought. E.g. when addressing trust, a case where trust and/or 
mistrust could be visible, was sought. A new case was investigated to see whether the expected 
issues on asymmetric technology partnership formation and evolution of trust would be pertinent 
or not. Thus the model on the role of trust was continuously “tested” against different cases to see 
how well the model described reality. The additional information from new cases has added to 
the knowledge base by either confirming or altering the a priori view of the researcher. In Figure 
6 the case firms and their relationships are illustrated. 
 

                                                 
1 As a researcher I often felt that listening to these stories was exciting. My task was to solve a puzzle and I wanted to 
learn as much as possible to be able to interpret the respondents’ reality and answer my research questions. In many 
cases also the interviewed persons shared the excitement, e.g. two of the informants suggested that we should write a 
book together of their experiences as entrepreneurs. 
2 For confidentiality reasons the names of the other case companies or persons interviewed were not revealed to the 
interviewees. This seemed natural, as it would not have been possible to “go around” and interview people about the 
experienced trust or mistrust in ongoing business relationships. Also, because in 1999 on I was also working for 
Sonera Corporation, it was important to let the interviewed persons to decide how open they wanted to be.  
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Figure 6. Interviewed Small and Large Technology Firms and their Relationships
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Data Collection: Interviews and Participant Observation 
In addition to being elusive and multi-dimensional, trust is also a complex and sensitive issue, 
and thus close and open discussions with key informants were an important means to gather 
information (more on the use of the qualitative method, see Eisenhardt 1989a, Johnston et al. 
1999, Yin 1989). Yin (1989) also notes that case studies are good in measuring and recording 
behavior, whereas a survey may only focus on verbal information. In addition to in-depth 
interviews also the participant observation method (Yin 1989) has been explored in both 
company-internal and inter-organizational contexts (negotiations and workshops). In this study 
the role of this method was more confirmatory than revealing. Also introspection has been used 
as the researcher has investigated the role of trust in inter-personal relationships in the 
asymmetric technology partnership formation context. According to Giddens (1993, 24) “it is the 
very ontological condition of human life in society as such” and self-understanding is connected 
integrally to the understanding of others. 
 
The interviewees were chosen on the basis of the researcher’s knowledge and all the interviews 
were conducted personally. The interviewees were chosen so that they had direct knowledge and 
experience on asymmetric technology partnerships. If the person had also experience of both 
small and large firms, he was supposed to have relatively more personal experience and 
understanding on the issue of asymmetry.  
 
Table 1. Interviewed Persons 
 

Company Person´s position Age and sex Working 
experience 
In the field 

Small 
and 
large 
firm 

Large ICT Company A Director 35-45, male > 10 years  
Large ICT Company A Manager 35-40, female 12 yrs  
Large ICT Company B Partner director 35-45, male 15 yrs   
Large ICT Company B Director 40-50, male 20 yrs  
Large ICT Company B Vendor manager 35-40, male 10 yrs  
Large ICT Company D Manager 35-40, female 10 yrs  
Large ICT Company D Director 35-45, male 14 yrs  
Large ICT Company D Account manager 35-45, male 15 yrs x 
Large ICT Company E Project manager 25-35, male 5 yrs  
Large ICT Company E Director 35-45, male > 15 yrs  
Large ICT Company F Partner program manager 40-50, male > 15 yrs  
Large ICT Company F Partner manager 25-35, male 5 yrs  
Large ICT Company F Partner expert 25-35, male 5 yrs  
Large ICT Company F Manager 35-45, female > 10 yrs  
Technology Venture True Business Dev. manager 45-55, male > 15 yrs x 
Technology Venture True Partner Dev. manager 25-35, male 3 yrs x 
Internet Technology Next MD/ chief technologist 25-35, male 5-10 yrs x 
Small Software Company Mia Managing director  35-45, male > 10 yrs  
Small Software Company Zeta Managing director 25-35, male 10 yrs  
Internet Technology Net Managing director 25-35, male > 5 yrs  
Internet Technology Net Manager 25-35, male > 5 yrs  
Internet Technology Net Technological expert 25-35, male > 5 yrs  
Small Software Company Strada Managing director 35-45, male 15 yrs x 
Small Software Company Alpha Managing director 25-35, male 10 yrs  
Small Software Company One Technological director 25-35, male 10 yrs x 

 
The interviewed persons were very interested in the research since they found that it had 
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managerial importance. The interviewees from small software suppliers were mainly managing 
directors (decision-makers) or technology experts with customer/partner responsibility. The 
interviewees from large ICT firms were managers responsible for the relationships with small 
suppliers. Also all small firm managers had personal experience on cooperation with large 
technology firms. The themes were defined in advance, but the questions and their order varied 
by interviewee and situation. The interviews were semi-structured in a sense that there was a 
question list prepared in advance but it was used freely (see Appendix I for the research 
questions). The interviewer guided the discussion and returned later with some interesting 
questions or asked additional ones as the research project advanced.  
 
Access and contacting was relatively easy despite of the sensitive issues. The interviews were 
conducted in very open and trusting terms1. Also the interviews started with more general topics 
and moved slowly to more sensitive issues. Interviewer stated open questions, and allowed 
interviewees great freedom to discuss issues of interest. Most interviews were done in the 
companies, but in a peaceful room where the interviewees were able to focus on the discussion 
and talk confidentially. The interviewees were promised the right to “wipe over” any part of the 
discussion later and read the discussion, as well as full confidentiality when the interviews were 
used in written research. There were issues in almost all the interviews, where the interviewees 
referred to strict confidentiality, “this is out of tape-recording.” Usually they referred to some 
especially delicate issues and experiences. However, the general part of the interview was usually 
illustrative enough and this did not cause any problem to data analysis. Often the interview was 
continued when the planned time ran out. Open questions were used in addition to in-depth cases 
when the concept of trust was explored. Trust as a concept was not discussed in the first 
interviews, but the researcher “fished around the theme” to avoid leading questions. Special care 
was taken not to impact the interviewed persons’ perceptions and ideas to give socially 
acceptable answers (see also Blois 1999 on sensitive handling of trust due to the fragility and 
complexity of the issue, and Schein 1992 on the basic principle of interviewing on values and 
assumptions). After saturation was reached the later interviews were more for exploration of 
raised new issues and for validatory purposes.  
 
The interviews lasted some 1.5 – 2.5 hours. Some additional interviews were shorter, and there 
were numerous brief telephone conversations related to partnerships and to common interests due 
to my work tasks at that period. The interviews were recorded on tape and transcribed. All the 
expressions, “eh, well” and such were not written, but the tone and feeling were tried to keep as 
original as possible. No one refused to be interviewed. All the interviewed participants were sent 
the chosen citations from the interview for comments and acceptance.  
 
Whilst working for a large technology firm I had a chance for participant observation in internal 
workshops, development groups and also in some negotiations for asymmetric technology 
partnership formation. In two of the cases I interviewed the boundary spanners2 of small and large 
technology firms both before and after their partnership negotiations and observed the actual 
meeting. It was useful merely to observe actors behavior and learn of their interpretation of he 
other actors’ behavior. 
                                                 
1 Trust may have partly developed through earlier contacts in almost all of the cases. Because of the working 
experience in the field I had many suitable contacts available. 
2 A boundary spanner is an individual champion active in the inter-organizational interface. See e.g. Davenport and 
Prusak 1998 and Tushman and Scanlan 1981. 
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In this research several respondents and cases have been used to avoid bias. The respondents 
have also answered by practical examples about their relationships with each other, thus the data 
is supposed to be richer. The researcher made a second round when specific or paradoxical 
information had been given. In summer 2001 the preliminary results were discussed and 
confirmed with 3 small firm managers and 3 large firm managers. In addition some written data 
(business plans, economic figures, journal articles and www-pages) was used. Also some experts 
(corporate analysts, venture capitalists, consults and customers) were interviewed for a more 
general discussion on asymmetric technology partnerships.  
 
Data Reduction and Analysis of Multiple Cases 
The basic idea behind cross-case searching tactics is to force the investigators to go beyond initial 
impressions to structured and diverse lenses on the data. New cases either confirmed the 
emerging theory or disconfirmed it. When the evidence from another data source corroborates a 
pattern of a previous one, the finding is stronger and better grounded. However, disconfirming 
cases are valuable in providing an opportunity to refine or extend the theory (Eisenhardt 1989a, 
541-544). In this research the found key characteristics of asymmetric technology partnership 
formation as well as conceptualization of trust were such that the issues came out several times. 
If no contradictory evidence or explanation was found the emerging issues, themes or patterns 
were taken as tentative results (list of critical issues). The iteration between existing data, 
theoretical literature and additional interviews was used to confirm the early ideas to a point 
when a coherent and logical explanation was reached. That means, if potentially critical issues 
were logically sound and supported by other issues, they were accepted. If incongruent or 
surprising issues came out, they were analyzed and an explanatory framework was searched. E.g. 
the emerged theme of individual-based fast trust led to in-depth analysis of the managerial 
context (see outer context: dynamic environment in chapter seven). Questions like why? In what 
conditions? Where is this valid? Have been continuously asked.  
 
The data should be investigated and preferably coded in order to find themes and patterns 
(Glesne and Peshkin 1992, 132). Data reduction is part of analysis and…” a form of analysis that 
sharpens, sorts, focuses, discards, and organizes data in such a way that “final” conclusions can 
be drawn and verified” (Miles and Huberman 1984, 21). According to Eisenhardt (1989a, 541), 
during the process tentative themes, concepts and possibly even relationships between different 
variables should emerge. Evidence from each case should be constantly compared with the frame 
iterating towards a theory that closely fits the data. Eisenhardt (1989a, 541) further notes that a 
close fit is important because it takes advantage of new insights from the data and yields an 
empirically valid theory.  
 
In this research project the data reduction process was as follows: A majority of the data was 
collected as 1) in-depth interviews, which were tape-recorded and 2) transcribed to text. The 
interviews made some 15-35 pages of written text each. The researcher then 3) read this text, and 
relevant parts (related to interview questions and research problems) were 4) translated into 
English by the researcher. Important issues were 5) written above the translated text in block 
letters (coding). This format enabled simple and concise overview of the interviews. Patterns, 
themes and concepts emerged from the data (for an example of the transcribed, translated and 
coded interview data, see Appendix IX).  
 
The final important part of data analysis is conclusion drawing or verification, where regularities, 
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patterns, explanations, possible configurations, causal flows and propositions may be drawn. 
Data analysis is interactive cyclical, and iterative (Miles and Huberman 1984, 22). Also 
Eisenhardt (1989a) notes the frequent overlap of data analysis with data collection. In this 
research the empirical analysis was done throughout the process and the various phases of the 
process were certainly not easy to separate in practice. 
 

Data 
reduction

Conclusions:
drawing/ verifying

Data 
collection Data 

display

 
 
Figure 7. Components of Data Analysis: Interactive Model  

(Miles and Huberman 1984, 23) 
 
Analyzing and reaching traceable conclusions on qualitative data is challenging. Eisenhardt 
(1989a, 539) notes that analyzing qualitative data is both the most difficult and least codified part 
of the process. The data should be looked at in many divergent ways (Eisenhardt 1989a, 540). 
Yin (1989) suggests either a “pattern matching” logic where the actual and expected patterns are 
compared, or “explanation building” where theoretical propositions are developed. In this thesis 
the explanation building approach has been used as theoretical propositions have been developed 
and validated through the research process. 
 
“Data analysis… is the effort of researchers to manage and make sense of their data, to 
transform it from its acquired form… into a form that communicates the promise of a study’s 
findings.” (Glesne and Peshkin 1992, 145) 
 
“Data analysis involves organizing what you have seen, heard, and read so that you can make 
sense of what you have learned. Working with the data, you create explanations, pose 
hypotheses, develop theories and link your story to other stories. To do so, you must categorize, 
synthesize, search for patterns and interpret the data you have collected.” (Glesne and Peshkin 
1992, 127).  
 
Because of the subjective nature of human knowledge it is to the researcher to try to understand 
why are they saying this? In what context have they experienced this? Even though challenging, it 
is important for the researcher to try to understand the respondent’s organizational context and 
basic assumptions. Even when wanting to be honest and frank, the interviewed persons are 
usually able to give only a partial and possibly biased view due to some previous incident not 
known to the researcher. The subjectiveness is accepted, but in order to get a more complete 
picture of the phenomena multiple sources of evidence have been used. For example several 
respondents have described the same business case and so multiple analyses have been melted to 
a more comprehensive view on the case. Several persons have been interviewed in order to get a 
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more valid view at the organizational level. In this thesis a rather dense description and large 
portion of context-based illustrations are used to elaborate the respondents’ worldview and actual 
context (see Syrjälä et al. 1996). 
 
2.5 Validity, Reliability and Limitations of the Study 
 
Scientific quality or “sound research” may be judged by various criteria. According to Syrjälä et 
al. (1996, 100) in qualitative research the choice of informants, the researcher’s attitude, the 
conditions, conceptualization, data collection and analysis should all be judged. In this study the 
informants were chosen so that they had enough personal knowledge of the research issue. In 
large firms more than one informant was interviewed to understand the organizational context. 
The researcher’s attitude has been to “solve the puzzle” and to gain understanding of the 
important yet complex research problem. No preliminary hypotheses were placed. Only the 
researcher’s basic assumptions related to the research problem were written to explain the logic 
in the research problem. Because the research process took so long, the informants, the researcher 
and the research issues inevidently changed along the process. The interviewed managers learned 
through the process. Some even changed their position from a small firm owner-manager to a 
large firm manager or vice versa. This widened their perspective on the issue. According to 
Yrjönsuuri (1996) scientific gathering of information must be objective, autonomous, public and 
critical. When the information gathering is objective, the subjectiveness of the actor gathering the 
information has not biased the information. If the information is autonomous, it is not biased in a 
sense that some aspects or actors have influenced it. The information gathering should be public 
i.e. it should be possible for others to understand the information or other researchers should be 
able to repeat the process.  
 
2.5.1 Validity 
 
Validity is the extent to which the researcher is able to use his/her method to study what s/he 
intends to study rather than studying something else. Thus a theory, model, concept or category 
should describe reality with a good fit in order to be valid (Gummesson 1991, 80-81). Also 
according to Johnston et al. (1999, 209) the credibility of the study is increased if the final 
interpretation is subjected to the scrutiny of those individuals upon whom it is based. In this study 
the credibility of this study has been validated also by letting some of the interviewed managers 
to evaluate and comment the created models and categories in accordance to their own empirical 
and contextual understanding. It was also used to build a theory and models that are empirically 
realistic. In Appendix VI e.g. the conceptualization on trust, categorization of asymmetry and 
models on the evolution of trust in partnership formation have been commented by the managers. 
The managerial validation was done for possible additional comments leading to reconsideration 
or refinement of conceptualization, propositions and models (see also Yin 1989). Himanen 
(2001, 68) refers to Plato’s Academy as an approach to reach the truth through critical dialogue. 
Along the study, also in the latter part of the study the ideas were presented for different 
audiences both in academic and managerial seminars as well as in additional interviews and 
discussions1. In this study the continuous interviews and reflections with management have been 
very helpful in attempt to “paint the whole picture” and to understand the relative meaning of 

                                                 
1 A working paper on the individual-based fast trust was presented in a workshop for researchers on trust in 
December 2001. Later it was requested for use in IT consultant education where it also got positive feedback. 
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different factors to asymmetric technology partnership formation. Yin (1989, 40) explains 
internal validity as follows: “establishing a causal relationship, whereby certain conditions are 
shown to lead to other conditions, as distinguished from spurious relationships.”  
 
Good construct validity means that the focal characteristics and concepts of the research object 
are reached and correct operational measures for the concepts, ideas and relationships are studied 
(Remenyi et al. 1998). Construct validity may be improved by gaining knowledge of the 
interviewed persons and the related earlier theories ex-ante the research interviews (Hirsjärvi and 
Hurme 1991, 129). In this study the concepts and theories were partly analyzed before the 
interviews and also knowledge of the interviewed persons was partly existing or collected. The 
conceptual analysis of the concept of trust (c.f. Blomqvist 1997) was developed throughout the 
research process. The other key concepts of the study, technology and asymmetry were also 
conceptualized through the study, even if not as profoundly as trust. The content validity can 
become poor if the researcher is not able to discuss the phenomenon with the interviewed persons 
with sufficient research themes and questions. Content validity was enhanced by researcher’s 
knowledge of both small and large technology firm context and the ICT sector. 
 
Rich description in the form of qualitative cites from interviews has been used to increase the 
external validity since the reader is able to compare the emic (meaning given by the subject) and 
etic (meaning given by the researcher).  
 
Qualitative research may be generalized by analytical generalization (Yin 1989, Stake 1995 and 
Syrjälä et al. 1996). Thus the qualitative researcher may attempt to expand and generalize 
theories, not frequencies, as in statistical generalization. Qualitative methods are not conducive to 
broad generalizations. However, Remenyi et al. (1998, 31) argue that a degree of generality is 
intrinsically built into the laws developed by the social scientist because once a phenomenon has 
been identified, even only once, the probability of it being unique is so low as to make it almost 
impossible.  
 
Hirsjärvi and Hurme (1991) note that in qualitative research also the researcher’s own reflection 
on the conformity of reality and the research results should be accepted as partial measure for 
validity of the research. With regard to the issue of trust, special care was taken not to ask the 
respondents whether they e.g. saw there was trust in the relationship etc. It was believed that the 
respondents could very easily try to please the interviewer or try to give expected or “proper” 
answers. Therefore the issue was “fished” around with relevant questions (e.g. on components of 
trust) and only in the end of the interview the issue of trust was approached more openly.  
 
If negative or controversial information related to the emerging proposition was found, it was 
subjected to more scrutiny, e.g. additional interviews or a literature review. Also the major 
findings, e.g. the role of fast and individual-based trust, were subjected to a further literature 
review and search for opposite cases where fast and individual-based trust would not have a 
significant impact on asymmetric technology partnership formation. On the basis of this 
investigation it seems that the role of fast and individual-based trust can be analytically 
generalized to the uncertain and dynamic business environment, where the role of individual 
capabilities is critical for the success of the partnership. However, also in the more traditional IT 
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sector1 with long project life cycles it has a critical role in e.g. strategic negotiations.  
 
The subjectiveness of qualitative studies is often criticized. The subjective nature of information 
gained from respondents was understood and the gained knowledge was seen as contextual. The 
interviewed managers had experienced asymmetric technology partnerships and most of them 
had also personally worked (as had the researcher as well) both in large and small technology 
firms (see Syrjälä et al. 1996, 100). Managers with experience from “both worlds” i.e. with 
professional background in both small and large technology firms were preferred, as they are 
believed to have a more profound view on the heterogeneity of asymmetric partners. The 
possibility to work at both arenas has certainly been fruitful. Practical experience from both 
worlds has increased understanding and reduced the potential bias e.g. towards a small or a large 
firm. According to Chetty (1996, 77) research findings should always be supported by a chain of 
evidence to lessen subjectivity. In this study multiple cases, multiple informants and multiple 
sources of evidence (also participant observation from both parties of a dyad) was used. 
 
Research Process 
It is suggested that dynamic and processual issues, such as partnerships should be researched with 
time (prolonged exposure) in order to unveil the moving forces essential for understanding 
(Grabher 1993, 27). Also in this thesis most of the boundary spanners were interviewed at 
various points of time. Along time they also had had a chance to understand their situation better 
and trust between the researcher and the interviewed manager could develop. In some instances 
some kind of “instant trust” seemed to emerge when the interviewed person and the researcher 
could discuss some very personal experiences straight from the beginning.  
 
The research process was an iterative process (see Figure 8). Its aim was to analyze, synthesize, 
understand and explain the research problem. The empirical reality and theoretical knowledge 
were intertwined and a constant dialogue between these two guided the researcher. In a sense the 
research process was also a cyclical process, where the increased knowledge of one aspect led to 
increased understanding and knowledge of the other. The literature review, the in-depth 
interviews of managers and experts as well as the researcher’s insight from practical experience 
all contributed to the increased understanding. When new or confronting issues were raised they 
were taken as signals to study the area deeper e.g. going back to theory or having another round 
of interviews or an expert interview. This process was continued up to the point when the 
preliminary research findings were validated in interviews in order to avoid a potentially biased 
view of the research problem. 
 

                                                 
1 Three interviews with the Incumbent IT Integrator. 
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Empirically-based research problem

Theoretical knowledge
• basic literature review
• analysis 

Empirical reality
• re-interpretation and/or
• validation of analysis

Theoretical knowledge
• complementary knowledge
• explaining  knowledge

Empirical reality
• new issues
• interpretation

Theoretical knowledge
• deeper understanding of theory
• new perspectives, in-depth reading

Empirical reality
• new issues
• interpretation

Aggregation and
clarity of  analysis

Multidimensionality
of the problem issue

Understanding and
logical thinking

In-depth analysis

Holistic approach

Basic understanding

 
 
Figure 8. Spiral of Empirical Reality and Theoretical Knowledge in This Research 

Process 
 
The research issues were complex and the researcher’s understanding increased slowly, as in an 
upward spiral, where knowledge is gained iteratively from empirical reality and theoretical 
knowledge. Remenyi et al. (1998, 28) borrow Einstein (1950) who has said that:“ Science is an 
attempt to make the chaotic diversity of our sense-experience correspond to a logically uniform 
system of thought. In this system single experiences must be correlated with the theoretical 
structure in such a way that the resulting co-ordination is unique and convincing.” 
 
The highly iterative research process (with non-avoidable and quite long pauses in-between) also 
allowed the researcher to distance her from the findings, and try to see how things were 
connected to each other and what their role was in the overall research project. Introspection and 
informal discussions of the emerging themes and findings with other persons sharing the context 
of asymmetric technology partnerships were common through the research process. In the last 
part of the thesis, in 2001-2002, much of the work consisted of condensating and clarifying the 
dialog between data and theory. Also the multi-dimensionality of the research issue was 
challenging and demanded high effort. An aggregation of reality, where the most important 
issues, and only those would be part of, was the goal of the theoretical part of the thesis.  
 
2.5.2 Reliability  
 
Reliability means that other researchers can replicate the study with similar results. The 
researcher's intuition and flexibility in looking for knowledge affect the reliability. Also, the 
researcher can also be the greatest source of random errors. Therefore the research process should 
be described very carefully, so that somebody else can repeat the process. The demand for 
replication is a usual demand for the researcher to show the objectivity and high quality of the 
scientific research. It is somewhat theoretical, as qualitative studies such as case studies and in-
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depth interviews are often both time and person specific (Hirsjärvi and Hurme 1991 and Jick 
1979). It is believed, however, that if another researcher would listen to the recorded tape 
interviews, read the transcriptions, and summary notes from the interviews, rather similar 
findings could be arrived at.  
 
According to Glesne and Peshkin (1992, 146-147) time is the major factor in acquiring 
trustworthy data. Thus time spent at the research site, time spent interviewing, time used to build 
sound relationships with respondents enhance the trustworthiness of the data. In this sense time 
has increased the trustworthiness of the present data. However, the fact that time has passed, 
would probably make some difference to how the managers would remember, or would like to 
remember the issues (learning and rationalization afterwards is considered quite common among 
respondents). Time had also an important role in developing the early hunches and ideas to more 
robust argumentation as well as propositions for further research. 
 
2.5.3 Limitations of the Research 
 
Zaltman et al. (1982, 95) note that models of complex phenomena are often incomplete and a 
theory contains a good deal of speculation. Ultimate proof is often elusive due to alternative 
explanations. "Bending the truth" is inevitable while attempting to describe a complex real-life 
process phenomenon in a way that would be theoretically sound and parsimonious enough. 
Partnership formation is clearly a dynamic and processual phenomenon, where very many factors 
play important roles, and it might be difficult to separate the key critical factors in order to build a 
theoretical (conceptual) model at the necessary level of abstraction. Describing a dynamic social 
process between two organizations and their key-persons is a very demanding task. 
 
One of the limitations of this study might also be the method and the cases chosen, as the case 
method and in-depth interviews as such do not allow statistical generalization. However, as the 
partnering phenomenon between small and large technology based firms is fairly recent and the 
partnership formation process is quite unknown and complex phenomenon, the case method is a 
logical and justified choice (Eisenhardt 1989a). Also, to study soft issues like trust and 
commitment, the case method is the most appropriate one.  
 
Trust is very clearly a context- and culture-specific issue. In this thesis only trust between Finns 
was studied. It may be argued that it was important to hold the impact of the national culture 
constant in order to perceive the impact of the heterogeneity of small and large technology firms 
better. However, the Finnish culture may be in general seen as rather open and with less distance 
e.g. in power than some Asian cultures. 
 
2.6 Research Structure  
 
In Figure 9 the structure of the study is illustrated1. In the first introductory chapter (1) the origin 
and the relevance, as well as the research gap and the general purpose of the study are explained. 
Thereafter the key concepts of partnership formation, technology, asymmetry and trust are 
explained and defined. Theoretically the focal and less developed concept of trust is developed 
further in chapter 6.  

                                                 
1 The chapters are not named according to exact titles, but the content of each chapter is emphasized. 
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Figure 9. Structure of the Study  
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In the second chapter (2) the research design is introduced. First the basic assumptions and the 
research questions are introduced. The philosophical point of departure and the research method 
are discussed. The multi-theoretical research perspective is explained. The validity and reliability 
of the thesis are discussed. Limitations of the research design are explained and in the end of 
chapter 2 the structure of the thesis is illustrated. 
 
Chapter three (3) analyzes and summarizes the empirical and theoretical background for strategic 
partnering. In the beginning of the chapter 3 an overview on previous empirical research on the 
critical factors and phases in partnership formation is presented. The review is summarized to a 
general a-priori model on partnership formation based on earlier empirical research and theory 
on partnership formation. The purpose of the general model is to create a basic understanding of 
the partnership formation as a process and state-of-the art knowledge of the issue. 
 
It is further argued that for a complex and multi-dimensional research issue in a specific context a 
multi-theoretical view would be more useful than choosing just one theoretical tradition. Several 
theoretical traditions ranging from transaction cost economics to social exchange theory are 
introduced and their applicability and explanatory power is evaluated. The conceptual tools 
derived from the multi-theoretical framework are presented in the conceptual framework for the 
study.  
 
The following chapters complement the general theoretical setting for partnership formation 
presented in the chapter three. In the chapters four, five and six the issues of asymmetry, 
technology and trust specific for this research context are described and analyzed.  
 
Chapter four (4) introduces the context more in-depth by analyzing the asymmetry between small 
and large technology firms. A conceptual framework, a “Dynamic Capability-Culture 
Framework”, is developed based on a combination of the dynamic capability view of the firm and 
literature on organizational culture. It is used to describe the specific characteristics of small and 
large technology firms as well as to analyze the nature of asymmetry and the following 
compatibility and incompatibility and the resulting critical factors. Conceptualization of 
asymmetry will be discussed based on the analysis. 
 
In chapter five (5) the role and impact of technology is illustrated. The nature of technological 
knowledge, the nature of technology-based firm and the characteristics of knowledge-based 
competition are analyzed. Finally the technological factors driving asymmetric technology 
partnerships are presented. 
 
Chapter six (6) reviews the existing theory on trust and develops it further by analyzing the nature 
of trust, individual and organizational levels in trust as well as the context-, task- and situation-
specificity in trust. Also the perception and experience of trust are discussed. In the second part 
of chapter 6 the role of trust in asymmetric technology partnerships is illustrated and the different 
role of trust for large and small technology firms. The conceptualization of trust for this context 
and the components of trust are presented and explained. The emerged new issue of individual-
based fast trust is analyzed. Finally some sources of trust from the earlier literature are reviewed 
and means for trust creation are described. 
 
Chapter seven (7) provides a synthesis of asymmetric technology partnership formation and a 
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process model of the evolution of trust in asymmetric technology partnership formation is 
introduced. This chapter summarizes and synthesizes much of the increased understanding from 
the earlier chapters. In chapter 7 a conceptual process model on the asymmetric technology 
partnership formation process is introduced. Also a specific model on the evolution of individual-
based fast trust in asymmetric technology partnership formation is presented. 
 
Chapter eight (8) concludes the thesis. First the research design is discussed. Thereafter the major 
conceptual and theoretical findings are presented. Major findings of the role and nature of trust in 
asymmetric technology partnership formation in the form of propositions is presented. Also their 
theoretical and managerial implications are discussed. Finally some suggestions for further 
research are given. 
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3  THEORETICAL FRAMEWORK FOR PARTNERSHIP FORMATION 
 
In this chapter a theoretical framework for partnership formation is developed on the basis of 
earlier empirical and theoretical research. A multi-theoretical approach was seen as a natural 
starting point to be able to understand and explain complex relational exchange. Also different 
approaches ask different questions, which all shed some light on the problem area. A multi-
theoretical approach has been suggested in order to be able understand and explain complex 
relational exchange (Eisenhardt 1989a, Möller and Wilson 1995a). Also in the organizational 
economics and strategy the need to integrate various streams of management research into the 
emerging theory of the firm has been advocated. Multi-theoretical approaches could be useful in 
increasing the robustness of research and managerial advice (Barney 1991 and 1996, Foss 1994). 
 
First a short review of the earlier empirical-based research on partnership formation is presented 
as an introduction to the theme. After that the most important theoretical traditions related to 
partnership formation are reviewed. Their applicability is evaluated and a preliminary conceptual 
model on partnership formation is created as a synthesis. Also the applicability of the synthesized 
general model and the research gap will be discussed. 
 
3.1 Previous Empirical Research on Partnership Formation  
 
The aim of this subchapter is to provide an introduction to the partnership formation as a 
phenomenon. Some earlier empirical and theoretical research on partnership formation is briefly 
reviewed. Both models focusing on the partnering formation process as well as research 
indicating the critical factors and phases in partnership formation are reviewed.  
 
3.1.1 Models on Partnership Formation 
 
The evolution of buyer-seller relationships in industrial markets (Ford 1980, 1998a) and more 
specifically the process of establishing and developing relationships over time have been 
analyzed by Ford (1980, 1998a). The analysis is based on comprehensive interviews among 
industrial buyers and sellers in five European countries by the Industrial Marketing and 
Purchasing Groups (IMP). The identified five stages in the process are: 1) pre-relationship stage, 
2) early stage, 3) development stage, 4) long-term stage and 5) final stage.  
 
Ford’s model illustrates the different early stages of partnership formation (see Figure 10). The 
first three stages describing the establishment of the relationships are of special interest. Ford 
(1998a, 29) describes the pre-relationship stage consisting of high inertia and probing of mutual 
benefits and costs (e.g. investments, adaptations and learning). 
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Pre-relationship Stage

Stable  Stage

Developing  Stage

Exploratory Stage

• What will we both get?
• How much investment?
• What adaptations?
• What learning?
• Trust?

Investment of time for
learning & distance reduction

no routines or commitment

Intensive mutual learning
building trust through

investment & informal adaptation

Routine and
institutionalization

 
 
Figure 10. The Development of Buyer-Seller Relationships in Business Markets  

(Ford 1998a, 29) 
 
In the early stage the experience of each other is still minimal, uncertainty and distance high and 
both actual and perceived commitment low. The parties have started to adapt to each other, but 
mostly in the form of investing management time. In Ford’s later model (see Figure 10) 
investments are typical for the “exploratory stage” (1998a, 29) and the developing stage contains 
intensive mutual learning as well as trust creation through adaptations and investments. In the 
final “stable stage” the relationship has institutionalized and developed routines. The developing 
stage is characterized by intensive learning and trust building through investment and informal 
adaptations. 
 
Ford’s model is especially useful in describing gradual commitment. The process is manifested in 
increasing experience, reduction of uncertainty and distance and growth of commitment through 
adaptations. Ford’s model illustrates the buyer-seller relationship, which fits to the asymmetric 
technology partnerships where the partnership scope may partly contain the buyer-seller 
dimension. The concepts of episode, distance, adaptation and institutionalization widely used in 
the IMP approach seem to have a good descriptive value also in asymmetric technology 
partnerships. The model emphasizes also a dyadic perspective conditioned by both parties’ 
perceived satisfaction. 
 
The model by Dwyer et al. (1987) on buyer-seller relationships emphasizes individual 
relationships instead of organizational relationships. Relationships are seen to develop in an 
organic manner through a process where attraction, communication, bargaining, power and 
justice as well as norm and expectations development processes have been discerned at a 
conceptual level. 
 
Halinen (1994, 316) has developed a conceptual process model of the development of advertising 
agency client relationships based on an in-depth case study. The development of relationships is 
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described as cyclical1 through the cycles of growth, decline and maintenance. The phases 
identified are pre-relationship, initial, growth, decline, constant and troubled. Critical factors 
identified were the openness of communication, coordination, adaptation, attraction, trust and 
commitment. Her study highlights the roles of personal relationships, and the important role of 
individuals because of the adaptation and coordination processes. Because of the intangible 
nature of the future-oriented exchange the parties’ mutual attraction and trust seem more critical 
than commitment. The interaction style and especially the open communication and informality 
are identified as leading to satisfaction. 
 
Various simultaneous and iterative developmental processes are emphasized also in the model by 
Ring and Van de Ven (1993). Their model includes both formal and legal as well as informal and 
socio-psychological processes by which parties jointly negotiate, commit themselves to, and 
execute their relationship to achieve efficient and equitable outcomes. Authors identify the 
assumed starting conditions as 1) uncertainty, 2) efficiency in finding the suitable governance 
structure, 3) equity as an extent to which parties treat each other fairly, 4) internal resolution of 
disputes and 5) importance of role relationships (Ring and Van de Ven 1993, 5). Figure 11 
depicts this repetitive sequence of negotiation, commitment and execution, each of which is 
assessed in terms of efficiency and equity.  
 

NEGOTIATIONS
 formal bargaining

informal sense making

COMMITMENTS
formal legal contract

psychological contract

EXECUTIONS
role interactions

personal interactions

ASSESSMENT
efficiency

equity

 
 
Figure 11.  Process Framework of the Development of Cooperative 

Interorganizational Relationships (Ring and Van de Ven 1993) 
 
In the negotiations stage the parties develop joint expectations about their motivations, possible 
investments and perceived uncertainties. Through a repeated process the uncertainties, roles, 
rights and duties as well as the other party's trustworthiness is assessed. In the commitments stage 
agreements on the obligations, terms, rules and governance structure are established. In the 
execution stage the commitments and rules are carried into effect. The role relationships may turn 
into personal relationships through continuous interaction. Early moves in the relationship are 
critical in setting up the tune of the relationship. The socio-psychological processes develop 
slowly as a product of cumulative interactions through which trust in the goodwill of others 
emerges. Trust emerging from prior economic and social ties speeds up the process of 
                                                 
1 Also Alajoutsijärvi (1996, 253) found out that the development of industrial customer relationships is very 
susceptible and cyclic instead of deterministic and cumulative. In a similar vein Möller and Wilson (1995a, 45) 
pinpoint interaction in exchange relationships as a dynamic iterative process. 
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negotiating, committing and execution (Ring and Van de Ven 1993, 15-19).  
 
The authors illustrate the iterative and simultaneous nature of the partnering process very well. 
Also the various levels, i.e. formal and informal, legal and socio-political (trust) processes offer a 
rich understanding of partnership formation. In general the repetitive sequence of negotiation, 
commitment and execution, and assessment of equity and efficiency seems to describe 
partnership formation processes well. However, the model does not take into account the micro-
level processes of trust (for critique, see Ring 2000).  
 
Ford’s (1998a) model is based on comprehensive European wide study. The conceptual model by 
Ring and Van de Ven (1993) illustrates the various simultaneous and iterative development 
processes. Also Dwyer et al. (1987) emphasize the simultaneous psychosocial and economic 
processes. The intangible nature of relationship content and subsequent emphasis on 
interpersonal relationships in the Halinen’s model is also relevant to this study. 
 
3.1.2 Critical Factors in Partnership Formation 
 
Critical factors are those “making or breaking” the partnership creation i.e. impacting either 
positively or negatively on partnership formation. Usually these are listed under “success factors” 
or “factors leading to unsuccessful partnership” in the relevant literature. It is very difficult to 
define “success.” Most authors refer to the perceived success by the respondents, which seems 
rational, as success is for a large part an experienced concept meaning different things to different 
respondents. In addition they may have used other quantitative or qualitative criteria e.g. the 
effect on turnover, learning etc. There are more studies listing the overall success factors of 
partnership (including e.g. management) than those focusing on the partnership 
formation/initiation phase. The critical factors relevant in the pre-venture/ partnership formation 
phase are of special interest. Studies emphasize ICT sector and/or small and large firm 
cooperation is accentuated . 
 
Forrest and Martin (1992) surveyed 144 small biotechnology firms and 70 large companies for 
R&D partnerships between small and large firms. The critical success factors identified by both 
parties could be suppressed to agreement on strategic objectives and goals, communication, 
commitment, good interpersonal relations, compatibility and mutual trust.  
 
In a study on the success of collaborative ICT product development (Bruce et al. 1995) the 
following critical factors were identified: 1) Choice of partner, 2) establishing the ground rules, 
3) processual factors (e.g. communication, trust and flexibility), 4) equality in contribution, 
power and benefits, 5) people factors (e.g. commitment and personal relationships) and 6) 
environmental factors.  
 
In a study on joint ventures for ICT product development partner selection, the process and 
ground rules were identified as success factors (Bruce et al.). In another qualitative study on 10 
strategic partnerships among small and large firms the identified success factors were the 
strategy-related goals, mutual understanding of strengths and weaknesses, information, 
intellectual property rights and exit strategies (Slowinski et al. 1993) 
 
The identified success factors in manufacturer dealer partnerships were coordination, 
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commitment, trust, communication quality, information sharing, and participation, as well as 
open and joint problem solving (Mohr and Spekman (1993). In a study on telecommunications 
insourcing practices the identified critical success factors were shared goals, two-way 
information sharing, trust, early communication with supplier, top management support, 
distinctive value added by suppliers, mutual commitment and mutual understanding (Virolainen 
1998, 192). A conceptual model by Dwyer et al. (1987) highlights the long-term relationship 
instead of transactional exchange. Their model is based on concepts and empirical findings from 
the social exchange theory. 
 
Table 2 summarizes the reviewed studies on critical factors in partnership formation: 
 
Table 2. Critical Partnership Factors  
 
Author(s) Critical Factors Context  

Dwyer et al. 
1987 

1) Awareness, 2) Exploration, 3) Expansion 
and 4) Commitment 

A conceptual model based on 
social exchange theory 

Forrest and 
Martin 1992 

1) Agreement on strategic objectives and 
goals, 2) Communication, 3) Commitment, 4) 
Good interpersonal relations, 5) 
Compatibility of the partners and 6) Trust 

A survey on 144 small 
biotechnology firms and 70 
large companies. 

Slowinski et 
al. 1993 

1) Clear goals tied to strategies, 2) Mutual 
understanding on weaknesses and strengths, 
3) Informed staff, 4) Defined ownership of 
intellectual property, 5) Defined exit 
strategies 

Dyadic in-depth interviews on 
10 strategic partnerships among 
small and large firms (success 
factors during partnership 
formation) 

Mohr and 
Spekman 1993 

1) Coordination, 2) Commitment, 3) Trust, 4) 
Communication, 5) Information sharing, 6) 
Participation, 7) Joint problem solving and 8) 
Positive conflict resolution 

A survey on 140 manufacturer-
dealer dyads in computer 
industry. 

Halinen 1994 1) Communication, 2) Coordination, 3) 
Adaptation, 4) Attraction, 5) Trust and 6) 
Commitment 

An in-depth dyadic case study 
of advertising agency-client 
relationship 

Bruce et al. 
1995 

1) Choice of partner, 2) Establishing the 
ground rules, 3) Processual factors, 4) 
Ensuring equality, 5) People factors and 6) 
Environmental factors 

A survey of 106 ICT 
respondents and 8 case studies 
in collaborative product 
development in information and 
communication technology. 

Virolainen 
1998 
 
 

1) Shared goals, 2) Two-way information 
sharing, 3) Trust, 4) Early communication 
with supplier, 5) Top management support, 6) 
Distinctive value added by suppliers, 7) 
Mutual commitment and mutual 
understanding 

A case–study of insourcing 
practices in telecommunications 
industry. 15 managers were 
interviewed. This study was on 
partnership practices, not only 
on partnership formation. 

 
In these studies the partners’ goal congruence, clear value-add, and the compatibility of the 
partners were identified as critical. Also open communication, trust and commitment were seen 
as critical for successful partnership formation. 
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3.1.3 Partnership Formation as a Process 
 
The critical factors and phases reviewed above are summarized to a conceptual model of 
awareness, attraction, interaction and agreement. In Figure 12 the key concepts in the 
partnership formation process are illustrated: 
 

Commitment

TrustCommunication
Compatibility 

(4) Agreement on Partnership

(2) Attraction

Contract 

Adaptation and
coordination

Goal congruence

Awareness of the
need for partners

Awareness of
potential partners

(1) Awareness

(3) Interaction

assessment
sense making

 
 
Figure 12. General Model of the Critical Phases and Factors in the Partnership 

Formation 
 
In the model (Figure 12) Awareness (1) leads to the Attraction phase (2) consisting of the basic 
prerequisites for a partnership, i.e. potential partners’ compatibility and at least partial 
congruence of goals. In the Interaction phase (3) the partners’ communication affects trust and 
vice versa. Trust and commitment are also inter-linked and impact on each other. The adaptation 
and coordination of interaction demand communication and some degree of commitment. In 
accordance with the Process Framework by Ring and Van de Ven (1993), the interaction phase is 
seen as consisting of iterative and simultaneous assessment and sense making1 of the partnership 
and dyadic partners. If the interaction phase is successful, the partners agree on a partnership (4), 
and either a verbal or a written contract is drafted. 
 
The partnership formation process seems to contain formal and legal, as well as informal or 
socio-psychological processes. Ford’s model shows the early relationship stages i.e. the pre-
relationship stage, early stage and development stage. The relationship develops through 
adaptation and commitments. The parties’ distance fades as uncertainty and risk are reduced 
through increasing prediction and trust. The parties invest time to the relationship and adapt to 

                                                 
1 On the sense making and its role in strategic alliances, see Anderson et al. 2000). 
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each other. A contract or a major delivery is seen to manifest the development of a relationship or 
partnership. 
 
Previous studies seem to share the results on the need to have shared goals and rules, 
communication, mutual trust and commitment as well as partner compatibility (partner selection) 
or effort to understand the partners’ strengths and weaknesses. Several authors emphasize the 
criticality of the early partnering process and the atmosphere as leading to successful partnership 
formation and subsequent management. In this study on asymmetric technology partnership 
formation the demand for organizational compatibility is not feasible and therefore the role of 
other factors is relatively more critical. The critical phases and factors at the conceptual level are 
as follows: 
 
Awareness (1) 
By awareness is meant both that a company has recognized the need for a partnership and is also 
aware of the potential partner candidates. The company managers face considerable constraints 
that affect whether the firms will create partnerships (Mitchell and Singh 1995). These 
constraints may be e.g. managers' inability to find suitable partners, or organizational practices 
and policies. In many cases it is a long-term personal knowledge between key actors that sparks a 
subsequent cooperative relationship between the firms (Nohria 1992, Grabher 1993 and Hovi 
1995). Therefore increasing awareness and the utilization of networks may be seen as a learning 
process. 
 
Attraction (2) 
Attraction could be defined as "the degree to which an actor would consider a closer, long-term 
relationship with a particular actor" (adapted from MacKenzie 1992, 5). Attraction may include 
both economic and non-economic expectations. Attraction plays an especially important role 
when the partners are initiating interaction and a certain level of attraction is a precondition for 
interaction to get started (Möller and Miettinen 1990). Attraction can be measured in relation to 
other available exchange partners and the most attractive business relationship can be seen as the 
one with a highest positive net present value. Attraction is composed of perceived compatibility 
(both strategic and organizational) and goal congruence. 
 
Compatibility (2a) 
The very first premise of a successful partnership is the compatibility of the partners. Partnership 
should give value-add, which neither of the parties would be able to reach efficiently on its own 
(Spekman and Celly 1995). The parties’ knowledge, resources and skills should complement 
each other. In addition to strategic fit also compatible company cultures1 i.e. organizational fit 
has been found to enhance successful partnering. Cultures may differ either due to different 
nationality, mode of operation (e.g. a small firm operating like a research lab vs. a large IT firm 
operating like a “box mover”) or other historical and firm-specific reasons.  
 
Goal Congruence (2b) 
Goal congruence refers to the perception that it is possible for both parties in an exchange 

                                                 
1 According to Schein (1996, 11) culture is “a set of basic tacit assumptions about how the world is and ought to be 
that a group of people share and that determines their perceptions, thoughts, feelings, and, to some degree, their 
overt behavior.” 
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relationship to achieve their goals simultaneously (MacKenzie 1992, 113). A certain 
complementarity between the objectives of the parties is required for cooperation to develop 
(Hägg and Johanson 1983). Ford et al. (1986) introduce the concept of mutuality1 to describe the 
importance of collective goals or common interests between companies.  
 
Interaction (3) 
The interaction phase consists of social interaction, communication, adaptation, as well as of 
creation of trust and commitment. 
 
Communication (3a) 
Efficient communication has been found to be a key success factor in industrial innovation (Pavitt 
1994, Rothwell 1994). By sharing information the partners are able to set compatible goals. Also 
conflict resolution is likely to be more constructive because of the freedom to share information 
and pinpoint accurately the underlying problem (Spekman and Wilson 1990). In a similar vein 
Sharma (1993) discusses the transparency implying the openness of actors e.g. in receiving early 
signals as a pre-condition for successful alliances. The nature of communication can be formal or 
informal. The quality, quantity and frequency of communication are of importance. Quality 
includes the accuracy, timeliness, adequacy, and credibility of the information exchanged (Mohr 
and Spekman 1993). Communication has a critical role in signaling future intentions. It is also 
closely related to trust and commitment. 
 
Trust (3b) 
Trust has been defined as the "actor's expectation of the other party's competence, goodwill and 
behavior" (Blomqvist 1997). Trust has been referred to as a critical factor in long-term 
relationships like strategic alliances and technology partnerships (Larson 1992, Dodgson 1993, 
Young-Ybarra and Wiersema 1999, Virolainen 1998, Puumalainen et al. 2001). It has been 
identified to lead to cooperative behavior and constructive problem solving necessary in long-
term cooperation (Axelrod 1984, Young and Wilkinson 1989, Ring and Van de Ven 1992, 
Morgan and Hunt 1994, Jones and George 1998).  
 
Commitment (3c) 
Strategic alliances develop gradually as the participants learn, commit resources, gain experience 
and uncover the potential. In this process alliance partners adapt themselves and commitments 
are made (Sharma 1993). Commitment refers to “the implicit or explicit pledge or relational 
continuity between exchange partners” (Dwyer et al. 1987, 19). It suggests a future orientation 
and is therefore an essential ingredient for successful long-term relationships (Grundlach et al. 
1995, Ford 1998a). Commitment entails increasing risk due to dependence, e.g. relation-specific 
investments. Ford (1998a) suggests that the success of a business relationship over the long-term 
depends on the investments that each company is prepared to make in its development. These 
investments may be in terms of management time, product, process or procedural adaptation, or 
in physical resources. 
 
The core factor related to commitment is the level of trust that exists between the partners 

                                                 
1 “Mutuality is a measure of how much a company is prepared to give up its own individual goals or intentions in 
order to increase the positive outcomes of others and, through this, increase its own ultimate well-being” (Ford et 
al. 1986, 387). 
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(Wilson and Mummaleni 1986 and Spekman and Wilson 1990). If, however, the parties do not 
invest enough in the exchange, the incentives for each to internalize the goals, values, and well-
being of the exchange partner are constrained or lacking (see Grundlach et al. 1995). Thus 
commitment and trust seem to have a self-enforcing relationship: some trust is needed for 
commitment and related investments, which are increased through trust. 
 
Adaptation (3d) 
Adaptations can be seen as partner-specific investments demanding resources. Relationship 
development may be evaluated through the adaptations and investments of the parties (Möller 
and Wilson 1995b). According to Sharma (1993, 10-11) adaptations are a crucial feature of 
strategic alliances. Parties often modify their resources i.e. adept to each other by modifying their 
resources and processes either formally or informally. Usually in the beginning of the relationship 
the level of adaptation is minimal. Strong adaptation may lead to relationship-specific resources, 
strong commitment and related dependency. Möller and Wilson (1995b) suggest that attitudes 
and even managerial values may be adapted in a business exchange. Adaptation may be mutual or 
only one-sided. Adaptations may be large or gradual, visible or invisible.  
 
After this short review of the empirical and conceptual research on critical factors in asymmetric 
technology partnership formation the theoretical traditions explaining partnership formation are 
analyzed below. 
 
3.2 Theoretical Traditions 
 
A multi-theoretical perspective drawing from several theoretical traditions with specific premises 
and conceptual language is certainly not orthodox within a research paradigm, nor easy to 
manage. Despite the different theoretical and conceptual language the different traditions are 
viewed as complementary to each other, each paying attention to different problems and ignoring 
others.  
 
In the following subchapters the traditions are introduced. Their explanatory power and capability 
to offer useful conceptual tools and explanatory mechanisms for the research problem is reviewed 
in subchapters 3.3 and 3.4. 
 
The basic choice between internal and external development of capabilities and resources is 
analyzed in the transaction-cost-analysis (TCA). The driving force behind partnering is the 
access to external resources and capabilities in order to tap growth possibilities, i.e. international 
markets. Of the theoretical traditions the resource-based view (Penrose 1959, Wernerfelt 1984), a 
more recent dynamic capabilities view (Teece et al. 1997, Foss 1999 and Metcalfe and James 
2000) and a knowledge-based view of the firm (Nonaka and Takeuchi 1995, Grant 1996) share 
the same basic premises of the firm, yet emphasize the roles of resources and capabilities as a 
source of competitive advantage somewhat differently. 
 
The social exchange theory is interested in the human behavior and related exchange. The 
interaction approach explains the setting and interaction in partnership formation. Together with 
the social exchange theory it enables a dynamic approach to trust in the partnership formation 
process.  
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Because of the complex nature of the research question the different theoretical traditions are 
used complementarily. The useful concepts from different approaches are combined like the 
pieces of a puzzle to make it possible to receive as complete picture as possible. The theoretical 
views are overlapping, as shown in Figure 13. After the analysis in the following subchapters the 
theoretical traditions were grouped into three sets with different origins. The three major theories 
are the transaction cost approach, social exchange theory and the resource-based view of the firm.  
 

Resource-based view
Dynamic capabilities  view

Social exchange theory

Transaction-cost approach

Knowledge-based view

Interaction approach

 
Figure 13. Multi-theoretical Approach to Partnership Formation 
 
In the following subchapters the relevant research traditions are reviewed and their explanatory 
power over the research problem is evaluated. We start with the transaction cost analysis.  
 
3.2.1 Transaction Cost Approach 
 
Coase (1937) studied the profound questions of what a firm is and why firms exist in his famous 
article ”The Nature of the Firm.” Williamson (1975-) and others have followed Coase's ideas in 
order to explain the optimal boundaries of the firm by transaction costs or administrative costs of 
coordinating economic activities. Coase concludes “firms exist where the costs of coordinating 
economic activities through the market exceed the costs of coordinating them within the firm” 
(Coase 1988, 38). Williamson has been very influential in developing Coase’s ideas further. He 
has also introduced hybrid forms, i.e. cooperating with another firm, to the Coasean framework.  
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Figure 14. Managerial Decision on the Boundaries of the Firm 
 
The transaction cost approach seems to be a natural starting point for studying partnership 
formation. At least in theory the partners face the choice of keeping the operations and control 
within the single firm or to use external resources. The fundamental choice the firms face is 
whether to produce in-house (in hierarchy), buy from the market or establish partnerships (hybrid 
forms) with other firms. Transaction costs can be seen as an economic equivalent of friction in 
physical systems (Englander 1988, 344 borrows Williamson 1985, 18). Transaction costs include 
e.g. finding the partner/customer, screening his competence and goodwill, establishing and 
maintaining the relationship, setting the price, negotiating and completing a contract as well as 
monitoring the other transacting party. The total cost of transacting the activity externally is the 
cost of the external supplier and the transaction cost. 
 
Williamson (1975) has proposed that the human behavioral factors 1) bounded rationality1 and 2) 
opportunism2 as well as the environmental factors 3) uncertainty3 and incomplete markets with 
small-numbers bargaining4 and the transaction related factors 4) frequency of transactions and 5) 
asset-specificity 5 give room to potential market failure. In these conditions it is more efficient to 
internalize the operations, and a move from markets to hierarchies is precipitated as the most 
efficient governance structure, ceteris paribus (Williamson 1975, 4 and 7, see also Ring and Van 
de Ven 1992).  
 
From the TCA point of view the important variable in various transactions is the degree of asset 

                                                 
1 Bounded rationality limits the ”powers of individuals to receive, store, retrieve, and process information without 
error (and limits individual abilities to articulate their knowledge or feelings by the use of words, numbers, or 
graphics) in ways which permit them to be understood by others” (Williamson 1975, 21-22). Bounded rationality as a 
concept or principle appears first in 1957 in Herbert Simon’s book, Models of Man, Social in Rational: “The 
capacity of human mind for formulating and solving complex problems is very small compared with the size of the 
problems whose solution is required for objectively rational behavior in the real world – or even for a reasonable 
approximation to such objective rationality” (Simon 1957, 198). Bounded rationality leads also to the fact that a 
man cannot foresee the future completely and is therefore unable to safeguard the operations by perfect contracts. 
2 Opportunism is a combination of self-interest with guile, a strategic manipulation of information, or 
misrepresentation of intentions. It is one party’s selective or distorted information disclosure or self-disbelieved 
promises regarding future conduct (Englander 1988, 341 borrows Williamson 1975, 21-22). 
3 Fransman (1998, 150) sees uncertainty as a special case of incomplete information, where information on future 
states and state-contingent consequences cannot be derived, but intepretive ambiquity will exist.  
4 According to TCA small-numbers bargaining causes a transaction cost and risk, therefore the prescription is to 
internalize this knowledge. In similar vein Pisano (1990, 171) found evidence that a more concentrated supply side 
of R&D market increased the likelihood of internalization.  
5 Asset specificity can arise from site specificity, physical asset specificity or human asset specificity (Englander 
1988, 345). 
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specificity creating a safeguarding problem. Transactions involving highly specific assets may be 
referred as idiosyncratic. In asymmetric technology partnerships the delivered assets may be 
specific (even idiosyncratic) and there may be a small number of players on the market. Co-
specific assets may also serve as a “hostage” by forcing each party to work together. Cooperation 
may then be a cost-efficient way to manage the high-risk level.  
 
TCA does not take a stance towards the high pace and cost of technological development, which 
is one of the major drivers behind technology partnerships. In the ICT asymmetric technology 
partnerships the risks due to environmental uncertainty are high. It may be assumed that even 
though environmental risk is high a partnership may be an accepted governance structure under 
the present conditions of high technological change and development costs. It may also be 
assumed that the high risk inherent in such partnerships may be accepted, as managers are more 
used to tolerating risk in highly competitive and uncertain environments, e.g. in the ICT sector.  
 
According to TCA, minor variations in transactions may be accommodated by change in the 
safeguards within the chosen organizational form, e.g. by tightening the contract of the 
partnership (Noorderhaven 1996, 105). According to the transaction cost approach man is 
inclined to behave opportunistically, but the role of trust is noticed (Williamson 1975, 108). In 
his later works Williamson notes the evolvement of both institutional and personal trust. “Other 
things being equal, idiosyncratic exchange relations that feature personal trust will survive 
greater stress and display greater adaptability” (Williamson 1987, 62-63).  
 
Applicability of the Transaction Cost Approach  
Transaction cost analysis is an influential and widely acknowledged theory with strong contacts 
with the environmental context and human nature. It offers a logical efficiency rationale for firms 
to choose the appropriate governance structure of economic transactions. However, it has also 
some deficiencies as regards the research question in this thesis. It is static in nature and cannot 
explain the processual and complex development of partnerships with future expectations (see 
also Spekman and Wilson 1990). Thus the transaction cost approach does not seem to take the 
dynamics or nature of technological knowledge very well into account. Also technological 
knowledge is considered at a very general level, i.e. in the notions of relationship-specific assets 
and idiosyncratic resources. Probably neither Coase nor Williamson could foresee the 
tremendous speed of technological change1, radical uncertainty and the subsequent steep increase 
in R & D2 costs. In its early form it does not take into account the management costs the firms 
organized in vertical hierarchy have to bear (e.g. costs for R & D, cost for personnel 
development, support for the head offices, as well as the time the management uses to manage 
and control the internal venture). Barney and Hansen (1994) note that large organizations are not 
homogenous and TCA dismisses the internal threat of opportunism in exchanges with other 
divisions in the hierarchy. Also Quinn and Hilmer (1994) have argued that TCA has over-
emphasized the transaction costs between partners. In general TCA has been criticized as 
emphasizing overly the opportunistic nature of actors (for an interesting comparison of Network 

                                                 
1 Sako (1994, 269) includes transaction benefits and technology consideration on her reasoning for the boundaries of 
the firm. She writes that “a firm’s decision over what activities to organize in-house and what to subcontract depends 
on a combination of criteria involving costs, value added, access to new technology, and the time horizon for 
achieving the firm’s strategic goals.” 
2 E.g. in 1998 the Nokia Corporation’s investment on R & D was nearly 7 billion FIM i.e. 8 per cent of their 
turnover. In Finland almost every second Nokia employee works for product development (Vihma 1999 b, 32). 
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and TCA approaches see Foss and Koch 1994)  
 
The contextual factors which TCA presents, e.g. the asset specificity, small number of players, 
uncertainty, bounded rationality and fear of opportunism are relevant in partnership formation 
between small and large technology firms. In the emerging ICT industry there is a need for novel 
and innovative technologies yet the number of players may be very small. The amount of 
available information is immense and its content complex and multi-disciplinary. Managers are 
seen as boundedly rational meaning that they are bounded in their ability to utilize information 
for rational decision making. The asset specificity rises mainly from human asset specificity.  
 
Despite of its limitations TCA is seen as a useful point of departure when building the theoretical 
framework considering firm boundary decisions and asymmetric technology partnership 
formation. Companies search for efficiency and the key critical question of whether certain 
operations (e.g. R & D) should be kept within the hierarchy or organized in the form of 
partnerships is strategic. In the asymmetric technology partnership formation context the small 
firms need to consider carefully whether they can commit themselves in long-term relationships 
with large partners and if they can bear the risk of relation-specific-investments in potentially 
very asymmetric relationships. TCA is limited in its ability to incorporate small firms in the 
analysis, and has better explanatory power on large firm rationality. Also large firms’ ability to 
adjust their boundaries as prescribed by TCA may in reality be limited due to organizational 
policies and historical patterns of R&D (see Pisano 1990). It is argued that firm-internal 
heterogeneity and organizational culture are not taken into account in TCA. TCA notices the 
existence of trust, but puts little emphasis on the nature and dynamics of trust. Instead of trust the 
concept of opportunism is discussed. Hostages, contracts and relation-specific investments are 
seen as governance mechanisms and protection against opportunistic behavior rather than trust. 
 
3.2.2 Resource-Based View of the Firm 
 
The Resource-Based View of the firm (RBV) is a strategic management-based theory of the firm, 
which sees a firm as a bundle of more or less idiosyncratic resources, skills and capabilities 
(Penrose 1959, Wernerfelt 1984, Barney 1991, Mahoney and Pandian 1992, Peteraf 1993, Foss 
and Robertson 2000). According to RBV these firm-specific resources establish the basis for 
competitive advantage and rent generation if conditions of resource superiority, imperfect 
resource mobility and ex ante and ex post limits to competition are sustained. Penrose (1959, 24) 
explains the existence of a firm as “a collection of productive resources the disposal of which 
between different uses and over time is determined by administrative decision.” Thus the 
management capability is seen as the differentiating factor between firms with equal resources. 
 
Barney (1991, 101) defines a firm’s resources as “all assets, capabilities, organizational 
processes, firm attributes, information, knowledge etc. controlled by the firm that enable the firm 
to conceive of and implement strategies that improve its efficiency and effectiveness.” Barney 
(1991, 101) divides the different resources to physical capital resources, human capital resources 
and organizational capital resources. Thus the firm’s resources are seen widely and the 
idiosyncratic firm attributes are acknowledged as a factor in the performance of the firm. In 
Figure 15 the sustained competitive advantage, as a source of firm resource heterogeneity and 
resource immobility is illustrated. 
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Figure 15. Resource-Based View of the Firm (Barney 1991) 
 
In order to create sustainable competitive advantage the firm-specific resources must be 
sustainably heterogeneous, valuable, rare and imperfectly imitable. Inimitability is the result of 
context-specific and irreversible investments, skills, learning and related causal ambiguity1 and 
social complexity2 (Barney 1991). Successful firms are believed to possesses both tangible and 
intangible assets, e.g. technological know-how, patented process or products and know-how 
spread among the employees. Also reputation, information asymmetry, property rights as well as 
buyer switching costs and search costs function as isolating mechanisms protecting individual 
firms from imitation (Peteraf 1992). An appropriate match in environmental opportunities is 
another demand for rent generation as the role and importance of various resources varies 
according to the time era (Barney 1991, Peteraf 1992). 
 
The heterogeneity of a firm arises from the idiosyncratic physical, human and intangible 
resources (Mahoney and Pandian 1992) of which the tacit and socially complex knowledge assets 
seem to be especially difficult to imitate. Even though the physical technology is imitable, the 
exploitation of physical technology is “socially constructed” i.e. it involves social complexity, 
e.g. social relations, culture and traditions difficult to imitate and little studied (Barney 1991, 
Ford 1998a, Foss and Robertson 2000).  
 
Firm-specific resources set limits for the growth, rents and diversification of the firm. They are 
expected to expand and change slowly. Most incremental innovation is path-dependent since the 
established organization has a memory of tacit know-how and routinized ways of doing things3. 
This path dependent accumulation of knowledge and competencies is both a source for difficult-
to-imitate competitive advantage and potentially a source for inertia, if a company needs to move 
quickly to new areas and learn new issues. Knowledge-based competencies create firm-specific 
trajectories through collective learning and application. Also firm-internal power relations affect 
the adoption of new technology. Therefore it is expected that new product and process 
development for a particular organization are likely to lie in the neighborhood of accumulated 
knowledge. Thus the firm-specific resources may be “sticky”4 and difficult to transfer.  
                                                 
1 Due to complex and interdependent resources and causal ambiguity in the relationship between a firm’s resources 
and competitive advantage, the firm may not be aware of the source of its competitive advantage. It may be implicit, 
but not explicable. Implicit or tacit knowledge is difficult to articulate and imitate (see Barney 1991, 109-110). 
2 Social complexity may be due to interpersonal relationships in the management, the firm’s culture and reputation 
among customers and suppliers (Barney 1991, 110). 
3 “Ericsson’s board making strategic decisions found the Internet first more like a playground for children. It was not 
until autumn 1996 that they decided to invest in Internet. In a similar vein manufacturing mobile phones seemed also 
strange for Ericsson in the beginning, but this decision has turned out to be a very good one” (Määttänen 1999, 24). 
4 According to Teece et al. (1997, 514) resources are sticky and firms are stuck with what they have and what they 
lack at least for some degree in the short run. This is because business development is very complex, some assets are 
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The task of the management is to maximize value of the firm through optimizing present and 
future resources and capabilities (Grant 1996). Management insight, i.e. information about an 
opportunity may be a source for competitive advantage creating first-mover advantages (Barney 
1991, 104). The ability to make better use of resources in e.g. combining existing resources and 
leveraging external resources may be a distinctive competence as such (Mahoney and Pandian 
1992, 365). Optimal growth may be reached through exploitation of existing resources and 
development of new resources (Mahoney and Pandian 1992, 366, Penrose 1959).  
 
Peteraf (1993, 183) uses the term “asymmetry” when describing the heterogeneity between 
incumbent firms and entrants. Firms combining their asymmetric characteristics could jointly 
create relative competitive advantage. Also Mahoney and Pandian (1992, 368) discuss 
diversification through acquisitions and note that idiosyncratic bilateral synergy offers enhanced 
value to the combined resources of the acquiring and the target firm. 
 
Applicability of the Resource-Based View of the Firm 
The resource-based view of the firm offers useful concepts for studying the nature of the firm and 
the attributes of the resources offering superior rents and competitive advantage. It seems to be a 
powerful and general theory explaining the strategic search for competitiveness based on resource 
heterogeneity and the sustainability of competitive advantage (isolation mechanisms).  
 
RBV has the heterogeneity of firms over time as a basic premise (immobility, inimitability and 
path dependence). Especially Barney (1991) discusses the firm-specific (organizational) 
characteristics and attributes as a source for competitive capabilities. Asymmetry is 
acknowledged partly there and partly in a firm’s search for diversification and potential 
synergistic rents from acquisitions. 
 
RBV has been criticized for its static nature. For the notice of potential resources (capabilities) 
and inevitability of environmental changes (Barney 1991), RBV cannot be accused of being fully 
static. However, it does not specifically focus on the industry dynamics or the related necessary 
dynamics in firm capabilities in rapid and unpredictable change (Eisenhardt and Martin 2000). Its 
assumptions fit well with the research question, yet it could be claimed that RBV does not pay 
very much attention to industry dynamics and speed of technological change resulting in 
continuous need to develop capabilities through internal and external combinations. Rather, as 
Teece et al. (1997, 514) argue, it focuses on strategies for exploiting existing firm-specific 
resources.  
 
In leveraging firm-external resources only acquisitions have been discussed (Barney 1991, 
Mahoney and Pandin 1992 and Peteraf 1993) and the mechanisms underlying the creation of new 
resources have received little theorizing (Foss and Robertson 2000, 3). RBV does not deal 
further with the combination processes of internal and external capabilities either, but rather 
focuses on the internal development and diversification through acquisitions. Thus partnerships 
and other hybrid arrangements receive less attention. Even though partnerships are not in specific 
focus, RBV gives a clear rationale for asymmetric technology partnerships, combining the firm-
specific and complementary diverse resources. 

                                                                                                                                                        
not tradable (e.g. reputation), but must be developed internally in due time, and resources may not yield rent to 
acquirer. 
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The so-called dynamic capability -view of the firm could be seen as a dynamized version of the 
resource-based view. It has specific focus on firm and industry dynamics and thus may fit this 
research context even better. Another recent view, the knowledge-based view of the firm may 
offer some further explanation of why partnerships are used instead of markets and how the 
nature of knowledge impacts on partnership formation. In the following, first the dynamic 
capability view of the firm and then the knowledge-based view of the firm are reviewed. 
 
3.2.3 Dynamic Capability View of the Firm 
 
The Dynamic Capability View of the firm (DCV) can be seen to originate from the influential 
core competence thinking (Prahalad and Hamel 1990) where the firm’s potential for competitive 
advantage and competitive strategy may be traced to specific core competencies distinguishing 
one firm from another. The dynamic1 capabilities2 view of the firm emphasizes the dynamics in 
the competition arena and competing firms and can be seen as an emerging paradigm to 
understand how competitive advantage is achieved in dynamic industries like ICT or 
biotechnology and pharmaceuticals (Teece et al. 1997, Powell 1998, Eisenhardt and Martin 
2000).  
 
According to this view, the firm is seen as a generator of dynamic capabilities (Teece and Pisano 
1994, Huttunen et al. 2001) and a transformation process (Metcalfe and James 2000, 32). DCV 
explains the need for firms to combine, transform and renew their capabilities in accordance with 
environmental changes by internal development (organizational learning, investing in R&D) 
and/or combining the external resources from the market, and/or through utilization of external 
capabilities through e.g. acquisitions, partnerships and alliances. Huttunen et al. (2001, 5) 
differentiate resources, competencies and capabilities as follows: 
 
1)  Resources3 are inputs without firm-specific components and can be purchased from 

markets. Thus they cannot differentiate firms one from another (Metcalfe and James 
2000). 

2)  Organizational routines/competencies4 are the activities required when the firm specific 
resources are assembled in integrated clusters to enable distinctive activities to be 
performed. 

3)  Capability is the integration and joint operation of routines (Metcalfe and James 2001). 
4)  Core capabilities are valuable, rare, idiosyncratic and hard-to-imitate capabilities that 

define the firm’s fundamental business (Teece et al. 1997). 
5) Dynamic capabilities are the firm’s ability to integrate, build and reconfigure the 

internal and external competencies/capabilities to address rapidly changing 
environments. 

                                                 
1 According to Teece et al. (1997, 512) dynamic refers to a situation where there is rapid change in technology and 
market forces, and “feedback” effects on firms. 
2 According to Teece et al. (1998, 72) a dynamic capability is “the ability to sense and then to seize new 
opportunities, and to reconfigure and protect knowledge assets, competencies and complementary assets and 
technologies to achieve sustainable competitive advantage.” 
3 The definition of resources is very different from Teece et al. (1997, 516) who maintain close link with RBV and 
use the term resource to illustrate difficult-to-imitate firm-specific assets. 
4 Organizational routines may be e.g. quality or systems integration, but also a shared corporate culture, de facto 
governance, bringing shared values, beliefs and related routines (Teece et al. 1997, 520). Organizational processes 
may be such routines that enable replication through codified information. 
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Thus resources are of generic nature and can be bought from the market, but they cannot yield 
distinctive competitive advantage. Each firm is seen to have a firm-specific knowledge base, 
which is path dependent, creates knowledge trajectories and is accumulated over time. The 
differential development of capabilities leads to different ability to innovate and subsequently, to 
compete.  
 
In addition to their different core capabilities firms are different in their ability to renew and 
adapt these capabilities, i.e. dynamic capabilities. Competitive advantage is then based on 1) a 
continuously changing knowledge base, 2) resources and 3) learning-induced replication 
processes, all together generating path-dependent firm trajectories (Huttunen et al. 2001, see also 
Grant 1996 and Metcalfe and James 2000). 
 
Dynamic capabilities differentiate firms and enable the combination of an organization’s firm-
specific core capabilities and general resources, or firm-specific capabilities of other 
organizations. Capabilities can be further divided into rent-earning capabilities (needed to 
conduct and grow current activities) and capabilities developing the rent-earning capacity, which 
develop all firm activities e.g. new products and new market areas (Metcalfe and James 2000, 34-
45). 
 
Knowledge creation is pursued through dynamic capabilities. Capabilities are the organized 
packages of resources and routines. Static routines replicate the existing organizational and 
technological capabilities and partial replication makes the adaptational changes possible. 
Dynamic routines enable search for new knowledge through learning (see Figure 16). 
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Figure 16. Elements of the Dynamic Capability View of the Firm from the 

Knowledge-Based Perspective (Blomqvist and Kyläheiko 2000, see also 
Kyläheiko 1995) 
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In addition to dynamics DCV emphasizes the firm-specific culture and theories of business in 
capability creation as a cognitive framework. Capabilities are formed around a firm’s particular 
set of theories of business providing a “shared view of the world” creating distinct capabilities, 
but also limiting the progress1 (Metcalfe and James 2000, 41).  
 
Applicability of the Dynamic Capability View of the Firm 
Due to its dynamic approach to competitive environment and firm-specific capabilities DVC is 
very suitable for our research issue. It clearly acknowledges skill and capability acquisition and 
learning, as well as the firm-specific culture and the theory of business as strategic issues. 
Knowledge creation through dynamic capabilities from internal and external sources is in the 
heart of this view of the firm. However, the dynamic capability view is only evolving to a robust 
theoretical framework. Operationalization of the key concepts is still lacking, but some of the 
basic tools and concepts offered by this evolving theory of the firm can be used. Organizational 
learning is a very complex issue, where the “black box” has not yet been cracked. Replication of 
competencies and capabilities is challenging, as many of the valuable assets are tacit in nature. 
The organizational capability to learn, reconfigure and integrate is very challenging as even the 
most innovative and successful large firms are claimed to be rather rigid and path dependent 
(Christensen 1997). In chapters 4 and 7.2 also the organizational limitations will be analyzed.  
 
3.2.4 Knowledge-Based View of the Firm  
 
According to the knowledge-based view of the firm the knowledge-based assets are the critical 
resources and the key to competitiveness (Teece et al. 1997, Nonaka and Takeuchi 1995, Spender 
and Grant 1996, Powell 1998). Its intellectual roots lie in organizational learning (Argyris and 
Schön 1978, Senge 1990 and Leonard 1995). According to KBV the firm is seen as a repository 
of knowledge (Fransman 1998)2, an institution for integrating knowledge (Grant 1996) and a body 
of knowledge (Spender 1996). Von Krogh et al. (2000,4) describe the firm as “a dynamic entity, 
which actively interacts with others and the environment…and has the capability to continuously 
create new knowledge out of existing firm-specific capabilities.” As seen in the previous reference 
the knowledge-based view of the firm emphasizes mainly internal knowledge creation. 
 
The social aspect of knowledge creation is acknowledged. Birkinshaw (2001,12) notes, “at the 
heart of the knowledge management movement is the simple concept of the firm as a social 
institution.” Also Kogut and Zander (1992, 384) see firms more as social communities for 
voluntaristic action rather than “nexus of contracts” in organizational economics. In a similar vein 
Grant (1996, 112) confirms that the power of firms (instead of markets) is in their ability to 
“efficiently develop and utilize tacit knowledge and create conditions under which multiple 
individuals can integrate their specialist knowledge.”  
 
A critical aspect as regards to competitive advantage is the nature of knowledge (Kyläheiko 1995, 
David and Foray 2001). As a source of knowledge, the information is often complex by nature 
demanding special education and experience to be utilized and refined further. Much of 

                                                 
1 Also Leonard (1998) notes the paradox of the core capabilities acting simultaneously as potential core rigidities. 
2 Fransman defines knowledge as processed information (Fransman 1998, 149). Nonaka and Takeuchi (1995, 58) 
define knowledge as “justified true belief” or “dynamic human process of justifying personal belief toward the 
“truth.” 
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knowledge is tacit1 meaning that it cannot be explicitly articulated and codified (Nonaka and 
Konno 1998, Cook and Brown 1999). Nonaka and Takeuchi (1995, see also Cook and Brown 
19992) refer to “epistomology of possession” where knowledge (tacit or explicit) is regarded 
something that people (individuals or groups) possesses. Some authors, e.g. Nonaka (1994) seem 
to stress organizational knowledge, whilst others (Grant 1996, Tsoukas 2000) underline the 
personal nature of knowledge. Tacit knowledge is person- or team-specific and very difficult to 
transfer. Especially the difficult-to-replicate knowledge assets create competitive advantage. In 
addition to the tacitness of the knowledge, such knowledge assets may be e.g. know-how, 
customer relationships, brands and superior business processes (Teece 1998b and Mascarenhas et 
al. 1998).  
 
In the knowledge-based view of the firm the knowledge creation, relevant processes (Nonaka and 
Takeuchi 1995) and the knowledge-creating context (Nonaka and Konno 1998, von Krogh et al. 
2001) are emphasized. Knowledge creation is seen as a conversion, where individual knowledge 
is transferred to organizational knowledge (see Figure 17). The interactive nature of knowledge 
creation is illustrated with a spiral. 
 

socialization
(from tacit to tacit)

externalization
(from tacit to explicit)

internalization
(from explicit to tacit)

combination
(from explicit to explicit

dialogue

linking
explicit
knowledge

learning
by doing

field building

sympathesized
knowledge

conceptual
knowledge

operational
knowledge

systemic
knowledge

 
Figure 17. Knowledge Spiral and Contents (Nonaka and Takeuchi 1995) 
 
By socialization Nonaka and Takeuchi (1995, 62) mean “a process of sharing experiences and 
thereby creating tacit knowledge such as shared mental models and technical skills.” 
Externalization is “a process of articulating tacit knowledge into explicit concepts… taking the 
shapes of metaphors, analogies, concepts, hypotheses, or models” (ibid 1995, 64) which also 
demands strong interpersonal communication, reflection and conceptualization. Combining 
explicit knowledge to explicit knowledge creates systemic knowledge e.g. a service prototype or 
managerial system. Internalizing explicit knowledge into tacit knowledge becomes operational 
knowledge. 

                                                 
1 Grant (1996, 111) characterizes tacit knowledge as knowing how and explicit knowedge as knowing about facts. 
2 Cook and Brown (1999, 386) distinct individual and organizational knowledge by giving an example of individual 
copier technicians who each have a sense of how a particular copier ought to sound when operating properly. 
However a group of technicians possess “war stories” about what odd stories can mean. Similarly a software 
programmer may have incomparable coding skills2 but the team learns by sharing experiences and solving them 
jointly. 
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In the knowledge-based view of the firm, “a richer and more complex framework that includes 
rather than excludes people and their idiosyncrasies, culture and history – and their knowledge 
and skills” (Spender and Grant 1996, 6) is applied. In similar vein as the dynamic-capability view 
also in the knowledge-based view of firm approaches increased firm-specificity as a possibility to 
generate shared language, knowledge, and routines that enhance the efficiency of coordination 
(Poppo and Zenger 1998). Spender and Grant (1996, 8) also note that the paradox in tacit 
knowledge is the difficult replication: it is possible that the company possessing the tacit 
knowledge may not understand it well enough in order to exploit it effectively. Transfer of tacit 
knowledge between people, organizations, time and space is problematic1, making the transfer of 
tacit knowledge slow, costly and uncertain. The correctness and depth of information is also 
unsure and the transfer costs become high.  
 
If the transfer from the personal level to the organizational level is problematic, the 
interorganizational transfer of knowledge may be even more difficult. Intellectual property, 
whose proprietary rights are safeguarded e.g. in the form of patents, trade secrets and copyrights, 
may have a very high value on the markets (Teece 1998a). It seems that in the 1990’s and 2000’s 
the role of intellectual property rights have increased as a source of highly valued intellectual 
capital. Intellectual capital has an effect on a company’s market value and value as a tradable 
asset in patent portfolios. To the extent the information is imitable it can be copied without the 
owner of the knowledge gaining any rent if a leakage problem (Spender and Grant 1996) arises. 
There is a paradox also here: first the transfer of knowledge is difficult, demanding special 
endeavor and effort in establishing relationships and connecting to other actors in e.g. technology 
partnerships. On the other hand the partner may “hover” the knowledge, and isolation could be a 
more sensible act for an actor seeking competitive advantage and profit from knowledge. It seems 
that the ability to build trust could counter-balance this paradoxical situation. Miles et al. (2000, 
300) also note the voluntary aspect of innovation: ”innovation cannot be managed hierarchically 
because it depends on knowledge being offered voluntarily rather than on command.” The 
knowledge-based view also approaches organizational asymmetry by arguing that adaptation 
among different people and cultures demands longer time for socialization. Subsequently more 
time, explicit language and face-to-face communication is needed to develop trust (Nonaka and 
Takeuchi (1995, 222). 
 
Applicability of the Knowledge-Based View 
The knowledge-based view proposes internalization (hierarchy) due to firm-specific resources, 
which generate potential benefits of firm-specific language and routines yielding valuable 
capacities (Poppo and Zander 1998, 857). According to the capability-based and knowledge-
based views of the firm, it is not only transaction costs but also the tacit knowledge and learning 
opportunities that must be considered in the decisions of where to draw the boundaries of the 
firm (Teece 1998b). 
 
The knowledge-based view examines the creation and transfer of knowledge as well as the 
context for knowledge creation. It is a fairly recent approach and still under conceptual and 
theoretical development (see e.g. Spender 1996, Nonaka and Nishiguchi 2001, Birkinshaw 2001). 

                                                 
1 Cook and Brown (1999, 384-385) cite Polanyi’s example of bicycle driving. People learn to drive a bicycle, when 
they spend time on it, but they may not be able to explicitly explain how the handlebars must be turned in order to 
avoid falling.  
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Its strength is in the holistic view of the organization. It also views firms as dynamic and unique 
entities, with specific structures and cultures. It extends the existing theories of the firm by 
including individual and personal level idiosyncrasies, e.g. skills, knowledge, culture and history, 
and focuses on knowledge as a key organizational resource. The internal organization of the firm 
neglected in organizational economics (TCA) is more under focus in the knowledge-based view 
where the firm is seen as a social institution. 
 
Knowledge-based view of the firm is also very up-to-the point of the problems of today’s 
knowledge-based organizations i.e. how to create and sustain the competitive edge based on 
intellectual knowledge assets in the dynamic environment. Even though focusing in intra- and 
inter-firm learning, the explanatory power over the learning mechanism is still vague. Trust is an 
emerging theme. The knowledge-creating processes and context are of interest, but the issue of 
inter-firm knowledge transfer and creation is not focused from the partnership point of view. 
Also the integration of specialized knowledge of different and complementary partners has 
received little attention (Grant 1996 and Birkinshaw 2001).  
 
3.2.5 Social Exchange Theory 
 
According to Homans (1979, xviii) exchange makes human behavior specifically social. In 
exchange the actions of one person provide the rewards or punishments for the actions of another 
person and vice versa. Behavioral science has actions and words of individuals in its object of 
study in studying human behavior. Behaviorally a person has been seen as a feedback mechanism 
meaning that an action with favorable consequences is probable to be repeated (Homans 1979).  
 
Mutual self-interest is seen as a basis of social relationships. Another basic assumption is that a 
party in the exchange must be able to provide rewards in order to get them. A relationship 
emerges when a person enters into repeated exchange with the same other person. The 
relationship develops further through new kinds of exchanges cementing or undermining the 
original exchange relationship. Relationships grow, develop, deteriorate, and dissolve as a 
consequence of an unfolding social-exchange process, which may be conceived as a bartering of 
rewards and costs both between the partners and between the members of the partnership and 
others (Huston and Burgess 1979, 4-5).  
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Figure 18. A Person-Other Relationship in Its Social Context  
(Huston and Burgess 1979, 5) 

 
Huston and Burgess explain relationship development as proceeding through three levels of 
involvement (see Figure 18): awareness of the other (P knows of the other or both know of each 
other, but have not interacted), surface contact (formal or superficial contact) and mutuality 
(relationship is personal, intense and intimate). 
 
Four fundamental dimensions of relatedness have been found (Wish et al. 1976 in Huston and 
Burgess 1979, 6-7): 1) cooperative-friendly vs. competitive-hostile, 2) equal vs. unequal, 3) 
intense vs. superficial and 4) socioemotional-informal vs. task-oriented-formal. Thus 
relationships where the parties are more cooperative and friendly, equal, intense and informal can 
be described as more close. Close relationships are also characterized by high interdependency. 
The parties are interdependent to the extent to which each one’s outcomes depend on the 
outcomes received by the partner, and to the degree to which each one’s profits exceed customary 
profits or those likely in another relationship (Huston and Burgess 1979, 13). 
 
Equity is another important principle in exchange. According to the equity theory, people become 
more committed to relationships when they perceive that the value of each participant’s outcomes 
are proportional to the relative value of each individual’s investments (Huston and Burgess 
(1979, 11). However, maintaining equity in a long-term relationship is difficult, resulting in 
fragility of the relationship.  
 
When relationships develop closer the parties interact more often, they are more open and willing 
to share both positive and negative feelings, synchronize their goals and behavior, increase 
investments in the relationship, increase liking, trust and (love) for each other (Huston and 
Burgess 1979,8). The similarities in social behavior, perceived attraction and also the probability-
of-acceptance ratings have been predicted to lead to a close involvement. Emerging early 
relationships are characterized by dependency, vulnerability, insecurity and ambivalence calling 
for assurance. After an encounter is started, the preliminary assessments are replaced by the 
behavioral data gathered from the interaction (see Huston and Burgess 1979, 15-17).  
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In Figure 19 the characteristics of a close relationship according to the social exchange theory are 
depicted and summarized. Also the antecedents and consequences of a close relationship are 
described.  
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Individual
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Figure 19. Antecedents, Characteristics and Consequences of a close Relationship in 

Accordance to Social Exchange Theory  
(Wish et al. 1976 in Huston and Burgess 1979) 

 
According to the social exchange theory the relationships remain superficial if 1) the types of 
rewards exchanged are readily available from a number of sources and 2) the interaction of the 
parties has not been sufficiently profitable to motivate the partners to intensify their involvement 
(Huston and Burgess 1979, 16). 
 
Both trust and commitment increase through positive experiences and interaction (Luhmann 
1979, 1988; Lewis and Weigert 1985, Larson 1992, Ring and van de Ven 1992). The personality 
of the trustor impacts on the experience and level of experienced trust (Rotter 1967). Satisfactory 
and equitable interaction is believed to increase trust. Knowledge of the other and his/her values 
may be shared through communication, which is seen as a key to emerging inter-party trust. The 
level, frequency and multiplexity of communication are believed to lead to higher trust. 
Communication also enables the exchange of critical information of motivation, future goals and 
vision needed for trust to emerge. If the parties are able to communicate efficiently and openly, 
they may also align their expectations and the potential of the emerging relationship. Trust is 
linked closely to interpersonal liking, and has thus an attribute of emotional attachment (Scanzoni 
1979) partly causing the fragility of trust; broken trust is very difficult to heal. 
 
Applicability of the Social Exchange Theory 
Economic actions are embedded in social relations (Granovetter 1992). The social exchange 
theory offers a complementary approach to economic exchange and has many useful tools for our 
research problem. The basic social exchange concepts of rewards and punishments are very close 
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to the seemingly very different transaction cost approach, which studies the boundaries of the 
firm, focusing on the costs (and benefits) of exchange. 
 
The social exchange theory focuses on individuals, which, in our research setting, are the actors 
having the capability to trust, not the organizations. The social exchange theory is interested in 
relationship development, especially the development of close relationships. Since we are 
interested in the early phase of a relationship, i.e. partnership formation and especially the role of 
trust in it, the social exchange theory offers useful conceptualization for us. The following 
traditions, the interaction approach and the network approach draw very much from the social 
exchange theory. 
 
3.2.6 Interaction Approach  
 
The Interaction Approach emphasizes dynamics in interorganizational exchange and business-to-
business relationships. Buyers and sellers are both seen as active participants in the interaction. 
The interaction approach studies long-term relational exchange, where the actors see the future 
benefits and are intentionally looking into potential ways to develop the relationship (Möller and 
Wilson 1995a). It also challenges the atomistic view of the market and stresses that in industrial 
markets the players are few and in many cases known to each other. In business markets the 
relationships between buyers and sellers are intense and often personal. Customers and their 
demands are heterogeneous (Ford 1998a). 
 
The theoretical emphasis of the interaction approach is to understand and explain the dynamics of 
establishing, developing, maintaining or terminating interorganizational exchange relationships 
assuming resource interdependence and reciprocative relations (Dwyer et al. 1987, Wilson and 
Mummaleni 1986, 1988). From the managerial perspective, the interaction approach attempts to 
understand the interaction processes in order to find better ways to manage them. 
 
The IMP group developed an early interaction model (see Figure 20, Håkansson 1982) to 
illustrate business marketing and purchasing. The major elements of the Interaction Model are the 
parties involved (both individuals and organizations), the elements and process of interaction, the 
environment within which the interaction takes place and the atmosphere affecting and affected 
by the interaction (Möller and Wilson 1995a, 24). Interaction is participated by several 
individuals having different roles. Business relationships develop through episodes reflected by 
the past incidents in the relationship, impacting on future interaction. The interacting companies 
are seen as inter-dependent of each other and of the business network they are part of (Ford 
1998a). 
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Figure 20. Interaction Model (Håkansson 1982) 
 
The long-term interaction process includes individual episodes involving exchange between the 
parties, e.g. product or service exchange, information exchange, financial exchange and social 
exchange. Exchange is seen as the core of the relationship. Financial exchange, i.e. money, 
indicates the economic importance of the relationship. Social exchange has an important role in 
reducing uncertainties between the parties as well as in creating the atmosphere for other kinds of 
exchange. An important variable here is trust, which is seen to carry the relationship over short-
term difficulties. In time the exchange episodes become institutionalized routines and traditions 
(see Håkanson 1981, 16-17). 
 
The interaction approach has been developed within the marketing theory, but it draws from 
several theoretical traditions (e.g. social exchange). Business relationships are seen to consist of 
many episodes (e.g. a single sale or negotiation) within the relationship (Ford 1998a). Joint 
expectations and relation-specific adaptations in the form of concrete actions or human capital 
investments (time, training) i.e. episodes in the interaction lead to commitment and trust (Ford 
1980, 43).  
 
In contrary to TCA the interaction approach has stressed the more cooperative and trusting aspect 
of human nature (see Möller and Wilson 1995c, 607). However, Ford et al. (1998, 253) have 
recently taken a stance that “all inter-company relationships simultaneously exhibit conflict and 
co-operation, with guile and self-seeking.” There are also other signs for more multi-theoretical 
approaches and lenses (e.g. Foss 1994). Möller and Wilson (1995a, 25) have created a taxonomy 
of the factors in buyer-seller interactions described in Figure 21 below.  
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Environmental context (1a)
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organizational level
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Interaction Processes (3)
• exchange processes
• adaptation processes
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Outcome factors (4)
•changes in the states of buyer/seller factors

•changes in the states of interaction process factors
•dynamic patterns in processes and organizational factors

•changes in the environmental context
 

 
Figure 21. Taxonomy of Factors in Buyer-Seller Interaction  
  (Möller and Wilson 1995a) 
 
The environmental context (1a) describes the participants’ environmental context, part of which 
may be common and shared. Supplier- and buyer characteristics (1b and 1c) include the actor 
characteristics at various levels: individual, group, departmental and organizational level. Task 
characteristics (2) refer to the objects of interaction, e.g. engagement in an R&D project. The 
nature of the task characteristic e.g. whether it is simple or complex, and the demand for 
relationship specific assets influence the interaction process. The task characteristics are 
embedded both in the organizations and the interaction. The task characteristics and their value 
during the exchange are dynamic. The basic interaction processes (3) are the exchange, 
adaptation and coordination consisting of specific episodes. The outcome factors (4) may include 
changes in strategy, a state in the interaction process, phases in the relationship development or a 
change in the environment (Möller and Wilson 1995a, 32).  
 
Applicability of the Interaction Approach  
The interaction approach offers a very useful framework (Möller and Wilson 1995d) for how to 
approach the research problem. Along with Pettigrew’s proposal on how to study strategic change 
(1987), the taxonomy by Möller and Wilson is used as a skeleton when making the research 
strategy and pinpointing the areas to be studied. In previous studies by e.g. the IMP group the 
partnering process has been seen more as "drifting towards each other.” E.g. Sharma (1993, 3) 
strongly argues that a number of arrangements gradually develop into strategic alliances even 
though this has not been the “intention” from the very start. However, major information 
technology companies have purposefully set up programmes to find suitable partners and 
correspondingly the small software firms are intentionally looking for strategic resources, i.e. 
marketing power from their large counterparts. Interaction has a dynamic approach to business 
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relationships. It also aims for managerial and normative implications. In contrast to TCA it has 
the basic assumption on human nature as relatively more trustworthy than opportunistic. 
 
3.3 Applicability of the Theoretical Approaches 
 
In the following the above review of the different theoretical approaches and their applicability is 
summarized. According to the research question, the applicability of each theoretical tradition on 
the role of trust in asymmetric technology partnership formation is evaluated. Especially it is of 
interest how the traditions describe or explain partnership dynamics and especially the trust-
related processes, the heterogeneous firm-specific characteristics, i.e. the asymmetry and the role 
of technology in the relationship context. 
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Table 3. Comparison of the Theoretical Traditions Reviewed 
 

Research Context and Fundamental Questions  Prominent Authors  Key Conceptual Tools 
 
TRANSACTION COST APPROACH (TCA) 
Transaction costs as a determinant for governance decisions i.e. boundaries of 
the firm 
 
Why do firms exist? 
Which conditions determine the boundaries of the firm? 
What is the most efficient governance structure? 
 

 
Coase 1937 – 
Williamson 1975- 
Teece 1987- 
Foss 1994- 
 

 
Opportunism 
Bounded rationality (Simon 1957) 
Uncertainty 
Asymmetric information 
Small number of players and asset specificity 
Hostages 

Premises: Homogeneous, autonomous, opportunistic and boundedly rational actors in a transparent, uncertain yet deterministic world. Uncertainty. Static approach. 
Applicability:  
Efficiency rationale i.e. cost-based approach for partnership formation. Focus 
on short-term transactions. Even when technological change is not in focus, 
there are several useful concepts for the context of technological change and 
emerging new technologies and innovations, e.g. uncertainty, small number of 
players, asset specificity and bounded rationality.  

Limitations:  
Opportunism is a basic premise, less room for trust as an issue. Does not focus on long-term 
relationships and relationship benefits. Firms are seen as faceless traders, firm-heterogeneity and 
firm-internal aspects receive little attention. Does not take into account the dynamics brought by 
technological change. Does not focus on the nature of knowledge and transaction benefits. 
 

 
RESOURCE-BASED VIEW OF THE FIRM (RBV)  
 
Heterogeneous and even idiosyncratic firm–specific resources as a source for 
competitive advantage. 
 
Focus on isolation mechanisms, inimitability, value, rareness and non-
substitutability of assets enabling entrepreneurial rents. 
 
Which resources enable entrepreneurial rents? 
How do firms differ in their ability to create competitive advantage? 
 
 

 
Penrose 1959- 
Wernerfelt 1984- 
Barney 1991- 
Peteraf 1993- 
Spender 1996- 
Grant 1996- 
Foss 1996- 

Idiosyncratic and path-dependent resources 
Inimitable, valuable, rare and non-substitutable resources 
 
 
 

Premises: Emergence and management of heterogeneous firm-specific resources, path dependency. 
Applicability: Focus on firm-specific resources, which have value as a source 
for competitive advantage, if inimitable, valuable, rare and non-substitutable. 
The resource-based view gives a natural motivation (if not tools) for 
asymmetric technology partnerships as a mechanism to integrate diverse 
resources.  

Limitations:  
Trust not specifically acknowledged (with the exception of Barney and Hansen 1994 and Barney 
1996). Rather static, industry dynamics and related firm-internal dynamics not in specific focus. 
Firms are rather seen as competing with the existing resources than as developing new resource-
bases in the short term (path dependence). Focus on firm-internal issues, only somewhat on 
diversification through acquisitions. Technological knowledge partially acknowledged in 
resources. Resource creation not elaborated 
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DYNAMIC CAPABILITIES VIEW (DCV) 
Firms are different in their behavior to create 
dynamic capabilities. 
 
Firms generate differential knowledge and 
innovation leading to competitive advantage. 
 
How and why are firms different from one another? 
How can strategic assets (dynamic capabilities) be 
replicated, transformed, isolated and imitated? 

 
Teece et al. 1997 
Christensen 1997- 
Kyläheiko 1995– 
Foss 1999- 
Metcalfe and James 2000- 
 
 
 
 

 

 
Dynamic capabilities consisting of  
-processes and routines  
-path and positions 
 
 
 
 
 
 

Premises: Innovation as a basis of economic evolution and competitiveness. Different organizational capabilities generate differential knowledge. Environmental condition of 
radical uncertainty. Path dependence and non-tradability of collective and tacit know-how. 

Applicability:  
Organizational capabilities in generating knowledge vary, thus DCV focuses on the 
asymmetry of firms. Focus on dynamics and need for constant renewal in the form of 
dynamic capabilities to maintain and develop competitive advantage. Nature of 
technological knowledge (tacit/codified, systemic/autonomous and appropriability of the 
knowledge) is analyzed. 

Limitations: 
Trust is implicitly noticed in organizational culture, but not elaborated. 
External complementary capabilities are paid attention to, integration, i.e. the 
partnership formation process less in focus 

 
KNOWLEDGE-BASED VIEW (KBV) 
(Idiosyncratic) knowledge as a source for 
competitive advantage. Knowledge creation is 
social in nature and firms are seen as social 
institutes. 
 
How is knowledge created, integrated and 
transferred? 
What is the ideal context for knowledge creation? 

 
Teece 1987 
Teece et al. 1997 – 
Grant 1996- 
Nonaka 1994- 
Nonaka and Takeuchi 1995- 
Brown and Duquid 2000- 

 
Tacit knowledge (subjective, experienced and practiced) 
Explicit knowledge (objective and rational) 
 
Conceptual, Operational and Systemic Knowledge 
Knowledge-creating process 
Enabling conditions of intention, autonomy, chaos and redundancy 
 
A mutual space “BA” as a context for knowledge creation 

Premises: Firm as a social knowledge-creating institution. Idiosyncratic, tacit and inimitable knowledge as a source for competitive advantage.  
Applicability:  
Focus on continuous knowledge creation and integration as a source for competitive 
advantage. Useful in analyzing the content of the partnership, i.e. technological 
knowledge, which may be tacit or implicit. The knowledge-based view has emphasized 
the tacit and social nature of knowledge. Useful also in explaining the conditions and 
context for knowledge creation in the asymmetric technology partnership. Dynamic 
approach in comparison to others, but knowledge and trust creation processes are under 
development.  

Limitations: 
Trust creation and trust-related processes receive lesser attention. 
Nature of technological knowledge is not paid much attention to (firm-specific 
characteristics) 
The combination of internal and external knowledge creation receives little attention. 
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SOCIAL-EXCHANGE THEORY (SE) 
 
How do relationships develop? 
What are close relationships like? 
 

 
Homans 1979 
Blau 1964 
Deutch 1960- 
Zucker 1986 
Kelley and Thibaut 1978 
Huston and Burgess 1979 

 
Mutual self-interest and reciprocity. 
Interdependence as the basis of relationships where exchange is a key and rewards and 
punishments determine its development. 
 
Close relationship as equal, cooperative, intense and socio-emotional. 

Premises: Mutual rewards are needed to exchange resources. Humans are seen as self-interested feedback mechanisms, learning through experience. 
Applicability: Development of close relationships between individuals.  
Classic theory on the basic exchange relationships between individuals.  
Developed to build theory on inter-individual relationships. 
Useful in illustrating the development of close relationships and the development of fast 
individual-based trust. 

Limitations: 
The theory is silent about organizational asymmetry and the nature of technological 
knowledge. 

 
INTERACTION APPROACH (IA)  
Dynamics in inter-organizational relationships and 
reciprocal exchange in the business-to-business 
markets. 
 
 
Relationship strategies: initiation, development, 
maintaining and ending of relationships. Also 
managerial and normative applications. 
 
 
 
 

 
Håkanson 1982- 
Möller and Wilson 1995- 
Håkansson and Snehota 1995 
Ford 1998 
 

 
Adaptation and investments 
Commitment  
Interdependence and reciprocity 
Attraction  
Communication 
 
Actors, resources, activities  
Episodes and positions 
 
Enacted environment 
Exchange atmosphere 
Trust 

Premises: Firms are seen as heterogeneous organizations with resource interdependence. Cooperation and competition exist simultaneously. Technology, trust and firm- 
heterogeneity are acknowledged. Trust is among the core concepts studied and the importance of trust in relationship development is acknowledged. Dyadic exchange as a unit of 
analysis. 
Applicability:  
Inter-firm interaction processes and relationship 
management from various perspectives. Focus on 
dynamics and processes. 
 

Limitations: 
Specific trust-related micro processes are not studied in-depth. Less explanatory power on the technology as a content and 
context for knowledge-based competition. Usually a higher level of aggregation, e.g. clusters. 
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The Transaction Cost Approach (TCA) explains efficiency considerations between various 
organizational modes. It also describes the environmental factors of uncertainty and complexity 
as well as small-numbers bargaining. Also the human factors of bounded rationality and 
opportunity as well as the transaction factors of information asymmetry and asset specificity are 
seen to precipitate the move hierarchy. 
 
In general, it could be argued that TCA leaves the heterogeneity of the firm and nature of 
organization and related dynamics with less attention. This is natural if we consider its premise 
on faceless actors trading on the transparent markets. Therefore the external costs are over-
emphasized in relation to internal costs, e.g. bureaucracy, firm-internal politics and competition. 
Its strong focus on efficiency and costs overlooks the potential partnership benefits and e.g. high 
pace of technological change, forcing the actors to cooperate with complementary suppliers. TCA 
has not so much to say about the role of trust, heterogeneous firms and nature of technological 
knowledge. It offers a static framework for decision-making and does not deal with dynamic 
mechanisms. Despite its limitations, the basic concepts and efficiency considerations create a 
basic rationale for decision-making on partnership formation and thus a useful point of departure 
for our research setting. Trust could be a potentially critical concept because of its power in 
decreasing the potential transaction costs in partner selection, monitoring, coordination as well as 
learning and knowledge transfer. The related agency theory focuses on contracting in uncertain 
conditions (with asymmetric information). It is also valid as it describes the content of 
asymmetric technology partnership, i.e. the uncertain outcomes and unprogrammability of R&D 
projects. The premises of opportunism, asymmetric information, bounded rationality and 
uncertainty also illustrates our setting. TCA offers a useful concept to our context but it also 
ignores some of the organizational complexity and is limited in its ability to capture the dynamics 
in the asymmetric technology partnership formation. 
 
The Resource-Based View (RBV) sees the firm’s heterogeneous or even idiosyncratic resources 
as a potential source for competitive advantage. It is a strategic approach. RBV includes 
knowledge, capabilities, organizational culture and active management as sources for 
competitiveness. It also emphasizes the firm-specific resources and social complexity both as a 
strength and friction. These notions are valid for the context of asymmetric technology 
partnership formation. RBV’s premise on firm-specific resources as a limit for firm growth and 
as a potential source for competitive advantage offers a natural explanation for partnerships in the 
converging ICT sector. However, RBV does not focus on the leverage of external resources 
through partnerships or explain the underlying mechanisms for new resource creation. Therefore, 
there is potential for contribution by focusing on trust as a critical element to overcome the firm-
heterogeneity and to leverage external resources. RBV has also been claimed to be static, whereas 
the dynamic capability view has a more dynamic approach to the firm. In comparison to the 
transaction-cost approach, RBV and the subsequent dynamic capability view and knowledge-
based view of the firm seem to use positive expressions. 
 
Dynamic Capability View (DCV) views resources only as inputs (without value-add from firm-
specificity) that can be purchased from markets. According to this view the firm is seen as a 
generator of dynamic capabilities needed in the competition on the dynamic environment. DCV 
focuses on the nature of dynamic capabilities, and different sources are identified into a 
conceptual hierarchy of resources, routines and competencies, core capabilities and dynamic 
capabilities. Dynamic capabilities are the firm’s ability to integrate, build and reconfigure the 
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internal and external competencies to address the rapidly changing environments. For the ICT 
sector context DCV is especially useful because it acknowledges the radical uncertainty, firm-
internal dynamics and quickly changing environment. From the point of trust and asymmetry, 
DCV acknowledges firm-specific culture as a source for dynamic capability. Partnerships are 
seen as a mechanism to integrate internal and external knowledge bases. DCV identifies and 
distincts the firm-specific knowledge yet it focuses less on the actual learning and transacting 
processes. 
 
The Knowledge-Based View (KBV) complements DCV by emphasizing knowledge as a key 
competitive asset. Firms are seen as repositories for knowledge or knowledge-creating 
institutions. Its emphasis on the social and voluntaristic nature of knowledge creation and firms 
as social communities fits well with the issue of trust. In addition to firm-specific idiosyncrasies 
KBV also emphasizes individual-specific idiosyncrasies and the social nature of knowledge 
creation. Especially the valuable tacit knowledge demands shared language, socialization and 
strong communication to be learned, replicated and transferred. Also asymmetry demands trust to 
overcome the friction and the synergy to be leveraged. Trust has an important role in knowledge 
creation. KBV emphasizes less the inter-organizational knowledge transfer and thus this thesis 
may contribute by focusing on asymmetric technology partnership formation. 
 
The Interaction Approach attempts to understand and explain the dynamics of interorganizational 
relationship where both buyers and sellers are active participants. The interaction approach 
emphasizes long-term business-to-business relationships in industrial markets. The relationships 
consist of episodes where different issues (information, finances, and products) are exchanged. 
 
In Figure 22 the applicability of the theoretical traditions together with suggestions on how 
processual phenomena should be studied (Pettigrew 1987) is summarized. In the reviewed 
theoretical traditions the process-, context-, and content-related factors are present, but the 
technology-based knowledge (content), the context of technological change and trust-related 
processes have not been thoroughly distinguished in the earlier theoretical traditions.  
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Figure 22. Applicability of Different Traditions  
 
A research gap can be identified. Therefore a more in-depth analysis of the context (asymmetry 
and characteristics of the knowledge-based competition arena), of the content (technological 
knowledge) and process (role and evolution of trust in asymmetric technology partnership 
formation will be carried through. 
 
It seems that the reviewed theoretical traditions are able to cover the basic issues of the context, 
content and process needed to understand processual phenomena. The-theory-of-the-firm related 
approaches (RBV, DCV and KBV) explain the basic motivation for asymmetric technology 
partnerships as complementors of the organization’s own resources, capability and knowledge. 
The organization economics-related premises of opportunism and uncertainty describe the 
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conditions of the knowledge-based competition and partnering-related efficiency and contracting 
issues. The social exchange theory and the interaction approach describe and explain individual 
and organizational relationship dynamics, partnership formation and the evolution of trust. 
  
Theoretical Traditions are Moving Closer  
Different theoretical traditions share many (even surprisingly many) of the relevant concepts for 
our research problem. They seem to discuss the same issues, but from different angles. They are 
also quiet of some issues and elaborate more on some others. In order to understand and to create 
a holistic view of the complex research issue, it seems justified to combine the key ideas from 
various approaches. However, the different theoretical traditions have been created for different 
purposes, as different times and by researchers from different schools of thoughts and disciplines. 
Therefore their basic premises and assumptions of the world and of the human nature diverge. It 
could be proposed that basically the transaction cost approach and the agency theory focus on 
managing and controlling opportunistic actors. On the other hand, the interaction and network 
approaches focus on leveraging relationships and therefore emphasize cooperation and trust. The 
dynamic capability view suits well to the dynamic competition environment. It focuses on 
competitive advantage through internal and external knowledge creation. The knowledge-based 
view has most emphasis on organizational learning, but its focus is more internal than 
cooperation with complementary actors. 
 
It also seems that the different traditions are moving closer together. Researchers from different 
disciplines (e.g. Barney 1991, Foss 1994 on) develop their discipline with the help of related 
conceptualization and theorization from other disciplines. E.g. the dynamic capability view and 
knowledge-based view draw from the resource-based view of the firm and simultaneously also 
from other theoretical streams (e.g. organizational learning). The borders between different 
disciplines and paradigms seem to become lower, maybe because of the needs of the complex 
reality and environmental changes. 
 
Conceptual Tools and Conceptual Framework 
In the following Figure 23 the concepts found in the theoretical literature on partnership 
formation are synthesized to evaluate the applicability of the theoretical traditions. The concepts 
are organized to the environmental-, industry- and actor-related factors of context, secondly to 
motivational factors describing the benefits and costs, and thirdly to relationship-, process-, and 
content-related factors.  
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ENVIRONMENTAL FACTORS
• uncertainty (TCA)
• radical uncertainty (DCV)
• dynamism (DCV, KBV, IA)

ACTOR-RELATED FACTORS
• bounded rationality (TCA, IA, DCV)
• human self-interest (TCA, SE)
• opportunism (TCA, IA)
• trust and commitment (IA, SE)
• heterogeneous resources (RBV, DCV, IA)
• idiosyncratic knowledge (TCA, RBV, DCV, KBV)
• causal ambiquity (RBV, DCV)
• social compexity (RBV, DCV)
• reputation,(RBC, DCV)
• path dependence (RBV, DCV)
• asymmetric/heterogeneous firm (RBV, DCV)
• appropriability regime (RBV, TCA)

INDUSTRY-RELATED FACTORS
• small number of players (TCA,  IA)
• information asymmetry (RBV)
• path dependence (RBV, DCV)
• causal ambiquity (RBV, DCV)
• complementary assets (DCV)
• idiosyncratic knowledge 

(TCA, RBV, DCV, KBV)

RELATIONSHIP CONTENT
• heterogeneous resources (TCA, RBV, IA)
• heterogenous capabilities (DCV)
• tacit and explicit knowledge (KBV, DCV)
• idiosyncratic knowledge (KBV, DCV)
• unprogrammable jobs/projects (IA)
• substitability of the resource (RBV, DCV)
• imitability of the resource (RBV, DCV)

RELATIONSHIP FACTORS
• multiple level interaction (IA)
• reciprocity (IA, SE)
• equity (SE, KBV)
• cooperation vs. competition (SE, IA)
• interdependence (IA, SE,  TCA)
• goal congruence/conflict (IA)
• relationship-specific investments (TCA,  IA)
• switching costs (TCA,  RBV, IA)
• search costs (TCA,  RBV, IA)
• atmosphere/  socio-emotional vs. formal (IA, SE)  

RELATIONSHIP PROCESS
• multiple, repeated exchanges (IA, DCV, KBV)
• adaptation (IA, DCV)
• commitment, investments (IA, SE)
• trust ( TCA, IA, SE)
• monitoring (TCA)
• coordination (TCA, IA)
• knowledge creation and transfer (KBV)
• learning (KBV)
• attraction (SE, IA)

CONTEXTUAL FACTORS

PROCESS AND CONTENT  FACTORS

PARTNER
A

PARTNER
B

TCA = transaction cost apporach

RBV = resource-based view
KBV = knowledge-based view
DCV = dynamic capability view

SE = social exchange theory
IA = interaction approach

PARTNERSHIPMARKET HIERARCHY

RELATIONSHIP  FACTORS

 
 
Figure 23. Conceptual Framework   
 
The explanatory power is still partial and general for the aim to increase understanding of the role 
of trust in asymmetric technology partnership formation. In the following chapters the context 
related issues i.e. roles of technology-based knowledge, characteristics of knowledge-based 
competitive arena, actor-related organizational characters (asymmetry) as well as the role and 
nature of trust and trust-related processes are analyzed. 
 
3.4 Conceptual Framework for Partnership Formation Process 
 
In Figure 24 a conceptual framework is presented. It is a synthesis of the conceptual knowledge 
from empirical research on partnership formation (3.1.1 critical phases and factors and 3.1.2 
process models) as well as of theoretical traditions (3.2) on the rationale for partnership 
formation. 
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Figure 24. A Priori Conceptual Framework for Asymmetric Technology Partnership 

Formation Process 
 
The context, the partnership formation process, the content and the knowledge creation process 
are brought fore. The phases and critical factors in partnership formation process as well as the 
nature of knowledge creation processes are acknowledged. Also the nature of the partnership 
formation process is described. The nature of the relationship, actors as well as the content of the 
partnership are described. 
 
In order to understand the conditions for asymmetric technology partnership formation and the 
role of trust in this process, the firm specific and organizational attributes need to be understood 
more in-depth. In the following chapter on asymmetry both parties of the dyad (small innovative 
supplier and large incumbent firm) are scrutinized in order to unveil their specific strengths and 
weaknesses, potential for value creation and competitiveness (dynamic capabilities) as well as the 
potential costs and benefits of an asymmetric technology partnership. 
 
In the subsequent chapter 5 the nature of technological knowledge and contextual technological 
change is studied. Finally, before modeling the asymmetric technology partnership formation 
process and the role of trust in this process, the existing theory on trust and the role of trust in 
asymmetric technology partnership formation are reviewed in the chapter 6. 
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4 THE ROLE OF ASYMMETRY IN THE ASYMMETRIC TECHNOLOGY 
PARTNERSHIP FORMATION 

 
Focusing on firm-specific competencies through the leverage of external complementary assets 
has been a major theme in the literature on strategy and technology management of the 1990’s 
and early 2000’s (Prahalad and Hamel 1990, Teece 1986, 2000). One of the basic assumptions in 
this thesis was set as asymmetric partners with diverse knowledge bases may increase their 
competitiveness through synergistic benefits. However, this very diversity of the partners – or 
asymmetry as it is called in this context - creates also considerable friction. Diversity in 
partnering organizations (especially diverse cultures) has also been identified as a critical factor 
in alliance failures (Harrigan 1988, Wilson 1990, Oakey 1993, Doz and Hamel 1998). Diverse 
organizational cultures and organizational logic (resources and knowledge, dynamic capability, 
strategy as well as resulting products and services) lead to divergent expectations creating 
misunderstandings and uncertainty. 
 
It is important to understand how small and large technology firms actually differ and what this 
difference implicates for asymmetric technology partnerships. It is probable that if the nature of 
the asymmetry, which also creates incompatibility, is not consciously understood, these 
differences cause misinterpretations, confusion and mistrust among the parties (see also Schein 
1992, 23). It is expected that most managers are not aware of these differences, and if the 
inherent asymmetry was properly understood, many potential problems in the relationship could 
be avoided and the asymmetry could become a source for synergistic benefits.  
 
In this chapter the aim is to understand, describe and explain the role of asymmetry in 
asymmetric technology partnership formation. First, in order to explain the nature and impact of 
asymmetry, a simple framework utilizing both the cultural approach and dynamic capability view 
as building blocks is created. These two approaches are chosen to understand the impact of the 
cultural diversity and the parties’ dynamic capabilities. A “Capability-Culture Framework for 
Evaluating Firm Specific Heterogeneity” is used to describe the nature of small and large 
technology firms. Thus the organizational culture, available resources and knowledge, managerial 
and organizational processes, organizational structures, and learning as well as company position 
and paths are analyzed. In subchapter 4.4 partners’ motivation, the potential benefits as well as 
the potential risks and costs resulting from asymmetric technology partnering are analyzed. As a 
result of chapter 4 the critical issues resulting in compatibility or incompatibility in asymmetric 
technology partnership formation are presented. The conceptualization of asymmetry will be 
discussed in relation to empirical interviews. Finally some propositions on the impact of 
asymmetry on asymmetric technology partnership formation will be presented. 
 
4.1 A Conceptual Framework for Studying the Nature of Asymmetry 
 
In the following subchapters the aim is to try to understand asymmetry and its impact on 
partnership formation. Subsequently the potential “make-or-break” issues in asymmetric partner 
formation are analyzed. In the following a simple framework by combining a cultural approach 
and the dynamic-capability view of the firm is created. First both approaches used in the 
framework are introduced. 
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4.1.1 Cultural Approach 
 
Culture may be understood as an accumulated shared learning of a given group (Schein 1992). 
More specifically (Schein 1996, 11) culture is “a set of basic tacit assumptions about how the 
world is and ought to be that a group of people share and that determines their perceptions, 
thoughts, feelings, and, to some degree, their overt behavior.” Casson (1995a) defines culture as 
“a shared set of values, norms and beliefs.” 
 
Differences in organizational culture may pose a remarkable obstacle for the relationship to 
develop as “different cultures imply different mental programming, which governs activities, 
motivations and values” (Hallén and Sandström 1991, 108). According to Metcalfe and James 
(2000, 48) a firm’s distinctive way of looking at the world represents a powerful source of 
interfirm differences [and corporate performance]. An organizational cognitive framework based 
on shared history and experience may become also a source of tension and conflict in interfirm 
relationships and knowledge accumulation, like acquisition. In a similar vein, it also creates 
friction in partnerships.  
 
According to Schein (1992), organizational culture evolves as leaders impose their own values 
and assumptions on a group. Also Casson (1995a, 93) argues that the organizational culture is 
likely to draw upon the leader’s own personal commitments and values and appreciation of moral 
or material incentives. Morgan and Hunt (1994, 25) define values as “the extent to which 
partners have beliefs in common about what behaviors, goals and policies are important, or 
unimportant, appropriate, or inappropriate, and right or wrong.” It is believed that values may 
create a propensity to trust, which is more basic and general than trust based on specific 
situations and relationships (Jones and George 1998, 532). Thus it is expected that some people 
are more trusting than others due to their internalized value system, i.e. the basic assumptions of 
the world and other human beings.  
 
Culture may be observed in interaction, implicit standards and group norms, espoused values, 
rules of the game, climate of interaction, embedded skills, mental models, shared meanings as 
well as the integrating symbols in material artifacts (Schein 1992, 8-10). The levels of 
organizational culture may be divided into artifacts, espoused values and basic underlying 
assumptions. Artifacts are those visible organizational structures and processes. They may be 
manifested e.g. in buildings, offices and clothing. Espoused values are those stated openly and 
willingly, e.g. company values shown in company strategy presentations. E.g. the “HP Way” is a 
classical example of a slogan and idealism promoting innovation and cooperation. In the IC 
sector examples are slogans like “innovative forerunner” emphasizing the role of innovation and 
speed. “We will make a tiger jump” may again communicate the organization’s capability for 
risk-taking, scaling up and strategic change. Schein (1992) attempts to uncover and analyze the 
culture through basic assumptions behind the individual or organizational values. They are not 
explicitly stated and possibly not even consciously thought. Schein also calls them the “theories-
in-use” (see Figure 25) 
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Figure 25. Levels of Culture (Schein 1992, 17) 
 
According to Schein espoused values may be discussed and may change throughout the time, but 
basic assumptions are taken for granted and treated as nonnegotiable. Schein divides basic 
assumptions to the nature of reality and truth, nature of time (importance of time, definition and 
measurement of time) nature of space, human nature, nature of human activity and nature of 
human relationships. 
 

Reality 
and truth

Human
 nature

Human 
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Human
 activity

Space Time  
 
Figure 26. Basic Underlying Assumptions (Schein 1992) 
 
The basic assumptions are all connected to each other (see Figure 26). The used language and the 
conceptual systems reflect the basic assumptions. The nature of truth and reality defines what is 
important, how things are interpreted and what needs to be taken into account in decision-making 
(see also Casson 1995a) about the perceived reality.  
 
Basic orientation towards the past, future and present may vary in e.g. whether the more operative 
short-term issues or strategic long-term issues are in focus. The approach to time may also be 
monochronic (linear, one thing at a time) or polychronic (where several issues are simultaneously 
dealt with and suspended until finished). Schein notes (1992, 108) that the polychronic time 
assumption is more suitable in building relationships and solving complex problems where 
information is scattered and many actors’ knowledge is needed. Discretionary time horizons are 
related to the planning schedule and also vary according to function (research vs. sales), 
occupation and rank (top management is reviewed differently from production personnel). The 
asymmetry of pace may also create frustration. 
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The assumptions on space are also taken for granted. Schein (1992, 116-118) separates intimacy 
distance, personal distance, social distance and public distance. The assumptions on human 
nature are shared assumptions of what kind of behavior is considered human. Human beings may 
be seen basically as evil or basically good, mixed or neutral, capable of being either good or bad. 
Organizational incentive systems are built in accordance with assumptions on human nature 
(Schein 1992, 126). The degree of individualism and proactiveness and attention to self-
actualization vary, especially in the Western cultures where the individual is seen as more 
individualistic and proactive than in the Eastern cultures. Casson (1995a, 90) also notes that the 
single most important set of beliefs is related to the question who can be trusted. 
 
Shared assumptions on human activity form the appropriate level of activity or passivity and what 
is work and what is play. Organizations may have a doing orientation where people are supposed 
to take charge and actively control their environment, whereas the being orientation is related to 
more fatalistic behavior. The assumption on human activity includes also the consideration 
whether self-interest is primary. Assumptions on the nature of human relationships define the 
proper way individuals relate to each other in order to make the group safe, comfortable and 
productive. Assumptions on power, influence, hierarchy as well as on intimacy, love and peer 
relationships reflect the group’s internal behavior and its relationships to other groups: whether 
society is believed to be more aggressive, competitive and built on self-interest or whether 
cooperation is emphasized in order to accomplish goals (Schein 1992, 127-132). 
 
Basic assumptions are underlying and taken-for-granted beliefs, thoughts and feelings. The 
rigidness of resulting mental modes may inhibit understanding and acceptance of diversity. 
According to Day and Schoemaker (2000, 43) “mental modes can impede the unbounded 
thinking needed to envision disruptions, surprises, or improbable developments because they are 
so grounded in past experience, reinforced by ongoing commitments, and shackled by inertia of 
the status quo.” If the diversity in asymmetric organizations can be understood both implicitly 
and explicitly, then it is possible to create conditions to overcome the diversity as a friction and 
leverage the synergistic knowledge bases.  
 
Organizational Culture as a Foundation for Organizational Capability 
Organizational culture has been seen as a basis for the heterogeneity of a firm and a source for 
competitive advantage (Barney and Hansen 1994, Barney 1996, Christensen 1997, Metcalfe and 
James 2000). Managerial values and the resulting organizational culture direct organizational 
decision-making and priorities. Also Casson (1995a) notes how different values legitimate 
different objectives. Values affect what an organization can or cannot accomplish and they are 
the criteria by which decisions about priorities are made (Figure 27, see also Schein 1992, 
Christensen 1997). 
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Figure 27. Values and Organizational Culture as Foundation for Organizational 

Capability 
 
The crucial role of management in creating the strategic intent, vision and culture of the 
organization cannot be underestimated (Penrose 1959, Nelson 1991, Burt 1992, Mahoney and 
Pandin 1992, Foss and Foss 1998, Foss and Robertson 2000). Also Casson (1995a, 79) argues, 
”In all industries, however, the most important aspect of business culture is the extent to which is 
promotes trust. Trust facilitates cooperation between entrepreneurs, which is just as important as 
competition in achieving efficiency.”  

 
4.1.2 Dynamic Capability View of the Firm 
 
Teece et al. (1997, 518) have recently developed a resource-based view of the firm (Wernerfelt 
1984, Barney 1991) to suit better the increasingly dynamic business environment. Teece et al. 
(1997) suggest that a firm’s processes, positions and paths should be identified and understood to 
determine the firm’s distinctive competence and dynamic capabilities. Managerial and 
organizational processes are the firm-specific routines1 and patterns of current practice and 
learning. They are needed for static coordination and integration and for dynamic learning and 
reconfiguration leading to potential transformation. The position is the current specific 
endowments of technology, intellectual property and external relations with suppliers and 
complementors. Paths are the strategic alternatives available to the firm, and the presence or 
absence of increasing returns and path dependencies (for a more through discussion on the 
dynamic capability view of the firm, see chapter 3).  
 
Barney (1991, 101) has divided the different firm-specific resources to various components. He 
presents physical capital resources (plant, access to raw materials), human capital resources 
(experience, judgment, intelligence, relationships and insight of individual managers) and 
organizational capital resources (planning, controlling and coordinating systems as well as 
informal relations among groups within the firm and with the firm and its environment). 
 
4.1.3 Dynamic Capability-Culture Framework to Understand Asymmetry 
 
In the following a simple framework to study asymmetry and to evaluate firm-specific 
heterogeneity is presented (see Figure 28). In accordance with a recommendation from Barney 

                                                 
1 Routines are often tacit and rarely stand-alone. Imitation or recognizing them would demand understanding of the 
firm’s over-all logic of organizing  (Teece 1998, 66). 
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(1991, 116) the resource-based view in its present form (dynamic capability view) is 
complemented with organizational behavior by stressing the role of organizational culture as a 
“firm-specific element of a capability” (Barney 1996 and 1991, Teece et al. 1997). 
 
Knowledge and resources (1) form the basis for dynamic capabilities and the heterogeneity of the 
firm. They consist1 of organizational knowledge, technological, financial and physical resources. 
The knowledge base of the firm is always somewhat path-dependent, consisting of idiosyncratic 
and rigid tacit knowledge and codified knowledge. In this framework the resources and 
knowledge are seen as a rather static base for the organization. Position illustrates the 
organization’s position in the value network or the appropriateness of the intellectual capital, e.g. 
IPR (Intellectual Property Rights) and brands. 
 
Organizational culture (2) affects organizational capabilities. Managerial and organizational 
cultures are discussed together, as these issues are closely linked. The company management 
imposes its own values to the organization (possibly unconsciously) and the goodness of the 
management may be partly judged by company culture, which has been identified as an important 
source for dynamic capabilities and subsequent competitive advantage (Barney 1996, Christensen 
1997, Foss and Foss 1998).  
 

                                                 
1 As the dynamic capability view of the firm is emphasized the human and organizational capital resources (Barney 
1991) are omitted from the “Knowledge and Resources” box and illustrated in the Dynamic Capabilities box in order 
not to show them twice.  
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Organizational Culture

•Artifacts
(symbols e.g. clothing, buildings)

• Espoused values
(goals, vision, organizational values)

• Shared meanings
(group norms, behavioral standards, company policies)

•Basic Underlying Assumptions
(theories in use e.g. time, space, human nature)

Dynamic Capabilities

• Core capabilities

• Managerial processes 
(decision-making, planning, coordination, motivation)

• Organizational processes and routines
(product development, alliances, acquisitions, exists)

• Organizational structure 
(flexibility and speed)

• Learning (absorptive capacity, capability to change)

Strategic intent 

• Vision
• Goals
• Corporate strategy
• Paths
(path dependence, network externalities)

Products and Services (5)

as a source for potential 
competitive advantage

Knowledge and Resources

• Organizational knowledge (tacit and explicit)
• Technological resources (technologies and tools)
• Financial   and physical resources
• Positions (network position, IPR, technologies)

(a)

(a)

(b)

(c)
(d)(1)

(2) (3)

(4)

 
 
Figure 28. Dynamic Capability-Culture Framework for Evaluating Asymmetry 
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Dynamic capabilities (3) consist of the core capabilities (competencies), managerial processes, 
organizational processes and routines1, learning, potential future paths as well as of the 
organization’s present position within the network (relationships), and tangible assets, e.g. 
patents and brand. The core capabilities are the non-imitable, rare and valuable capabilities that 
enhance competitiveness. Managerial processes consist of integrating resources, i.e. teams of 
knowledge workers through selection, coordination, resource allocation and motivation (see 
Metcalfe and James 2000, 42). Organizational processes and routines may be e.g. product 
development, alliances and acquisitions. Also the organizational structure enables fast and 
focused action if it is suitable and flexible. Learning reflects the organization’s absorptive 
capacity and renewal. 
 
Strategic intent (4) is the corporate decision on the choice for target goals. A vision and a path of 
how to get there, i.e. the competition strategy are part of the strategic intent. It is critical for how 
small and large technology firms perceive and commit them to cooperation (see also Doz and 
Hamel 1998). Capabilities are inert unless embodied in the firm’s “theory of business” or 
strategic intent bringing a sense of purpose (Metcalfe and James 2000). Paths are the path 
dependent processes as well as future alternatives available to the organization.  
 
Products and services (5) are the source for potential competitive advantage resulting from the 
organization’s knowledge and resources (1), organizational culture (2), dynamic capability (3), 
and part of the chosen and implemented strategy (4). Also Metcalfe and James (2000, 40) draw 
attention to the firm-specificity of the technology where the articulation process, even drawing 
substance from the same body of latent knowledge, leads to differentiated products and services. 
 
There are also some additional feedback mechanisms and linkages in the framework. The impact 
of the organizational culture is seen as all pervasive: it is closely related to the strategic intent (a) 
of the firm (Nelson 1991) and can be seen in the vision and goals of the organization. It also 
impacts on which resources and knowledge are important for the organization and thus directs the 
development and renewal of the knowledge base (b). The “output”, i.e. the existing products and 
services impact on the organizational culture (c), as Christensen (1997) has insightfully proved in 
his study on incumbent organizations’ challenges with emerging new technologies. Also the 
existing product and service domain affects the knowledge base through organizational learning 
(d).  
 
In the following subchapters asymmetric partners are first described using the dynamic 
capability-culture framework as a basis. After that the potential problems and challenges as well 
as the potential synergistic benefits2 are explained. The potential costs and benefits of asymmetric 
technology partnerships are analyzed using the transaction-cost approach (Blomqvist and 
Kyläheiko 2000) and the social exchange theory. 
 
 

                                                 
 
2 It is challenging to evaluate the dynamic capabilities of an organization. It is easy to agree, that the observational 
difficulty, causal ambiquity and social complexity in knowledge creation makes also the evaluation of knowledge 
very difficult (see Nelson 1991 and Metcalfe and James 2001, 41). 
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4.2 Small Technology-based Firms 
 
In this subchapter the characteristics and attributes typical to small technology based firms are 
described. The literature reviewed concentrates on studies on entrepreneurship, technology 
management and organizational economics. 
 
In Table 4 and Table 5 the characteristics of small and large technology-based firms are 
described (for typology on industrial firms, see Hyvärinen 1990). The attributes are chosen in 
accordance with the cultural-capability framework presented above. The characteristics typical to 
a small or large firm are elaborated more closely in the text. 
 
Table 4. Characteristics of Small Technology-Based Firms 
 

 
ORGANIZATIONAL CULTURE 

Espoused 
Values 

• Innovation as the raison d’ être and lifeblood of the firm (8) 
• Flexible team culture (9) 
• Work as play (10) 

Mental  
Models 

• Autocratic management style (9) 
• Tight clan type of organization (6) 
• Charismatic leadership and face-to-face culture (9) 

Basic 
Underlying 
Assumptions 

• Individualistic and entrepreneurial culture (3), credibility by know-how and skills, not 
by position: "gang culture" 

• Growth-oriented entrepreneurial firms have usually high willingness to take risks due 
to high potential rewards (2), (3), (5) and (7) 

 
RESOURCES AND KNOWLEDGE 

Resources • Person-embodied technological expertise, absence of physical assets (1) 
• Lack of functional experts outside R & D, e.g. planning (1) 
• Too small resources to lead the change (e.g. standards) (6) 
• Need for external resources (2), (8) 
• Lack of capital and finances (4), lack of collateral for financiers (1) 

Knowledge • Motivated and bright specialists focusing mainly on specific R & D (1) 
• Both incremental and radical innovations (8) 
• Application of know-how and products for market niches (8) 
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DYNAMIC CAPABILITIES 
 
Core 
Capabilities 

• Innovativeness, speed of action (5) 
• Ad-hoc or project-driven innovation activities in smaller SMEs (8) 

Managerial 
Processes 

• Often technically educated entrepreneurial management (4) (8) 
• Management skills embodied in the owner-manager (9) 
• Founders of fast-growing firms have been identified as innovative entrepreneurs (7) 
• Emphasis on the speed of response over planning and strategizing (6) 
• Intuitive market research and resource allocation (11) 
• Unscheduled (12), short-to medium-term planning (5) 
• Simple and fast (9), almost instantaneous decision-making (3) 
• Owner-manager’s commitment is decisive to the firm’s commitment (3) 

Organizational 
Processes and 
Routines  

• Undeveloped management and control systems (1) 
• Difficulties to manage rapid growth (1), (5) also due to inadequate delegation 
• Less sophisticated routine procedures, possibly imitation from the industry (9) 
• Informal and tacit decisions, intuitive judgments (12) 

Organizational 
Structure 

• Simple, informal and undeveloped organization evolving around the owner-manager 
(3) 

• Unhierarchical and flexible organization (4) 
Learning 
and 
Knowledge  
Creation 
 

• Difficulties in managing the turbulent environment (1) 
• Opportunistic approach (6) 
• Flexibility due to ability and willingness to vary capacity utilization (9), real-time 

immersion of data (12) 
• Specialists operating in single source volatility environments (9) 
• Ability to change direction quickly (5), adaptability (3) 
• Strong and informal information flow (4), (6) 

Paths and 
Positions 

• Strong ties to universities and research institutes via previous positions and friends (8) 

 
STRATEGY 
 
Strategic 
Intent 

• Fast reaction to emerging opportunities (5) 
• Few attempts to control the environment (5) 
• Values and cost-structure enable focus on emerging markets (11) 

Competition  
Strategy 

• Great risks due to the nature of new technology and focus on R & D (1) 
• Dependency on large partners/customers (1), (4) 

 
PRODUCTS AND SERVICES 
 
Products and 
Services 

• Strong focus (3) 
• Product innovations more likely than process innovations (8) 
• Innovative single product or only a few products (5) 
• Even absence of products (4), subcontracting or contract R & D to increase cash-flow 

 
References:  (1) Venkataram et al. 1990, (2) Jarillo 1989, (3) Landau 1987, (4) Segers 1992, (5) Brady 1995, (6) 

Doz 1988, (7) Koiranen et al. 1998, (8) Hoffman et al. 1998, (9) Casson 1995a, (10) Himanen 2001, 
(11) Christensen 1997 and (12) Doz and Hamel 1998 

 
4.2.1 Organizational Culture  
 
In small technology-based firms innovation is the raison-d´être, and the management has most 
often a technological background. High motivation and an entrepreneurial, “teamwork” 
atmosphere necessary for technological break-throughs are also considered as small firm features 
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(Oakey 1993). Small technology-based firm culture is sometimes characterized as “gang-culture.” 
Authority and respect are earned through technological knowledge and capabilities, whereas in 
large corporations power is built by formal positions. The commitment to innovation is strong. A 
negative side might be the extreme individualism and adaptation problems whilst trying to 
cooperate with large and established organizations (Hoffman et al. 1998). 
 
“ (in small firms)…You are not a victim of large organizations and is able to widen his thinking by doing more 
varying work.” (Technological expert, Internet Technology Net) 
 
“My work has been changing and it is difficult. I don’t travel anymore so much, I don’t pay the bills nor take care of 
the complete sales process. I have to trust my employees and accept they are more competent than I in some matters 
am. It is hard to be so self-confident to accept others being more competent in some areas and give them freedom to 
manage their projects. I am trying to focus to think more and more of future. It has been too easy to come in the 
morning and start working with all the daily-problems. It is easier for me to go and do the things than delegate and 
let them do the work. I am learning to be a boss.“ (Managing director, Small Software Firm Object) 
 
” Often a small firm gets better skills than a large one. I don’t know why it is so. I think it may be because we have 
the core team that has worked together really close. In a small firm the team gets better together than in a large one 
and is able to go much deeper into the problem.” (Managing director, Internet Technology Next) 
 
Since Schumpeter’s theories (1912, 1949) on innovation and entrepreneurship it is the 
entrepreneurs who have been considered as the risk-takers. Puumalainen (1998) has compared 
the work values of entrepreneurs and managers. Her study concludes that both entrepreneurs and 
managers value achievement very highly, but managers stress power values more than the 
entrepreneurs. In general managers agree also more strongly on the risk inherent in 
entrepreneurship than entrepreneurs, and thus entrepreneurs could be described as less risk-
averse. Small firm owner-managers, the entrepreneurs, are characterized as those aspiring for the 
better, taking the advantage of change and willing to take risks in order to obtain their goals. 
According to Schumpeter (1934) they are capable for “creative destruction” by introducing new 
technological or organizational concepts. Often small firm managers have a strong drive, they 
may be strongly devoted to their business and overly optimistic, sometimes even myopic. In the 
following a successful mobile firm managing director tells about his relationship to their potential 
partner, which has not fulfilled the promise yet: 
 
”We have potential cooperation at the moment. If they do not take it now, I believe they will be back in year or two 
and say they need a strong supplier …and we are that strong supplier. We have built our concept further, we will 
be… because our aim is to reach a global market share and then become a market leader…” (Managing director, 
Small Software Company Alpha) 
 
Another Finnish entrepreneur described his long and troublesome venture to launch a new mobile 
innovation as “my personal winter war” – which he after many years, lawsuits, resignations and 
bankruptcies won. 
 
Small firms seem to have many close linkages to universities and research centers (e.g. small 
technology firms established as university spin-offs or residing in nearby technology villages). 
These small firms even resemble R & D centers or university laboratories in their atmosphere 
(Ikonen and Mielonen 1992, Whittaker and Bower 1994). In many small entrepreneurial firms 
there are no fixed working hours, but work and free time is combined flexibly (on work ethics, 
see Himanen 2001). This may bring some additional benefits in the form of increased flexibility 
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for project-based work. 
 
“We are 15 altogether, and each one has been chosen for his complementary and unique competencies. It would be 
very difficult for a large corporation to recruit all these professionals and make them work as a team.” (Manager, 
Internet Technology Net) 
 
“I feel that these guys can do it. In these new things there are often impossible projects, really difficult. If you go to 
these established companies, you cannot find anybody to even discuss the project in a month. A small firm may have 
selected a role where they solve problems in a new way… A specialized and excellent team may be doing something 
new and unique, special and difficult. I think it is psychological; they really want to be good in some narrow area. 
These firms may have high ambition, moral and quality. The strength in entrepreneurship… that guys work until 9 
pm when some project needs to be finished, that is what small firms do, but large firm employees look at their watch 
at 4.15 and say that this is the end of their working day.” (Director, Large ICT Company B) 
 
“You can either form a team of your employees or buy it outside. Your employees get compensated with a wage 
every month, but the entrepreneur looks further and wants something more.” (Technological expert, Internet 
Technology Net) 
 
The basic assumptions on the human nature vary, i.e. whether human beings are seen as more 
cooperative and initiative-taking or needing more control. In the small firms the management 
systems are rarely well developed. It may be also said that some of the most successful 
entrepreneurs have learned to leverage trust both within the organization and in intra-
organizational relationships1. 
 
”If you think of our leadership and management… I have built this all in emotional intelligence. You are not 
allowed to be rude here…that is the true-button. We choose people with these right competencies… Even if you were 
the most intelligent person in the world, but I see that you break our harmony, I don’t take you.” (Managing 
director, Small Software Company Zeta) 
 
4.2.2 Resources and Knowledge  
 
Small technology-based firms are often dependent on external resources (Segers 1992). In many 
cases small technology-based firms have financed their R & D mainly with loan funding and 
available subsidies. The lack of cash flow as well as heavy and risky investments on R & D 
makes the subsequent product launching and marketing phase very fragile from the financial 
point of view. This path threatens to lead small technology-based firms to the very difficult 
financial situation commonly called “death-valley.” 
 
“We knew that it all takes time and all that. It’s the same with those others also, and I don’t know what is the right 
amount to push, but we are… They are our customers and the customer is always right. That s clear, but we have 
these cycles, every month we need to pay wages and everything from the account and that is what makes it a bit 
urgent here.” (Managing director, Internet Technology Next) 
 
According to a European Commission study small and medium-sized firms seldom patent their 
software but rely on secrecy, speed to market and copyright because patents and their subsequent 
defending is costly (Patent Pending 2001). Small technology-based firms’ (especially in the field 
of software or other knowledge-based industry) most valuable assets are creative, but mobile 
employees. The nature of technological knowledge is mainly tacit and embodied in employees 

                                                 
1 There are no available research results on this topic yet, however e.g. Aldrich (1999) and Johannisson (2001) refer 
to this possibility implicitly. 
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(Venkataram et al. 1990).  
 
“I don’t tell (customers and potential partners) about who of us knows what, since there is a great risk for 
recruiting. If someone wants to leave us, however, we don’t prohibit that. A while ago two guys left and we are now 
prepared.” (Technological director, Small Software Company One) 
 
“We are better, we don’t want to be known to be good at WAP, because there is not much knowledge in WAP. We 
are involved in much deeper, we are able to make those systems. We have wide knowledge. Very simply, our 
competitors have lesser education; I think our higher degrees tell you something on our understanding of 
technology and other issues.” (Managing director, Internet Technology Next) 
 
Small technology-based firms focus usually strongly in innovation, and other areas like 
marketing or organizational development are left for lesser attention. Small firms may also lack 
marketing skills and focus, partly because of their core personnel’s technical background and 
orientation, and because of work culture differences among scientists and marketers (Schein 
1996). Oakey (1991) found that marketing management practices and marketing staff were rare. 
This is also because of the technology-based owner-manager’s values and focus. 
 
4.2.3 Dynamic Capabilities 
 
The asymmetric partners may well complement each other’s capabilities. Contractor and Lorange 
(1988, 10) refer to "eclectic atmospheres" bringing out innovations not likely to be achieved in 
any one-parent organization's "monoculture" context. Teece (1998a, 59) argues, “…dynamic 
capabilities are most likely to be resident in firms that are highly entrepreneurial, with flat 
hierarchies, a clear vision, high-powered incentives, and high autonomy.” This illustration fits 
well with many small technology firms. 
 
Core Capabilities 
Small technology based firms are usually focused around a few innovations or they tailor-make 
solutions to their customers. Small firms are active both in incremental and radical innovations. 
Their relative strength lies in incremental niché innovations and radical innovations with 
emerging new technology. Small firms are more often active in product innovations than process 
innovations. Small firms are often also faster in organizational learning. 
 
“It (technological knowledge) means that we use new methods and new tools… We have created our own products 
related to our processes.” (Managing director, Small Software Company Mia) 
 
“Technological competitiveness lies in the ability to understand when and what technologies to choose, how to learn 
them fast and when to implement them in new products and projects.” (Technological expert, Internet Technology 
Net) 
 
Managerial Processes 
Small firm managerial processes are usually not very well developed. Rather, speed and action 
are emphasized instead of planning and formal processes. Small firm decision-making is usually 
simple and fast due to flexible coordination and fast communication flows. Also the 
entrepreneur’s autocratic management style enhances speed in decision-making (Landau 1987, 
Casson 1995a). 
 
”Our organization is fast, flexible and we take good care of our employees, well, the speed at Large ICT Company 
D is, that if you say that you have a poor laptop, you may write an application and you might get one in 4-6 
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months… At Zeta, the decision is made in one minute. There is that slight difference…” (Managing director, Small 
Software Company Zeta) 
 
“This is especially about time-tables… It is often that customers (large firms) think about some little matter for 
about 2 weeks, send it back to us, and we throw the ball instantly back...then they wonder again, what should they 
do now…” (Technological expert, Internet Technology Net) 
 
Organizational Processes and Routines 
Organizational processes are often simple and seldom structured (explicit). In small software 
firms the documentation may be underdeveloped, causing problems if people change positions or 
leave the firm during a project (see Venkataram et al. 1990). Codification of the knowledge in the 
form of blueprints and process descriptions may not be emphasized as in large firms. Yet the 
firms may have informal routines, which are very difficult for an external party to recognize 
(Nelson 1991). Sometimes the software engineers are characterized as “artists” wanting to make 
their own software and refusing to use component-based architecture and reusable software 
components. The lack of developed formal routines and processes makes the cooperation with 
incumbent organizations challenging. 
 
”Let’s say, if you think of small firms, then trust is really important to them. If there are two big organizations that 
work together, then it is a bit different partnering relationship. It may be based on trust, it certainly is, that we trust 
those processes that go together. But if you think of an organization with tens of thousands of employees vs. a 10-
person organization… these people in the 10-person organization, they don’t have any processes to go together, 
they demand that they can trust people. From whom to get information, who are those people that can help in the 
sales.” (Partner manager, Large ICT Company F) 
 
Organizational Structure 
Due to their flexibility, small firms are usually able to adapt to environmental uncertainties and 
absorb new technologies (Fu and Robertson 2000). The organizational flexibility enables the 
small firms to respond also quickly to changing market and customer needs. The flexibility is 
mainly due to a simple and fast responding organization centered on the owner-manager. Small 
technology-based firms often have great difficulties to manage growth because of the 
undeveloped organizational structures, less developed management skills and poor delegation of 
commonly technologically educated entrepreneur (Landau 1987). The simple organizational 
structure enables also speed and gives competitive edge in developing innovative products with 
short life cycles.  
 
Learning and Knowledge Creation  
Teece (1998b) argues that the creation of new knowledge is especially well suited to smaller 
organizational units. Innovative employees may also be tempted by the more versatile 
possibilities and innovative climate offered by smaller firms. Small technology-based firms seem 
to have a natural niche for innovation. E.g. their organizational structures are lean and team-like 
and the information flows rather strong and informal. Free communication in the small firms may 
integrate informal routines effectively for fast and flexible coordination (Casson 1995a). Informal 
and fast communication and close interaction between the small amounts of employees facilitate 
organizational learning (on the role of communication, see Miles et al. 2000, Metcalfe and James 
2000). 
 
”This is all about what we learn. I would say that related to this business we learn anything. It is another story of 
what we want to learn and where we want to focus as a company… We need to think what is sensible to do in the 
end. We learn everything necessary, that is no problem for us.” (Managing director, Internet Technology Next) 
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“We are able to solve such, let’s say problems related to software architecture, which make our solutions twice as 
good as those of some one else’s. And this is only because we can see where to apply this “best practice” we have 
developed and used elsewhere in our operations.” (Technological expert, Internet Technology Net) 
 
“Small firms are able to implement new software tools fast. Large firms are like trains, they are only able to 
implement change in new tools slowly.” (Telecommunications consult). 
 
Position 
A small value-add supplier negotiating with a large partner would be less dependent (and more 
powerful), if it had some/several alternative large partners or a choice to grow without a large 
partner. However, power is relative, time and context-specific. Especially in the early phase of an 
emerging new technology the small innovative firms have relatively more power (small number 
of players), but as soon as the new technology becomes more widely known the large firms 
increase their knowledge base and resources, and thus gain more power. And vice versa, a small 
start-up firm may be quite powerless until it is able to get its first reference-customers and cash 
flow. 
 
“Our situation has changed very much as we have got credibility. We are listened to quite a bit and we are also 
larger. This partnering with other players has made a change. We are worth listening to now. When we were small, 
were we just small. Now when we are larger and we have even larger partners, we are worth listening to because we 
may have some knowledge that our large partner does not have…large firms are interested in our competencies. 
Through the Special Interest Group cooperation we have access to information that those outside this cooperation 
do not have. Some people are more interested in us because we have a good image of what is going on, what 
different players are doing and where they are going to.” (Technological expert, Internet Technology Net) 
 
”If you think of us from an average large ICT company project manager’s or account manager’s point of view, Zeta 
is like a mosquito in the ocean, not even a mosquito…That is a very small thing. On the other hand we talk of 
important things having impact on your business and consult them, they wonder how the hell is this possible.” 
(Managing director, Small Software Company Zeta) 
 
Paths 
Small firms are flexible and fast. Therefore they may utilize alternative future paths. However, 
their financial, organizational and human resources are limited. Also the technological choices 
are path-dependent, e.g. the employees’ investment in a new technology in the form of learning. 
A change in the strategy and change in the new technology is possible but invested resources and 
time will be partly wasted in the time-based competition.  
 
4.2.4 Strategic Intent 
 
Strategy may be both emerging and opportunistic, catching the environmental opportunities. 
Speed and flexibility is emphasized over planning (Brady 1995). Lack of long-term strategy and 
related focus may make the capability development difficult, especially if the company supplies 
tailor-made software and the focus varies in according to available projects and contemporary 
customer needs. Small firm research has been criticized as being too strongly led by short-term 
goals and available funds, which may cause strategically poor choices not ensuring the small 
firm's competitiveness in the long run. It might be due to this shortsightedness and lack of funds 
that many small technology firms have not developed their own products, but focus on contract R 
& D or subcontracting.  
 
Entrepreneurs are more willing to take risks to gain potential rewards. This may be an attitude 
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based on values, but they may also have “less to lose” than risk-averse professional managers in 
large firms. Small firms are able to adept to changes and unable to control their environment. 
 
Small firms are not necessarily very competitive in bargaining and they often have to make 
agreements with inherent risk. Sometimes their agreements with large technology firms lead to a 
great dependency (Oviatt and McDougall 1994). 
 
Some large and incumbent firms in telecommunications make so tight contacts that a strategic partnership with them 
is called “a kiss of death.” This contract demands the small partner to develop certain technologies and 
manufacturing but forbids the small supplier to sell this expertise to any other party and sometimes also the key 
personnel to work for any other party for some time after the contract. Thus the small firm becomes totally 
dependent on the large partner or must diversify its expertise to completely new areas. These large companies are 
appreciated, however, and important partners because of the systemic nature of their products, their large demand 
and the resulting legitimacy. (Interviews with a telecommunications technological consultant, corporate analyst and 
an industry expert) 
 
4.2.5 Products and Services 
 
Due to their very limited resources small firms usually practice either customer or market-led 
application research or strongly university-based and publicly financed basic research aspiring for 
radical innovation. Usually the small firm product and service palette is not very large due to 
their limited resources. Focus enables small firms to master their few products and services 
(Landau 1987).  
 
In the subchapter 4.3 the large firm characteristics and their motivation to establish asymmetric 
technology partnerships are evaluated. 
 
4.3 Large Technology-based Firms 
 
In order to understand the main differences between small and large technology-based firms the 
large incumbent firms are assessed next. For the analysis the “Dynamic Capability-Culture 
framework” is used. In Table 5 the large technology firm characteristics are typologized. In the 
table the relevant research on large technology-based firms is reviewed and the characteristics are 
described in the text. 
 
Table 5. Characteristics of Large Technology-based Firms 
 

ORGANIZATIONAL CULTURE 
 
Mental Models • Risk avoidance due to prevailing logic of control and consensus (9) 

• Resistance to change e.g. reluctance to give up traditional technology (3) 
Basic 
Assumptions 

• Risk aversion of managers (1), (6) 
• "Not-invented-here" causes rigidity in external innovation transfer (4) 
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RESOURCES AND KNOWLEDGE 
  
Resources • Less innovative managers than entrepreneurs in fast-growing firms (6) 

• Not necessarily enough capable personnel for specific R & D projects (1) 
• Established manufacturing facilities (1), (5) expertise in clinical testing and 

regulatory approvals  
• Finances, capital-embodied technologies (1) 

Knowledge • Functional expertise, e.g. market and marketing knowledge, general 
management skills, access to distribution channels (1) 

• Scale-up and engineering expertise (1) 
• Broad technological activities, cumulative development (8) 

DYNAMIC CAPABILITIES 
 
Core Capabilities • Large-scale production, testing and scaling, reliable processes (15)  

 
Organizational 
Structure 
 

• Formal and hierarchical organization (5) 
• Risk avoidance due to fragile authority (9) 
• Rigidity due to bureaucracy and internal fragmentation (8) 
• Tension between centralization and de-centralization (8) 
• Conflicts in corporate management and medium management interests (5) 
•  

Organizational  
Processes and 
Routines 

• Complex decision-making procedures of committee structure (8), (9), formal 
and explicit decisions (14) 

• Consultative management style (8) of a large management team 
• A company-wide commitment is difficult to create. Certain persons and 

departments may be committed, but possibly changing company policy or any 
outside factors risk this commitment (5) 

• Lack of flexibility (1) 
Managerial 
Processes 
 

• Long-term strategy implemented with continuity and skills (5) (14) 
• Attempts to control the environment (5) 
• Highly developed management and control systems (2) 
• Good project and process management (2) 

Learning and 
Knowledge 
Creation 

• Poor vertical and hierarchical communication (5) 
• Slow, sequential inputs to decisions (14) 

Paths and Position • Possibility to influence standardization and good linkages to authorities (4) 
STRATEGY 
 
Strategic Intent • Core-competence-based development (9) 

• Attempt to control the company’s environment (5) 
• Internal inertia (1), especially long-term strategic actions are difficult to 

impose, formal company board acceptance is needed. 
Competition 
Strategy 

• The size of the firm both enables and limits the choices (10) 
• Small technology partners as options (11), (12) 

PRODUCTS AND SERVICES 
 
Products and 
Services 

• Attention to expanding existing products and defending market share (3) 
• Usually more conventional i.e. follower-type products than radical first-to-

market products (10) 
• Potential for product differentiation (1) 
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References:  
(1) Segers 1992, (2) Jarillo 1989, (3) Brady 1995, (4) MacLachlan 1995, Doz 1988, (6) Koiranen et al. 1998, (7) 
Pavitt 1994, (8) Casson 1995b, (9) Teece 1995, (10) Christensen 1997, (11) Whittaker and Bower 1994, (12) Forrest 
and Martin 1992, Himanen 2001 (13), Doz and Hamel 1998 and (14) Mascarenhas et al. 
 
In the following subchapters the large firm characteristics presented in Table 5 are analyzed and 
discussed: 
 
4.3.1 Organizational Culture  
 
In large firms the organizational culture may be more established than in younger small firms. 
The rigidness of communication flows usually grows along the size of the organization. Large 
firms are rarely homogeneous entities but consist of divisions and units having their specific own 
cultures accumulated through time. They may have units with very strong organizational culture 
and knowledge creation within the unit (Nelson 1991). A strong organizational culture in one unit 
may increase the capability of that specific unit, yet paradoxically create fragmentation and a 
“them against us” mentality within the whole corporation. Thus the large firm management has a 
major challenge in creating a unitary culture promoting the corporate goals. Teece (1995, 19) 
describes also myopia, when organizations become closed to changes in the market, business 
environment and to new sources of technology. “Organizations can become closed through 
administrative arrangements (as when firm’s boundaries are delimited by its organization chart), 
through legalistic (rather than relational) contracting with suppliers and customers, and through 
social and cultural norms which stress the importance of inside rather than outside 
considerations.” Teece’s characterization fits also some large corporations where NIH (not-
invented-here) deep in the organizational culture may inhibit possibilities to leverage external 
capabilities (MacLachlan 1995, Christensen 1997). Large firm professional management is 
usually differentiated from entrepreneurs by their risk-averseness (on risk-taking and 
entrepreneurship, see Koiranen et al. 1998, Puumalainen 1998). 
 
“I have set myself very high goals. Since I have been an entrepreneur and have a strong personality and act often 
my way, in a large firm it is quite risky. If I fail… in a large firm it would be better to be “suitable” and not head 
strong and too good... “ (Account manager, Large ICT Company D) 
 
Large firms are not capable of moving as fast or as focused as the small ones. Nor are the large 
corporations able to experiment with new ventures (Christensen 1997). In large corporations’ 
lean and trimmed organizations the employees have plenty of tasks tuned to running the existing 
operations smoothly. Unlike the entrepreneurs the large firm employees are rarely able to put 
their full commitment on novel issues, even if very interesting, but must share their time with 
other responsibilities. 
 
“In this large organization a software engineer was late with what he had promised. Last week he said, OK, I’ll get 
it done by Friday. Nothing was heard of him and we called him again. Then he said “Soon.” Nothing happened. 
Then when we called him again, they said he was on a 2 week holiday!” (R&D manager, Internet Technology Next) 
 
4.3.2 Resources and Knowledge  
 
Large firms have usually plenty of resources, but it is more a question of focus and priority where 
these resources are invested in. Since different departments and divisions must compete for 
resources, the actual size and resources of e.g. a specific development unit might be relatively 
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small (Segers 1992).  
 
“ … All operations, it is like a factory process, our people in production or development cannot be taken to some 
projects or the process stops. Instead, it is easy for an entrepreneurial 25-person company to double their 
employees. They might have had 50 % part-time workers and then they are put to work full-time, they bring their 
friends in and there may be such a network model, that if needed, they lease more people to some larger project. 
Probably buying that project from the outside can be done in 1/3 of the time than if we started to recruit or 
reorganize our operations and hire project management…” (Director, Large ICT Company B)  
 
“Large firms have resources and capabilities. As a manager you are really capable for strategic thinking and 
strategic work. In large firms you find professional managers and can enjoy such management. As a small firm 
manager you are forced to day-to-day managing of all kinds of practical matters.“ (Account manager, Large ICT 
Company D) 
 
“They (large firms) seem to have endless resources…even if lot of that is taken by making such organizations work.” 
(Technological expert, Internet Technology Net) 
 
Large firms have relatively more codified knowledge than small firms (Patent Pending 2001). 
This may be because of the developed processes and resources for both IPR lawyers and 
patenting. Large firms have also tacit knowledge in the form of organizational memory. In large 
firms the internal transfer of tacit knowledge may be especially problematic since large firms are 
more often heterogeneous, consisting of different divisions rather than a homogeneous entity with 
shared culture and communication. 
 
4.3.3 Dynamic Capabilities 
 
The large technology firms are considered relatively more rigid than the small firms. However, 
the large firms may have e.g. strong project management processes or processes for acquisitions 
which can be regarded as dynamic capabilities. 
 
Managerial processes 
Large firm management usually has a business education and is trained to fact-based analysis, 
decision-making and robust planning processes. In the context of incremental and sustaining 
innovations the technological trajectories and markets can be analyzed. In the emerging new 
markets there is not sufficiently data, and the decision-making must be done under uncertainty 
(Christensen 1997, Day and Schoemaker 2000, Eisenhardt 1989b, Eisenhardt and Martin 2000).  
 
Large firm decision-making may involve bureaucratic features containing submissions and 
approvals, reports and written justifications for the top management. The decision-making is 
usually done on a consultative basis and it demands complex procedures. The committee 
characteristic of the decision-making structure leads towards balancing acts and compromises. 
Firm-internal politics, the dominance of traditional decision frameworks and company actors 
with existing business interests may increase the ambiguity and difficulty in making the needed 
decision (Casson 1995b, Doz and Hamel 1998, Day and Schoemaker 2000).  
 
Organizational Processes and Routines 
Usually large firms have established and highly developed processes and management systems: 
project management, manufacturing, marketing, customer and distribution processes and related 
expertise. These processes increase the efficiency and the organizational capability over the 



 
 

 

86

existing activities. Strong and well-established processes and innovation is usually paradoxical in 
two ways. First, innovative new product development, “bootlegging” creates disturbance in the 
“production engine” which usually cannot respond to unexpected needs, organization and pace of 
the innovative projects. Secondly the strong processes may stifle the organizational decision-
making and action, as unexpected and unusual activities demand actions and procedures not 
specified in the established processes. Only some of the very best large corporations have been 
able to combine the strong processes increasing the organizational efficiency and the dynamic 
capability needed for innovation. Thus the strong processes may be a source for large firm 
competitiveness, but simultaneously increase the rigidity and difficulty to adapt: 
 
“They (the large global company) have their internal rules and regulations, which say how to act. They get these 
directions from above and if they do not fit, then there will be a big discussion of what if this could be interpreted 
differently…” (Partner director, Large ICT Company B) 
 
“If you want to cooperate with large firms you have to have these things (processes), because how can you prove 
otherwise that you are able to create quality software, you just have to show how you do it.” (Technological expert, 
Internet Technology Net) 
 
Organizational Structure 
Large firm management structures are often hierarchical, although in the most innovative firms 
there is pressure to develop more flexible and lean structures. According to Teece (1995) the 
representative structures, whether bureaucratic or political, often tend to endorse the status quo. 
This serves innovation ill, since innovation demands new and radical, which may appear 
threatening to incumbents. Strong leaders may try to counterbalance this tendency, but they are 
not always available and may be even suppressed by the organization. 
 
Large firms’ organizations are well developed but they suffer from rigidity due to bureaucracy. 
The management does not necessarily have a direct touch upon R & D and customer interface, so 
they may loose the ability to envisage technological development. The company is fragmented 
due to various divisions and managers’ clashing interests. The exchange of information may also 
be restricted due to heterogeneous divisions who may also compete against each other for shared 
resources. 
 
“I’ve noticed how difficult it is to get things done within a large technology firm. We would need to cooperate with 
various divisions, but it is very difficult. Different divisions don’t seem to want to cooperate at all with each 
other…they seem to compete so hard with each other that they try to “throw stones” to other division’s ventures.” 
(Technological manager, the small software firm Micro) 
 
“I am in charge of sales, I need to get these contact persons, and it would work with the Large ICT Company B if I 
just bombed them. At times I have done more of it, when I have had time. I find it so terribly difficult to try to chart 
their organization. They have departments which do not know anything about other departments and they do not 
know each other…” (Managing director, Small Software Company Mia) 
 
Large firm organizations are usually optimized for present operations and development of 
sustainable innovations (Christensen 1997). For efficiency reasons the hierarchical organization 
is organized for smaller tasks (departments, business units) so that people focusing on the shared 
task are able to communicate with each other and a manager is able to communicate and control 
tasks and people. In large firms the departmentalization may go very far, as Christensen (1997) 
illustrates: the organization chart of Digital Equipment Corporation could be easily pinpointed 
from their opened computer components as each department was highly focused around a 
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specific product component. Such organizational structure is efficient in developing existing 
technologies, but cross-divisional and cross-departmental innovations become almost impossible.  
 
”But… I am surprised that if we have some problems in internal information exchange, this Large ICT Company X, 
they have a hell of a lot more problems. They have an organization (developers’ program) similar to ours. They are 
nice guys and all that. But they call us from another division and do not ask from another internal division… We 
share partner information, we ask our partners if we can deliver their information to this similar type of developer 
program…” (Partner manager, Large ICT Company F) 
 
“Why should we use internal resources, which did not have the capacity, competence, which were not eager…Of 
course there would have been knowledge at the IT department, but we did not want to use them. The know-how at 
our IT department was purely technological. It was much easier for us to take an external supplier. Me and my boss, 
we also wanted to get the thing to go faster and have control over it.” (Project manager, Large ICT Company E) 
 
“There is so much overhead, bureaucracy and everything (in large firms). Of course their growth is so fast, then you 
cannot…at a best possible way.” (Managing director, Internet Technology Next) 
 
A large corporation may have “potential and latent” capabilities scattered in different 
organizational entities. The organizational rigidity (“silos”) and related path dependencies may 
inhibit the leverage and re-configuration of core capabilities as needed. 
 
Learning and Knowledge Creation  
Resistance towards change is a common attempt to maintain the status quo or develop e.g. the 
market share step-by-step with existing, already possessed product range and technologies. 
 
“A large firm is slow to change and how the people behave there, they operate in a very determined way and it is 
very difficult for a small firm to impact on them.” (Technological expert, Internet Technology Net) 
 
Partnerships can be used to increase organizational flexibility. Partnerships enable large firms to 
change their focus more easily and thus cut their losses, if the new technology does not prove 
itself. R & D projects with outsiders are usually much easier to terminate than internal projects, 
where in-house policies step into the picture.  
 
“They (large firms) are strong as they are able to offer their employees great possibilities to develop where they 
want to, they are offered education and lots of possibilities. However, with efficiency they are never able to reach a 
small firm. Not even get close to. There are even ten times a difference in efficiency.” (Managing director, Internet 
Technology Next) 
 
”I participated in a meeting whilst working for a large company. It was an important meeting for two divisions 
where they were going to do big things. Two months earlier they had had another meeting with deliverables, dead 
lines and all that. Now there were ten managers in the meeting, the agenda was opened and nobody had done 
anything. It is like that.” (Managing director, Internet Technology Next) 
 
Positions 
A basic assumption is that large firms are more powerful than their small counterparts and the 
relationship is asymmetric also from the point of view of the partners’ power. Power is derived 
from the control of relevant resources and is the inverse of dependence (Brass and Burkhardt 
1992, 193). In the language of the dynamic capability view and interaction approach, power is 
also closely related to the company’s position. Due to limited resources and power, new ventures 
may have to rely on cooperative governance structures even when the risk of asset expropriation 
by partners is high (Oviatt and McDougall 1994). 



 
 

 

88

”Yes, we have natural power, if we have relative negotiation power. If someone comes in with a draft and says that 
they have thought of this but they do not have any customers, then we are the strongest. It is reflected in the 
contract, that we get the IPR may make some clauses to limit competition so they are not able to take it to 
others…But when they grow and have built some more competence and given some public speeches in seminars, 
they want to have some more partners and not to sell solely to us. Or they want us to increase our commitment.” 
(Partner director, Large ICT Company B) 
 
“There is a lot of fight on power going on. Many people who have worked there (in large firms) longer are quite 
ruthless and unethical and have learned to play these games. There are some people who value power too much. 
Also they may have lost their sense of relativity as they think they are such big bosses. Socially incompetent people 
may get surprisingly far in these big organizations. However good bosses try to hide these problems and give their 
team a good working atmosphere. I try to do that too.” (Account manager, Large ICT Company D) 
 
”When you think of power, it is interesting. Our large partner always used their power when we honestly evaluated 
how much work some project took. They always cut the workload into half. Then when we did the project, we 
realized we had evaluated it right or little under… Then they assured us they have all the specifications and you just 
need to do it, we will give you the specifications. We said we do not believe this because you have not delivered them 
earlier either. And so it went again.” (Managing director, Internet Technology Next) 
 
Paths 
Large firms may suffer from path dependencies and risk-averseness. Incumbent large firms are 
relatively more competitive in the incremental development of sustaining innovations due to their 
accumulated knowledge base (positive aspect of the path dependence and organizational 
memory) and customer relationships, enabling a favorable position for incremental innovations. 
Large firms can enjoy the benefits of scale and indivisibility in cost-reducing innovations 
(process innovations). However, large firms usually have difficulties in exploiting the 
“unforeseen innovations.” Due to their experience and learning in the context of sustaining 
innovations the large firm management is inclined to develop the existing technology-market 
combination further and search for higher margins and better performance for present customers 
(Christensen 1997, Day and Schoemaker 2000).  
 
”We were again couple of years too early in the new business. We had the power to study new business but we 
would have needed internal partners but they did not see in the corporation the development yet. Their evaluation 
was right then. It would have needed risk-taking and vision to believe that this business will take up. I know now that 
it is coming, but our partner has new partners now.” (Manager, Large ICT Company E) 
 
4.3.4 Strategic Intent 
 
Large firms usually present a long-term strategy, articulated for the investors and other 
stakeholders. Stakeholder expectations and existing structures require increasing profitability 
levels and rather large size of a market opportunity to be pursued. Thus the larger the 
organization grows, the lesser the possibility to enter the emerging markets with uncertain or low 
profit margins (Christensen 1997). The large firm strategy process may also be rather inefficient 
if consensus of existing structures is expected. 
 
”Well, they (at the large firm) make some technology strategy or something alike. They collect people from different 
units and divisions and then they start with a little kick-off meeting. The next meeting is arranged for 3 months away 
and they come to see that ”Oh well, nothing has happened yet” and again until the next meeting 3 months away. 
This is exactly the large corporation business. In large firms these people do not need to think of cash-flow.” 
(Managing director, Internet Technology Next) 
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Changes in top management may impose swift changes in strategy, organization and structure. 
Large firms are sometimes characterized as having “autumn organizations and spring 
organizations” due to many simultaneous changes in employees and their search for best fit 
between strategy and structure. 
 
“…”I am responsible for sales, also to get contact persons…I think we could open a relationship with the Large ICT 
Company B too, if I only tried hard enough. I have tried more at times when I have had the time for that. I just think 
it is very difficult to understand their organization. They have departments that are not aware of each other’s 
operations… they don’t know each other and all this, it is somehow…They are so fragmented and extremely difficult 
to approach.” (Managing director, Small Software Company Mia) 
 
Many large companies have a stake in many ventures with several potential competitors, in 
several technologies, and at various stages of development. Drejer (1997, 260) refers to a 
necessity to build a state of readiness concerning technological possibilities prior to deciding 
which new products to develop. F (1986) calls this phenomenon dancing with multiple partners, 
or a loose network where the strategy is to maintain a stake and potential payoff from several and 
sometimes also speculative projects. Large firm commitment to large partners could be described 
as tentative. Decision-making and commitment to small firms need not necessarily be made until 
the risk is clearly reasonable and the rewards can be seen (Forrest and Martin 1992, Grabher 
1993, Whittaker and Bower 1994). 
 
“With small partners…If someone asks whether we are interested to get into some R&D project, we may participate 
in that too… and then look …OK, we’ll stay until a certain point and then see what will become out of it.” (Partner 
director, the large ICT firm B) 
 
“Small ones are also interesting in a sense that you can establish partnerships with more than one, and take the 
winner, keep it and leave the others out…. That is, small firms get the most, because if none of them would partner 
with the large firm, no one would survive.” (Director, Large ICT Company A) 
 
“We want the best available solutions, we do not want to commit ourselves to one partner. In some markets someone 
else is strong and delivers the same value-added to us… If a customer trusts a local supplier our credibility is higher 
when we can show that we are totally open to present our customer with the best possible solution.” (Partner 
program manager, Large ICT Company F) 
 
4.3.5 Products and Services 
 
Large firms have usually larger product portfolios and a wider array of services than small firms. 
Large firms focus on products and services with a major potential and try to complement their 
product portfolios with small firm complementary niché products.  
 
“A large telecommunications firm may supply large integrated systems for global customers. A large firm is usually 
an expert at its own field, but lacks knowledge of the complementary systems. Almost 50 % of the deal may consist of 
the complementarities. When the large firm markets its products and services, it may advertise it is able to supply 
also the service management, data bases and invoicing through its small telecommunications partners that are 
accustomed to serve several customers and are able to supply the needed interfaces.” (Telecommunications industry 
expert) 
 
However, in the converging ICT sector also large firms have new venture organizations and are 
nurturing potential new product and service concepts. There may also be simultaneous and partly 
competitive development in various large firm units. This may be either a conscious aim to 
enhance innovation through internal competition or waste of resources (and hindering internal 
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coordination and cooperation) due to internal managerial competition. Some large firms may 
resemble more like portfolios of businesses, where the internal synergy among businesses may 
not be notable. Sometimes large firms are also characterized more like “machines” focusing on 
the major products and services (see also Christensen 1997): 
 
”If we wanted to do more business with Large ICT Company B… and if we took good care of that, they would be 
enough to be our customer. But that is a risk, and we don’t want that. It is not only an economic risk, but it is that 
these people would die if they had to do some B e-business for 20 years. Quite simply, or if we started to do some 
equipment software, all of these people would have to do that, they would all run away.” (Managing director, Small 
Software Company Zeta) 
 
Christensen (1997) draws attention also to the resource dependence, i.e. a large company cannot 
make decisions that would satisfy their customers and investors. This, and the shareholder value 
thinking may very much influence firm focus areas and investments of the firm. Therefore e.g. 
large corporations may have difficulties in approaching emerging new technologies with inherent 
uncertainty and high risks. 
 
Now that we have illustrated both small and large firm special characteristics and motivation for 
asymmetric technology partnerships, we will evaluate the potential complementarity and 
incompatibility in such relationships. 
 
4.4 Benefits and Costs in Asymmetric Partnerships 
 
In this subchapter the nature and type of the benefits and costs incurring to small and large 
partners is illustrated. When the transaction cost analysis is used not only to evaluate the potential 
costs but also the benefits of the partnership (see Blomqvist and Kyläheiko 2000, Blomqvist et al. 
2000), the social-exchange theory and the transaction cost approach have a surprisingly similar 
approach to relationships and partnerships (rewards and punishments, benefits and costs). The 
social exchange theory also sheds light on the non-monetary benefits and costs valid for 
relationships in our knowledge-based setting. E.g. social benefits like prestige, power (Blau 
1964) and reputation may be leveraged in other relationships (Granovetter 1992). 
 
4.4.1 Benefits: Motivation and Potential Value-Add from Asymmetric Partnerships 
 
Basically rational companies could utilize their partners' and suppliers' resources by outsourcing 
or insourcing everything else except their own core competences1 (Prahalad and Hamel 1990). 
However, many of the partnerships do not satisfy the partners’ expectations. Partnerships demand 
management skills and attention, and the ability to cooperate may become one of the critical 
meta-capabilities (Miles et al. 2000). In Table 6 the motives for large technology firms to enter 
partnerships with small firms are classified. The classification is adapted from Blomqvist 1999, 
where the small and large technology-based firm motivation to establish asymmetric partners was 
listed according to a literature review. 
 
                                                 
1 Core competence refers to all those skills and know-how which enable the firm to create its unique value added and 
long-term competitive advantage. E.g. Canon’s core competencies include precision mechanics, fine optics and 
microelectronics (Prahalad and Hamel 1990, Quinn 1994). 
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Table 6. Large Firm Motivation to Establish Asymmetric Technology Partnerships 
 
 
1) Access to emerging technologies and present opportunities 
2) Reducing time-to-market and shorter product life cycles  
3) Increased organizational flexibility and responsiveness 
4) Increased profitability 
5) Lesser commitment to risky R & D projects 
6) Shortage of scientific specialists and inability to hire innovators  
7) Inability to replicate the innovative climate of a small technology firm 
8) Pre-emptive competitive moves  
9) Credibility  
 
 
The motives found in the literature review (Table 6 and Blomqvist 1999) are very much in line 
with the motivation of the interviewed large firms for this thesis: 
 
“From a partner we want what we can not make ourselves and what we can not make with enough value-add.” 
(Director, Large ICT Company A) 
 
” We partner for customer know-how, complementary competencies or some business units for complementary 
software applications.”(Director, Large ICT Company D) 
 
”Our final motivation is to sell our products to the customer plus maybe some consulting. But at the moment it is 
quite the same for the customer whether they buy red, blue or green technology, because in principle they are all the 
same. We can claim that our Java-gadget is much faster than anybody else’s which is true, but it is the same for the 
customer and they would not believe in us anyway. Then, if we can say... it is quite different to say that here we have 
this blue technology plus this great Company F gadget here… that we have hundreds of partners who make 
applications for our technology, and all the time they make more new applications… Then it is totally different. Of 
course our attempt is to sell, sell and sell. But I think this is the best way to sell.” (Partner manager, Large ICT 
Company F) 
 
Complementary value-add for increased sales and profitability are clearly the general and primary 
motivation. Because of the ICT sector convergence and economic upturn, all the interviewed 
company representatives shared such motives as capacity, flexibility, efficiency and technology 
options for emerging technologies. Also the speed competition and time-to-market were reflected 
in the answers. The innovative climate of small firms was highlighted. For an individual manager 
these are also important means to understand the complexity and anticipate the emerging future, 
e.g. technological development, industry consolidation and future business opportunities. Pre-
emptive motivation was not stressed but the large ICT companies aimed to have value-add 
suppliers to join the specific large ICT Company’s value network. Increased innovative image, 
signaling and visibility were noted, as well as the spear-edge products, services and valuable 
contacts of the small firms. Partnerships may lower the risk inherent in new technologies and new 
projects. They may also postpone or replace the need to hire new employees. Partnerships with 
small firms extend the large firm employees’ personal networks and may bring some innovative 
practices and processes to the firm. Often the large firm’s size is also illusory in a sense that they 
do not have many specialists in a specific technology, maybe only a few. Then a small committed 
firm may bring value-add to the large firm. 
 
”We partner with other firms in order to get capacity and flexibility for our operations. If there is demand for some 
new area, the future of which is still unclear, we will build certain core capabilities and complement ourselves with 
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smaller islands, with smaller players. Our major customers consider their partnership with us rather similarly.” 
(Director, Large ICT Company D) 
 
” I see that the strength in partnership is in management, as no company can store such large resources. If we need 
100 persons from today on but we have only 8 available, you need to start recruiting and then you may have the key 
persons in 6 months, but until they have hired their subordinates, it takes easily 7-8 months…” (Director, Large ICT 
Company B) 
 
…” They (small and medium-sized firms) have clearly the economic incentive to offer the flexible capacity, which 
this company does not have in its fixed resources (capacity). If you can see this as a business process, outsourcing 
and getting it closer to these people… efficiency comes through entrepreneurship and operation models like that.” 
(Director, Large ICT Company D) 
 
“Large firms have tried to purchase us, but the offers have not been high enough (laughs, I want to reside in 
Bahamas). We have about 20 persons skilled in technology X, it would be very costly and time taking to get these 
professionals from a market place. Also we have grown about a 40 % annually, which makes us a very interesting 
firm for large corporations to watch at.” (Managing director, Small Software Firm Object) 
 
The partnering large firm could benefit by increasing the variety for different customer segments 
and markets. Partnerships with small firms may enable more innovative, flexible and efficient 
solutions. It would not be necessary to build all the competencies internally, but encourage small 
software suppliers committing to niche areas to develop their applications. As the new 
partnership extends the existing network of relationships, it may bring new potential contacts and 
partners, e.g. a university start-up brings potential relationships with other university graduates or 
researchers known by the start-up. If the small firm or start-up is in “an exciting and new field” it 
may even bring positive visibility to the large firm, which may want to refresh its image towards 
state-of-the-art technology firm.  
 
“We wanted to position ourselves as an Internet company. We were perceived as a rigid old technology company. 
We needed a facelift couple of years ago. Now it is different and healthier, again.” (Manager, Large ICT Company 
E) 
 
“If the customer can not get it from us, they go elsewhere… Customer chooses the suppliers and the technology. We 
acquire the technological knowledge needed. E.g. if they need Java as a special technology we get that. We are 
customer-driven, we live like a fish with the customer…We are excellent in learning new technologies, that is one of 
our core competencies. We need to understand the customer business better…We are seen as trustworthy, 
knowledgeable, a major company…but not as a very innovative company at the market. We still have our traditional 
strengths, but cannot skip the e-business world.” (Manager, Large ICT Company D) 
 
“Because we have this reputation of a steady and firm IT player, our customers did not think of us first, when there 
were very many leads for e-business a couple of years ago. And this was one reason why we wanted this 
complementary brand of a digital media company here.” (Director, Large ICT Company D) 
 
In the following the motivation of small technology-based firms to establish asymmetric 
technology partnerships is analyzed. Small firms’ motives to partner with their larger counterpart 
can be synthesized as in Table 7. As with the large firm motivation, also these are adapted from 
the literature review (Blomqvist 1999). 
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Table 7. Small Firm Motivation to Establish Asymmetric Partnerships  
 
 
1) Access to distribution channel and customers 
2) Access to complementary resources e.g. market intelligence 
3) Sharing R & D costs and risks and reducing time-to-market 
4) Credibility and legitimatization of company and new products  
5) Efforts for standardization and skills in handling regulatory agencies 
6) Reaching critical mass for a specific research venture  
7) Learning  
 
  
The small firm may benefit from the large firm’s complementary and rich resources, e.g. finances 
for R & D and marketing and an existing marketing channel. Because of the shortened product 
life cycles it may gain notably from the possibility to target several markets simultaneously. A 
very important benefit from a partnership with an incumbent firm is the legitimization of the 
small firm and its products. The additional cost of getting a next customer or partner is less 
because of the increased credibility. Also the contact networks of the large firm may open up for 
the small firm: 
 
”Yes, we could have gone international alone, but it would have been total madness. Hell of a lot slower.” 
(Managing director, Small Software Company Zeta)  
 
”If you think of the present situation, that we create products, a small company needs to take care of sales, 
marketing, distribution, all this. That is big money. I think cooperation (with a large company) would be a much 
better way to get (to the international market).” (Managing director, Small Software Company Mia) 
 
“They would have a ready sales channel and legitimacy, both which we need. There is no sense to develop our 
products to only Finnish markets, since these are so small. If we want to invest in R & D and marketing, we must 
become international and there we need partners.” (Managing director, Small Software Firm Object) 
 
“This is about outsourcing, we want to cooperate through subcontracting some parts to the Large ICT Company B 
and then we want to cooperate with selling our own systems…often we need a larger partner to create the contacts, 
it is easier for them to create them. We would also benefit from their reputation.” (Managing director, Internet 
Technology Next). 
 
”These partners we work with are really small, less than 400 person organizations, which is very, very small. They 
may have got direct customer contacts and the customer is interested in their service but does not want to do 
business directly, as the customer is not sure of the supplier. We may help the supplier, we may come to negotiations 
and help to make the deal. We have done this very much.” (Partner manager, Large ICT Company F) 
 
“We give our products to their test laboratory, have sponsored some, do marketing cooperation, i.e. we give them 
our contacts because we both have these ICT customers… we may sell jointly in Germany or France, we participate 
in international fairs together and raise our brand recognition. We can also offer them our 24/7 support 
globally…We can help them to internationalize but also we get value-add.” (Manager, Large ICT Company F) 
 
Through the partnerships the small firm may also be able to push its products towards 
standardization. Large firms also have better skills, resources and contacts to handle regulating 
agencies, and lobby if necessary. A demanding large customer may also force the small firm to 
increase its competitiveness continuously in producing high quality and state-of-the-art service. 
Potential competition may be changed towards cooperation. A partnership announcement may 
also act as a pre-emptive competitive move towards the small firms’ competitors, who may 



 
 

 

94

perceive the small firm as much stronger with its large partner.  
 
It could be summarized that small technology-based firms need large partners especially to 
leverage the large partners’ market and distribution channels, to gain legitimacy and share the 
risks in R&D.  
 
4.4.2 Costs: Potential Friction and Risks 
 
In addition to benefits there are also costs in asymmetric technology partnerships. The costs and 
benefits within small and large technology firm partnerships have been elaborated earlier in 
Blomqvist and Kyläheiko (2000). The partnering costs may be divided into internal costs, start-up 
costs, and interaction and management costs. In the following the costs from the large 
technology-based firm’s point of view are first illustrated. 
 
Potential Costs Incurring to the Large Firm 
In the partnering large firm there are first the costs caused by internal inertia. The NIH-
phenomenon, not-invented-here resistance is common. Most probably the small innovative 
partner is going to replace (if outsourced for greater efficiency) an activity or start a new project 
(if R &D is insourced) that someone in the existing organization feels should be done internally. 
There are e.g. many value-add-services (e.g. mobile games, value-add-services for segmented 
services) in the telecommunications that could be developed more efficiently within small 
innovative partners than within the incumbent large organization. The large organization 
employees may cause inertia by their general resistance towards change. Outsourcing or 
insourcing may be seen as a potential threat to the existing workforce or a critique to the work 
done within the organization. Existing partners or in-house development may be favored since 
the new partnership may be seen as generally risky, causing difficulties to present operations. 
These internal costs are sometimes overlooked in the transaction cost approach. However, they 
may sum up to a major part of the total costs of establishing a partnership.  
 
“Yes, we get plenty of interesting ideas from entrepreneurs. However, we don’t have the resources or time to 
investigate them thoroughly. My boss said to me once that we should not bother to study any minor issues, the cost is 
simply too high.” (Business unit manager, Large ICT Company B) 
 
“It is company advantage to have a longer-term partner, because then both know where we are going to and what is 
needed. If you start again with someone, it is always very much work.” (Director, Large ICT Company A) 
 
There are also start-up-costs in establishing a new partnership. The key employees must invest 
time to learn about and commit themselves to the new venture. In addition to the partner 
company culture and people there is the new technological knowledge that must be sufficiently 
understood or learned in order to be able to absorb it. Unless they have a strong personal interest 
for the partnership and (personal) benefits from the partnership, they are unlikely to commit 
themselves, i.e. a partnership champion is needed. In the ICT sector the key employees are 
probably overloaded with their present work duties. In such a situation a long-term benefit may 
be too far away, and a mutual short-term benefit must be found. A very concrete cooperation 
proposal for short-term mutual benefit would be more likely to succeed.  
 
If the partnering firms begin to develop an R & D project jointly, they need to develop specific 
knowledge, which may not be valuable elsewhere. Immaterial investments in knowledge creation 
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demand time and commitment to mutual interaction, where the payback may materialize only 
later. However, the educated and experienced knowledge-workers with specific, even 
idiosyncratic, knowledge may leave the company. Opportunism may exist where the small party 
is encouraged to invest in specific assets, but the large party does not have a long-term 
commitment to the partnership. Similarly, the large party may have a hidden agenda to hire the 
most suitable employees of the small party, and not actually aim for partnership formation. The 
small party may use the name of the large party to legitimize themselves, even if there is no real 
partnership but only a minor subsupplier-relationship. Another form of opportunism is the use of 
confidential information for one’s own benefit. This may happen in simultaneous negotiations 
with third parties or as an attempt to take over the commonly developed technology. Also the 
uncertainty and high pace of technological change demand flexibility and adaptation as new 
technologies may emerge during the development project, and the market and competitive 
situation may change drastically. 
 
There are also the interaction and management costs. These can be compared to employing a new 
person, but in a partnership there are several new persons involved. If the small partner works 
outside the hierarchy, there are additional costs for e.g. negotiations, meetings and memos since 
there is no “spill-over” learning by just being around and receiving bits and pieces of information 
to adapt to the large firm culture and mode of operation. “Socialization” through physical 
proximity is inhibited (see Nonaka and Konno 1998). Even though learning is a common goal for 
partnerships, the fear for leakage of confidential information or processes bringing competitive 
advantage may be strong. The costs of coordination, adaptation and teaching may become high, if 
there is no existing model of the partnership process and practices. The potential scale economies 
may be lost.  
 
A new partnership changes the large firm’s position in the network of firms1. It may lessen the 
partnership possibilities with competing firms (who have no interest to become the incumbent 
firm’s secondary partner) or even harm the existing relationships if the new partner is e.g. a spin-
off from an incumbent partner, who did not accept the spin-off. 
 
Potential Costs to Small Firms 
Small ICT firms have the internal costs of developing the organization, e.g. investing e.g. in a 
quality system to satisfy the large firm partner selection and auditing. Small firms may need to 
adapt their systems, e.g. project management or electronic data communications to the large 
firm’s processes. Small firms may need to recruit new staff or educate the present employees to 
meet the large partner’s demands.  
 
In the start-up phase the small party needs to invest time and effort to find out information on the 
potential partner’s competencies, strategic goals, key persons and reputation. It takes time only to 
find the right contact persons in the large organization. Without the right contacts there may be 
numerous preliminary discussions with little results. Establishing the partnership agreement is 
also time-consuming, first if the priority is not so high in the large organization and secondly if 
the large firm’s bureaucracy and lawyers are needed to draft a contract before the cooperation 
begins. It is usually not wise to negotiate simultaneously with several partner candidates, and lack 

                                                 
1 E.g. Teece et al. (1997, 521) pays attention to the reputational and relational assets of the company impacting its 
strategic posture. 
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of cash flow may cause problems and additional costs in the form of high interest short-term 
loans.  
 
”It would be very good to have the same contact persons routing us to different people in the large company. It 
takes so much work to go to new organizations and start from zero with new people every time. The weeks are long 
for a small firm.” (Managing director, Internet Technology Next) 
 
The interaction and management costs may become quite high. The small firms need to build a 
wide interface in order to safeguard themselves against potential organizational changes and 
resulting changes of contact persons. They need to learn the large party’s organizational culture in 
order to socialize themselves with other party.  
 
The loss of key personnel is a potential cost, since the large firms are able and willing to pay for 
competent and innovative employees. If the large firm personnel behaved opportunistically, there 
would be a great risk of losing valuable proprietary information without an appropriate or any 
rent. Very few small technology firms have any protection against the loss of their human assets. 
Some modern small technology firms have tried to create an organization where the employees 
rotate and learn each other’s work in order to substitute a lost employee without a least delay, if 
necessary. The large party may be tempted to offer the small firm’s key employees a higher salary 
and acquire the human-embedded tacit knowledge.  
 
There is also the potential cost of creating a competitor. The small firm must somewhat adept 
itself to the large firm bureaucracy, which is costly as such but may also lessen the small firm’s 
flexibility and slower down the decision-making. An R & D partnership with a large firm may 
also cause costly delays or price cuts in joint projects.  
 
The small firm may lose its focus because of the changing needs of the large partner. The cost of 
losing an alternative partner is also relevant. In telecommunications the firms cooperate and 
compete within networks. If a small firm works closely with e.g. the large incumbent firm X it is 
unlikely to be able to establish a similar relationship with the competing large incumbent firm Y. 
A tight partnership agreement may practically block the small firm’s future activities in the field. 
If the share of the business with the large partner is high, the small firm may become very 
dependent on the partnership. 
 
In Figure 29 the asymmetric partners’ heterogeneous characteristics as well as the potential 
benefits and costs are summarized in order to understand and explain both the rationale and 
challenge for asymmetric technology partnerships. 
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• Access to markets, marketing channels and finance
• Time-to-market
• Credibility and legitimatization
• Systemic nature of ICT products and services
•Technology and standard-based competition

• Lean and  flexible organizational structure
• Entrepreneurial technology-oriented  management
• Visions are stressed over planning
• Committed entrepreneur and his team
• Problems in delegation
• Fast decision-making 
• Entrepreneurial risk-taking
• Unhierarchical  atmosphere suitable for innovation
• Free information flows
• Mainly people-embodied  resources
• Performance is stressed over position
• Adaptation to the environment
• Lack of organizational legitimacy
• Individual-based trust

• Rigid and fragmented organizational structures
• Professional management
• Strategic planning
• Problems in creating company-wide commitment
• Developed managerial methods
• Hierarchical decision-making
• Risk-averseness
• Focus on existing product and processes
• Restricted information flows  within the firm
• Also capital as a resources
• Power-inclined managers and power-games
• Attempts to control the environment
• Established  reputation
• Potential difficulties to create individual-based  trust

• Competitive R & D
• Options for  knowledge and technologies
• Time-to-market
• Human capacity
• Credibility and Legitimatization

• Disclosure problem (technological knowledge)
• Leakage of confidential information
• Partner’s tentative commitment
• Recruitment of key individuals
• Slower pace and time delays
• Partner’s simultaneous internal development
• Adaptation costs (processes and routines)
• Costs for learning, socialization and coordination
• Costs for building the organizational interface
• Loss of alternative partners
• Loss of focus and scope

• Access to markets, marketing channels and finance
• Time-to-market
• Credibility and legitimatization
• Systemic nature of ICT products and services
•Technology and standard-based competition

Heterogeneous Characteristics

SMALL
TECHNOLOGY-
BASED FIRMS

LARGE
TECHNOLOGY-
BASED FIRMS

• Lean and  flexible organizational structure
• Entrepreneurial technology-oriented  management
• Visions are stressed over planning
• Committed entrepreneur and his team
• Problems in delegation
• Fast decision-making 
• Entrepreneurial risk-taking
• Unhierarchical  atmosphere suitable for innovation
• Free information flows
• Mainly people-embodied  resources
• Performance is stressed over position
• Adaptation to the environment
• Lack of organizational legitimacy
• Individual-based trust

• Rigid and fragmented organizational structures
• Professional management
• Strategic planning
• Problems in creating company-wide commitment
• Developed managerial methods
• Hierarchical decision-making
• Risk-averseness
• Focus on existing product and processes
• Restricted information flows  within the firm
• Also capital as a resources
• Power-inclined managers and power-games
• Attempts to control the environment
• Established  reputation
• Potential difficulties to create individual-based  trust

• Competitive R & D
• Options for  knowledge and technologies
• Time-to-market
• Human capacity
• Credibility and Legitimatization

Motives and Potential Benefits

Risks And Potential Costs

• Disclosure problem (technological knowledge)
• Leakage of confidential information
• Partner’s tentative commitment
• Recruitment of key individuals
• Slower pace and time delays
• Partner’s simultaneous internal development
• Adaptation costs (processes and routines)
• Costs for learning, socialization and coordination
• Costs for building the organizational interface
• Loss of alternative partners
• Loss of focus and scope

• Disclosure problem (requirement specifications)
• Leakage of confidential information
• Internal inertia: start-up costs, NIH, risk-aversion
• Threat to status quo
• Negative impact on core operations
• Absorptive capacity for new technological knowledge
• Adaptability
• Costs for teaching and coordination
• Reputation risk, association with “hype”
• Loss of economies of scale

© K.Blomqvist 2001  
Figure 29. Asymmetric Rationale and Challenge 
 
Asymmetric partners are able to focus on core competencies and reach higher specialization and 
efficiency. By leveraging external complementary competencies they may enjoy the economies of 
scale and scope at the same time. Partnerships offer a technology window to new technologies 
and complementary resources. They may increase the flexibility and lower the risk and costs 
inherent in new technologies and new projects.  
 
Learning is often cited as a major positive outcome of partnerships. Asymmetric partnerships 
with complementary and diverse firms may generate new innovative practices, processes and 
products or services. Partnerships are used in announcements for signalizing technological and 
market power. They also legitimize new entrants and emerging technologies. Partnerships and 
alliances are used to push new technologies towards dominant design and industry standards. 
 
Large firms benefit especially from the technology options, variety, efficiency and flexibility. 
Small firms’ major benefits are the necessary complementary resources and increased legitimacy. 
Both parties may improve their network position, if the complementarity is strong and perceived 
as much by the other players. 
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It seems that both parties of the dyad have some internal costs, but the large partner may suffer 
more from internal rigidity and path-dependence. Start-up costs occur to both parties. Their 
relative portion may be larger to the small firm, which has a major challenge to learn to know the 
large partner. Also the partnership agreement negotiations and contracting are relatively more 
challenging to the small party. Both parties are exposed to interaction and management costs, e.g. 
interface development and coordination. It is probable that the expected costs incurring to the 
small firm are relatively larger due to the size difference and poor adaptability of the large firm. 
However, also the potential benefits of the relationship are relatively larger. This describes well 
the asymmetry in the relationship.  
 
In the short term the costs of partner search, evaluation, negotiation, teaching and adapting 
probably overweigh the early benefits. In the long term the benefits of a successful 
complementary partnership may add on and become considerably high (see Figure 30). 
 

Partnership costs
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Partnership benefits

Break-even
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Figure 30. Cost and Benefits in Asymmetric Technology Partnerships 
 
Asymmetric technology partnerships are costly to establish, but the potential benefits and value-
add outweigh the gains from symmetric relationships. In the short term the costs may be 
remarkable, but in the long-term the partnership benefits of a complementary partnership may 
overcome the costs. Small firms often approach the asymmetric technology partnership as 
strategic and of critical importance. However, the time to reach the benefits, the costs may 
disappoint the optimistic entrepreneur. On the other hand, the large firm boundary spanners and 
key persons experience the early costs rather high in relation to the perceived benefits.  
 
The top management of a large firm may promote partnerships because they see the long-term 
benefits. The short-term costs are usually mainly operative and occur to the large firm’s middle 
management and technological specialists working in the interface towards the small partner. 
Incurred or anticipated short-term costs may cause resistance and subsequent commitment to 
asymmetric technology partnerships. In addition to the fear of costs, the middle management may 
also fear losing their status, power and meaning in their work due to outsourcing (the NIH 
phenomenon). This may cause additional inertia and poor commitment from the large firm’s side.  
 
Understanding of the asymmetric rationale and challenges as well a strong interface among 
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partners may decrease the costs and increase the benefits and the subsequent “break-even” point 
of the established partnership. 
 
4.5 Complementarity and Incompatibility in Asymmetric Technology Partnerships  
 
In this subchapter the capability-culture framework is leveraged to summarize the potential 
complementarity and incompatibility in asymmetric technology partnerships.  
 
4.5.1 Complementary Products and Services 
 
In large firms there may be multi-product lines and related technological knowledge. Small firms 
are usually committed to only one or a few technologies because of limited resources. The small 
firm’s niché products and services complement the large firm service offering and enable the 
large firm to gain access to e.g. verticals, where they do not have the expertise. Often the small 
firms are relatively stronger in radical innovations and emerging new technologies. Small firms 
may sell their products or services as part of the large firm’s systemic product offering. 
 
”We sell also middleware and our suppliers may design services on top of it. Our partner B is important, as we 
don’t have very many software developers for this area. This is very demanding technology and our partner B is 
able to use it.” (Manager, Large ICT Company F) 
 
It is proposed that the small and large technology-based firm complementary products and 
services enhance asymmetric technology partnership formation. 
 
4.5.2 Complementary Resources and Knowledge 
 
Large and small firms have complementary resources and knowledge needed for innovation. 
Oakey (1993, 9) pictures small firms as “providing a type of ‘teamwork’ driven innovation that is 
difficult to achieve in large enterprises.” Small technology-based firms are able to adapt and 
make fast decisions. In the large firm the top management’s acceptance is needed to make a new 
venture legitimate, yet a champion who actually proceeds with the new venture, must be found in 
the organization. 
 
Small firms’ resources are people-embodied and they lack physical assets (Segers 1992). Because 
of poor resources some small firms are very good at leveraging external resources in the form of 
R & D subsidies and university research. Small technology firms lack functional skills, especially 
marketing know-how. Large firms have functional know-how and professional management 
capabilities. By nature large firms have resources, yet their size may also have a negative effect 
on R&D performance (Pisano 1990). Because of the management mindset, stakeholder 
expectations and the existing structures (see Christensen 1997) large firms are usually less 
flexible and risk-averse to experiment with new things than small firms. 
 
The flow of information and knowledge may be stronger in small firms than in large companies 
(company-wide) and the company seems united from the outside. From the review in 4.2 and 4.3 
it seems that small firms have a relative advantage in learning and focused knowledge creation in 
emerging and risky new areas due to their flexible structures, focus and propensity to take risks. 
Flexible structures also enable speed of action. In large firms knowledge creation is cumulative, 
path-dependent and they tend to focus around existing customers and markets (Christensen 
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1997). Large firms can afford both incremental and radical innovations, but because of the risk-
averseness they rarely create radical innovations. Large firms may sometimes seem like 
“factories” with strong processes and narrow role descriptions.  
 
It is proposed that the complementary resources and knowledge of small and large technology 
firms enhance asymmetric technology partnership formation. 
 
4.5.3 Complementary Dynamic Capabilities 
 
Small firms are relatively stronger in the early part of the innovation, whereas the large firms’ 
capabilities for scale-up and launching are stronger. Small firms are also relatively stronger in 
experimentative projects that would disturb the large firms’ production. Their network positions 
may also complement each other. 
 
Complementary Core Capabilities 
Entrepreneurial management has the authority to pull through projects it believes in. Also, in the 
best cases, the management has the capability to get the rest of the organization excited about the 
“mission impossible.” Prototype building, testing and small-scale manufacturing seem to fit well 
with small firm organizations. In the early phase of the innovation the excitement and “hacker-
like” pull-through of projects (Himanen 2001) typical for small firm entrepreneurial management 
and team-like development is beneficial. From the innovation point of view the small firm’s 
flexible structures enabling fast track projects and agile operations seem suitable especially for 
the early innovation process where the ideas are created and conceptualized. It may be possible to 
pull through risky projects demanding cross-disciplinary skills and novel knowledge faster in 
small organizations and their networks. Learning in small firms may be faster, e.g. implementing 
new tools and experimenting with non-conventional methods and combinations. 
 
“A small firm is much more agile. They are usually excited and have a strong belief on the idea. They are flexible in 
every sense. This is a fact, we have thought this several times, when we have invented a good idea and we should 
start it. Why not to put this outside the corporation? It would be the most effective way to get it started. This rigidity 
and enormous willpower to safe own business, it is such an incredible power in a large corporation. We cannot 
destroy our business until someone else does it.” (Manager, Large ICT Company E) 
 
A large firm’s existing structures are more suitable for testing the systemic operation of a new 
service or product. In the ICT sector e.g. the scalability for large customer bases, billing of 
services and smooth interoperability of various services is critical. The large firm’s demand for 
organized processes, e.g. documentation and testing is important in the latter part of developing 
an innovation.  
 
The small and large firms’ capabilities and relative strengths seem to match so that a small firm is 
relatively better in the early phases of innovation and a large firm in the latter part of the 
innovation. In the testing phase the small firms are relatively better suited for technological 
testing and large firms have knowledgeable resources for market studies. However, close 
cooperation is needed in all phases, as innovation is an iterative, not a sequential and linear 
process. In Figure 31 the small and large firms’ capabilities and relative strengths are assessed. 
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idea - experiment - testing - scale up -  venturing - launch

Small firm
capabilities

Large  firm
capabilities

 
 
Figure 31. Asymmetric Firms’ Complementarity for Innovation 
 
The crucial issue is the scope of the innovation, whether it fits the large firm’s present strategic 
focus. If it fits in, the asymmetric firm structures would complement each other. If the innovation 
is outside the large firm scope, bringing the innovation to the large firm could kill it by getting 
stuck to large firm processes not able to assess and carry the “alien” along properly. Also the NIH 
and competition with internal projects, even when inferior, could threaten the innovation in the 
large firm’s organization. 
 
It is proposed that the small and large technology firms’ complementary core capabilities 
enhance asymmetric technology partnership formation. 
 
Incompatible Managerial and Organizational Processes and Routines 
From the earlier review it seems that small and large technology-based firms’ managerial and 
organizational processes are mainly different and only partly complementary. Usually the small 
and young firms have developed fewer processes than the large and incumbent players. There are 
e.g. very few software suppliers with a quality certificate. Processes are important, but not that 
critical for the operations as in the large companies. Small firms do have routines but they are 
strongly embodied in individuals, often tacit and difficult for an outsider to evaluate. In large 
firms routines and processes may be valued exceedingly, thus hindering the innovativeness and 
organizational ability to react fast to unexpected opportunities and situations. Some of the 
processes may even start to live a “life of their own” in technological structures when process-
owners and decision-makers are diffused around the organization for some historical reasons. 
Established processes enable scaling up of activities and ensure quality, but may hinder fast 
decision-making and speed of action. 
 
If the partners are able to synchronize the key processes needed in the cooperation they may be 
able to institutionalize the relationship at the organizational level. After that the routines and 
processes carry the cooperation and increase efficiency despite changes in key individuals and 
boundary spanners.  
 
It is proposed that incompatibility in small and large firms’ managerial and organizational 
process hinder asymmetric technology partnership formation. 
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Complementary Paths and Positions 
In general the company’s ability to change direction depends on its dynamic capabilities and the 
nature of its technological knowledge. A Strong appropriability regime (see 5.2.1) allows more 
possibilities if the technology is generic. Also if the company’s relative strength lies in learning 
and implementing new technologies fast, it has more flexibility. Small and young firms may be 
generalized to have more alternative paths as they lack the “burden of a long history and existing 
structures.” They are believed to be more flexible in their operations and decision-making, and 
subsequently able to start a journey towards a new destination very fast. However, they do not 
necessarily have the resources to carry the long journey through. Large firms have relatively more 
resources enabling different paths, but the internal inertia for a strategic change and new road 
map is larger. Major changes in their paths are rather rare (dashed line in Figure 32).  
 

Small
firm

Large
firm

 
 
Figure 32. Comparison of Paths for Small and Large Firms 
 
Partnerships may also shift the company’s position in the network, i.e. both small and large 
companies may leverage power through notable partnerships. A small firm gains power through 
access to proprietary information (SIG) and major partners. Information and knowledge collected 
from networks is valuable to large firms. Because of their larger resources large companies are 
usually more active in e.g. standardization committees. The knowledge possessed by the small 
firm may not be only technological, but can be e.g. an ability to understand systems and concepts 
before the large firm has entered the field (e-business, interactive Extranets, mobile concepts, 
tools and processes for new business concepts etc).  
 
The relative power of new technology-based firms is illustrated in Figure 33. The more novel 
(newer and less widely available) the new technology is, the more powerful is the small firm 
based on that emerging new technology. However, novelty as a company (lack of references, cash 
flow and legitimate role as an established company) lessens its power.  
 

Novelty of 
the technological knowledge
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Figure 33. Paradoxical Power of a New Technology-based Firm 
 
It seems that the competitive “time-window” for small firms based on new technology is short 
and that they should try to legitimize themselves as fast as possible in order to utilize their 
technology-based power for advantageous partnering and customer agreements. 
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It is proposed that complementary dynamic capabilities and needs enhance asymmetric 
technology partnership formation. 
 
4.5.4 Diverse Strategic Intent  
 
The strategic decision on timing and commitment on emerging new technologies vs. existing 
businesses varies between companies. A large firm’s strategic management may view small 
technology-based partners with a “Darwinian mindset” where the best of the breed are expected 
to survive. Asymmetric technology firms are approached with tentative commitment, allowing 
the large firms to pursue multiple technological trajectories simultaneously. From the small 
firm’s point of view this logic may seem opportunistic and the large partner to be pursuing a 
“hidden agenda.” For a large firm management the technology options logic may be clear and 
natural (see also Hamilton 2000, Day and Schoemaker 2000). 
 
Large firms may also view partnerships as a vehicle to increase flexibility and reduce economic 
conjunctures. Also this leads to tentative commitment both to the partnership and investments to 
joint knowledge creation. For a large firm the partnerships with small technology firms may also 
be seen as a phase towards acquisition1. Partnership allows gradual commitment to potential 
acquisition. In this case the “hidden agenda” is to acquire the complementary company, usually 
possessing critical capabilities in line with the large firm’s strategy (close to the large firm’s 
future business and demanded competencies or e.g. access to a certain customer or market).  
 
In large firms large (strategic) and important projects are easier to legitimize and they may also 
result in personal fame (incentive). Subsequently the upfront effort (relative time and motivation) 
and costs for asymmetric technology partnerships may become too large in comparison to the 
expected potential benefit and the inherent risk.  
 
Small firms are more often focused on a single or only a few technologies, products and services. 
The focus and the related commitment may be even myopic, creating major risks, but if the 
entrepreneur “bets” for the right technology, also very successful. Due to organizational 
flexibility and simple decision-making small firms are able to react to emerging opportunities. 
Small firms do not necessarily “strategize” formally, but a strategy emerges as a result of the 
owner-manager’s decisions. The lack of strategy and conscious choices may also result in poor 
choices in the long run.  
 
It is proposed that diverse strategic intent inhibits asymmetric technology partnership formation. 
 
4.5.5 Diverse Managerial and Organizational Cultures 
 
”The values (between small and large firms) do differ today, but they should not differ. Also the motivation and 
commitment should not differ. If you want to create successful and dynamic (cooperation), both parties need to have 
them. Processes and ability, yes, there are certainly differences. Timing, I am not sure, may be little. But those two: 
motivation, commitment and values. There are differences, but if we want to success dynamically, there should not 
be differences. Those would need to be one of the glues keeping (the partnership) together.” (Director, Large ICT 
Company A) 
 
                                                 
1 Also Nueno (1999) argues for the common hidden agendas in alliances and views them as a process towards 
stronger integration e.g. acquisitions. 
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In the following small and large technology firms’ potential heterogeneity is described in line of 
Schein’s (1992) basic assumptions differentiating organizational and managerial cultures: 
 
Nature of Time and Pace 
In asymmetric technology partnerships both the time horizon and the pace easily diverge 
increasing the challenge for cooperation. The large firm’s management’s and employees time 
horizon e.g. for cash flow has traditionally been longer (their monthly salary will be paid 
anyway). In large firms the boundary spanners have probably many simultaneous tasks and goals. 
Large firms control the working hours.  
 
Individual planning of time and combination of working hours and leisure is usually more 
accepted in small firms. In small technology firms the “hackers” choose their working hours, and 
may still be very committed to their colleagues and the task. Also in the small firm the potential 
cooperative venture may be the main task. A small firm’s management and employees may be 
also more willing to work long hours because they see more directly the relationship between 
their individual input and the company input.  
 
Reality and Truth 
The perceived nature of reality and truth is person-specific. As Schein (1992) has well 
illustrated, the managerial and information technology subcultures conflict easily. People with 
technological (mathematical) background have strong expectations on the nature of information, 
e.g. that is possible to transform information accurately, and the more quantifiable the 
information, the better it is (Schein 1992, 280). Also those with formal and traditional business 
school education may have learned to write and read reports with exact calculations and figures. 
“Management by numbers” may be more a managerial paradigm and related to personal 
background and organizational role rather than prevalent in either small or large firms. E.g. 
sometimes written documents cause action in an organization or professional-look slide 
presentations, “slideware” is needed to prove credibility. 
 
In the dynamic and future-oriented business environment business plans and other reports rarely 
have valid figures because prediction is impossible. Senior management, on the other hand, 
assumes information to be dynamic, holistic and imprecise (Schein 1992, 290). They may make 
decisions intuitively, based on weak signals and implicit understanding of the situation. Different 
expression of information and knowledge may thus be a basic assumption based on an 
individual’s education and profession, organizational role or organizational culture. Also the 
management’s diverse ability to tolerate uncertainty and ambiguity has implications on 
asymmetric technology partnership formation.  
 
Externalization of the information enhances the absorptive capacity and may also impersonalise 
the information from its individual source. Small firms pay usually less attention to the style of 
presentations and the quality of documentation. Subsequently the individual-based trust becomes 
relatively more important. Also the documentation is often less professional in small firms than 
in large firms, which affects the perceived trustworthiness (competence). 
 
In asymmetric technology partnership formation the differently perceived reality and truth have 
implications for the choice of boundary spanners and the nature of communication in interaction. 
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Nature of Space 
The level of hierarchy varies very much according to firm culture and size. Usually small firms 
are less hierarchical than their large counterparts. In a large ICT company there may easily be 5 or 
10 diverse layers of decision makers. This space and related social distance between the 
management and others is manifested in different lunchrooms, different location of offices (top 
management on the top of the building), reserved parking lots etc. In small firms the space 
distance is usually shorter, as the small firm’s management participates in daily work and 
interacts constantly with the employees. Hierarchy may be based more on the substance 
knowledge than rank, e.g. who is the best software architect or writes the best software code.  
 
In asymmetric technology partnership formation the large firm’s management and the small 
firm’s management may experience a feeling of inequality if their perception of the space is 
different. This may cause some rigidity, because equality has been identified as an important 
factor in the creation of close relationships. 
 
Assumption of the Human Nature 
The basic assumption of the human nature has direct implications on the actor’s ability to trust 
and create trust. The assumption of the human nature may be embedded deep within the firm 
culture. The basic assumption of humans beings’ trustworthiness is manifested e.g. in the need to 
control employees or confidentiality classifications, i.e. information is held more tightly in 
smaller circles. This has also implications on the level of openness in asymmetric partner 
communication. 
 
The human nature and activity may be seen as individualistic, proactive and searching for self-
actualization. Usually entrepreneurs are described as such persons and subsequently they may 
expect others to behave similarly. In his book on changing work ethic Himanen (2001, 53) 
stresses the hackers’ need for self-activity and passionate attitude to R&D projects. This comes 
very close to entrepreneurial characteristics. The relative role of money as an incentive may be 
less motivating for those hackers for whom work is primarily a means to self-actualization1 
(Himanen 2001, 140). It is probable that many entrepreneurs have a proactive, risk-taking and 
“doing” orientation. The more “working for the monthly pay” attitude in the large firms may not 
seem dynamic and credible enough in the eyes of a proactive entrepreneur. 
 
Nature of Human Relationships 
Whether life is perceived cooperative or competitive varies among individuals and is based on 
their experience. Collective experiences at organizational level may impact company culture, but 
this should not vary between small and large firms. Authority and decision-making may reside 
either at the top manager of either type of company or more evenly in the organization, depending 
on the leadership. Probably the decision-making in large firms is more scattered but slow, due to 
expected consensus and legitimization from the higher levels of hierarchy. In small technology 
firms it is the entrepreneur who makes the decisions (authoratively), but fast. Entrepreneurs also 
differ greatly in their approach towards space and human nature, whether they personally want to 
connect openly to others or prefer more independent venturing.  
 

                                                 
1 In the high ICT boom and high valuation of ICT start-ups, the potential fast profit, IPO and trade-sale have 
increasingly motivated some entrepreneurs and possibly even created new types of entrepreneurs. 
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It is proposed that if the asymmetric technology partnership boundary spanners share relatively 
similar basic assumptions of the human nature and relationships, reality and truth, and space 
and time they can easier relate to each to other and the relationship will develop faster. 
 
4.5.6 Critical Issues Due to Asymmetry 
 
In this subchapter first the incompatibility in asymmetric technology partnerships is summarized 
in order to understand the critical issues and challenges. A “scale for complementarity and 
incompatibility” is presented as a managerial tool. Also the concept of asymmetry will be 
discussed as a result of the empirical and theoretical analysis in this chapter. 
 
Strategic Intent 
Asymmetric partnerships are often strategic to small firms and only options for large technology 
companies. Subsequently the partners’ expectations, motivation and commitment vary 
accordingly. The diverse expectations and motivation may result in unequal commitment and 
create friction. 
 
Organizational and Managerial Culture 
The perceived nature of truth and reality varies between managers imposing their own basic 
assumptions on the organization. Diverse perceptions may cause misunderstanding and 
inefficiency. Often the large firm’s management may be more oriented towards well-documented 
presentations and studies on e.g. emerging markets, and thus the small firm’s more intuitive 
vision of the future may not be taken seriously. The key individuals’ and the organizational 
assumption on human nature and relationships are critical: whether cooperation or competition 
prevails. If the environment is perceived as competitive, equal and open relationships are difficult 
to establish. The perceived nature of space, i.e. potential social distance impedes the feeling of 
equity. Different time horizon and pace cause irritation, practical problems and inefficiency. The 
small technology-based firm offering new emerging technology may be ready for longer-time 
projects and investments than the large corporation’s middle management measured by quartal 
results. However, the small firm’s narrow focus on future-related products and services sets also 
expectations for fast action, agreements and cash flow, which the large firm may not be able to 
respond to. 
 
Dynamic Capabilities 
Managerial processes, e.g. decision-making, vary between small and large technology-based 
firms. Because of the different speed in decision-making, joint decisions become difficult (see 
also Doz and Hamel 1998). Usually the decision-making is much faster in small entrepreneurial 
firms. This is also due to more simple structures and the dominant position of the owner-
manager. Small firms usually lack explicit organizational processes and routines (documentation, 
quality system), but also large firms may have insufficient processes for e.g. outsourcing and 
partnership management.  
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Products and Services

Knowledge and Resources

Dynamic Capabilities
• core capabilities 
• organizational structure
• paths and position
• learning

Strategic Intent

Organizational and managerial culture
• nature of truth and reality
• human nature and relationships
• time horizon and pace

Dynamic capabilities
• managerial processes
• organizational processes and routines

COMPLEMENTARITY
(source for potential value-add and benefits)

INCOMPATIBILITY
(source for potential friction and costs)

© K.Blomqvist 2001

 
 
Figure 34. Scale for Asymmetric Complementarity and Incompatibility  
 
In Figure 34 the potential incompatibility is contrasted to the potential complementarities. It is 
suggested that managers establishing asymmetric technology partnerships should critically 
evaluate the potential complementary benefits and “weigh” these against the potential friction 
and costs due to incompatibility. It is clear that each manager would aim for maximum benefits 
with minimum costs. An asymmetric technology partnership – or any partnership – is not worth 
entering into unless the complementary benefits are clear and notable. Strong complementarity 
may outweigh the potential friction but not delete the potential costs, however. The managerial 
aim may be to increase and safeguard the benefits, yet cope with or even try to anticipate the 
friction. As one of the interviewed managers suggested, this kind of a scale or framework (see 
also Figure 29) could serve as an auditing tool or checklist for potential benefits and risks. 
 
Conceptualization of Asymmetry 
The diversity between small and large technology firms was noted as the key concept for this 
research. In order to understand this diversity and its implications for partnership formation in-
depth, the issue was investigated both through earlier literature and interviews (see also 
Blomqvist 1999). In this context asymmetry was defined as “diverse resources, capabilities and 
power as well as the management and organizational culture of actors.” Conceptualization and 
the basic asymmetric characteristics were validated in three interviews with small technology-
based firm managers and three interviews with large technology-based firm managers. In general 
the asymmetric characteristics were found as illustrative. According to one of the interviewed 
persons the typology could be used as a tool for risk audit when entering asymmetric technology 
partnerships. As a result of the interviews the word competencies was changed to capabilities to 
better illustrate the future-oriented future development in asymmetric technology partnerships.  
 
As a summary of the effect of asymmetry it is proposed that complementary benefits may be 
reached if the friction and costs can be eliminated. At the organizational level the asymmetry 
remains. The diversity in strategic intent, organizational culture and the managerial and 
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organizational processes are bound to create friction. However, may be possible to overcome the 
asymmetry if the level of cooperation is changed to a more equal one and the boundary spanners 
are chosen so that their basic assumptions, mental modes, organizational roles and interests 
converge. These issues and the evolution of asymmetric technology partnership formation will be 
discussed more closely in chapter 7. In the following chapter the nature and role of technology on 
asymmetric technology partnership is evaluated. 
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5 THE ROLE OF TECHNOLOGY IN ASYMMETRIC TECHNOLOGY 
PARTNERSHIP FORMATION  

 
This chapter illustrates the manifold aspects of technological change and technological knowledge 
impacting on asymmetric technology partnership formation. The propensity of small and large 
technology firms to establish asymmetric technology partnerships is assumed to vary according to 
related technological factors. Technological factors may drive the small firm propensity, the large 
firm propensity or mutual propensity to establish asymmetric technology partnerships. 
 
A holistic perspective enables us to sketch both micro- and macro level technology-related factors 
impacting on asymmetric technology partnership formation (see Figure 35). In the following 
subchapters these technological factors and their effect on asymmetric technology partnership 
formation are analyzed. First, the nature of technological knowledge is discussed. First the nature 
of technological knowledge and the nature of the technology-based firm are studied as micro-level 
factors. After that the characteristics of the knowledge-based competitive arena are described at 
the macro-level. The chapter draws from the dynamic capability view of the firm (3.2.3) and 
technology management.  

Technological
knowledge

Nature of 
technology-based firm

Characteristics of  knowledge-based
competition arena

 
 

Figure 35. Technology-Related Factors Impacting on Asymmetric Partnership 
Formation 

 
Propositions on the impact of the different technological factors on both small and large firm 
propensity to establish asymmetric technology partnerships are presented as a summary of the 
chapter. Also the technological factors driving asymmetric technology partnerships, i.e. those 
technological factors favoring both parties are presented as mutually favorable technological 
conditions. 
 
Technological Factors affecting Asymmetric Partnerships 
The appropriability regime (Teece 1987) explains the nature of the knowledge (degree of 
tacitness) and how it can be safeguarded against imitation (IPR). Technologies may be either 
autonomous or systemic in nature. If they are systemic they consist of different modules and exist 
as a combination of different kinds of knowledge. Whether the technology is established or only 
emerging makes a difference. The technology may be radical or incremental in relation to the 
existing knowledge base. Technological knowledge is never isolated, but dependent on the related 
technological development. 
 



 
 

 

110

The nature of the technology-based firm reflects the major trend toward focus on core competency 
and the need for complementary resources and capabilities. Difficult-to- imitate technological 
knowledge may become part of the core capabilities, which in the turbulent environment need to 
be dynamic. Technological drivers (Information technology, the Internet and Wireless 
Communication), the convergence of various industries and technologies as well as 
standardization are seen as the primary drivers for technological change. Other major forces are 
the uncertainty and complexity consisting of technological, market and regulatory uncertainty and 
accelerating speed of change. Another major characteristic of the knowledge-based competition is 
the global network economy, which is characterized by global competition, interconnectedness, 
transparency and information networks. 
 
5.1 Characteristics of Knowledge-Based Competition 
 
In this subchapter the characteristics of the knowledge-based competitive arena are described as 
drivers for asymmetric technology partnerships. According to Möller (2001), a dyadic 
relationship cannot be understood without understanding the relevant context. Also Doz and 
Hamel (1998) argue for the importance of recognizing the exogenous factors, which affect the 
potential partners’ strategic compatibility.  
 
The fast technological development1 in the ICT sector has increased the business productivity 
(Economist 2000a). The past long wave of the economic growth has raised the question of 
whether the growth, low inflation and high investments could be sustainable. Labels like New 
Economy or Internet Economy have been used.  
 
In Figure 36 and the subsequent subchapters the characteristics of knowledge-based competition 
are illustrated. On the bottom of the figure the technological change creating the arena for 
innovation is illustrated. In addition to emerging new technologies also standardization and 
convergence drive the technological change. They are also the major causes for uncertainty and 
complexity. These factors can be compressed to the pace of technological change. The four 
boxes in the middle (interconnectedness, global competition, network society and transparency) 
can be characterized as global network economy. The top row, the technological, market and 
regulatory uncertainty and complexity can be compressed to drivers causing uncertainty and 
complexity.  
 

                                                 
1 According to Moore’s Law the processing power of microprocessors double every 18 months.  
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Technological,  market and
regulatory  uncertainty

Interconnectedness

Transparency

Technological change
• Internet and wireless communications

• standardization and convergence

Information networks

Global competition

Complexity

Uncertainty and complexity

Global network economy

Pace of technological change

 
 
Figure 36. Characteristics of the Knowledge-Based Competition Arena  
 
In the following analysis these contextual issues are compressed and aggregated. The different 
characteristics and trends are also interdependent. Thus the above figure is only a rough 
illustration of the different, simultaneous forces shaping the competition at the ICT sector. 
 
5.1.1 Pace of Technological Change 
 
The key technological drivers, i.e. the Internet and the wireless communications as well as the 
convergence of the different technologies and industries and standardization are introduced as 
drivers for the pace of technological change.  
 
Internet and Wireless Communication as Driving Forces 
In comparison to earlier “technological revolutions” like the steam engine and electricity, 
information and communication technologies are much more pervasive, impacting on all 
economic and social processes. Their capacity to process, store and transfer information 
increasingly efficiently seems to be changing the fundamentals of business practices and 
structures. The major driver behind this change leading to profound changes in communication is 
believed to be the Internet, the “web of the webs.” Other major technological developments have 
been the digitalization of the data, the growth in processing power and available bandwidth. The 
Internet is believed to be one of the major forces, but its impact cannot be proved from any 
economic statistics yet (Economist 2000a). According the Economist special issue on the New 
Economy (2000), the power of IT and the Internet lie in their capacity to store, analyze, and 
communicate information instantly, anywhere, at negligible cost. Also Casson (1995b) notes the 
major importance of information costs in organizational decision-making and operation. This 
explains the major impact of Internet in organizations. According to the new and yet 
contradictory growth theory, the rate of growth has increased over time because of increasing 
returns to knowledge i.e. knowledge builds upon itself (Economist 2000a).  
 
The rapid fall in communication costs has allowed the use of Internet widely and deeply 
throughout the economy. Information and communications technologies, especially the Internet, 
World Wide Web, the graphical browser and electronic commerce have reduced the costs of 
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outsourcing and inter-firm cooperation (Measuring the ICT Sector 2001). In addition to being 
new information system the Internet creates a new market place as well as a distribution and 
communication system without the limitations of reach and richness (see Evans and Wurster 
2000). The Internet also creates new business opportunities as such, and an environment that 
substantially lowers the entry barriers for new and innovative players. Start-ups with Internet-
related business ideas have been booming. In the ICT sector the R&D investments are higher 
than in other industries, often by a factor of about five (Measuring the ICT Sector 2001). It is 
argued that the social and scientific impact of the Internet may be even higher than the economic 
impact.  
 
The third-generation wireless technology1 combines two major innovations, the wireless 
communications and the Internet. The emerging 3G devices with high-speed mobile connections 
to the Internet and other communication networks are believed to enhance the commercial 
possibilities of the “information superhighway” (The Economic Impact of the Third-generation 
Wireless Technology 2000). Simultaneous advances in computing, information storage, and data 
transmission have reduced costs and created new markets. High-capacity fiber-optics networks 
and digital compression carry voice, data and video inexpensively around the world. Due to the 
expanded capabilities and fallen costs the markets have expanded rapidly. The cost of 
communication has gone down and the wireless revolution is believed to be the death of distance. 
 

 Information technology (IT)
• constant increase in computer
 processing power (Moore’s law)
• ubiquitous computing

Internet and the browser
• information system (richness)
• broader reach
• transparent market place
• lower entry barriers
• interconnection and 
 interoperability (TCP/IP protocols)

• Inexpensive and efficient
  communications
• Mobility
• Transparency
• Interconnectedness
• Deterioration of 
  information asymmetry 
• Richness and reach
• Low entry barriers

 Telecommunications
• fast and low cost communications
• 3G, high speed, broadband
• data, voice and image
• mobility, anytime/anyplace
• standards (GSM, WAP and WML)

 
• Network society
• Global competition
• Economic, scientific  and
  social innovation
• Entrepreneurship

 
 
Figure 37. Impact of ICT Technologies on the Economy 
 
Technological change seems to be the driving force behind the global network society and 
increased inter-firm cooperation. For asymmetric technology partnership formation the ICT 
development has several implications. First the high technological change and economic growth 
create incentives for innovation and entrepreneurs seeking opportunities. Technological 
discontinuities like the Internet bring new innovative players, which try to break the rules of 
competition and seek the niches not noticed by the incumbent players. For incumbents the 

                                                 
1 The 1st generation (1G) wireless phones use analog technology to transmit voice calls. The 2nd generation (2G) 
wireless phones use digital technology. 3G refers to high-speed wireless communication technologies able to deliver 
voice, data and video. 
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discontinuities pose threat that may be turned to an opportunity through cooperating with 
innovative players and learning from them. The incumbents are building Internet capabilities 
through acquisitions1, partnerships and Internet focused R&D projects. E.g. Microsoft, Cisco and 
Nokia have diversified their capabilities through acquiring start-ups with Internet and content 
capabilities. Efficient communications technology as such enhances interfirm cooperation as 
firms may connect to each other at different levels, e.g. supply chain management applications 
enable closer cooperation. 
 
Convergence  
A vision of different IT markets melting into “information and entertainment industry” was 
presented already in mid-1980’s (Duyesters and Hagedoorn 1998). At the product-market level 
the “telematics” products combine computer and telecommunications, at the technology level the 
fusion of microelectronics and software produce digital products, and at the firm level firms 
cooperate to combine their different knowledge bases (Duysters and Hagedoorn 1998, 16). 
Computer, telecommunication and content industries (media, advertising) converge, 
materializing in networked computing and intelligent networks (Katz and Woroch 1997). In 
telecommunications the mobile, fixed and Internet networks converge. Convergence among 
information and communication technology vendors is evident. The emerging ICT industry has 
grown steadily and the share of digitalized content industry (digital multimedia) is growing at 
highest speed. Broadband networks enhance the development of content industry including 
digital multimedia and value-add-services offered through wired or wireless terminals like 
cellular phones (Martikainen, 2000). The large and incumbent players have come to a situation 
where they must ceaselessly create, adapt and re-design new products and value-add-services in 
order to maintain their competitiveness.  
 
Incorporating technologies that are new to the traditional business is especially crucial in the 
converging industries. New technological competencies must be blended and absorbed in the 
company. Not only the technological skills and know-how are different but also the logic behind 
these technologies (e.g. electronics and software) may be completely different (e.g. Prahalad 
1998). Convergence and the subsequent consolidation are rapid and the whole ICT sector is going 
through a rapid restructuring where the roles of the players are changing. Several sources have 
estimated e.g. that in 2005 there will be only 5 operators in the European markets. Company 
acquisitions have been strong both in market and technological competitiveness. The high rate of 
acquisitions and mergers increase market uncertainty and change organizational boundaries. 
Industry boundaries are blurring as new applications and services demand know-how not 
available within one vertical, previously known industry sector. E.g. many traditional IT 
hardware firms (IBM and HP with their e-Speak for service brokerage) have moved towards 
software and services. Mobile operators create information technology (software and the Internet) 
and content capabilities. Terminal manufacturers, whether they are designing cellular phones, 
PDAs or digiTVs, need to learn of the content, its display and delivery. Traditional media 
industries attempt to gain Internet and software capabilities in order to enhance their operations in 
the e-business sector. Traditional IT suppliers and integrators need to learn about the e-business 
and the related media and content industries. All the players need to understand the demands and 

                                                 
1 Cisco has acquired over 50 firms and only 1999, Microsoft acquired shares in 44 firms (for USD 13 billion) and 
Intel in 35 (for USD 5 billion) (A New Economy? A New Economy, The Changing Role of Innovation and 
Information Technology in Growth). 
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new possibilities generated by the Internet technologies and applications. New business concepts 
in the emerging new industries demand versatile capabilities. E.g. home banking demands 
capabilities and access to banks (finance industry), communications technology (operators), 
information technology and digital media (front-end, consumer interface). 
 
The industry structure is changing and new industries emerge. The convergence of products, 
markets, technologies, firms and industries create needs for partnerships. Also, as Teece (1998a, 
61) argues, the convergence does “by no means occur automatically and requires internal 
structures that are flexible and permeable.” Various partnerships are established as knowledge 
and technology options.  
 
In Figure 38 below the convergence of the rather mature IT industry (1) and the emerging digital 
media industry (2) is illustrated. Both industries have first developed separately. Then, from the 
convergence (3) of these two diverse industries a third industry, e-business begins emerges (4). 
Incumbent IT firms participate in and experiment with the emerging e-business industry by 
partnering with the digital media companies. As the e-business industry begins to emerge through 
intense growth and competition, the number of small suppliers (a) active in the field increases. 
Also the asymmetric technology partnerships increase due to incumbent firms’ increased interest 
to establish partnerships (b) with the small firms with complementary e-business capabilities. As 
the industry evolves, consolidation development will be inevitable. The partnering activity will 
slow down and the number of firms falls as the large firms either acquire the necessary 
capabilities through acquisitions or by developing internal capabilities (hiring and education). 
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Figure 38. Impact of Industry Convergence on Asymmetric Partnership Formation 
 
It is almost impossible to develop all the potentially needed capabilities in-house. Converging 
technologies and industries make a clear trigger for partnering. There are multiple migration paths 
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and in the development phase it is very difficult to estimate what the structure of a specific 
industry will be in the near future – or even whether a specific industry will exist in the future. 
Industry boundaries are blurring and future development may take surprising directions. 
Companies prepare themselves to competition, which may arise from adjacent technological 
fields, and to new business logic what may not be possible to imagine today.  
 
…”Let’s say that there was some trust among the owners, but also quite a lot of mistrust. Banks compete against 
each other, data business battle enters banking, and banking gets into personal business…”(Business development 
manager, Technology Venture True) 
 
Due to the large firm risk-averseness, inertia in decision-making and the path-dependencies and 
technology trajectories the small technology firms are usually highly desired partners in the early 
life cycle (see 6.3.3.2 ) of new technologies and industries. 
 
“Our friend went to work for the Large ICT Company E where they realized that they cannot do this e- media 
business by themselves… Their customers started to demand this know-how, but they did not have it in-house. They 
needed someone to take care of this. He started to call his old friends… What is it you are actually doing? Could 
you do this for us?” (Managing director, Internet Technology Net) 
 
Standardization 
New industries produce new standards as markets evolve. Common standards enable the 
networks, machines and users to communicate with each other. Compatibility1 is crucial for the 
users (Teece 1998a). Compatibility may be reached through proprietary control or open standards. 
E.g. a widely used operating system invites many applications, and operating system sellers want 
to combine their efforts with most used applications. Standards are critical for the evolution of 
markets and the competitive position of companies (Prahalad 1998, 16). Multiple industry 
standards may exist only for some time, because of the high expenses and unstable situation 
(Prahalad 1998).  
 
Alliances, partnerships and looser industry cooperation are important and common tools in 
creating market-based industry standards. Shapiro and Varian (1999) label standard-based 
competition as standard wars. The thrive for an industry- or de facto standard is definitely one 
factor behind the speed competition. Standards are especially crucial in markets with strong 
network effects where customers value compatibility highly. E.g. a fax machine is not useful 
unless it can send and receive messages with business partners’ fax machines around the world. 
Related first-mover advantages have a major role in standardization. A standardized browser 
technology enabled Netscape to get its browser as a standard within the swiftly emerging 
commercial community of WWW users. As soon as a standard emerges, the network effects 
actually lock the users into this standard. Switching costs inhibit trying new emerging standards 
(unless the use of them is clearly higher than the costs of switching) and also the other potential 
competitors will be locked out of the competition (Cairncross 2001, 250).  
 
“We are focusing very much on mobility with our key technology “Zita.” This is software development technology 
for communicating anytime and anywhere…and we want to deliver this Zita technology free to everybody, because 
we want to create a standard of it. We think it is a very intelligent tool, much better than any others.” (Manager, 
Large ICT Company F) 

                                                 
1 Compatibility consists of standards and rules and rules that enable subsystems of products to work together without 
special modification (John et al. 1999, 81). 
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Expectation management on a large number of key customers and partners is a widely used tool 
in high technology marketing and also in standard creation1. Even competitors may build an 
alliance to develop and enforce a mutually useful standard. E.g. Philips and Sony cooperated to 
create the DVD standards, but compete in the DVD business (Prahalad 1998, 17). Similarly 
Microsoft and Netscape have reached agreements on standards where compatibility has been 
crucial for market growth (e.g. a standard for viewing 3D-images in the Internet or SET, the 
Secure Electronic Transactions standard). These cooperative actions usually take place outside 
the formal standardization organizations. Formal standardization (e.g. ETSI for European 
telecommunications) is slow, a standard may take up to 5 years and thus informal standards 
agreed by industry consortia’s, special interest groups e.g. Radiccio for wireless security and 
GMCIG2 for interoperability and Bluetooth have become more important. Some recent standards 
created by the ICT industry are e.g. the GSM and the more recent WAP (wireless-application-
protocol), which unites mobile phones to the Internet. 
 
Small firm founders must be able to convince that their design will become dominant. Small 
technology firms may utilize their large partners to push their technology towards dominant 
design and standardization. Large partners give credibility to the emerging new technology and 
small technology firms (see also Kotabe and Swan 1995).  
 
After some success in software games the Finnish Remedy Entertainment was asked to develop 3D-display control 
test software for the world’s second largest IT-publisher test laboratory manager. The test software was developed 
jointly with processor manufacturers and 3D manufacturers and it became a success diffusion of over 7 mill. free 
deliveries. At present it seems to have become the most used software in the IT-journals tests. At present the Remedy 
Entertainment has a very good chance to create a 3D-testing standard (summarized from a case story by Mattila, 
1999).  
 
The Remedy Entertainment was successful in getting a recognized large partner to deliver their 
software. They also had strong partners to develop the product. Free delivery gave their product a 
recognized brand name and a large installed base. These were probably the driving forces behind 
making their product a de facto standard. According to Shapiro and Varian’s (1999, 16) list of 
critical assets in standard creation the Remedy Entertainment seems to have had the ability to 
innovate, first-mover advantages, manufacturing abilities and control over an installed base of 
users. Shapiro and Varian (ibid) also list the Intellectual Property Rights and strength in 
complements as crucial assets.  
 
”We have the technology for this, which we let our partners to test and this way we try to create a standard. We 
have pilots with portals, operators and other partners going on. We try to make our technology a bit like Java, but 
time will tell, whether it will become one.” (Partner manager, Large ICT Company F) 
 
”If you have a patent, it is brilliant. This is actually what we have tried to do, that our semi-priority solution would 
have become a de facto standard, but unfortunately it is not so easy…It (not to make exclusive agreements) is a tight 
principle. We would tie our hands very tightly in some partner, if we made some exclusive agreements. When you 
think of what our product is, a middleware or infrastructure product. That means that it would have to be 
everywhere in principle, in order to make it a de facto standard we would have to get it allover. And if we made 
exclusive agreements, that would be like shooting oneself.” (Partner development manager, Technology Venture 
True) 

                                                 
1 Sun Microsystems has gathered allies and advertised their alliances in Java coalition in full-page advertisements 
(Shapiro and Varian 1999, 20). 
2 (GMCIG) Global Mobile Commerce Interoperability Group, which Mastercard and 120 other members. 
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The role of open and non-proprietary standards, such as TCP/IP and HTML for www-pages used 
in Internet has been given as the most important reason for the great success of Internet 
(Cairncross 2001, 77). The internet also creates an environment that substantially lowers the entry 
barriers for electronic commerce, in part because it adheres to non-proprietary standards based on 
the existing communications infrastructure. Also the GSM standard allowing cell phones to be 
used all over Europe has been identified as a critical success factor for the European 
communications industry. In a time of high technological change the players’ attempt to non-
exclusivity is understandable. In the fast-moving markets also Eisenhardt and Martin (2000, 
1112) have identified non-exclusivity as a managerial boundary rule.  
 
5.1.2 Global Network Economy  
 
According to Castells (in Himanen 2001, 166) the network society is a social structure made of 
information networks powered by the information technologies. In the information society or the 
knowledge-based economy the power lies in the information, which only communication may 
turn into valuable knowledge and subsequent profits. Therefore the role of efficient 
communications technologies and the related human networks is paramount. 
 
Information Networks 
Networks are prevalent for communications and information technology first as physical 
networks for telephone lines or cable TVs, then in mobile networks (GSM) and in networks of 
users for Internet services, e.g. AOL instant messenger or electronic auctions (Cairncross 2001, 
45). Focus on communication and information as well as subsequent knowledge can be seen in 
many areas of the information age or knowledge-based economies. In addition to physical 
networks also social networks are important for enhancing innovation by transmitting 
information and knowledge. Social networks may even determine a firm’s chance for survival by 
giving quick access to external resources and know-how (Castilla et al. 2000, 222). The 
developed communications networks enhance monitoring of emerging new innovations creating 
counter-effects for the later described first mover advantages. Fast and widely spread information 
increases the transparency of markets and increases global competition.  
 
For asymmetric technology partnerships this means that networks of different players compete 
against each others, not separate organizations as such. Thus partnerships with complementary 
core competencies become increasingly common. In order to leverage the power in social 
networks, trust and related social capital1 between different parties is needed. The ability to 
leverage diverse knowledge from non-redundant networks may be a key source for weak signals 
enabling early information. In order to gain a dominant position the players are seeking for a 
“hub” position in a network of complementary players. In efficient networks both positive and 
negative information travels fast. Dense networks also suppress the global competition, 
especially in emerging fields like mobile commerce, where the players learn to know each other 
fairly fast. Therefore the actors’ behavior and subsequent reputation become more transparent. 
For a partnering firm its reputation as a competent player and fair partner may become critical. 
 
 

                                                 
1 Social capital is “the features of social organization, such as trust, norms, and networks, that can improve the 
efficiency of society by facilitating co-ordinated actions” (Putnam 1993, 167). 
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Transparency  
Due to globalization and the infrastructure of developed communications the transparency of 
markets has highly increased, as buyers reach several alternative sellers and the market 
information flows more freely. The transparency of economic actors and the move towards 
“perfect markets” has also been called as “Nude Economy” (Cairncross 2001). This transparency 
increases the power of the buyer, both of a consumer and business customer, who may easily 
compare prices and suppliers through the Web. Transparency through dense global networks also 
suppresses global competition through the reputation effect. Information of e.g. a poor supplier or 
an unethical principal may be distributed almost in real time. Reputation becomes an important 
asset not only locally but also in global arenas. This “fishbowl effect” (Economist 2000b) 
exposes the firm’s management to the employees, external opportunities to the employees as well 
as the company “black box” to customers and suppliers connected with Extranets and supply 
chain management applications. In order to gain competitive advantage through cooperation, the 
arms-length cooperation is changing towards more intense cooperation where the parties need to 
expose themselves to the partner. Cooperative projects are managed in increasingly tight 
cooperation with both customers and partners and it is common that the suppliers have access to 
the principal’s premises. Supplier’s employees may mix with the principal’s employees so that 
people do not make a distinction anymore. Such a close cooperation demands an open mindset 
and has certainly implications for the appropriability of the core capabilities and the level of 
demanded inter-partner trust. 
 
Interconnectedness 
Interconnectedness has increased through globalization and technological development. Despite 
of the positive effects (large markets to be reached through the Internet) this may also have major 
risks. E.g. the OECD has set up a Futures Project on Emerging Systemic Risks due to increased 
interdependence. According to them (OECD, http://www.oecd.fr/sge/au/risks.htm 240601) 
interconnectedness and the transparency of the global trends seem to have an accelerating impact 
on the speed of technological change in the ICT industry. Information on new issues spreads very 
fast due to effective search engines and specialized information services and low cost 
communications. Ford (1998a) describes such market dynamics as “co-evolutionary” demanding 
flexibility, as innovations and emerging relationships in the network continuously change the 
context. 
 
Globalization 
In addition to strong technological development the liberalization and deregulation of markets 
have accelerated the global competition in the ICT sector. The increased competition has boosted 
innovation and cost-efficient services. Many successful OECD countries moved early to 
liberalize the ICT industry. E.g. in Finland the liberalization of competition and the low pricing 
of data and Internet services and more inexpensive mobile phones have been identified as major 
factors behind the breakthrough of mobile communications (Paija et al. 2001, 14). On the other 
hand, in those OECD countries where the pace of telecommunications market liberalization has 
been slow, the investments in the necessary infrastructure have been limited and the costs 
relatively higher. Worldwide deregulation of telecommunications has been notable, e.g. between 
1989 and 1999 the number of mobile operators increased from 35 to 94 (Paija et al. 2001, 18). 
 
Hamel (2000) argues that present globalization, de-regulation, technological development and 
availability of venture capital enhance new business models. He further believes that a synthesis 
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and combination of traditional “bricks-and-mortar” virtues (e.g. efficiency and replication) and 
innovative aspects of “dot coms” (self-organization, networks, innovation and speed) may be a 
key to competitiveness in the 2000’s. According to his prediction, this would mean an increase in 
asymmetric technology partnerships between innovative start-ups and large incumbents. 
 
5.1.3 Uncertainty and Complexity 
 
Uncertainty and complexity increase the need for flexibility, adaptability and speed, which may 
be leveraged through partnerships. 
 
Uncertainty 
Technological, market and regulatory uncertainty are they key factors in uncertainty. 
Technological uncertainties are caused by simultaneous developments of several technologies, 
the pace and complementarity of which are almost impossible to forecast due to several 
interdependencies1 and multiple factors impacting the techno-economic development. The 
convergence of industries, technologies and products increase the complexity and related 
uncertainty. In terms of the chaos theory, the changing landscape of the ICT industry networks 
has been characterized as a “dynamic fractal” where the whole image consists of countless little 
changes below the surface (Välimäki 2001). In the ICT industry the limits of the management’s 
“bounded rationality” is reached fast. Partnerships bring the highly needed flexibility and options 
for the emerging future (Young-Ybarra and Wiersema 1999, Scharmer 2000). 
 
Customer demand for new services i.e. diffusion patterns for new products and services is 
probably the greatest source for market uncertainty. New product versions might make older 
generations obsolete (for more see Elfvengren et al. 2001). Market uncertainty has increased the 
risks and costs of R&D. The prevailing market uncertainty may be one driver for the tentative 
nature of partnerships for value-add services. If the services and applications become popular 
also the partnerships will be deepened in order to explore new opportunities. Many of the value-
add services (weather forecasts, jokes, horoscopes, and news) are rather easy to imitate, thus the 
potential first-mover advantages and network effects play an important role. 
 
A third factor creating uncertainty for the ICT sector is the regulatory policies. Regulators at 
different countries are driven by different motives and the impact of politics may be notable. Due 
to varying government policy and uncertain politicians the bids for national 3G spectrum licenses 
created a major turmoil in the European markets. Large corporations may be able to impact on 
some of the regulatory officials through lobbying. Liberalization has opened the traditionally 
monopolistic competition to new entrants, also to small players. In good conditions the seemingly 
harmless young and agile players may get a key position in the emerging markets. Small firms 
may need a large firm’s lobbying power and knowledge in order to push through deregulation for 
their business goals.  
 
Complexity 
The simultaneous convergence of industries, technologies and equipment as well as the related 

                                                 
1 According to Teece et al. (1997) system level or architectural innovations often need new routines for task 
engineering and coordination. Productive systems may display high interdependencies and one level may not be 
changed without a change in another level. 
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demand for interoperability create complexity (Day and Schoemaker 2000), as do the 
simultaneous management of different technology generations (e.g. cellular technologies) and 
emerging new standards (Neuvo 2000). Simultaneous advancement of multiple technologies 
increases the ambiguity and complexity of the business environment. John et al. (1999, 80) note 
that monolithic products transform into decomposable systems with higher know-how intensity. 
Many of the ICT products are bundled together as systems, e.g. a personal computer, operating 
system and applications. The compatibility and interoperability of complex systems, services and 
products are crucial for emerging new industries. In addition, the know-how bases may be 
diffused widely across firms, industries, and users. The complexity and systemic nature of the 
services set a natural demand for partnerships with complementary suppliers. The lock-in effect 
may be managed through increased costs and e.g. dual sourcing commonly used among cellular 
phone manufacturers. The need for interoperability is especially high in the emerging industry 
infrastructure leading to coopetation (simultaneous cooperation and competition) between firms.  
 
5.2 Nature of Technological Knowledge 
 
In knowledge-based competition knowledge is a source for competitive advantage. The nature of 
technological knowledge and related innovations vary: innovations may be radical or 
incremental, systemic or autonomous, established or emerging. Technological knowledge may be 
dependent on related knowledge and technological advancements. Also the degree of 
appropriability varies. In the following subchapters the impact of these technological factors in 
asymmetric technology partnership formation is analyzed. 
 
5.2.1 Appropriability Regime 
 
Teece (1987) has combined the legal protectability of technological knowledge and the tacitness 
of the technology to the concept of appropriability regime. The appropriability regime is formed 
of 1) the nature of the technological knowledge (tacit or codified knowledge) and 2) the efficacy 
of legal mechanisms of protection (IPR, patents, copyrights and trade secrets). Appropriability is 
thus a function of both the ease of replication and the efficacy of intellectual property rights as a 
barrier to imitation (Teece et al. 1997, 526, see also 1987). 
 
Codified technology can be registered in specifications and manuals (industry standards and 
design rules) and it can be transferred more easily than the tacit, non-codified and e.g. not 
patentable knowledge embedded in the organization. According to Pavitt (1998) much of the 
technological knowledge is tacit and firm specific. Tacit knowledge is implicit and it may be even 
specific to certain teams or individuals (idiosyncratic). At the organizational level the tacit 
technological knowledge resides in an organization’s system and habits of coordinating and 
managing tasks i.e. organizational routines (see Teece 1995, 7). Much of the small software 
firms’ technology assets are in the tacit form of knowledge. This is the human capital and skills 
“that walks in the office in the morning and leaves the office in the evening.”  
 
Another dimension of the appropriability regime is the efficacy of legal mechanisms. The 
protectability of new products and processes under the intellectual property law is called 
intellectual property rights (IPR). Patents are used to hinder imitation, to create an image of a 
technological leader, to promote sales and to expand technology portfolio by licensing and cross 
licensing (Sarajuuri 1999). Tacit knowledge cannot usually be safeguarded by legal mechanisms, 
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e.g. patents. In general a telecommunications software patent is only possible as part of a 
technical solution (Sarajuuri 1999). If the small firm cannot protect its tacit knowledge with 
patents and copyrights, the capability to maintain and upgrade state-of-the-art knowledge define 
the dependency to the large partner. 
 
The tacit knowledge is very difficult and sometimes impossible to articulate and codify, which 
also means that technology transfer is difficult without the transfer of key individuals. Large 
firms are interested in small firms’ innovative capabilities and their key personnel possessing the 
valuable tacit knowledge. Also the pricing of technological know-how and firms with 
technological knowledge is difficult due to the tacitness and also because the value of 
technological knowledge is based on future expectations. Duyesters and Haagedorn (1998) also 
note that absorbing the technological knowledge is extremely difficult if the receiving company 
does not already have a sufficient knowledge in this field (see also Cohen and Levinthal 1990). 
The technology transfer creates a great managerial challenge, and partnership decisions should be 
considered with great care. Chesbrough and Teece (1996, 67-68) recommend organizing the 
innovation within the firm if the relevant technological information is tacit. 
 
The appropriability regime affects the choice of operation mode and the potential rent gained by 
the innovator. A strong appropriability regime i.e. tacit and hard-to-copy knowledge and/or an 
impenetrable patent give the innovator more time to launch the innovation. A strong 
appropriability regime makes a small firm also an interesting and potential partner for its large 
counterpart. The holder of a patent has a strong bargaining position and may be able to trade the 
innovation for a good price.  
 
Some entrepreneurs had an excellent idea for a GSM value-add-service. The entrepreneurs were early in the 
business and were able to patent a complementary electronic tool (and were thus able to create strong 
appropriability). The patent attracted partners and the entrepreneurs sold a license for a good price (Case described 
from a project manager of a small telecommunications firm). 
 
When the appropriability regime is weak, a fast access to complementary assets is critical. 
Subsequently the innovator must try to attract partners with complementary resources rapidly. 
However, the pricing and contracting may be problematic, since the innovator (the small firm) 
has clearly a weaker position. If the appropriability regime is strong1 i.e. the technological 
knowledge is tacit, hard to imitate and enjoys legal protection, the innovator has time to build up 
the necessary resources to utilize his innovation. 
 
5.2.2 Systemic vs. Autonomous Innovations  
 
Many innovations are often a part of a larger system of symbiotic components. Teece (1998a, 61) 
argues that with increasing complexity the products are rarely stand-alone systems but 
“components of broader systems or architectures.” Thus a product’s or service’s evolutionary 
path depends on changes in other systems. Many innovations can also be composed of core and 
peripherical systems, e.g. most micro-electronic devices are sold as components of more complex 
systems. Aldrich (1999, 314) explains the World Wide Web as an example of a core and 

                                                 
1 Also Aldrich (1999, 236-237) notes that ”populations with imitable innovations are more likely to generate 
collective action that populations with innovations that are difficult to imitate…under conditions of inimitability the 
firm-centered actions are likely to increase.” 
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peripherical subsystems. In the ICT sector the software is often systemic, i.e. the customer is 
offered a systemic product consisting of different layers and components, often supplied by 
several specialized suppliers. Small software firms’ products are usually part of a systemic 
telecommunications offering. 
 
“In telecommunications it is very difficult to grow without a large partner. If you have a generic product you may 
sell directly to the end-user. But usually the telecommunications business is systemic and you cannot do that without 
partners.” (Telecommunications industry expert) 
 
Teece (1992, 13-14) discusses system interdependencies when technological products are linked 
to other technologies and products tightly. In order to be competitive with complex products of 
systemic characteristic an array of know-how and technologies is needed. A firm may try to carry 
all specialized activities internally, but few are able to obtain leading-edge positions 
competitively in all relevant areas. These significant challenges and costs may then be attempted 
to overcome via partnerships (see Mitchell and Singh 1995).  
 
”Zeta’s competitive edge is in managing the e-business services. Actually it is the bulldozer-effect (being ahead of 
others and showing the road). But of course we have some productized services, but we cannot sell them separately 
through the Internet or CDs. We always need customer knowledge. We need a partner here anyway… Yes, our 
service is part of the system.” (Managing director, Small Software Company Zeta) 
 
“To develop telecommunications technology cost tens of millions or hundreds of millions of FIM. E.g. GSM, if we 
developed it now, it would cost a billion FIM. This is impossible for small firms!” (Telecommunications industry 
expert) 
 
According to Teece (1995, 22) systemic innovation requires significant readjustment to other 
parts of the system. In systemic innovations the information flow becomes a challenge as 
information sharing and coordinated adjustment are needed throughout the product system. 
Contrary to autonomous innovation, a systemic innovation like electronic funds transfer cannot 
be introduced without other components or items of the system. Simultaneous development of 
various subsystems requires also development efforts being closely paced and complex 
coordination among the various subsystems. In product development projects these subsystems 
may be poorly specified and in a state of great flux (see the illustration of systemic product 
development and the roles of asymmetric parties in Figure 39). 
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Figure 39. Illustration of a Systemic Product  
 
A partnership between small and large technology firms to develop an electronic in-car-parking 
meter with smart card failed partly because of problems due to systemic technology. The intended 
product offering was a package of a software system, clearing system, smart card and the in-car-
parking meter (equipment and software). The border and interface in the partner’s software 
development was not clear. In addition the partners lacked mutual trust resulting in poor 
communication and hidden agendas (case Mikrokit, Blomqvist 1996). The systemic nature and 
combination of diverse capabilities is typical to e-business projects as well. The front end (visual 
image, user interface), processes and back-end systems all require somewhat different 
capabilities: 
 
”It is about how to define interfaces... It is important to have some way to control… We have certain procedures, 
processes ourselves that we have aligned with our key customer processes when we adapt our manufacturing with 
theirs. A small firm may do it in a similar way. It is most important that when we make these check points, we have 
done what has been agreed on and that can be shown…Web projects cause anxiety among our experts. They cannot 
control and manage these, and our people are very proud of their expertise. They get into a situation where they 
cannot manage the situation anymore. Project time schedules do not work… If the processes were managed, this 
could be partly avoided… I think that in these e-business projects every partner has been doing its own thing and 
not solving the project as a whole. This has been part of the problem, which needs to be understood… Partners need 
to agree on how to cooperate.” (Manager, Large ICT Company D) 
 
Because of these system interdependencies, technology partnership formation and management 
are complex and demands close interaction, information sharing and agreement on partners’ roles 
and tasks. The complexity of systemic development would call for hierarchy, i.e. operating 
internally within the firm or buying the other party to the hierarchy. Yet the need for diverse 
technological knowledge and capabilities calls for cooperation with a partner (see Figure 40).  
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partnership hierarchy

Complexity of a developed system

Need for diverse knowledge and capabilities  
Figure 40. Contradictory Forces in the Development of Complex Systems 
 
It seems, however, that despite of the technological complexity, the steeply risen costs of R & D 
and the multidisciplinary technologies in systemic product development drive firms to establish 
partnerships. Small firms supplying a special part of a system cannot sell their component 
directly to the end-customer preferring to deal with system suppliers. For a large firm the small 
suppliers value-add services act like spear-edge products leading to customer interest and 
satisfaction. 
 
5.2.3 Established vs. Emerging Technology and Industry Life Cycles 
 
Large and small technology-based firms’ motivation to partner with each other differs depending 
on the evolution of technology and industry. The development of a new emerging technology and 
related industry are often but not necessarily closely related. A new emerging technology without 
a related industry or a new industry without emerging new technologies (rarely, e.g. when two 
established technologies converging enhance a new industry development) may also exist. 
 
It can be argued that disruptive technologies increase the large firms’ propensity to establish 
asymmetric technology partnerships. Christensen (1997) explains how the “nature of 
organizations” drives large firms to pursue sustaining technologies, which they improve for the 
needs of existing customers (for more, see the chapter on asymmetry and 5.3.2). Large firms 
supplying sustainable technologies are eager to establish asymmetric technology partnerships in 
order to learn of the new, potentially disruptive technologies. Day and Schoemaker (2000, viii) 
illustrate how an emerging1 (new) knowledge evolves. At the discovery phase, the technological 
discontinuity is active and independent streams of know-how create new opportunities. In the 
probing and learning phase scientific research will turn to technical development, and viable 
applications and concepts emerge. At the committing phase the intensity of technical development 
becomes less as the dominant design2 and industry structure emerges. At the final, competing 
phase, the intensity of commercialization grows as competition increases through new entrants. 
Also first mover advantages may be enjoyed and there might be some early triggers of industry 
shakeout (Day and Schoemaker 2000, viii).  
 
”Today the field has extended horizontally a thousand times and may be also thousand times in-depth. And the 

                                                 
1 Emerging technologies are science-based innovations that have the potential to create a new industry or transform 
an existing one. They involve both radical innovations e.g. digital photography and evolutionary technologies formed 
by convergence of radical innovations e.g. electronic banking and the Internet (Day and Schoemaker 2000, 2). 
2 A new product or service desing becomes a dominant design, when it commands broad allegiance of the market, so 
that competitors are forced to adopt it if they want to participate (Day and Schoemaker 2000, 29). Dominant design 
is an agreed-upon architecture and set of components consituting a product or service (Aldrich 1999, 235).  
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resolution is ten times … one cannot understand very much. We have plenty of knowledge and more is invented all 
the time.” (Vendor manager, Large ICT Company B) 
 
In Table 8 below Day and Schoemaker (2000, 4-5) contrast emerging and established 
technologies. Emerging technologies are characterized with an uncertain science base, emerging 
architecture or standards and still partly unknown benefits. The value network and related 
regulation are only emerging. Customer behavior is difficult to predict and the industry structure 
is embryonic, involving new rivals and emerging rules of the game. 
 
Table 8. Contrasting Emerging and Established Technologies 
 
 Established Emerging 

Technology 
• Science basis and applications 
• Architecture or standards 
• Functions or benefits 

 
Established 
Evolutionary 
Evolutionary 

 
Uncertain 
Emergent 
Unknown 

Infrastructure 
• Value network of suppliers, channels 
• Regulation/standards 
 

 
Established 
Established 

 
Formative 
Emergent 

Market/Customers 
• Usage patterns/behavior 
• Market knowledge 

 
Well-defined 
Thorough 

 
Formative 
Speculative 

Industry 
• Structure 
• Rivals 
• Rules of the game 

 
Established 
Well-known 
Known 

 
Embryonic 
New players 
Emergent 

 
Christensen (1998) has a related, yet a little different viewpoint on the nature of emerging and 
potentially disruptive technologies causing technological discontinuities. By discontinuity1 can be 
understood something that has a profound effect on how things have proceeded until a disruption 
of the route to the estimated future. Christensen argues that 1) incumbent companies’ decision-
making is related to dependence on external resources (customers, investors). 2) first-mover 
advantage of emerging markets favors those investing in initially small markets. 3) emerging new 
markets cannot be analyzed exactly and formally as managers in the incumbent firms are used to 
doing, and 4) the pace of technological progress outpaces the rate of performance improvement of 
mainstream customer demand, creating seemingly inefficient emerging technologies competent 
with the existing more powerful technologies. 
 
“Actually the whole market is in such a situation that it is not the firms that compete but technologies. Actually it is 
not even the technologies but the business models that compete. How each party will make money of this, what 
technology enables that and who will sell that technology? This is the structure. There are no de facto standards yet 
in the mobile area…. The M-Commerce concept did not exist when we entered the markets. We have actually been 
creating the concept.” (Partner development manager, Technology Venture True) 
 
The high uncertainty and related risks with emerging technologies as well as the small initial size 
of the market makes the incumbent firm participation very difficult. The logic of large firm 
operation is built to large-scale markets with a sufficient profit level to support the large 
organization and the related costs. Large firms and the decision-makers they depend on (investors 

                                                 
1 Prahalad (1998) has identified eight discontinuities effecting the competitiveness and demands for competencies. 
They are globalization, deregulation, volatility, convergence, indeterminate industry boundaries, standards, 
disintermediation and eco-sensitivity. 
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and analysts) are by nature too inefficient to compete on small markets with low or non-existing 
margins. Large firms participating in emerging technologies need to build new organizational 
forms either within the hierarchy (ventures with small firm logic) or leverage asymmetric 
technology partnerships. 
 
”We partner with other firms in order to get capacity and flexibility for our operations. If there is demand for some 
new area, the future of which is still unclear, we build certain core capabilities for ourselves and complement those 
with smaller islands, with smaller players. Our major customers consider their partnership with us rather 
similarly.” (Director, Large ICT Company D) 
 
New technologies embodying a new paradigm are threatening to existing skills and capabilities 
(Teece 1995). Sony’s Walkman and Kodak’s digital imaging are examples of technological 
discontinuity, which have set new product types and extensive customer value. From the 
telecommunications sector the PC’s and more recently the Internet and Netscape’s browser are 
also often-cited examples of present dominant design paradigms causing technological 
discontinuities. Products and services with notable improvement may be competence destroying 
and create technological discontinuities. However, the improvement may not be technologically 
superior, notable customer benefits are more critical. In the near future the PDAs (personal digital 
assistants) may threat the sales of personal computers, and possibly the WLAN (wireless local 
area networks) technologies may conquer the emerging UMTS markets. The critical mass 
reached in a short time may deliver Bluetooth as a disruptive technology over cables and 
potentially also over other wireless LAN technologies (IEEE 802.11 standard). Distributed 
computing may hurt server-hardware manufacturers like Hewlett-Packard and impact on software 
architectures and installments (Red Herring 2000, 95).  
 
Small firms should be aware of their relative knowledge in comparison to others. It is clear that 
when the relative uniqueness of the emerging knowledge and competence matures, it may 
become accessible from other sources and thus decrease the small firm’s importance for the large 
partner. The need for small firms to deliver state-of-the-art technological knowledge is illustrated 
in minicase 1 on Maturing Technology and the Small Firm’s Decreasing Importance (see 
Appendix VII). 
 
Also the closely related industry life cycle has an impact on the mode of organizing and 
propensity to establish asymmetric technology partnerships. Volatility is expected to be especially 
high in the early and in the terminal phase of an industry (Casson 1995a). Small firms are more 
competitive at the pre-paradigmatic stage, when various designs compete with each other and 
standards have not emerged. In the pre-paradigmatic stage (or “era of fermentation”) when the 
designs are fluid, firms compete with different designs and large firms are interested to follow 
new technology development through the technology options provided by small innovative firms 
specialized in alternative technologies.  
 
In the emerging new industries like e.g. content, small technology firms have a more powerful 
position in forming partnerships with large and established firms. Small firms are often more 
flexible and fast to incorporate new tools, technologies, skills and methods needed in new 
businesses. Small firms are more powerful in emerging new industries where large firms are not 
willing to take risks to invest early enough1.  

                                                 
1 This is due to the organizational inertia and inability to make fast and risky decisions. Large firm decision-making 
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Also the stage of the present ICT sector and related e-business can be seen as “emerging 
industries.” In the beginning, new industry players are learning through trial and error. The thrive 
for first-mover advantages may lead to hasty applications and business models. Along the 
development the incumbents are setting increasingly high demands for the small partner’s ability 
to scale up its capacity and capabilities.  
 
”In the emerging markets it may be that in the early phase everyone has a chance. But the further we go, then you 
see who has been able to do well and who has not. It might be the most significant change that I have seen. The other 
one is of course that partnering targets change or new ones emerge along the new aspects in the industry. If you 
have some partnering going on with your alliance partner, it might well be that those are no more viable in 5 year’s 
time. There are these two trends: you start to see which are the right and good partners, and the second: transitions 
due to external trends. And who knows, if we get the new technology, what will it be then, what kind of new partners 
then emerge.” (Director, Large ICT Company A) 
 
The partner’s ability to supply state-of-the art technological knowledge is critical. This may partly 
explain the “tentativeness” of small partners to large firms. It is fairly difficult for incumbents to 
foresee which small partners are able to grow and scale their operations up in line with the 
industry growth. It is also difficult to foresee which partner capabilities are needed along the fast 
changing industry. However, also updated capabilities and knowledge may become suddenly 
obsolete as new (disruptive) technologies emerge or industries transform and new and different 
complementary skills and knowledge are needed. 
 
“In the case of some core technology supplier, it is critical that they are able to follow the technological development 
or we need to look for someone else. Or then there might come some quite new technologies…then also. It is also of 
course so that the old partner needs to understand this dynamics, it has to try to develop itself along. Because it does 
not mean that these partners are changed because we would like to change them, but because we need to change 
them, if the partner has not been able to keep up.” (Director, Large ICT Company A) 
 
Industry dynamics affect asymmetric partnering intensity, and the industry growth sets also 
imperatives for partner selection and management. In times of high growth the ability to scale 
capacity and capabilities fast is critical. Probably the large firm’s criteria for partner selection 
tighten when they face the need to compete on growing markets at the global scale. From the 
large firm’s point of view a portfolio of small technology partners serves as technology options or 
an ecosystem, where the strongest survive and grow together with the large partner. 
 
”This industry is in strong growth, which may mean that those partnering or collaborating firms that have been able 
to grow have started to distinct themselves from those that have not.” (Director, Large ICT Company A) 
 
“I met this large global operator’s representative at a fair last February. The mobile markets were only emerging. 
There were very few solutions and customers then. They wanted to test our value-add service, gain competence and 
name and we had the service available. In June we made an agreement, started evaluation, pilot and 
production…They wanted to have a project, now they want a ready-made product…Now their concept has widened, 
there are many more terminals (phone, PDAs…), there are much more applications (voicemail, SMS mail...). Now 
they want open interfaces and have it as a part of the normal business platform. It needs to be easy and have a good 
interface…” (Business development manager, Small Software Firm Mobility) 
 
When the industry matures, the speed of change slows down. The new technological knowledge, 
methods and tools (e.g. computer software development like Java and Jini, or PDA operating 
systems like EPOC and CE) will be more widely used and known. A new industrial paradigm 

                                                                                                                                                        
is often consensus-oriented and professional managers risk-averse (for more, see the chapter on Asymmetry). 
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with appropriate standards and tools will emerge. Then it will be harder to build competitive edge 
from special technological know-how, but scope and scale will play bigger role. In order to 
acquire the necessary knowledge the incumbent firms are building up their internal resources, but 
also acquisitions and mergers become more common. The industry is going through a 
consolidation development and there will be fewer but more dominant players in the market place 
(see Figure 41). 

small firms
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Number of
firms

t
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emerging
industry
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Figure 41. Asymmetric Firms in the Industry Life Cycle 
 
Small technology firms’ need for strong partners grows as the technology matures towards a 
dominant design. The large firm’s manufacturing and marketing capabilities become valuable 
when scale, price and more industrial products (systemic concepts, re-engineering) are needed. 
From the large firm’s viewpoint small technology firms may be relatively more powerful and 
desired as partners in the early stages of development, when they may possess technological 
advantages over the established firms (see Dodgson 1994). However, at this early stage 
(especially if there is highly growing demand at a growing market) poorer quality may satisfy the 
eager partners and customers. In the emerging industry phase the large partners may be path-
dependent and risk-averse. Small firms are sought after most in the intense growth phase when 
incumbents are trying to differentiate themselves in the harsh competition. In the final 
consolidation phase there will be fewer, yet more powerful players via mergers and acquisitions. 
The number of small and large firms will decrease through consolidation (see also Nelson 1991). 
 
5.2.4 Radical vs. Incremental Innovations 
 
Innovations can be divided into radical and incremental innovations (Abernathy and Clark 1985, 
Henderson and Clark 1990). Freeman and Perez (1988, 45-46) differentiate between incremental 
innovations, radical innovations, changes of technology system and changes of techno-economic 
paradigm. Radical innovations usually result from basic research, whereas incremental 
innovations may occur more or less continuously through learning by doing and using. 
Incremental innovations are usually refinements for existing products or processes. According to 
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Schumpeter’s (1934) classic theory on innovation the radical innovations and related 
technological discontinuities generate creative destruction among existing structures and 
incumbent players. The overall change impact of radical innovations on the existing industry and 
markets is usually major. However, the lead-time for profit of radical innovations is usually 
longer than that of incremental innovations. Because of this and the related needs for structural 
changes the radical innovations rarely yield rent for the original innovators often coming from 
small firms. According to Christensen (1997) the “laws of organizational nature” define what a 
company can and cannot do. The more successful (efficient, effective and stable) the incumbent 
large firm’s core business is, the more aligned are the related strategy, capabilities, structure and 
culture, also supported by well-established processes and routines. Also Teece et al. (1997, 520) 
note that the frequent failure of incumbents in introducing new technologies should be seen as a 
mismatch between the set of organizational processes and routines needed to support the existing 
business and the requirements for the new business. 
 
Huttunen et al. (2001), and originally Kyläheiko (1995) also divide innovations into incremental 
and radical innovations. They further divide the incremental innovations to regular and niche 
innovations (together incremental) and revolutionary and architectural (together radical) 
innovations. Regular innovations are based on recombination and slight modifications of the old 
organizational and technological capabilities on the existing markets. Niché creation innovations 
are based on old capabilities applied on new markets. Revolutionary innovations are based on 
new capabilities applied on old markets and architectural innovations1 are based on new 
capabilities and new markets (Huttunen et al. 2001, 10). Also according to their view, based on 
the dynamic capability approach, the incremental innovations enhance the firm’s capabilities, 
whereas the radical innovations are capability destroying.  
 
In the following Figure 42 the previous conceptualizations are combined to one “innovation 
hierarchy typology” where the incremental innovations illustrate the innovations with lower 
change impact, and those which affect the techno-economic paradigm having the greatest change 
impact. In the following Figure 43 the relative strengths of small and large technology firms and 
the probability of asymmetric technology partnerships is illustrated. 
 

                                                 
1 Different researchers have different notions for the terms. Henderson and Clark (1990) view architectural 
innovation as the reconfiguration of an established system linking the existing components in a new way. Teece 
(1998, 61) argues that… “Innovation at the architectural level is more demanding and takes place with less 
frequency than at the component level, but has greater impact.” 
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Figure 42. Innovation Hierarchy Typology Displaying the Novelty and Impact of the 

Innovation 
 
SMS (short message sending) communication has had a major impact on user communication 
patterns and setting the scene for mobile services built on the SMS platform, subsequent WAP 
services as well as in increasing operators’ income. The growth in SMS services has been 30 % 
p.a. and ¾ of the operator subscribers in Finland use SMS for an average of 25 messages per 
month. SMS could be characterized as consisting of revolutionary innovation (the SMS platform 
and related Internet technologies) close to causing a change in the technology system. WAP 
applications again could be seen only as incremental innovations of a regular type, building on 
the existing SMS platform.  
 
The Internet may be classified as a radical innovation of architectural type. The related graphical 
browser may be seen as a radical innovation of the revolutionary type. Together these closely 
related innovations have changed the techno-economic paradigm towards a “Network Society” or 
“New Economy.” The Internet and mobile communications together have an additional potential 
to change the techno-economic paradigm by distancing time and place (anytime, anyplace) and 
enabling increasingly efficient communication both in business and social networks.  
 
Palmberg et al. (1999) note that in practice it is difficult to classify different innovations. They 
may have a technological base in radical innovation yet the service-level improvement may be 
only incremental or vice versa. Or the service-level improvement may be major, yet there is little 
radical innovation. Wireless ASP1-services, e.g. office applications or enterprise resource 
planning software hired, maintained and upgraded by a service provider may be part of the new 
techno-economic paradigm, yet the services as such do not yield any radical change.  

                                                 
1 ASP, Application Service Provider, a company specialized in servicing others through hired software, e.g. desktop 
software or enterprise resource planning applications like human resource software.  
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Figure 43. Asymmetric Firms and Partnerships in the Innovation Hierarchy 

Typology 
 
According to this typology it is natural that the incumbent players are strong in incremental 
innovations of the regular type because of their accumulated knowledge base, technological 
trajectories as well as the path dependent and “sticky” nature of knowledge. Because of the 
limited resources the small players cannot compete with the incumbent players on the existing 
markets. Small firms may be relatively more competitive with incremental innovations of the 
niché type, e.g. in providing value-add software applications demanding special knowledge on 
verticals. 
 
Both the small players and the incumbent large firms offer SMS and WAP platforms, related 
technologies (e.g. SMS gateways) and value-add services. In the early phase the small firms were 
stronger, but the incumbent firms have taken a leap in developing interoperable multimedia 
platforms with complementary services and applications (e.g. security and mobile pay). Usually 
the companies providing ASP or wireless services are rather large due to the needed 
infrastructure and credibility for delivering the critical services. Small firms provide service 
implementation and some specific value-add application software in the ASP markets. 
 
Small firms have a role both in radical and incremental innovation. Innovations of more radical 
nature may emerge from combinations of distinct technologies or industries (Day and Shoemaker 
2000) where the small firm founders have gained competence and knowledge before establishing 
an enterprise. Also the frustrated large firm innovators not able to realize their vision with 
emerging technologies are apt to establish start-ups (Casson 1995a). Reaping the rents from 
radical innovations takes usually longer due to related structural changes (e.g. architectural 
innovations) and the innovators rarely benefit from them. Large partners are needed if the 
innovation is architectural, i.e. profound changes at a system level are needed. Large firms are 
rarely strong in developing radical innovations because the “organizational laws” described by 
Christensen (1997) enhance incremental innovations for existing markets and customers. Thus 
large firms may be relatively stronger in incremental innovations of the regular type. Small firms 
are relatively strongest in radical innovations for niches.  
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Large firms’ market power and resources are needed the more the greater the impact of the 
innovation is at the system level or in the techno-economic paradigm. Asymmetric partnerships 
are most probable in radical innovations of the architectural type, where neither small nor large 
firms are strong on their own. 
 
5.2.5 Technology-Based Interdependencies  
 
Teece (1992) notes that very few technology-based firms can operate successfully alone due to 
technology based interdependencies. Particular technologies stand seldom alone, but are 
connected both to prior developments and to complementary or facilitating advances in relating 
technologies1. Simultaneous advancement of multiple technologies increases also ambiguity and 
complexity within related industries.  
 
A single firm's ability to participate in certain technology or service development thus depends 
not only on its own specific skills and know-how, but also of related technologies and those of 
the earlier product-generation. This dependency and need for complementary technologies is 
relevant both for small and large firms. Technology-based interdependencies increase the need 
for partnerships for complementary advances in either prior technological developments or 
related technologies. In order for the wireless e-business applications and service concepts to 
proliferate, the security technology enabling secure wireless commerce, i.e. encryption and digital 
signature, is needed. Also e.g. the WAP-services are dependent on the development and 
availability of the mobile phones enabling wireless-application-protocol2 and the availability of 
broadband3 networks delivering the WAP-services with acceptable speed.  
 
The demand for interoperability increases both the complexity and the need for cooperation also 
among competitors (Neuvo 2000). The interoperability of various technologies e.g. at the 
infrastructure level is crucial. The competitors at the emerging new market have to cooperate in 
order to create the new market, e.g. infrastructure for the mobile commerce.  
 
”Our partner has account team thinking. Our partner has one team for our competitor and one team for us. And a 
Chinese wall between. Therefore we just need to trust them and build personal relationships to those people that 
work there. Of course we also have strong contracts with them, which they cannot go and tell to those working with 
our competitor. But on the other hand, we also discuss with this competitor B in order to make our products inter-
operable. In a way all the players understand this. Everybody would like to make a proprietary solution, meaning 
that the world is only mine, it would be a closed garden model. It does not work and it is for everyone’s good to get 
this market up. Why to take a smaller share of the cake if you can multiply it. Your relative share of the cake 
remains, but the absolute share of the cake increases.” (Partner development manager, Technology Venture True) 
 
5.3 The Nature of the Technology-Based Firm 
 
In the following subchapters the nature of the technology-based firm on the basis of technological 

                                                 
1 GPRS, the general-packaging-radio-signal, enables faster data transfer in GSM networks. The faster (and cheaper) 
data transfer in GSM networks enables better Internet services in mobile phones and other terminals (Vihma 1999 c, 
27). 
2 Strategy analysts report that 95 % of mobile devices in Europe and the USA will be WAP enabled by 2004 
(Financial Times, 26.10.99). 
3 In the near future (before 2006) the wired broadband access (ATM) and wireless access (UMTS) are believed to 
enable cost-effective services (Martikainen, 2000). 
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knowledge and its implications for asymmetric technology partnership formation is analyzed. In 
the review for a theoretical framework the resource-based view of the firm (3.2.2) and the 
dynamic capability view of the firm (3.2.3) were discussed. Here the aim is to discuss the specific 
issues related to asymmetric technology partnership formation, i.e. the nature of core 
competencies and need for complementary capabilities.  
 
5.3.1 Focus on Core Competencies and Need for Complementary Resources 
 
Prahalad and Hamel (1990, 82) define core competence as “the collective learning in the 
organization, especially how to co-ordinate diverse production skills and integrate multiple 
streams of technologies.” Teece (cited in Fransman 1998, 181) defines “core competence as a set 
of differentiated skills, complementary assets, and routines that provide the basis for a firm’s 
competitive capacities and sustainable advantage in a particular business.” Prahalad (1998, 18) 
sees core competencies as a combination of 1) multiple technologies, both hard and soft, 2) 
collective learning and 3) capacity to share across business and geographical boundaries. As a 
summary of the above definitions the organizational core competence could be characterized as a 
collective capability to learn, coordinate and share assets, skills and technologies. 
 
Sufficient organizational capabilities to create competitive advantage must exist, or the need for 
complementary resources calls for partnerships with actors possessing such resources. According 
to Teece (1987) these complementary resources may be services, such as marketing, distribution, 
manufacturing, education or after-sales support. They may also include such know-how as market 
localization, industry application and tailoring. The interdisciplinary nature of the present 
technologies also calls for complementary technological knowledge. E.g. mobile phone 
manufacturers need increasingly specialized software know-how. 
 
In theory large and resourceful firms could have the necessary capabilities in-house, but in many 
fields of rapid technological change firms seldom possess all these capabilities. Also the global 
competition demands leading-edge knowledge demanding high specialization of each player. A 
novel technological innovation may have applications in many areas, and industry or market-
related know-how (e.g. industry-related knowledge of vertical customer segments) is needed to 
complement the technological know-how. It is often that the small partner has made a 
technological innovation, which needs industry-related know-how and tailoring to become a 
salable product. Sometimes also large firms lack e.g. specific market know-how, and small 
partners may help them to localize their technology products. 
 
The complementary resources may be generic, specialized or co-specialized with bilateral 
dependence (Teece 1998a). Generic skills are usually widely available and arms-length 
relationships, i.e. contracts are sufficient. If the required complementary assets are specialized or 
co-specialized (e.g. distribution channels or specialized manufacturing or marketing) there are 
usually only few potential partners available. Then close collaboration and partnerships may be 
considered, but also careful consideration on the control and risks (e.g. relationship-specific-
investments) is needed. If there are only a small number of technology suppliers on the highly 
competing and growing new markets, acquisitions may offer a means to control the 
complementary knowledge. Acquisitions offer direct and hierarchical control over the resources, 
but they may also hinder learning and further innovation. 
. 
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”Markets are quite underdeveloped… You don’t’ have any middle-size suppliers in this field (digital media) you, 
which you could trust to do your project, there are not many…. I don’t think (partnership without equity) works. 
Because there are so many uncertainties…” (Managing director, Small Software Company Zeta) 
 
”Our large partner has partnerships with 4-5 new media companies at the moment. And they are ending all, each of 
them. Because nothing comes out of them… It has been impossible to control those partnerships. Of course the 
question is whether you need to control. In this business the situation is such that everybody is after these 
companies, these people, people are changing jobs… You get no stability and you have very large customer secrets, 
major commitment.” (Managing director, Small Software Company Zeta) 
 
”We operate very much customer-driven…if we want to get some major new global customer. If there is some new 
company already operating with this potential customer, we may try to cooperate with this new company; projects, 
deliveries for these potential customers and see how it works. If it turns out to be fruitful and sensible, we may buy 
this partner. Acquisition is made from our point of departure. It may be done for capacity, complementary 
knowledge or get a lacking part of the value chain.” (Director, Large ICT Company D) 
 
Sometimes technology partnerships may be used as tools to extend the product palette with 
complementary products1. Ford et al. (1998, 260) talk of a “technology bundle” where a 
technology is combined with one or more technologies of the buyer, who transfers and/or 
transforms an offering for a buyer elsewhere in the network. System integrators specialize in 
selling complete systems. They package suppliers' products and add their own know-how to solve 
customer's IT needs. In order to do this they need to build and manage a number of partnerships. 
E.g. Bell (1995) found in his empirical research close relationships between Finnish software 
suppliers and computer manufacturers as well as software suppliers and system integrators. In IT 
and telecommunications the value-add-services have been the fastest growing area and an 
important source of competitiveness2. However, many incumbent firms like IT integrators stress 
their customer orientation and subsequently see their role more like “integrators” and 
“consultants” responding to customer problems and preferences rather than committing to 
partners. 
 
“We do not want to acquire competencies…one reason for that is that we cannot commit to anything else than our 
own part of the projects, our customers determine which suppliers they choose.” (Manager, Large ICT Company D) 
 
Small technology firms with “spear-edge” products complementing the large firm’s offering or 
enabling growth to new areas demanding new capabilities are seen as desired partners.  
 
“If we think how the world has changed, these new media companies have had some consulting know-how and have 
been able to open the doors for us. They have acted as a spear-edge (for e-business). Now we need to think if we 
want to join this e-business game and how. Is it profitable, will we partner with these door-openers or what.” 
(Manager, Large ICT Company D) 
 
“We have not made very many acquisitions…Maybe these acquisitions have been more like competence technology 
acquisitions. That is, when we want to go to some new area.” (Director, Large ICT Company A) 
 

                                                 
1 Global players in IT and computer technology e.g. IBM, HP and ICL all have their application partner programs. 
These programs attempt to attract software suppliers to design applications, which could act as "spear-edge" products 
when marketing to final customers. Software integrated to a certain platform is useless without that platform and a 
platform without interesting applications does not sell as well as it could otherwise.  
2 “HPY cityphone concept” offers Portable Phone Pages (any information from Internet to mobile phone screen) and 
Cell Broadcast (adds, special offers and e.g. bus time-tables, jokes etc.)... Competition is so harsh that HPY has 
established a user-club and is ready to commercialize users’ value-add-service ideas (Könönen 1998, 8). 
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In the following typology Figure 44 the impact of the nature of complementary resources, number 
of players on dependence, commitment and preferred governance structure is depicted:  
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Figure 44. Typology of the Nature of Complementary Resources, Number of Players 

on Dependence, Commitment and Preferred Governance Structure 
 
Complementary resources of generic nature may be purchased from the market and require little 
or no commitment. Specialized resources are not widely available and a partnership may be 
preferred. Co-specialized resources create mutual dependency and commitment. Large firms’ 
may prefer to acquire the specialized complementary resources close to their core competence 
due to strong dependency and resulting vulnerability. For a small firm an acquisition may not be 
possible but they may become acquired. In order to establish asymmetric technology partnerships 
the small firms should focus on niche areas too difficult, special or limited to interest the large 
partner. If the small firm begins to compete “head-on” it will not be seen as a partner anymore. It 
is not believable that large firms commit themselves to a specific complementary partner, unless 
its products and know-how are specialized or almost unique. If the relationship is based on co-
specialized complementarities, the power-balance is more equal resulting in mutual dependence, 
which may counterbalance the need for trust as a governance mechanism. 
 
5.3.2  Need for Dynamic Capabilities and the Role of Path Dependency 
 
The researchers’ focus has shifted from the resource-based view of the company to the dynamic 
capability view, emphasizing the dynamic needs of a company to learn and develop its core 
competence in the rapidly changing environment. Dynamic capabilities help in “appropriately 
adapting, integrating, and re-configurating internal and external organizational skills, resources 
and functional competencies toward changing environment” (Teece and Pisano 1994, 537). In 
this thesis the dynamic capabilities are defined as by Teece et al. (1997, 18), “the capacity of a 
firm to renew, augment, and adapt its core competencies over time.” Teece (1998, 201) has 
further characterized dynamic capabilities as “coordinative management processes, which enable 
inter-organizational learning. Capabilities distinct a firm from another and create competitive 
advantage.” Metcalfe and James (2000, 35) note that firms do not develop their capabilities 
solely through isolated efforts but interaction with customers, suppliers and other knowledge 
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creating institutions is critical. Also the capability for interaction with the environment may be a 
major factor for long-term competitive advantage. 
 
In fields like the ICT industry the technological change is fast and speed is an essential factor in 
competition. It could be proposed that the key to the competitiveness of a knowledge-based 
organization lies in its ability to renew its internal capabilities and competencies and the ability to 
leverage external competencies and capabilities through partnerships and alliances. It is proposed 
that incumbent large organizations may utilize and preserve their established competencies in e.g. 
commercializing services and products, but small firms may be relatively better in innovation-
demanding completely new competencies (see Pisano 1990 and Aldrich 1999).  
 
If we see firms as repositories of knowledge, it is clear that history matters, i.e. new knowledge is 
cumulated on the previous knowledge. This path dependency may also be a source for 
accumulated learning resulting in firm-specific (idiosyncratic) competitive advantage, especially 
if the company is able to meta-learn (Lei et al. 1996) through utilizing knowledge from one R&D 
project to another. Firm-specific knowledge may consist of shared language, processes and 
routines. According to the knowledge-based view of the firm these routines could create 
competitive advantage, and internalization of firm-specific capabilities is suggested.  
 
Path dependency is closely related to organizational memory. Path dependency is a positive force 
if the organization is able to accumulate and transfer the accumulated learning within the 
organization. However, because of the human bounded rationality and human tendency to search 
for new knowledge close to the present knowledge, the organizational learning is often path 
dependent (Lazaric and Lorenz 1998b). The resulting organizational learning resigns within the 
same sphere of technological regime. Again, if the organization learns from diverse knowledge 
bases, then the organizational path dependency is a negative force causing rigidity. 
 
“Yes I have, I really have experienced resistance. When we were setting up the Internet, I gave presentations in 
large firms, but they laughed me out…” (Juha Heinänen, a former technology manager of Telecom Finland in Vihma 
1998, 18) 
 
“I think that actually we have been able to adapt the e-business processes quite fast. We have already implemented 
many things…We copy the best practices from another unit fast.” (Manager, Large ICT Company D) 
 
Mascarenhas et al. (1998) stress that the dynamics of core competencies are not clear, but it 
would be very valuable for managers to understand how they arise and can be developed. The 
dynamics of the core competencies are challenging to both small and large firms. Both parties 
should be very clear of the development of their own capabilities and the changes in the needed 
complementary capabilities. The dynamics of the large technology firm’s core competencies and 
the following strategy are very important for the small technology firm to understand in order to 
evaluate how valuable their assets and the asymmetric technology partnership actually is (level of 
mutual dependency). Vice versa, it is also very important for the large firm to be able to evaluate 
the existing core competencies of the small firm and the latent capabilities, which enable the small 
firm to produce state-of-the art technological knowledge also in the future. If the capabilities 
cannot be bought from the market1, they have to be built internally or they may be obtained via 

                                                 
1 “The very essence of the competencies/capabilities is that they cannot be readily assembled through markets” 
(Teece 1998, 196). 
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learning and close cooperation in a partnership with a complementary partner (see Figure 45).  
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Figure 45. The Logic of Asymmetric Partnerships for the Knowledge-based Firms 

(cf. earlier Blomqvist and Kyläheiko 2000) 
 
The internal development of core competencies may be very challenging for incumbents in the 
turbulent business areas. Strong focus on core competencies, path-dependency, strong 
organizational culture, routines and processes; and subsequent memory of large incumbent 
organizations may inhibit innovation where combination of rapidly emerging new technologies or 
knowledge of different fields is needed (see e.g. Tsoukas 2000). The internal inertia to learn 
completely new technologies and ways to think may be considerable1. Teece (1998, 201) notes 
that in the turbulent environment it is the company’s learning processes, difficult-to-trade 
knowledge assets and its reputational and relational assets that determine its market share and 
profitability. Knowledge, reputation and existing relations are important assets in the process of 
attracting and competing for best partners. Learning is important in order to be able to renew and 
adapt the existing core competencies. 
 
“Technological competitiveness lies in the ability to understand when and what technologies to choose, how to learn 
them fast and when to implement those in new products and projects.” (Technological expert, Internet Technology 
Net) 
 
”We are very good in outsourcing, in acquisitions, in organizing ourselves, in operating efficiently. We have bought 
a seed from each new business, created deep customer know-how and then built the new business area through 
acquisitions and complemented it organically with the key customer.” (Director, Large ICT Company D) 
 
“ Our contact person in the Large ICT Firm E said that we are selling them things they should be selling to their 
customers… Since E’s image is to develop most refined ICT technology, they should be able to develop that 
themselves and offer that to their own customers. It is difficult for them to hire 15 employees, they must respond 
quickly to these demands…they wonder who in their organization would start to learn these web-matters…” 
(Manager, Internet Technology Net) 
 
”They (Large ICT Company D by acquiring 20% of Zeta) wanted to highlight that this is a strategic issue, they 
wanted to highlight that they wanted to have the e-business competence, develop that in their competence center and 
focus on their core IT-business.” (Managing director, Small Software Company Zeta) 
 

                                                 
1 “Ericsson’s board making strategic decisions found Internet first more like a playground for children. It was not 
until in autumn 1996 they decided to invest in Internet. In similar vein manufacturing mobile phones seemed also 
strange in the beginning, but this decision has turned out to be a very good one. ” (Määttänen 1999, 24). “Nokia 
focuses in data-transfer and Internet, which the company did not take seriously in the beginning, but got however 
early in the business. They have now invested heavily on Internet technologies both to fixed and mobile networks” 
(Vihma 1999 b, 32). 
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Also the evaluation of the risk/reward tradeoff for innovations originating from new and untested 
organizational knowledge is very difficult. Miles et al. (2000, 308) note that many of the outputs 
of the innovation process are often difficult to predict and control, and many innovative ideas do 
not fit into the firm’s current product and service line or managerial thinking (see also Christensen 
1997). Potential returns and development costs for such ideas are difficult to estimate and the 
management may value those ideas whose value and costs are easier to estimate and evaluate 
(Miles et al. 2000, 308). Also firm-internal development projects are often favored over external 
and potentially disruptive business concept innovations (see minicase 2 on path-dependent large 
organization’s response to an external, potentially disruptive business concept in Appendix VII). 
 
In a similar vein also Christensen (1998) shows how good managerial practices may not be 
situationally appropriate and may inhibit utilizing the new and very different value proposition of 
a disruptive technology. Due to the traditionally less turbulent environment and the internal inertia 
the incumbent firms may not have the technological skills and know-how needed for the new 
competitive situation. Duysters and Hagedoorn (1998, 359) note that even if there is an attempt to 
increase the fit with the environment, companies with a successful past rarely execute change 
mechanisms until the performance level is very low. Technological progress along trajectories 
exhibits also strong irreversibility1 (Teece 1995). Thus the organizational routines creating 
dynamic capabilities may become burdensome, as fast technological change may make the shared 
language wrong and the embedded knowledge rigid (Poppo and Zenger 1998). Christensen (1997) 
and Day and Schoemaker (2000) draw attention to incumbent firms’ unwillingness or inability to 
exploit discontinuities due to preoccupation with current businesses and customers (on the 
dynamics in large firm core competence, see minicase 3 in Appendix VII). 
 
”Oh yes, they (Large ICT Company D) had been thinking about their strategy for 2 years… I think that they had 
every year thought in their management meeting that well, the Internet comes, and we should.. what the hell should 
we do about it… Probably, it is not more complicated than that. They were now ripe for it.” (Managing director, 
Small Software Company Zeta) 
 
Also Pisano’s (1990) notion that corporate management will be more likely to approve 
internalization when the suppliers’ technology is seen as strategically important to the incumbent 
large firm. It would be extremely valuable for a small supplier to understand the dynamics and 
phases in the potential large partner’s strategic focus and relative importance of related 
capabilities. 
 
5.4  Technology as a Driver for Asymmetric Technology Partnership Formation 
 
In the following subchapters the impact of technological knowledge on small and large firms’ 
propensity to establish asymmetric technology partnerships is analyzed. By propensity we mean 
the need and interest of the actor to establish asymmetric cooperation. The alternative governance 
modes from buying on the market to hierarchy (acquisition) are scrutinized in relation to the 
reviewed technological factors and a small and large firm’s subsequent propensity to establish 
asymmetric technology partnerships (see the following illustrations in Figure 46 and Figure 47).  
 
The point of view is that the small firm’s technological knowledge and large firm’s resources and 

                                                 
1 “It was only in August 1997 when the French government admit that the Internet, not the Minitel, was the way of 
the future” (Shapiro and Varian 1999, 21). 
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capabilities are expected to be the basic reason and content of the asymmetric technology 
partnerships under analysis. Propositions presented are highly interdependent (e.g. degree of 
autonomy and degree of novelty) and isolated from the real-life complexity, where several other 
factors interact simultaneously with these technological factors. For the reasons given above, this 
approach is rather theoretic. Also, it may be that even if from the theoretical point of view an 
asymmetric technology partnership would be recommendable, the other contextual factors, e.g. 
managerial awareness would not support the recommendation in real-life situations.  
 
Our aim is, however, to aggregate the theoretical and empirical insights in order to understand 
and explain the impact of the technological factors to asymmetric technology partnership 
formation. Thus the technological factors are approached first from the viewpoint of a small firm, 
then from a viewpoint of a large firm; and finally a summary analysis of the most favorable 
conditions for both parties is drafted.  
 
5.4.1 Impact of Technological Factors on Small Firm Propensity to Establish Asymmetric 

Technology Partnerships 
 
First the small technology firms’ propensity to partner is analyzed. It should be noted that the 
market-hierarchy continuum as well as the low-high continuum are both relative and no exact 
point for asymmetric technology partnership propensity or governance mode can be offered.  
 
We will not discuss path dependency, dynamic capabilities, rate of convergence, pace of 
technological change or uncertainty and complexity specifically with the small firm’s propensity 
to partner. Path dependence and need for dynamic capabilities are relatively more important in 
the large firm context. The small firm is seen as a focused actor with limited resources for 
diversification and partnering. The convergence, pace of technological change, and uncertainty 
and complexity act as general forces increasing interfirm cooperation, but do not imply a special 
increase in a small firm’s propensity to establish asymmetric technology partnerships. 
 
1. Appropriability regime 
The appropriability regime consists of the degree of tacitness (1a) and legal protectability of the 
innovation (1b).  
 
1a) The higher the tacitness, the lower the propensity of a small firm to establish an asymmetric 
technology partnership. The more tacit (i.e. less codified) the nature of the technological 
knowledge is, the more difficult is imitation and thus the innovator has more time to profit from 
the technological knowledge.  
 
However, selling the tacit knowledge on the market is difficult, if not impossible (Teece 1987). 
Selling software design and programming as subcontracting is possible. A strategic partnership 
with joint development and results of software development (IPR) might be more valuable to 
increase the small firm’s competitiveness in the long run. Also the evaluation of tacit knowledge 
in the technology-based small company is difficult and therefore a large firm may not be willing 
to invest in a partnership in a mutually satisfactory manner (Metcalfe and James 2000). 
 
1b) The stronger the legal protection against imitation, the lower the small firm’s propensity to 
establish an asymmetric technology partnership. 
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A strong appropriability regime gives the innovator (small firm) more time to launch the 
innovation and makes it easier to evaluate, and possibly also more valuable to large firms. This 
enables also market transactions (e.g. outward licensing).  
 
If the appropriability regime is weak, the innovator may get imitators. In order to gain rent from 
the innovation the leverage of external resources, i.e. an asymmetric technology partnership is 
needed. 
 
Thus the partnership propensity (and necessity) may be lower, even though partnership 
negotiations are easier since the evaluation of the potentiality of the small technology firm is 
based on more concrete facts (e.g. patents). 
 
2. Degree of autonomy of the innovation 
The more systematic (not autonomous) the technological knowledge is, the higher the propensity 
to establish an asymmetric technology partnership.  
 
In the ICT sector the small and specialized suppliers may not be able to sell their technological 
knowledge without large partners providing a complete system.  
 
Again, if an innovator has an autonomous innovation, protection of intellectual property law, the 
technology is transferable (explicit) and the inventor has great wealth (access to complementary 
resources), it may be possible to launch the innovation without partners. 
 
3. Technology life cycle (emerging or established technology)  
The earlier the phase at the technology life cycle, the greater the propensity for asymmetric 
technology partnerships (3a)  
 
Small firms need large partners especially to push their technology towards dominance. They 
may also share the risks and investments in R&D. Small firms may also be relatively stronger in 
partnering negotiations and more sought after in the phase when a new technology is only 
emerging. 
 
However, as the technology matures, the development of a dominant technology and related 
technology launch demand complementary resources. Small firms need partners also in the later 
phase of an emerging technology, close to the establishment phase. Thus another proposition is 
made: 
 
The later the phase at the technology life cycle, the greater the propensity for asymmetric 
technology partnerships (3b). 
 
4. Industry life cycle (established or emerging industry) 
The earlier the phase at the industry life cycle, the higher the propensity to establish an 
asymmetric technology partnership (4a). 
 
In the early phase of an industry the small firms have valuable skills and capabilities that the 
large firms do not necessarily yet possess. The large firms may give them credibility as partners 
and reference customers in the emerging new industry. Small firms may also learn from the joint 
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product development or tailor-made projects with large partners, and the learning may be 
transferred to other customers or developed to products.  
 
However, from the small firm’s point of view the need for large partners is at least as strong in 
the later industry life cycle. As the industry matures, the customers learn to demand complete and 
productized systems, where the complementary capabilities of a large partner are useful.  
 
The later the phase at the industry life cycle, the higher the propensity to establish an asymmetric 
technology partnership (4b). 
 
Also in the last part of the industry life cycle the consolidation development will demand either a 
strong partnerships or acquisition. Otherwise the small players will be competed out of the 
market. 
 
5. Degree of novelty of the innovation to the market (radical or incremental) 
The more radical the innovation to the market, the higher the propensity to establish an 
asymmetric technology partnership.  
 
The more radical the technological knowledge, the higher are the risks and the longer the time to 
reap entrepreneurial rents. Therefore a partnership with a resourceful partner is usually sought 
after. However, the other characteristics of the innovation (e.g. whether it is a niche or a system) 
impact on the governance mode. I may be possible to launch a radical innovation of the niche 
type without large partners, if the innovator has enough know-how and access to finances. 
 
6. Technology-based interdependencies 
The stronger the technology-based interdependencies, the greater the need for asymmetric 
technology partnerships.  
 
If the firm cannot develop the technology autonomously, a partnership may offer possibilities to 
learn of and co-develop the technology. However, close co-operation may be enough. 
 
7. Availability of complementary resources 
The lesser the availability of the complementary capabilities, the higher the propensity to 
establish an asymmetric technology partnership.  
 
If there are only a few players with suitable resources, a partnership may create commitment and 
leverage the needed resources. However, also the risk of a moral hazard (opportunism) or adverse 
selection (the partner will not deliver as promised) and a subsequent lock-in effect are increased 
when there are less alternative partners available. 
 
8. Degree of specialty of the complementary resource 
The higher the degree of specialty of the complementary resource, the higher the propensity to 
establish an asymmetric technology partnership.  
 
If the resource is not widely available on the market, a firm may try to increase its control over 
the resource through a partnership. 
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9. Need for standardization 
The higher the need for standardization, the higher the propensity to establish an asymmetric 
technology partnership. 
 
Small firms with new technologies and products need large partners to legitimize and push their 
technologies towards dominant designs and standards. 
 
10. Global network economy 
The higher the global competition, the higher the propensity to establish an asymmetric 
technology partnership. 
 
Small technology-based firms need to leverage large partners’ resources and contacts to be able 
to compete on the global competition arena.  
 
In Figure 46 below the impact of different technological factors is summarized. 
 

market 

Co-operation

Hierarchy
(acquisition)

partnership

Propensity  
to establish

asymmetric  co-operationlow medium high

Governance
mode

1a. Tacit 
technological 

knowledge
1b. Strong

legal
protection

2. Systemic
nature of

innovation

4a. Industry
life-cycle

(early)

3a and b. Emerging
technology

(early and late phase)

4b. Industry
life-cycle

(late)

5. Radical
innovation 

6. Technology-based
interdependencies 

7. Poor availability of
complementary  

resources 

8. Speciality of
complementary

resources 

9. Standardization 

10. Globalization 

Small firm propensity to establish
asymmetric partnerships

 
 

Figure 46. Impact of Technological Factors on Small Firm’s Propensity to Establish 
Asymmetric Partnerships 

 
The illustration (Figure 46) visualizes the small firm’s propensity to establish asymmetric 
technology partnerships. The systemic nature of innovation and the specialization of the 
complementary resources, emerging technologies, standardization and globalization seem to be 
the strongest technological drivers for small firms’ asymmetric technology partnership formation. 
 
In emerging new technologies and industries the propensity to partner is high both at the early 
and late development phases. In the early phase partners are needed for risk sharing, learning and 
reference, in the late phases to offer a complete (industrial) product offering and for ensuring the 
competitiveness at the consolidation of a mature industry. Radical innovations’ other 
characteristics specify the need for asymmetric technology partnerships, but in general the 
leverage of complementary resources are necessary. 
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Tacit technological knowledge with strong legal protection is difficult to imitate and thus the 
propensity to establish asymmetric technology partnerships is lower. However, the tacit nature of 
technological knowledge does not ensure rent earning, and an asymmetric technology partnership 
may still be necessary for leveraging complementary resources and capabilities. Strong legal 
protection of the technological knowledge inhibits imitation and allows also market options. 
 
5.4.2 Impact of Technological Factors on Large Firm Propensity to Establish Asymmetric 

Technology Partnerships 
 
In this subchapter the large firms’ propensity to establish asymmetric technology partnerships is 
studied according to the technological factors identified earlier. The technological factors of path 
dependency, dynamic capabilities, rate of convergence, pace of technological change as well as 
uncertainty and complexity are analyzed, as they are proposed to be notable drivers for increased 
asymmetric technology partnerships among large firms. 
 
1. Appropriability regime 
The higher the tacitness of a small firm’s technological knowledge, the higher the large firm 
propensity to establish an asymmetric technology partnership. (1a). 
 
The higher the tacitness (i.e. less codified) the technological knowledge, the more difficult the 
technological knowledge is to buy on the market. Close cooperation in the form of a partnership 
enables learning of the value of the tacit knowledge as well as transfer of the knowledge. 
 
The stronger the intellectual property rights (IPR) the easier the evaluation of the small 
technology firm as a partner or acquisition target. Acquisition is also possible on the basis of 
other factors, e.g. the importance of the IPR, i.e. its leverage for other relationships and assets.  
 
Strong legal protectability of the small firm’s technological knowledge makes also the market 
option potential (1b). 
 
Strong IPR makes also the market alternative (e.g. licensing) possible for the large firm. Thus 
also here both alternatives (licensing from the market or partnering) are possible. 
 
The value of a technology-based company with tacit knowledge is difficult to evaluate and 
therefore investment in the form of an acquisition may be especially risky. There may also be 
disagreement on the right level of investment in the partnership. Acquisition is a potential mode 
of governance after a partnership phase, when the value of the knowledge and the partner is 
known better. 
 
The stronger the legal protectability of the small firm’s technological knowledge, the higher the 
propensity to establish an asymmetric technology partnership (1c).  
 
2. Degree of autonomy of the innovation 
The lower the degree of autonomy of the large firm’s innovation, the higher the propensity to 
establish an asymmetric technology partnership. 
 
The more systematic (not autonomous) the large firm’s technological knowledge is, the greater 
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the need for partnerships for joint development, matching interfaces and interoperability.  
 
However, the partnership management with systemic product development is very challenging 
and it may be wiser for a large resourceful firm with strong dynamic capabilities to proceed alone 
(within a hierarchy), unless it is able to build a strong relationship with complementary partners. 
In large IT projects this is only a theoretical possibility (they is always integration of several 
players’ products and capabilities). However, in smaller systems, e.g. ICT operator’s platform 
and related applications, a hierarchy may be possible. 
 
If the nature of the systemic innovation is easy to decompose, the challenge of a partnering 
interface may be minor and partnering is recommendable. Thus this proposition is partly mixed; 
despite of the challenging management of partnerships for systemic innovation the need for 
complex and diverse capabilities is expected to demand partnerships. 
 
Also the possibility to differentiate the systemic product concept and to create sustainable 
competitive advantage increase the large firm’s propensity to partner or even acquire the small 
firm’s complementary technological knowledge. 
 
The large firm’s customer orientation decreases the large firm’s propensity to establish 
asymmetric technology partnerships, as systems are tailor-made for specific customer needs and 
preferences (e.g. local software suppliers and components). 
 
3. Technology life-cycle (emerging vs. established technologies) 
The earlier the technology life cycle, the higher the propensity to establish partnerships. 
 
In the early technology life cycle partnerships with innovative small firms offer technology 
windows and testing laboratories. Large firms are path-dependent and their capability to 
participate in emerging new technology development is limited.  
 
However, also co-operation with lower commitment may be sufficient for the large firm’s need to 
follow several technology options with a limited stake.  
 
As the emerging new technologies mature, the large firm’s commitment and interest in the 
emerging new technology may increase up to the interest to acquire the small firm. Due to 
technological trajectories and path dependencies it is rather difficult for the large firm to 
participate in the technological development at a later phase. 
 
4. The industry life-cycle (emerging vs. established industries) 
The earlier the industry life cycle, the higher the propensity to establish an asymmetric 
technology partnership (4a).  
 
Large firms are eager to participate in a new industry with small firms possessing the necessary 
capabilities. Limited participation enables learning and offers an option for further commitment. 
 
The later the industry life cycle, the higher the propensity to establish asymmetric technology 
partnerships (4b). 
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The large firm’s investment and commitment to an asymmetric technology partnership may 
increase through the industry development and subsequent potential for large markets and profit. 
Also the increasing competition will increase the large firm’s propensity to establish asymmetric 
technology partnerships to differentiate itself in the increasing competition. At the final stage of 
the consolidating industry the large firms may acquire their small partners or they may have had 
time to build the resources internally. 
 
5. Degree of novelty of the technological knowledge to the market (radical vs. incremental) 
The more radical the technological knowledge to the market, the higher the propensity to 
establish an asymmetric technology partnership.  
 
Large firms are relatively more competent with incremental innovations (where they may use 
their existing knowledge base) or radical innovations of the architectural type, where the nature 
of the innovation is systemic. Participation in radical innovations demands cooperation with 
innovative suppliers. 
 
6. Technology-based interdependencies 
The stronger the technology-based interdependencies, the higher the propensity to establish an 
asymmetric technology partnership. 
 
The need for interoperability, simultaneous development and learning drive large firms to 
establish asymmetric technology partnerships. Also looser cooperation may be possible, if the 
interdependence is not critical. 
 
7. Availability of complementary resources 
The lesser the availability of complementary capabilities, the higher the propensity to establish 
asymmetric technology partnerships.  
 
If there are plenty of complementary resources available on the market, the large firms do not 
need to invest in partnerships to leverage these. A small number of players lessens the negotiation 
power of the large firms, which may want to establish partnerships to increase the partner’s 
commitment and ability to control the resources. 
 
8. Degree of specialty of the complementary resources 
The more specialized the complementary resources, the higher the propensity to establish 
asymmetric technology partnerships.  
 
Large firms establish asymmetric technology partnerships to leverage specialized resources. If the 
complementary resources are co-specialized, a mutual dependency and a strategic partnership is 
probable.  
 
When there is a limited number of players, co-specialized resources are critical and task 
programmability low, the large firm may prefer acquisitions to partnerships in order to reduce the 
risks. 
 
9. Need for standardization 
The higher the need for standardization, the higher the propensity to establish asymmetric 
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technology partnerships.  
 
Large firms also need small firms to drive their technologies towards dominance. Small firms 
offering value-add services may enhance the first-mover advantage and signal the importance of 
the large firm’s technology. 
 
10. Global network economy 
The higher the global competition, the higher the propensity to establish an asymmetric 
technology partnership. 
 
Sharp competition at the global market place drives the large firms to focus and leverage 
complementary capabilities from complementary partners. 
 
11. Dynamic capabilities  
The more dynamic the large firm’s capabilities, the lower the propensity to establish an 
asymmetric technology partnership.  
 
The higher the large firm’s ability to renew its competencies and utilize latent capabilities, the 
lower is the need for partnerships.  
 
However, the highly dynamic capabilities may also enhance diversification, which as a result of 
dynamic capabilities increases the potential business and calls for complementary partnerships. 
Dynamic capabilities as such also enhance the large firm’s capability to leverage external 
capabilities through partnerships and acquisitions. Thus the impact of dynamic capabilities is 
somewhat mixed. 
 
12. Path dependency 
The higher the large firm’s path dependency, the higher the propensity to establish an 
asymmetric technology partnership.  
 
Path-dependency may also act as a positive force in leveraging and developing capabilities based 
on existing knowledge and organizational memory. However, when a large firm is entering new 
fields where new capabilities are demanded, the path dependency may inhibit learning and 
change. Therefore, in our analysis, where the primary reason for asymmetric technology 
partnerships was the small firm’s technological knowledge, the large firm’s propensity to 
establish asymmetric technology partnerships is high. 
 
13. Rate of convergence  
The higher the rate of convergence, the higher the propensity to establish an asymmetric 
technology partnership.  
 
The large firm’s need to learn about complementary technological knowledge, leverage external 
capabilities and build new positions through partnerships increases in the convergence.  
 
14.  Pace of technological change 
The higher the pace of technological change, the greater the large firm’s propensity to establish 
an asymmetric technology partnership.  
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As with small firms, their need to learn anticipate the emerging future and build technology 
options increases. However, also looser cooperation may suffice. 
 
15. Uncertainty and complexity 
The higher the uncertainty and complexity, the higher the large firm’s propensity to establish an 
asymmetric technology partnership. 
 
The uncertainty and complexity of the business environment increase the need for flexibility, 
which may be leveraged through successful complementary partnerships and technology options. 
Looser cooperation may also fulfill the need. 
 

market 

Co-operation

Hierarchy
(acquisition)

partnership

Propensity  
to establish

asymmetric  co-operationlow medium high

Governance
mode

1a. Tacit 
technological 

knowledge

1b. Strong
legal

Protection
(licence)

2. Systemic
nature of

innovation

4a. Industry
life-cycle

(early)

3a Emerging
Technology

(early)

4b. Industry
life-cycle

(late)

5. Radical
innovation 

6. Technology-based
interdependencies 7. Poor 

availability of
complementary  

resources 

8. Speciality of
complementary

resources
9. Standardization 

10. Globalization 

Large firm propensity to establish
asymmetric partnerships

1c. Strong
legal

Protection

11. Dynamic capabilities

12. Path
dependency

13. Convergence

14. Pace of
technological

change

15. Uncertainty
and complexity

 
 
Figure 47. Impact of Technological Factors on Large Firms’ Propensity to Partner 
 
From the propositions and the visualization above (Figure 48) we may summarize that a large 
firm’s propensity to establish asymmetric technology partnerships is high when it is path-
dependent and looking for new business areas, it needs to standardize its technologies, the small 
firm’s technological knowledge is tacit, radical and the related technological knowledge is only 
emerging. Also the specialty of the complementary resources will lead to a partnership or 
possibly to an acquisition. A small firm with strong tacit knowledge may also be acquired, but 
often after a period of partnering.  
 
The environmental forces at the competitive arena, i.e. convergence, uncertainty and complexity, 
globalization and pace of technological change drive large firms increasingly to establish 
asymmetric technology partnerships. 
 
When the industry matures, the volatility and speed of change slow down, and the technological 
tools (e.g. computer software know-how like Java and Jini) and methods will be more widely 
used. Then it will be harder to build competitive edge from special technological know-how, and 
the role of mature product concepts and scale increase in enhancing competitiveness. The large 
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firms have also had time to build up new resources. Acquisitions and mergers become more 
common and there will be fewer but more dominant players in the market place.  
 
Strong legal protection of the small firm’s technological knowledge may make the market 
alternative possible. If the technology is critical to the large firm, acquisition of the small firm is 
also possible. 
 
The large firm’s dynamic capabilities make the large firm primarily more capable to renew its 
own capabilities (and lessens the need to establish asymmetric technology partnerships), but also 
enable the leverage of external capabilities and resources, and stretch the large firm’s business 
opportunities in general. 
 
It seems that large firms may have a wider variety of governance modes available than small 
firms. Acquisitions are possible due to their larger resources. Acquisitions make it possible to 
control the complementary capability, e.g. if it is special and important to the large firm. Even 
though partnership formation and management with systemic technology is difficult, asymmetric 
technology partnerships are widely used and sometimes a necessity.  
 
Due to their relatively stronger negotiation power, large firms may also to attempt to cooperate 
with looser mechanisms. The large firms may not want to commit themselves to partnerships if 
the emerging new technology is very uncertain, or there is a lot of ambiguity in the emerging new 
industry. 
 
5.4.3 Technological Factors Driving Asymmetric Technology Partnership Formation 
 
From the previous subchapter it is summarized that the technological factors driving both 
parties’ propensity to establish asymmetric technology partnerships are the following:  
 

1. The more systemic the nature of the innovation…(2) 
2. The earlier the technology life cycle... (3a) 
3. The greater the technology-based interdependencies…(6) 
4. Poor availability of complementary resources (7) 
5. The more specialized the complementary capabilities…(8) 
6. The higher the need to push for standardization…(9) 
7. The higher the globalization…(10) 

 
… the higher the mutual propensity for asymmetric technology partnership formation. 
 
The first proposition concerns the systemic nature of the innovation. This is relatively more 
important to small firms, but especially in larger systems also the large firms do need 
complementary partners. The second proposition deals with the emerging new technology, where 
the risks and uncertainty are high. Technology-based interdependencies imply cooperative 
product development for interoperability, successful products and shortening the time-to-market. 
Thus the parties need to build partnerships to share the risks and promote the developing 
technologies together towards market and industry dominance. Poor availability of 
complementary capabilities (small number of players) increases both parties propensity to partner 
in order to control the resources. However, also looser and tighter governance forms (acquisition) 
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are possible. The fifth proposition refers to co-specialized complementary capabilities, which 
balance the relationship through the mutual dependency of the partners. The sixth proposition 
refers to the common need to push for technology standardization. The final proposition on the 
globalization is rather general and promotes various types of co-operation to increase the 
competitiveness at the global markets. 
 
The following technological factors are more important reasons for small firms to establish 
asymmetric technology partnerships:  
 

1. The higher the systemic nature of the innovation…(2) 
2. The later the technology life cycle (3b) 
3. The earlier the industry life cycle…(4a) 
4. The later the industry life cycle…(4b) 

 
…the higher the relative importance of the asymmetric technology partnership for the small firm. 
 
The first proposition on the systemic nature of the innovation leaves small technology-based 
firms practically no other alternatives than to establish partnerships in order to be able to 
participate in the bid for a complete system. In the late phase of a technology life cycle the small 
firms need large partners to leverage their experience on scale and to re-engineer more industrial-
type of products for customers that have learned to demand more. In the early phase of an 
industry life cycle the small firms need asymmetric technology partnerships for references, 
credibility and to develop products through tailor-made projects. In the late industry life cycle 
(consolidation) small firms may prefer partnerships to acquisition. 
 
The following technological factors are relatively more important reasons for large firms to 
establish asymmetric technology partnerships: 
 

1. The more radical the innovation…(5) 
2. The higher the path dependency…(12) 
3. The higher the convergence…(13) 
4. The higher the pace of technological change…(14) 
5. The higher the uncertainty and complexity…(15) 

 
…the higher the relative importance of the asymmetric technology partnership for the large firm. 
 
Radical innovations are challenging because of the path dependency and the nature of large 
organizations favoring profitable growth and present customer base. Path dependence creates 
rigidity when a large firm attempts to learn in order to enter a field where a different knowledge 
base is needed. The third proposition on convergence may make the large firm’s business 
obsolete as the industry players are optimizing their positions and new industries emerge. In the 
fourth proposition the pace of technological change increases the R&D and business risks. 
Partnerships enable risk sharing and participation in multiple emerging new technologies. 
Partnerships enable industry scanning and building up of new capabilities. The fifth proposition 
on the high uncertainty and complexity increase the need for flexibility, which may be leveraged 
through partnerships.  
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The technological factors acting as mutual drivers for asymmetric technology partnerships are 
illustrated on the “map” Figure 48 below. The map has been created so that the Figure 46 and 
Figure 47 have been very carefully placed on top of each other to form a new illustration. First 
the figure of the small firm’s propensity to partner was selected and changed to bold letters and 
numbers in order to differentiate it from the large firm map, which was copied on top to create 
Figure 48. Finally the text was eliminated in order to make the map clearer. The technological 
factors falling within the mutual propensity to establish asymmetric technology partnerships were 
circled and their position to the other partner’s position was “measured” in order to see the 
difference. Again, it must be noted that this is a relative experiment based on the researcher’s 
understanding of the related literature and the empirical material from the interviews discussed 
earlier in this chapter. 
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Figure 48. Mutual Propensity to Establish Asymmetric Partnerships 
 
From the created “map” in Figure 48 we can summarize and discuss the different technological 
factors and their relative positions. First, the small firms depend on large partners to sell their 
technological knowledge, which is part of a systemic innovation. Thus the small firm’s 
propensity to establish an asymmetric technology partnership is higher (2). The propensity to 
establish an asymmetric technology partnership when a new technology is emerging is the same 
(3a/3a) for both parties. However, the small firms are also eager to establish asymmetric 
technology partnerships when the technology is maturing (3b). This is because they need to 
leverage the large partner’s capabilities to reach scale and re-engineer the technological 
knowledge to respond to increased customer demand (productization). The large firms have had 
time to build up the capabilities internally or through acquisitions. Technology-based 
interdependencies (6/6) demand close cooperation. Partnership is often used to cut the time-to-
market and create competitive products. Complementary capabilities (7/7) may be leveraged 
either by a partnership or cooperation. Specialized complementary capabilities are leveraged 
either by a partnership in order to ensure them (8), or by acquisition, which may be possible for a 
large firm (8). Asymmetric partnerships are important for standardization (9/9) for both parties. 
Globalization (10/10) is also an important driver for both. 
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Positions outside the mutually favorable asymmetric technology partnership scope are the 
following: 
 
Tacit knowledge cannot be transferred through markets. Therefore the large firm has a high 
propensity to establish a partnership (1a) with a small firm with tacit technological knowledge. 
However, the small firm may not necessarily need the large partner, therefore also cooperation 
without a partnership is possible (1a) A strong legal position enables the small firm to sell its 
technological knowledge on the market (1b) and also the large firm to buy it from the market (1b) 
or possibly to acquire it (1c). In the early phase of an industry life cycle (4a) the large firms may 
not be very eager to establish asymmetric technology partnerships but prefer to follow the 
development through looser cooperation. Small firms (4a) prefer partnerships in order to learn, 
get customer references and create own products from tailor-made projects. Small firms do not 
necessarily need large firms for radical innovations (5), which, however, are very challenging for 
large firms (5); thus the large firms prefer to establish asymmetric technology partnerships. 
Dynamic capabilities (11) increase the large firm’s ability for renewal; therefore it is not so path 
dependent (12) and does not need to rely totally on small innovative suppliers. The large firm’s 
drivers, the convergence (13), uncertainty and complexity (14) and pace of technological change 
(15) have increased the large firm propensity to establish asymmetric technology partnerships, 
but also impact on the increased small firm partnering activity. 
 
Finally, this chapter is summarized by noting that the general characteristics of the knowledge-
based economy (globalization, uncertainty and complexity, pace of technological change and 
convergence) are relatively more meaningful to large and resourceful firms, but increase both 
parties interest in establishing partnerships. Small and large technology firms’ mutual propensity 
to establish asymmetric technology partnerships seem to be highest when the technological 
knowledge is new and emerging, there are high technology-based interdependencies, the partners 
need specialized complementary capabilities and want to push their technological knowledge 
towards standardization. 
 
It seems that the “emergence” of a new technology, the industry and the complexity (also the 
convergence, interdependent technologies and systemic nature of telecommunication 
innovations) create an arena where ambiguity, uncertainty and related business risks are very 
high. 
 
In the following chapter trust is studied. It seems crucial for an asymmetric technology 
partnership formation in uncertain and risky conditions. 
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6 THE ROLE OF TRUST IN THE ASYMMETRIC TECHNOLOGY 
PARTNERSHIP FORMATION 

 
This chapter introduces trust as a theoretical construct and social phenomenon in economic life. 
First the nature of trust will be discussed both per se (6.1) and in the empirical asymmetric 
technology partnership formation context (6.2). After that, in subchapter 6.3 the 
conceptualization and operationalization of trust will be discussed and developed. In chapter 6.4 
a new type of individual-based fast trust is introduced and analyzed. 
 
Nokia’s four values are customer satisfaction, respect for the individual, results and continuous learning…If there is 
something above the others, that would be trust, says Alahuhta. He continues that strong trust and social capital 
form a strong competitive advantage and trust cannot be forced or copied. It all starts from the leaders, who need to 
be consistent and have real interest in people, their development and well being. Trust is also a basis for 
partnerships. In partner selection Nokia evaluates also the partners’ philosophy and values. Also Juha Hulkko, the 
director of the board for Elektrobit, a long-time Nokia partner agrees: network functions best, when it is based on 
trust.” (Hulkko in Vihma and Seulamo, 2000, 33 and 40) 
 
Different Disciplinary Eyeglasses Give Different Views 
Research on trust has proliferated since the mid 1990’s. Trust has become an important issue in 
inter-firm cooperation (Macaulay 1963, Håkansson 1989, Young and Wilkinson 1989, Bidault 
and Jarillo 1997), partnerships and alliances (Parkhe 1993 and 1998, Ariño et al. 1999, Ariño et 
al. 2001) and supplier relations (Sako 1994 and 1998). It is in the heart of marketing theory 
development (Hunt 1999) and an implicit issue in the knowledge-based view of the firm (Nonaka 
and Takeuchi 1995, von Krogh et al. 2000). Trust has also been identified as an emerging 
managerial philosophy (Creed and Miles 1996, Miles et al. 2000) and a critical issue for 
organizational culture (Barney and Hansen 1994, Barney 1996) and work relationships (Lewicki 
and Bunker 1996, Creed and Miles 1996, Taylor 1996). In addition, interest in the impact of trust 
and related social capital on the competitive advantage of the firm is increasing. Some trust-
researchers believe that trust and the related social capital may be a source for difficult-to-imitate 
competitive advantage (Barney and Hansen 1994, Casson 1995a, Barney and Hansen 1994, 
Nahapiet and Ghoshal 2000).  
 
Researchers in social psychology view trust as accepting a vulnerable position where the trustor 
(person trusting) has trust in the trustee’s (trusted person) goodwill (see e.g. Blau 1964, Luhmann 
1979, Lewis and Weigert 1985, Granovetter 1992). Psychologists may also view trust as a 
personal trait where some persons are more trusting than others by nature (Deutch 1960, Rotter 
1967 and Gibb 1978). Psychologists (Rotter 1967) have also approached trust as the generalized 
expectation that the promise of an individual can be relied on. Philosophers (Baier 1986, 
Hertzberg 1988, Lagerspetz 1992) view trust as a very unconscious, basic conduct in life where 
trust is not given on grounds and is not a rational option. For economists paying attention to trust 
(Axelrod 1984, Lundvall 1990, Noorderhaven 1992, Bromiley and Cummings 1992, Chiles and 
McMackin 1996) trust is the rational option to decrease transaction costs (on trust and transaction 
benefits see also Blomqvist and Kyläheiko 2000). Williamson (1993b, 99) does not view trust as 
a useful theoretical construct in commercial transactions: “I contend that calculated trust is a 
contradiction in terms and that the study of economic organization is better served by treating 
commercial transaction without reference to trust.” According to him trust is better perceived as 
a decision under risk. Bradach and Eccles (1991) emphasize trust as an important governance 
mechanism complementing price and authority. If one is able to trust, controlling and monitoring 
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is not needed. Influential economists approach human beings as “seeking self-interest with 
guile.” The effects of learning, communication and the “shadow of the future” have been 
demonstrated in several games like the Prisoner’s Dilemma (Axelrod 1984). Thus, in accordance 
to the economists’ point of view, rational actors behave in a trustworthy manner and cooperate 
when it pays to do so. Lewicki and Bunker (1996) call this type of a trust as calculus-based trust. 
 
However, the different disciplines’ approach to trust is often partial. Actually, Lewicki and 
Bunker (1995, 135) criticize that each discipline is like “a blind man describing his own small 
piece of the elephant.” Depending on the context and the disciplinary eyeglasses of the author 
trust has been understood, conceptualized and operationalized in different ways (see Blomqvist 
1997). 
 
Towards a Multidisciplinary Approach to Trust 
The major and rather different viewpoints within the different disciplines to trust are the 
economic approach (trust as increased predictability and fulfilled expectations) and moral or 
ethic-based trust (trust as goodwill and/or benevolence where the trustee will not misuse the 
trustor’s vulnerability). According to the economic viewpoint the actors are perceived as players 
in the game and their decisions as based on strategic and calculative grounding (Axelrod 1984, 
Williamson 1993a). The moral approach to trust and trust as an ethical attitude is based on the 
trustor’s and trustees basic assumptions of other human beings.  
 
Recently trust has been approached also from the emotional point of view, where the emotional 
impact of trust is emphasized (O’Brien 1995, Jones and George 1998). Tyler (2001) draws 
attention to the motive-based trust where the actor’s perceived intentions may actually be inferred 
as a major evidence for potential trust (see also Luhmann 1979). In his earlier research Tyler 
(Tyler and Degoye 1996) shows that also in commercial relationships noncalculative trust1 is 
important. If intentions are perceived as a major evidence for potential trust, then communication 
between the actors becomes a major source for the inference on trust. 
 
It seems that in the business context the economic approach and trust as increased predictability 
are critical. However, also the partner’s moral and related goodwill is of importance (Macaulay 
1963). Also O’Brien (1995), Granovetter (1992) and Jones and George (1998) note the parallel 
significance of cognitive (rational) and affective (emotional) trust. The evaluation of 
trustworthiness depends on decision-making criteria, which vary according to the evaluator. 
Inferences on character and competence may be assumed as more conscious (cognitive-based 
trust), whereas goodwill and intentions are more difficult to evaluate from direct inferences. They 
are probably assessed at a more unconscious or emotional level. People may also value trust and 
their reputation as a trustworthy person differently (see e.g. Blois 1998). 
 
It is believed that economic actors perform economic and moral calculations simultaneously, to a 
differing degree. Therefore, the choice to trust in the business-context seems to be based partly on 
economic calculation and partly on the trustor’s basic values as a human being. In a similar vein, 
Fukyama (1995, 41) argues “there is no doubt that human beings are, as the economists say, 
fundamentally selfish and that they pursue their selfish interests in a rational way. But they also 
have a moral side in which they feel obligations to others, a side that is frequently at cross-

                                                 
1 Trust as benevolent intentions and treatment with dignity and respect by the authority. 
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purposes with their selfish instincts.” The business context involves transactions where economic 
actors are engaged to gain rents. However, the trustors may have profound (humane or ethical) 
values, which guide their behavior as human beings, also in the business context.  
  
6.1 Nature of Trust 
 
In the following the role and nature of trust in asymmetric technology partnership formation is 
analyzed. After that the dynamics trust-related processes are explained. In the empirical 
interviews trust was approached indirectly by trying to understand how practicing managers 
perceive trust, what is the role and nature of trust as well as how trust evolves in asymmetric 
technology partnership formation.  
 
6.1.1 Trust, Cooperation and Contracting 
 
Risk is seen as a necessary precondition for trust (Arrow 1974, Lewis and Weigert 1985, 
Luhmann 1988, Sydow 1998). In the business context risk is inevitable. Some risk and trust are 
involved in every transaction where simultaneous exchange is not possible. The vulnerability 
may be either economic or social in nature. The trustor may loose money if the trusted person or 
organization (trustee) fails to deliver as agreed and/or his reputation as a competent professional 
(possessing sound judgment) if the trustee cannot deliver as perceived by the trustor.  
 
Trust can be seen as the lubricant and factor increasing organizational or interpersonal efficiency. 
Trust reduces complex realities efficiently and economically (Arrow 1974). The one who is able 
to trust may accept the uncertainty and the related risk. Trust increases predictability and the 
ability to plan ahead (Luhmann 1979, Lewis and Weigert 1985). Sometimes also the difference 
between trust and cooperation is not clear (Lewicki and Buncker 1995). It may be, however, 
assumed that some cooperative threshold amount of trust is needed for cooperation to evolve 
(Dibben 2000). 

low

high

t1

trust

t2
No cooperation cooperation

cooperation
 threshold

 
Figure 49. Theoretical Relationship between Cooperation Threshold and Trust 

(Dibben 2000, 112) 
 
Trust reduces the complexity, uncertainty and transaction costs, and increases the flexibility, 
scope and transaction benefits.  
 
In earlier trust-related research on inter-firm partnering contracts are seen as an antecedent for 
trust (Barney and Hansen 1994), result of trust (Sako 1994), complementary control mechanisms 
for trust (Bradach and Eccles 1991) or even a sign of distrust (Macaulay 1963). Trust has also 
been seen as implicit contracting (Arrow 1974). If cooperating firms were able to build trust, they 



 
 

 

155

would save time and effort in negotiating, agreeing and executing contracts (Ring 1993, 
Håkansson 1993). 
 
In an ideal world the partnering firms could always write a long-term contract in advance of the 
investment, spelling out each party's obligations and the terms of trade in every conceivable 
situation. In practice such contracts become expensive and the parties must negotiate as they go 
along (Hart 1989). However, complex and detailed contracts are usually incomplete, and 
negotiating and adapting is needed. Incomplete contracting demands renegotiation, which again 
demands commitment, ability to adapt and trust. Also MacNeil (1978 and 1980) notes that the 
uncertain nature of partnerships makes it practically impossible to establish a set of rules ex ante 
to resolve future problems and conflicts. 
 
Companies engaged in close cooperative relationships exchange and share valuable information, 
which may not be safeguarded by secrecy agreements. Sellers of expertise have to disclose 
confidential information to potential partners to get them seriously interested. The ability to 
negotiate win-to-win contracts, to assure the partner of the ability to continue with state-of-the art 
skills and establish trusting relationships are of vital importance. Trust plays a critical role in the 
development of long-term relationships because short-term inequities are inevitable in any 
relationship. It is vital because it is not possible for human beings to monitor others' actions and 
to map out all possible problems in enforceable contracts. Trust covers expectations about what 
others will do in circumstances that are not, and often cannot be explicitly covered in the agree-
ment (Lorenz 1988, Ohmae 1989, Starr and MacMillan 1990, Forrest and Martin 1992). 
 
Contracting contingencies are often difficult for parties to understand, predict or articulate, which 
causes uncertainty. Practical problems may arise also due the partners’ limited capability to 
articulate and specify the relevant property rights and the scope of a non-disclosure agreement 
(NDA) of future-oriented and uncertain R&D (Pisano 1990). The turbulent environment may also 
blur the objectives, change the content and direction of the cooperation and increase the 
propensity for moral hazards (Nystén-Haarla 1998, 224). 
 
In a classic article Macaulay found out that even in the case of a dispute businessmen hesitated to 
speak of legal rights, but negotiated a solution when a problem arouse. "You don't read legalistic 
contract clauses at each other if you ever want to do business again" (Macaulay 1963). Using 
contractual measures may be a rigid and slow means to regulate a relationship in practice. 
Contractual measures are easily interpreted as hostile threats impacting negatively on the 
cooperative relationship. 
 
6.1.2 Individual and Organizational Trust  
 
Blois (1999) notes that there have been serious problems in published research where the 
individual and organizational levels of trust have not been separated or the difference has been 
unclear. Also Anderson and Narus (1990, 45) recognize the need to be careful when aggregating 
trust to the interfirm level from interpersonal relationships. They note that in interfirm 
relationships the firm suffers the potential losses, not the individual, and thus they may entail less 
intensity and personal commitment than personal relationships. Also Zaheer et al. (1998) note 
that interpersonal and inter-organizational trust are related but different constructs. In the meta-
empirical review on research in inter-organizational trust in the 1990’s 14 studies were found to 
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focus on inter-organizational trust solely and in 16 studies the inter-personal view was added 
(Blomqvist et al. 2002, forthcoming). In this thesis also the relationship and difference between 
organizational and individual trust are evaluated. 
 
Originally trust has been seen as an interpersonal phenomenon (Blau 1964, Erikson 1968) and the 
development of personal trust has been studied long by psychologists and socio-psychologists 
(Deutch 1960, Blau 1964, Rotter 1967 and Good 1988). Management scholars, however, have 
brought trust also to the inter-organizational level (Arrow 1974, Lorenz 1988, Gulati 1995, Sako 
1994 and 1998).  
 
It seems that management scholars have paid less attention to the role of individual-based trust 
than to organizational trust. Organizations are coalitions of people (Cyert and March 1964, 27) 
and it would seem logical to say that it is always the individuals and not organizations that trust 
each other. Many authors share this view (Koenig 1995, Dibben 2000). However, individuals and 
organizations may both be objects of trust. Organizations have reputations and images and they 
develop routines, processes and culture, which unify the behavior of their employees and the 
responses to external contacts. In Figure 50 it is illustrated that only individuals or teams can 
trust, but the object of the trust may be an individual, team, organization, cluster, region or even a 
nation.  
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Figure 50. Individual and Organizational Trust (Zaheer et al. 1998) 
 
Zaheer et al. (1998, 142) differentiate interpersonal trust as “the extent of a boundary-spanning 
agent’s trust in her counterpart in the partner organization.” They further delineate the inter-
organizational trust as “the extent of trust placed in the partner organization by the members of a 
focal organization.” 
  
The development of inter-organizational trust is based on both organizational and personal trust. 
Exchanges between firms are exchanges between individuals or small groups of individuals 
(Barney and Hansen 1994, 181). 
 
6.1.3 Perceived Trust 
 
Trust is always perceived and subjective in nature. Different people emphasize and evaluate 
trustworthiness differently (see also Rotter 1971). Each individual’s value system sets the ground 
for his/her experience on trust. It is believed that values may create a propensity to trust, which is 
more basic and general than trust based in specific situations and relationships (Jones and George 
1998, 532). In a similar vein Lewicki and Bunker (1996) discuss the readiness to trust. The 
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trustor’s basic assumptions form a basis for his/her ability to trust and whether he/she sees people 
basically as honest or opportunistic (Erikson 1968, Schein 1992). It is probable that a person with 
stronger self-reference and related self-confidence is more able and willing to trust1. An 
individual’s propensity to trust is believed to vary based on his/her experience and personal 
philosophy. 
 
Assumptions on perceived trustworthiness vary between individuals because they have an 
individual reality of their own. Trust is thus dependent on the person who decides whether or not 
to trust and how much. Also 1) the importance of trust, 2) what trust means and 3) whom s/he 
can trust are based on the person’s disposition to trust. The perceived trustworthiness varies and 
is impacted by the individual and social reality of those making the assessment. In addition to the 
trustor’s propensity to trust also the task-specificity, situation-specificity and context-specificity 
impact on the experience of trust. These are part of the social and objective reality based on facts 
on the assessed trustworthiness (see Schein 1992).  
 
Task-specificity refers to the focus of trust i.e. what the other party is trusted to do. Tasks differ 
according to the related risk, importance and complexity. E.g. a heart-operation conducted by a 
surgeon (trustee) is riskier, more complex and important to the patient (trustor) than the removal 
of a cosmetic mole. Similarly, capacity programming supplied by a small software supplier is less 
complex and risky than the supply of specific software for a new value-add-service to be 
delivered via different terminals. Situation-specificity refers to the situation the actors are 
involved in. E.g. timing and the level of criticality may impact on the propensity to trust. The 
strategic role and relative importance of the task also vary according to the situation and timing. 
E.g. if there is a sudden lack of internal capacity for an important software project, capacity 
programming may become critical. The situation has an effect also on the actor’s trustworthiness. 
There must be situations where it may be very tempting for a specialized supplier (having unique 
knowledge and capabilities developed jointly with the large firm) to accept a project from a 
competing firm, e.g. if there are problems in the present relationship management, and the 
expected economic rent from the competing offers is large enough. 
 

Task Situation Context 

• importance
• complexity
• strategic/ operative
•level of risk

• timing
• level of criticality

• individual’s organizational role
• organizational culture
• industry
• country

Trustor’s propensity 
to trust

Trustee’s perceived
trustworthiness  

 
Figure 51. Contextual Factors Affecting Trust 

                                                 
1 This may be speculated first as a person’s image of her/himself being mature and accepted (knowing and accepting 
what s/he is strong/weak at) and acknowledging the need for others (being an actor in the system). Secondly s/he 
believes her/himself to be able to manage unforeseen risks and capable of adapting. 
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Context-specificity is another variable having an effect on the perceived trust. Countries have 
been found to have somewhat different levels of trust. Also some industries are discerned as 
having a more trusting culture (Bromiley and Cummings 1992). Whether the trustor and trustee 
come from a same or different organization and how similar these organizations are, affects the 
experienced trust. Also the organizational function, e.g. strategic sourcing or research as well as 
the actor’s organizational role may have an impact both on the actor’s propensity to trust as well 
as the perceived trustworthiness (see Figure 51).  
 
It is proposed that trust is relative and depends on the trustor’s propensity to trust, the trustee’s 
trustworthiness, as well as the task, situation and context.  
 
6.1.4 Evolution and Decline of Trust 
 
There is a strong temporal dimension in trusting. Trust is seen as evolving from past experience 
and current interaction (Deutch 1973). Granovetter (1992, 63) discusses trust and personal 
relationships: “If I do for her, will she do for me? … We use whatever cues can be found for a 
continuing evaluation of the trust in the relation, but really don’t know until the trusted person 
helps you when you need it. With this kind of uncertainty, players are cautious about extending 
themselves for people whose reputation for honoring interpersonal debt is unknown.” Usually 
trust is seen as an outcome of a process, i.e. trust relationships develop gradually.  
 

Past experience
- reputation

Prediction
of future behavior

Current interaction
- experience

Increasing  satisfaction
and propensity to  trust

 
 
Figure 52. Trust as a Prediction Resulting from Satisfactory Interaction and Past 

Experience  
 
Trust between partners is said to be a bridge between past experiences and anticipated future 
(Salmond 1994). In general trust is believed to evolve slowly, through repeated interactions of 
increasing satisfaction (e.g. Blau 1964) and through incremental investments and experiences. 
Previous reputation and experienced similarity both in character and values enhance the 
experience of trust (Zucker 1986, Gulati 1995, Jones and George 1998) through the ability to 
predict the other one’s behavior.  
 
Experience of Trust through Values, Attitudes, Moods and Emotions 
Values are general principles or an individual’s guiding system. They are relatively permanent 
and make a setting for the experience of trust. In the sense Jones and George (see Figure 53 
below) discuss values, they resemble the “basic assumptions” used by Schein (1992).  
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Values-based general experience of trust

Attitude-based specific experience of trust

• more stable feelings i.e.person’s guiding principles

• object specific  feelings i.e. beliefs and knowledge

Cognitive-based experience of trust

i.e. past experience, knowledge and  interaction

Moods and emotions-based  specific experience of trust

• current  affective feelings

long-term effect

 short-term effect

              
long-term effect

•experiential and knowledge-based

 
 
Figure 53. Experiencing Trust (based on text of Jones and George 1998) 
 
Shared values have been pinpointed as antecedents of inter-organizational trust. Values can be 
seen as general principles that create a person’s value system. Values guide the person’s behavior 
and the interpretation of events and actions in the surrounding world (Jones and George 1998, 
532). They set a standard for what people strive for. E.g. if a person values competence, integrity 
and openness, s/he attempts to behave accordingly and seeks partners with similar values.  
 
Attitudes are composed of cognition-based trust, which may be based either on experiential or 
knowledge-based issues. In addition to experience attitudes are also composed of more vague and 
very person-specific beliefs and thoughts about other people or organizations (see Jones and 
George 1998, 533). Attitudes shape an individual’s experience of trust and may be seen as 
knowledge, beliefs and feelings about other/s and as means through which interactions with 
others are defined and structured (see Jones and George 1998, 3). They are believed to change 
faster than values (basic assumptions), which are believed to be very profound.  
 
Moods and emotions may play a major role in creating a first impression. First impressions are 
important since they set the tune for the relationship and enhance trust and relationship 
development (Nohria and Eccles 1992, Young 1996, Brown 1998). Moods and emotions may 
have a major role also in turbulent businesses where fast decisions are made in short encounters 
and where the uncertainty and risk are high. Moods and emotions constantly impact on attitudes. 
Moods may be typical to a person e.g. “active”, “excited” or “hostile” (see Jones and George 
1998, 533), and rising and settling down like waves. Emotions are the most temporary, least 
rational and still a very strong element in trust (see also O’Brien 1995).  
 
In the trust creation process the parties exchange thoughts and feelings and are gradually able to 
develop attitudes towards the other. If they are able to take the role of the other, i.e. feel 
sympathy, appreciation and understanding, they may be able to develop an attitude, where they 
see the other as a trustworthy actor. Thus attitudes may be seen as an engine of the evolution of 
trust (Jones and George 1998, 536). 
 
Enforced Cycle in the Evolution of Trust 
Granovetter (1992, 34) argues that “in ongoing relations, human beings do not start fresh every 
day, but carry the baggage of previous interactions into each new one.” The trustor’s propensity 
(ability and willingness to trust) increases as the trustee behaves in a consistent and trustworthy 
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manner (the person’s integrity is evaluated and assessed by the trustor). A trust-creation cycle is 
enforced as the trustee experiences increased trust and is willing to stretch his role and increase 
his own trustworthiness. “One begins with small risks and builds on confirmations: and the 
conferral of trust is facilitated if this is required from both sides, so that the trust of one can find 
support in the trust of the other…Trust has circular, self-presupposing and confirming character 
that belongs to all structures emerging from double contingency. It makes the formation of 
systems possible and in return acquires strength from them for increased, riskier reproduction” 
(Luhmann 1995, 129).  
 
The actors impact iteratively on the trustee’s perceived trustworthiness and the trustor’s 
propensity to trust (see Figure 54). Subsequently the amount of overall trust in the relationship 
increases. 

Trustor’s 
propensity to trust

person/ team

Trustee’s perceived
trustworthiness

person/ organization

Actor’s interaction

Increased perception of
trustworthiness

Increased propensity to trust

 
Figure 54. Interaction Dynamics of Trustor and the Trustee 
 
The components (antecedents) of trust have been studied also earlier (e.g. Blomqvist 1997). Trust 
may not be purposefully created as such. It may be questionable whether it is wise to influence 
the other party’s perception on trustworthiness through impression management, since there is a 
risk of perceived manipulation. Trust emerges more probably as a by-product from other 
activities. Trust is also most fragile and early gaining of a trustworthy image may be easily lost, if 
there is no more a profound reason for trust. “The initial trusting behavior can set off a familiar 
cycle in which trust becomes mutual and reinforcing: Trust allows one to engage in certain 
behaviors, and these behaviors, in turn, reinforce and strengthen members’ trust in each other.” 
(Meyerson et al. 1996, 188). The other party may enact this by trusting behavior and the 
enactment leads to mutual trust (see Figure 55). 
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Figure 55. Initial Trust Leading to Actors’ Mutual Trust 
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Jones and George (1998) see the development of trust as a development path from conditional 
trust1 to unconditional trust (the development may also be backwards even to distrust). The 
parties may initiate a relationship under conditional trust, and deeper insight and knowledge of 
trustworthiness is gained through the process. The authors explain the beginning of conditional 
trust with the difficulty of screening the other persons’ values, attitudes and behavior. It would be 
too costly to try to find out whether the other person really is trustworthy or not at the outset. 
Therefore it pays to learn very carefully under conditional trust and gradually form a better 
picture on the situation. 
 
It is proposed that trust has a self-enforcing nature and the initial trust given by one party may 
lead to mutual trust. 
 
Fragile Trust 
Trust is always fragile and the early, conditional trust works as a testing period. Even minor 
signals2 may create distrust and freeze the interest and attempt to develop the relationship. If the 
parties are not responsive or willing to pay attention to signals, the emerging relationship will 
suffer from negative moods and emotions, which again influence their attitudes. In the case of 
conditional trust the experienced early trust may dissolve by “spiraling down” if favorable 
attitudes change to unfavorable, obvious value incongruence arises and discrepant behavioral 
exchanges or violations of mutually agreed expectations happen. Violations of positive 
expectations cause disappointment, which may raise emotional outbursts. If the trust deteriorates 
enough, one party can no longer take the role of the other and distrust emerges (see also Fox 1975 
and Zucker 1986). According to Luhmann (1995, 128) even minor indications of misuse of trust 
trigger a radical change in the relationship. It is very difficult to retain a relationship with broken 
trust to the conditional level of trust.  
 
When trust has reached the unconditional stage, the dissolution is more complex (Jones and 
George 1998, 537 and 540). The parties share values, which carry positive meanings and mutual 
effect. A relationship based on shared values and trust is more durable. If the parties are able to 
handle minor violations of trust, the “shared and survived troubles” may even strengthen the 
relationship.  
 
The evolution of trust is a self-enforcing process; trust creates trust and distrust creates distrust. 
Trust is also fragile: difficult to initiate, slow to grow but always easy to break. 
 
6.2 Trust in Asymmetric Technology Partnerships 
 
In the following subchapters the role and nature of trust in asymmetric technology partnerships is 
studied. In the interviews managers opened a discussion on the role of trust in asymmetric 
technology partnership formation. Trust was not purposefully discussed or measured directly but 
through related and indirect questions. The managers were asked for example to explain how they 
evaluated potential asymmetric partners they had not met before. However, for many it was 
                                                 
1 In a similar vein, Barney and Hansen (1994, 179) refer to strong, semi-strong and weak forms of trustworthiness. 
The strong form of trust reflects the partners’ values, principles and standards and display their unique history, 
culture or personal beliefs and values. 
2 Signals creating distrust may be e.g. inferences of lacking competence or interest. Also the negative attitudes of 
value incongruence may create distrust. 
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difficult to explain explicitly its dimensions or how they attempted to create trust. Trust was more 
like a very important yet tacit dimension of the relationship.  
 
”For me personally it (trust) means really much…that you can trust. Well some people you can trust, some not. And 
you cannot help that. That is, I want, if I ask for something or agree on something, yes, I want to be able to trust 
another person’s promise.” (Partner manager, Large ICT Company F) 
 
“This is always communication between people even how modern communication media we have. That is helpful in 
sending material, but we need interpersonal trust.” (Account manager, Large ICT Company D) 
 
”I think that trust is extremely important in this subsupplier main supplier relationship. It is evident that we have 
been able to create trusting relationships with subsuppliers. In practice the supplier makes the choice whether to sell 
to this or that company, because they have the resource limitation on the moment. They prefer to sell to one they 
trust more in the long term.” (Director, Large ICT Company A) 
 
” Finally all business is between people and based on trust. We can keep papers as separate documents and 
contracts in order, but morality takes you to fame. You have to have contracts in order; finally they are the basis for 
business. You can go around them (contracts) and give them up, but it is luckily not… It is based on interpersonal 
trust. For example if a company is going to that direction, will it be able to reach that. Will the delivery promised for 
tomorrow be there, will s/he agree with me tomorrow, after one month, what will happen in a crisis situation or 
such… it is difficult to manage…It is all based on trust, on that image and history and else what was expected.” 
(Managing director, Small Software Company Alpha) 
 
In the following subchapters trust is approached from different angles, which appeared as a result 
of empirical discussions and analysis by the researcher. First the relationship between trust, 
cooperation and contracting is analyzed. After that the roles of organizational and individual-
based trust as perceived by the managers in the ICT industry will be explained. Finally the 
different role of trust in small and large technology-based firms will be discussed. 
 
It is proposed that trust is a key criterion in the asymmetric technology partnership formation. 
 
6.2.1 Trust Complements Contracts 
 
In technology partnerships, where large companies and intellectual property are involved, legal 
contracts are necessary. However, it is not believable that any company would agree to contract 
unless it had a sufficient amount of trust on the other party. In management interviews the role of 
trust was clearly emphasized over contracts. 
 
”All practical problems involve human behavior. It is too costly to make perfect contracts, there is always the 
human element involved” (Managing director, Small Software Company Strada) 
 
“Project agreements have been about 7 pages long, it is always a waste of time if we start cooperation by writing 
agreements. It always boils down to good business manners and ethics, it is just the way of the field to write 
agreements. I think that it is the personal chemistry that either works or not, it is not about the agreements. 
Agreements are good as checklists and for the definition phase, responsibilities, pay posts etc.…“ (Manager, Internet 
Technology Net) 
 
“Usually trust is of first most importance in such transaction relationships, and you don’t necessarily need 
something written if you have agreed on something, you write it down later. If you start to change that, then you lose 
trust quite easily and negotiations get difficult. Usually, that you can negotiate, that it is the starting point, that you 
need to be able to trust that. That if someone has said something, s/he will keep it.” (Director, Large ICT Company 
A) 
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”We have an agreement for co-operation, even if that may be only for notice. It is only a paper. It is worth for the 
period of notice.” (Vendor manager, Large ICT Company B) 
 
In many cases it might be, that the actual relationship has began before a contract is signed, but 
large company processes require a formal contract. It seems that if there is trust between the 
parties the contract can be written later. Trust and contracts complement each other. A contract 
does not, however, ensure relationship development. If contracts need to be referred explicitly, 
the relationship may be severely hurt.  
 
It is proposed that in asymmetric technology partnership the formation of trust is more critical 
than a contract. 
 
6.2.2 Roles of Organizational and Individual Trust  
 
It is believed that an organization cannot trust. It is always the members of an organization that 
may trust another organization individually or collectively. Their trust is built on institutional or 
process-based factors. Character-based trust is created only on a personal basis (see Zucker 1986 
for the division of institutional, process-based and character-based trust).  
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Figure 56. Organizational and Personal Trust in Asymmetric Technology 

Partnership 
 
In Figure 56 person A trusts person G in the large firm because he knows his competence, his 
values and disposition. The circled groups have worked together as a team in a joint project and 
they have developed process-based trust based on competence. The small firm’s key persons trust 
also the large firm because of its reputation as a competent player and fair partner. In the small 
firm it is the managing director and only a few key persons who delineate the trustworthiness of 
the small firm. In the large firm there are n + 1 persons and it may be hard to pinpoint all those 
with a potentially an important role, and whose trustworthiness the small firm should be able to 
be assured about. Also, it is common that the employees in the large firm are rotated to new 
positions, thus there is a risk to lose a contact person with a trusting relationship.  
 
“Organizational trust is based on the power, reputation and history of the company. If there is a good history on 
some kind of cooperation, e.g. sales, buying or subcontracting, the good experience creates organizational trust. 
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The individual’s role is to be the interface and represent his/her organization credibly. Also, if the other 
organization has some partnering history with a different unit or with another company, that also gives evidence 
that their partnership processes function, and that they are able to manage partnerships.” (Partner director, Large 
ICT Company B) 
 
It is proposed that some entrepreneurs are able to leverage individual-based trust also in large 
corporations by making the relationship more personal: 
 
“My way to work (with a constantly changing customer organization) is to keep our relationships to contact persons 
very trusting and good. When there are organizational changes having an impact to our cooperation, then my 
contact persons from Large ICT Company B will tell those changes to me (sometimes before the people at the large 
company).” (Managing director, Small Software Company Strada) 
 
Dynamics Between Individual- and Organization-Based Trust 
Interpersonal and inter-organizational trust may develop and affect each other simultaneously, or 
so that either one develops first and impacts on the other. E.g. a new manager with a trustworthy 
character and trusting personality may introduce a “trusting” culture that will be learned and as a 
result diffused into the organization. Managers also learn what kind of behavior is rewarded 
(punished) in their organizations (Whitener et al. 1998). A new manager is socialized to his/her 
new environment and may learn to behave in a trusting and trustworthy manner. The 
organizational culture encourages or discourages managerial trustworthy behavior. If distrust is 
the prominent force, the organizational culture may also enhance or restrain the individual actor’s 
propensity to trust. 
 
“I was given that booklet first… It tells how our company was established and what the values in the beginning 
were. And that has always been very important in this company.” (Partner expert, Large ICT Company F) 
  
“A large firm cannot afford that some employees would start to play their own game. They may do it for some time, 
but then a notable backlash will hit.” (Director, Large ICT Company A) 
 
”It (some individual committing an opportunistic act) is always possible. Certainly s/he would not be here for long, 
s/he would be marked for sure. And s/he would bring very bad reputation for our company…If trust has been 
broken, this is such a hard organization that s/he will have a stigma and everyone in the inner circle knows. That 
has a very big meaning. I have seen that during this 10 years, this organization has turned its back to some cases.” 
(Manager, Large ICT Company A) 
 
Organizations may create institutional trust because of their history and reputation. Large firms 
are perceived as legitimate players and a safe choice: “No one ever got sacked because of buying 
from IBM.” In relation to their employees the large firms may be seen to function as guarantees 
or “reference-platform” for their individual employees. Organizations that value their brands 
very carefully, may also be especially concerned with the behavior of their employees in order 
not to harm the brand. Organizational trust can be characterized as initial trust. If a company has a 
good reputation in e.g. partnering, an outsider may expect to meet competent and trustworthy 
partner managers.  
 
“If you meet some people, of whom you know nothing, whether you can trust what they say… May be, if it is some 
larger firm, it has some track record and you know that you don’t have to think it. It they speak of something you 
know they have the firm behind. But if it is some little firm you know nothing of, what they talk about, then you think 
more carefully if anything will come out of it, if you can trust them. May be not so explicitly, but there is the 
difference that if they have a good reference platform, where the people come from, you trust them more than if they 
came from a small start-up nobody ever heard anything of.” (Director, Large ICT Company A) 



 
 

 

165

 
The impact of individuals as their company representatives is usually strong. Also Swan et al. 
(1985) found that the trustworthiness of the salespersons affected the trust experienced for the 
company. Sako (1998, 29) notes that for an individual-based trust to diffuse to organizational 
trust multiple channels of communication need to be established at various organizational levels. 
Also the individual learning (of the trustworthiness of another company) has to be known by 
others in the trusting company. 
 
”Outsiders who tell of our company….they tell of certain features that can be seen. They are often individualistic 
features, I would say. How our individuals have behaved in certain situations and how the outsiders have 
experienced that. You find many soft ethical issues there, a trustworthy company…” (Manager, Large ICT Company 
A) 
 
An individual who is connected to a well-known organization with a good reputation is also 
respected/trusted as a representative of that organization. Naturally the interplay between 
interpersonal and inter-organizational trust is dynamic and functions also vice versa, e.g. if either 
one deteriorates, this will have a negative impact on the other.  
 
“You know of the organization that for example you can trust this organization because historically you have been 
able to trust it. That one organization does not consist of those individuals, but it consists of that company. And that 
one individual makes promises for that company. If the individual does something that has been wrong, that 
organization will react on that.” (Director, Large ICT Company A) 
 
However, institutional-based trust seems relatively weaker than individual-based trust. It was 
found out that the individuals may even overlook an institutional breach of trust if the individuals 
they trust in that other organization maintain their personal integrity. In the following illustration 
the MD is able to forgive or understand the partner company’s disloyal acts as it is different 
people and in another unit than the one he perceives as their partner. This breach of trust or 
disloyalty does not disturb the double-contingent relationship at the level of the large firm’s 
specific unit and the small firm. 
 
”They have made some strange moves, not the specific partnering unit but the company behind that has started to 
resell some of our competitor’s services and some cases like that. This has seemed a bit strange, but I have not let 
that disturb. They have been different units (not the cooperative unit). Our partner company F is so large, that the 
partnering unit is a unit itself. It is another unit that does it (sells competitor’s services)… It does not mess up the 
cooperation with the partnering unit, with those people. It is such a large company; there are so many people. They 
are little bit like own firms there.” (Managing director, Small Software Company Alpha) 
 
“Small firms experience our specific partnering unit somewhat differently. Even if they have created personal 
relationships with us they may still feel suspicious that the corporation behind us will run over them and take their 
ideas.” (Partner manager, Large ICT Company F) 
 
In the large and established firms it is the organization-based trust that is usually experienced 
first. It may, however, be rather weak trust, but enough to initiate the relationship. It seems that 
individual-based trust is relatively stronger than organizational trust.  
 
It is proposed that the role of organizational trust is weaker than individual-based trust. 
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6.2.3 Individual-Based Trust Enables Asymmetric Partnership Formation 
 
It seems that the role of the individuals is especially important in the very early phases of 
partnership formation. Also Anderson and Narus (1990, 45) note that personal relationships 
within the firm-context may entail more intensity and personal commitment than organizational 
relationships1. Face-to-face meetings are needed to facilitate the strategy development of how to 
deal with specific others. Images are formed on the basis of clues from communication. People 
categorize in order to understand others, e.g. strong or weak, competent or incompetent and so 
on. Based on these images, a model on a person’s motives is created and an interaction strategy is 
developed. Also strong feelings of e.g. trust or distrust are often formed in first face-to-face 
interaction (Nohria and Eccles 1992).  
 
It seems logical that risky relationships in the uncertain and complex ICT sector demand more 
intensity and personal commitment. Also because of the asymmetric nature of partnerships the 
organizational commitment is not probable or common in large firms. Subsequently, a personal 
relationship with individual-based trust is perceived important. Individuals involved with risky 
new business areas containing both technological and market uncertainty face a personal career 
risk in their organization. Therefore, the individual-based trust partly lessens the champion’s fear 
to risk his/her career. 
 
It seems that the individual-based trust and relationship emerges first – and fast – and then the 
boundary spanners decide to experiment on some task together. Some of the interviewed 
managers also explained how they “personalized” the inter-organizational relationship in order to 
create trust and promote their issues.  
 
“Especially the small firms have a personal trusting relationship with us. They are surprisingly often ready to sign a 
contract without consulting a lawyer.” (Partner expert, Large ICT Company F) 
 
 (If there are problems) I tell them what is bothering me and that my boss is asking me what about this now and that 
now I need to put our cooperation into new light soon – could we solve this fast… (Partner director, Large ICT 
Company B) 
 
“An active person is able to create trust. Trust offered obligates the other person to return the trust and an 
agreement is reached faster. Usually one of the negotiators is the driver and the other one follows. Issues (projects 
and ventures) are personalized very easily.” (Partner director, Large ICT Company B) 
 
“I think it is at the personal level. When you send some material then it is the image of the corporate brand. But 
when it is a person to person, then it is the behavior and knowledge of an individual that the evaluation is based 
on.” (Manager, Large ICT Company E) 
 
Trusted Individual Actors Are Needed to Mobilize Resources and Capabilities 
The future uncertainty and potential need for change and adaption stress the individual-based 
trust especially in large organizations. When the partnering firms are very much at the edge of 
development (emerging new technologies, convergence, and not yet visible business models), the 
partnering organizations’ present capabilities only indicate their capability to learn and 
implement, not the capability to deliver future technologies. Changes in strategic direction and 
related knowledge creation may be needed to reach a shared vision. The key individuals and their 
                                                 
1 They argue for this because they believe that in interfirm relationships it is the firm, and usually not the individual, 
who suffers the potential losses. 
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determined and capable action are therefore necessary (but not sufficient) for the success of a 
partnership. 
 
“It rather depends on personal chemistry. Well, I don’t select on the basis of nice people, but on the basis of who is 
nice to work with, who supports me if s/he is asked to. I am ready to invest a little on these things, because they 
mean so much. Because this business is moving so fast, you have to find such trusted persons, trusted companies…” 
(Partner development manager, Technology Venture True) 
 
”Trust is very important. Also much internal recruitment depends very much if we trust that person, if we trust 
his/her competence and way to work. Especially if we go to totally new areas, nobody knows exactly what to do over 
there. We start imaging and foresighting, create scenarios, and start playing that game. Then you have to trust that 
person that s/he is really able to do… we cannot control, suspect or limit. Because then s/he would not succeed.” 
(Manager, Large ICT Company A) 
 
”You can explain it (the critical role of individuals) by the strong role of people in this business. All is based on 
individuals. You have to have the capacity to cooperate and evaluate their knowledge. This business is nothing 
without people. The renewal is so fast. All the IT systems, they are only a support systems. If the company and the 
systems would seem good but not the people, I would not trust that combination much.” (Manager, Large ICT 
Company E) 
 
It seems natural to trust individuals, who are perceived to share the vision of the technological, 
economic and social development and who are capable to mobilize or create (internal renewal or 
external leverage) the complementary capabilities to realize that. As Metcalfe and James (2000, 
42) argue, “great deal of the competitive value of knowledge depends on matters of organization 
and activity.” In similar vein Johannisson (2001) suggests that inter-organizational relations will 
be increasingly enacted through personal networking. In the context of technological knowledge 
we also agree with Ford (1998a, 261) who argues that “the exploitation of technology is always 
initiated by individuals, because only humans have the capacity to understand technological 
content, to find a business application for it and to act.” In accordance with the empirical 
interviews and understanding of the emerging ICT sector the individual actors’ important role in 
the creation of partnership benefits is emphasized.  
 
”Well, we made last autumn a survey among our partners asking about our image and how partners see this. The 
most important message was that our people are trusted as persons, that they can trust our word and if we promise 
something we will do that. I think this all is based quite a lot on a personal basis. If “Jack” were not Jack, this 
would not have come to anything. I have heard from really many partners, that if Jack says something, then things 
work, then they will do it.” (Partner manager, Large ICT Company F) 
 
”I have heard these comments that this is based also on personal relationships. E.g. when we set the common goal, 
our top management agreed on it in a very good cooperative atmosphere. They have also said that they think we 
take good care of our partners.” (Manager, Large ICT Company F) 
 
In the emerging ICT sector the role of individual-based trust is highly important because of the 
inherent uncertainty, complexity and the emerging future. The organizational competencies, 
however promising and valuable, are static and without direction, unless capable individuals 
dynamize them for useful capabilities. It is the individual (champion) who needs to speak for the 
partner and partnership in his/her organization and who needs to create commitment, get 
resources and find the solutions for unexpected problems. 
 
Individual-Based Trust Soothes Managerial Anxiety  
High complexity does not allow rational and fact-based decision-making, but the management 
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needs to deal with approximates and intuition. The role of intuition in management decision-
making is increasing, either consciously or unconsciously. In addition to the argumentation 
above, the high uncertainty, unpredictability and related risks create also anxiety in the 
management (Eisenhardt 1989b). The ability to trust other human beings may create some 
stability and security. On the other hand, individual-based trust also increases the flexibility and 
scope of action. One is able to risk more, if one has trusted individuals who can be counted on in 
unexpected situations.  
 
It is proposed that individual-based trust is an important “threshold” condition in asymmetric 
technology partnership formation. 
 
6.2.4 Evaluation of Trustworthiness 
 
It is believed that parties in an emerging relationship constantly, consciously or unconsciously1 
evaluate trustworthiness from the signals in others’ speech and behavior. As an ultimate goal they 
want to see whether the other party would risk their well being (act opportunistically or in a way 
which is not in mutual interest) or whether they can trust the other party’s integrity in promoting 
mutual good (Meyerson et al. 1996, Tyler and Kramer 1996, Nohria and Eccles 1992, von Krogh 
et al. 2001). According to the interviews, partner evaluation is strongly influenced by the 
evaluator’s personal view. Partner evaluation is done informally and in accordance to tacit rules 
rather than explicitly with systematic evaluation tools and methods. The role, meaning and object 
of trust are always perceived. Both the ability to create trust and the ability to trust are person-
specific.  
 
“This is most contradictory, because I don’t trust anybody. I am a very contradictory person as is my partner. We 
trust only each other and that is why we have done so well.” (Managing director, Small Software Company Strada) 
 
“Net had knowledge of what was possible, what kinds of intelligent applications can be done… Their MD was 
convincing enough. Also the technological expert was hard-working and focused, yet able to say his point.” (Project 
manager, Large ICT Company E) 
 
Effective communication is needed to understand the other party. Emotional aspects and the first 
impression (see Jones and George 1998, Nohria and Eccles 1992) seem to have a strong impact 
on the experienced initial trustworthiness. Understanding and knowledge is needed first to 
understand the other partner’s capabilities and second to decide how much one can trust the other 
(Nohria and Eccles 1992). 
 
”I evaluate a potential partner with feelings anyway. It is the first couple of minutes... First impression is 
important... how they present themselves, wheter they are really interested and, whether they have a vision. I also 
look whether they are able to communicate their vision and have self-respect. It is the feeling…Yes, I don’t know if I 
should have, but I don’t have any systematic way of evaluating them. You listen to their story and evaluate whether 
it is credible or not.” (Partner director, Large ICT Company B) 
 
“Trust is versatile, sometimes it may arise from quite different issues… we see that these guys are especially good in 
this but they have no idea of how to launch that… I feel that these guys could do it. In these new things there are 

                                                 
1 Baron and Markman (2000, 109) propose that “many factors influencing first impressions are not directly under 
voluntary control of the persons involved and are not readily managed by them”, e.g. physical appearance and 
features of speech. 
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often impossible projects, really difficult.” (Director, Large ICT Company B) 
 
As a partner director explains, there are certain facts that are evaluated but the evaluation of 
trustworthiness is a sum of a fuzzy evaluation process. In minicase 4 (see Appendix VI) the 
partners’ evaluation of trustworthiness for asymmetric technology partnership formation is 
described with the participant observant. Trust can be said to “become alive in networks.” Third-
party trust is leveraged not only to create trust but also to find the right people and evaluate their 
trustworthiness: 
 
”We have extremely good networks based on trusting relationships. You know who knows what…It is based very 
much on knowing who knows what and finding the right persons.” (Manager, Large ICT Company A) 
 
6.2.5 Different Role of Trust for Small and Large Technology Firms 
 
Coleman (1990, 185) argues that being an employee of an organization implies trust placed by 
the organization to the employee. Thus employees of large corporations, especially in the high 
positions, may enjoy this “intermediary trust” by others readily placed in them. Coleman (1990, 
185) continues, “in contrast, there is a large set of other persons for whom this is not true… self-
employed persons…” It is suggested that the small technology firms do not have such 
“intermediary trust” based on the organization. Rather, it is suggested that the small firm's 
personality is so strongly linked with the owner's personality that it is difficult to separate them 
(see e.g. Zucker 1986). Thus the small firm’s trustworthiness may be evaluated by the 
entrepreneur’s trustworthiness. This is rational, as the entrepreneur’s personal values strongly 
affect organizational culture (Christensen 1997).  
 
 “My firm’s credibility is my credibility” (Managing director, Multi) 
 
“We may sometimes suffer from being too small, our credibility is sometimes as my (personal) credibility. However 
we have grown and are often the same size or even larger than the department we supply in the large firm. Earlier 
we had a competent manager with complementary practical experience e.g. on financial aspects, he also added to 
our credibility and acted as a good discussion partner to me.” (Managing director, Small Software Firm Object) 
 
It is further suggested that the small firm management needs to consider trust more than the large 
firm management. Start-up entrepreneurs without a track record need to convince their first-time 
customers, banks and other stakeholders to get a chance (see also Aldrich 1999, Johannisson 
2001). Therefore, a small firm manager willing to set up a company and become an entrepreneur 
may also have stronger self-confidence and trust in him/herself (and also in the surrounding 
world) than the large firm management. According to this notion and the recent research, the 
entrepreneurs are also less risk-averse than the large firm managers.  
 
Small firms’ key persons seem to have learned the important role of trust in business through 
experience. Also Casson (1995a, 91) argues that small (family) firms may use reciprocity for 
external coordination. It can be argued that those entrepreneurs having the characteristic and 
capability to create trust have survived. There are some early research results indicating the 
relationship between trust or more widely, the social capital, and entrepreneur success as well. 
Also Aldrich (1999) notes that successful entrepreneurs need to be capable in creating trust. 
According to Aldrich (1999, 233), “trust is a critical first-level factor of founding entrepreneurs’ 
success because, by definition, little evidence exists regarding their new activity.” For small firm 
managers the ability to trust, and especially to create trust is crucial. In order to get a first 
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reference customer, first risk-loan, credible board members etc, they have had to learn to make 
use of the individual trust as a source of power.  
”You can not think at very short term. What you do today will have an effect tomorrow, which might become your 
most important target in tomorrow’s operations. You cannot risk your business for some little thing, for a small 
opportunity gained. You need to think the whole business, that developing this kind of a firm means long term 
considerations and thinking the complete play ground.” (Managing director, Small Software Company Alpha) 
 
“I want to highlight one issue… I am not a quite typical case, because I have been much more successful than the 
average in business, which means that my ways to operate are related to my personality. You cannot write a 
business book on this, how to operate, because each person does best by his or her own personality. I am a very 
lively boy, and much more social than an average Finn.” (Managing director, Small Software Company Strada) 
 
According to the empirical interviews and the previous logic, it may be that large firm employees 
in general put less emphasis on trust. This may be because the large firm employees dealing with 
small firms may not need to consider trust as they have the authority through asymmetric power. 
They may not have learned to leverage individual-based trust in their own organization where 
some initial trust between the employees arising from being part of the same organizational 
setting. Again whilst dealing with outsiders they may enjoy the intermediary and institutional-
based trust from being part of the large corporation. Large firm trust may be more based on 
institutional trust than in small firms, where trust (and the business relationship) is strongly 
individual-based. 
 
”The ability to build trust comes from the ability to be humble. If you have been able to dictate what will be done…It 
will be a long drop and major change in a mental mode to actually listen to what the other person is after and what 
they want and think of them as an equal.” (Partner director, Large ICT Company B) 
 
“(In the large organization) I don’t have to explain where I come from because that is evident. I only need to 
explain the issue…It is always so that new and small organizations have to prove themselves. And when they have 
established themselves, then it will be easier.” (Director, Large ICT Company A) 
 
”They (another new media company) think that they can do another case after one unsuccessful and unfinished 
case. But customer knowledge and trust are key issues.” (Managing director, Small Software Company Zeta) 
 
It is proposed that trust in small firms is individual-based i.e. it is based on the trustworthiness of 
their key persons. It is also proposed that successful small firm managers learn to understand 
and create trust. It is further proposed that if the small firms could leverage also organization-
based trust, they could enjoy stronger trust. 
 
It is proposed that trust in large firms is organization-based i.e. it is based on the reputation, 
processes and size of the organization. It is proposed that large firm employees do not 
necessarily need to learn to understand and create individual-based trust. It is further proposed 
that if the large firms could leverage also individual-based trust, they could enjoy stronger trust. 
 
6.2.6 Trust Paradox  
 
In the ICT sector the environmental predictability is low due to the convergence, complexity, and 
the technological and market uncertainty. Change has been argued to become nonlinear and less 
predictable in the very dynamic or “high velocity” markets (Eisenhardt and Martin 2000, Barney 
1999, Scharmer 2000). To manage the business risk and increase the relative predictability the 
partners may try decrease the total uncertainty by choosing trustworthy partners whose behavior 
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is predictable. They may compare the partner alternatives and the probability of the realization of 
risks and potential benefits. However, prediction based on potential partner organizations is 
difficult as most companies are re-positioning themselves in the ICT value chain. The shared 
“shadow-of-the-future” is most uncertain. Often the companies may be young or in an ambivalent 
stage and thus the partner organizations do not enable prediction either. Subsequently the general 
degree of predictability is low. 
 
”This general complexity and speed... if you explain something to someone, the next organizational change may 
change everything…” (Vendor manager, Large ICT Company B) 
 
”Long-term relationships are very difficult to create, simply that this business is changing so fast. If I commit to 
some partner for long, how in the hell do I know if they will be competent in two years... You just need to get very 
fast further. Time-to-market is important, you need to get fast to the market with those new products. If you are 6 
months late in this business, then your equipment is definitely old. Competition is hard and the technology is 
developing so fast.” (Technological expert, Internet Technology Net) 
 
The high risks and incomplete information both of the ICT environment and potential partners 
make prediction and related risk-management very challenging. Trust is an efficient mechanism 
to manage risks (Arrow 1974) and in high-risk relational transactions high level of trust is 
identified as necessary (Ring and Van de Ven 1992).  
In the ICT sector the partnering firms need trust more than ever, but the industry dynamics give 
little chance to gradual commitment, experimentation and learning of the values, goals and 
capability of the other. The uncertainty and high pace of technological and market change 
themselves contain a paradox for the evolution of trust-based relationships (Figure 57). 
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Figure 57. Trust Paradox in Asymmetric Technology Partnership Formation 
 
Trust seems to be a pre-requisite for high-risk cooperation leveraging diverse knowledge bases 
and intense cooperation. It is needed for asymmetric technology partnership formation, but the 
environmental turbulence in the ICT sector itself contains a paradox for the evolution of trust-
based relationships.  
 
It is proposed that there is a high need for trust in a highly dynamic environment. It is also 
proposed that a highly dynamic environment does not enhance natural evolution of trust. 
 
6.3 Conceptualization of Trust for Asymmetric Technology Partnerships 
 
The aim of this research in trust is to create a meaningful and useful conceptualization of trust for 
this context. Conceptualization should enable a more in-depth understanding of the phenomenon. 
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This research in trust could be described as an attempt to make the invisible visible, or in the 
language of knowledge-management, to externalize and make the tacit managerial knowledge 
explicit via dialogue and analytic thinking. As a result of the lengthy dialogues trust will be 
conceptualized so that it captures the essence of managerial perception and experience of trust in 
this specific context. Thus the concept of trust will get is full meaning through the empirical 
interviews yet the previous conceptualizations and studies on the nature of trust serve as 
conceptual tools. The theoretical construct of trust will be divided into meaningful components 
and the concept is operationalized. As a result some propositions on the nature and role of trust 
will be given. It is argued that trust is a critical factor in the evolution and management of 
relationships, the core of the network economy. 
 
In relation to trust the research question has been to understand the role and nature of trust in 
asymmetric technology partnership formation. In order to do this sub-questions of what the nature 
of trust in this context is (a), how trust can be conceptualized and operationalized for this context 
(b) and why and how trust evolves in asymmetric technology partnership formation (c) are posed.  
 
Trust as an Attribute of the Relationship between a Trustor and a Trustee 
Trustworthy means being worth of the trust of others. Trustworthiness is denoted to individual or 
organizational trustworthiness but trust is always a social concept in the relationship of the trustor 
and the trustee. According to Barney and Hansen (1994, 176) trust can be seen as “an attribute of 
a relationship between the exchange partners and trustworthiness is an attribute of individual 
exchange partners.” The key individuals in the dyad are simultaneously the trustor and the trustee 
(see Figure 58). They both need to be able to trust the other one and be trusted. As trust is always 
perceived, the trustor’s perception of the relative importance of individual and organizational 
trust varies.  
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Figure 58. Trustor, Trust and Trustee 
 
However, even though the perceived trustworthiness and propensity to trust affect each other, 
trust does not need to be mutual. A trustor may trust the trustee and find him/her trustworthy but 
trust does not necessarily be a mutual perception. In an ideal case trust is a mutual perception, 
allowing most relationship benefits e.g. flexibility. Thus, for trust to exist, mutual trust is needed. 
 
Ambiguous and Multi-Dimensional Construct 
Different researchers have given different meanings to trust and in many cases trust has not been 
defined very clearly. Inconsistent and incomplete conceptualization leads to problems in 
operationalization and measurement. Different researchers, seemingly all studying trust yet using 
different conceptualization and operationalization, may actually study different things. 
 
The conceptualization of trust is difficult due to the complexity and softness or ambiguity of the 
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concept itself. Trust is multi-dimensional, social and philosophical in nature. For a good reason 
trust has been even described as “internal” and its experience depends on the person involved. In 
a review of 30 empirical research papers on trust in inter-organizational relationships in 1990-
1999 (Blomqvist et al. 2002, forthcoming) it was found that there is still quite a lot of 
discrepancy in the conceptualization and operationalization of trust. Already the different 
disciplinary backgrounds of the authors (social psychology, economics, marketing, and 
philosophy) may raise some barriers for different researchers to discuss and their research to be 
compared. Also semantics seem to raise misunderstandings as different authors use quite 
different constructs to conceptualize trust, e.g. hope, faith, loyalty and credibility. These are 
actually quite different things (see Blomqvist 1997). Because of the elusive, abstract and complex 
nature of trust, there is a good chance to develop the evolving theory of trust further.  
 
As trust is all pervasive and inherent in multiple contexts, the different contexts, e.g. inter-
organizational relationships or intra-organizational relationships (colleagues or manager-
subordinate) seem to make universal conceptualization difficult, if not impossible. Also the unit 
of analysis and the level - whether inter-organizational or inter-personal trust has been studied - 
has not always been communicated precisely (on critic, see Blois 1999). As indicated in the 
previous subchapters on the perceived and specific trust, trust is context-specific. There are also 
different factors that have an effect on the trustor’s experience of trust. In this study the context-, 
situation-, and task-specificity are proposed to be mediating variables in the experience and 
propensity to trust. 
 
Even though the nature and experience of trust have been described and analyzed in-depth in the 
previous subchapters, all this cannot be included in a definition. In order to conceptualize trust 
meaningfully the concept needs to be operationalized and contain all the necessary elements in 
the perception and feeling of trust – for this context. 
 
Two-dimensional Conceptualization as a Point of Departure 
My approach to trust in this thesis is not to measure trust with Likert scales anchored for example 
from one to five but to create understanding of the components and evolution of trust for a 
manager or researcher to be able to grasp the elusive phenomenon. The conceptualization of trust 
has been developed throughout the study. In the empirical interviews trust was touched upon 
indirectly. The interviewed persons were not directly asked about the components of 
trustworthiness, but they were asked about how they evaluated their potential asymmetric 
partners. At a later stage more direct questions were posed and some of the interviewed persons 
were given the opportunity to evaluate the early conceptualization. 
 
For the context of asymmetric technology partnerships trust has been defined as "actor's 
expectation of the other party's competence and goodwill" (Blomqvist 1997). This definition 
includes the dimensions of competence (i.e. technological capabilities, skills and know-how) and 
the more abstract goodwill that implies moral responsibility and positive intentions toward the 
other. In the technology partner selection the competence dimension is expected to be of primary 
concern. This may be judged e.g. by personal or organizational references, if such are available. It 
could be assumed that competence is a necessary antecedent for trust in the business context, 
especially so in the technology partnership where the complementary technological knowledge 
and competencies are a key motivation for partnership formation. Also Sako (1998), Sako and 
Helper (1998) and Noteboom (1997) have included competence in their definition of trust. 
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However, also signs of goodwill and related expectation of the partner’s positive intentions are 
necessary for a partner to be able to accept risk and a potentially vulnerable position. It is 
assumed that a businessman would not enter a partnership without reasonable understanding of 
the partner’s goodwill. 
 
In order to operationalize a construct the conceptual components need to be placed to an 
empirical and observable context by giving them operational definitions. To have explanatory 
power a construct must reach an observational meaning and be capable of being directly or 
indirectly operationalized. In order to be theoretically interesting the concept must also be 
embodied in a theory. In this research, which may be characterized partly as explorative, the 
conceptualization and operationalization of trust have resulted as a partial result of the qualitative 
research process (see Eisenhardt 1989a). 
 
Direct and Indirect Measures 
Because of the ambiguity related to the concept, trust has been operationalized in various ways. 
Most of the authors studying inter-organizational trust between 1990-1999 used direct measures 
(Anderson and Narus 1990, Young and Wilkinson 1989, Morgan and Hunt 1994) attempting to 
measure the level of trust (e.g. 1-7 scales). Questions like “Do you trust your partner?” “How 
much do you trust your partner?” were used. Direct measures may be criticized because of the 
potential impact on the respondent as giving the right or expected answer. Usually trust is seen as 
a virtue and therefore the respondent may answer as s/he expected to be proper. Also the 
researcher and the respondent may understand the meaning of trust differently. If indirect 
measures are used, trust can be approached indirectly e.g. through respondents’ experiences of 
the partner. Sometimes direct and indirect measures are combined in a measure for trust (Zaheer 
and Venkataram 1995). 
 
Partner Attributes, Antecedents of Trust or Experienced Behavior? 
Trust has been measured through partner attributes, e.g. our partner is competent. Also the 
antecedents of trust (Moorman et al. 1993, Aulakh, Kotabe and Sahay 1996) and bases for trust 
(Sanner 1996) have been studied to indicate trust in the relationship. In addition the factors 
leading to trust (Woolthuis 1998) have been used. Trust has been also operationalized through the 
experienced behavior in the relationship e.g. Do you receive enough information from your 
partner? Does your partner give you advice and help proactively? In qualitative studies (Anoop 
1995) broad questions have been possible, e.g. how important is trust? How is conflict handled?  
 
Empirically-Based Conceptualization 
When evaluating 30 empirical studies on trust in interorganizational relationships, it was found 
that the conceptualizations varied very much (Blomqvist et al. 2002, forthcoming). A 
comprehensive, explanatory and useful definition for asymmetric technology partnership 
formation was not available. Therefore, in this study, one of the goals has been to understand the 
role and nature of trust for the specific context of asymmetric technology partnership formation.  
 
In this thesis the components for the conceptualization of trust were found through indirect 
questions e.g. how do you evaluate your partner? What characteristics do you find important? 
What do you tell and highlight about you and your company when presenting yourself to a 
potential partner? How would you advise a small/large firm looking for a partner to present 
themselves? How should the small/large firm should be evaluated in your opinion?  
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The issue of trust was not touched until in the latter part of the interview. The interviewed 
persons did not pinpoint all proposed factors in trustworthiness, but the basic conceptualization 
seems valid. The ideas behind the components came out both theory and several discussions thus 
creating a coherent view of the components needed for conceptualization. The earlier proposed 
conceptualization of trust (Blomqvist 1997) is plausible, but has been developed further in light 
of the empirical interviews and resulting analysis. As a result, two new components i.e. behavior 
(3) and self-reference (4) were added to the early definition where trust was divided into the 
components of competence (1) and goodwill (2), see Figure 59. For the asymmetric technology 
partnership formation context trust is defined as:  
 
“Actors’ expectation on the capability, goodwill and self-reference visible in mutually beneficial 
behavior enabling cooperation under risk.” 
 

capability

behaviorgoodwill

self-reference

trust

 
 
Figure 59. Components of Trust 
 
As noted earlier, it is only individuals who can trust. However, individuals, teams and 
organizations may be objects of trust. The components in the definition of trust are valid at all 
levels. Thus the capability, goodwill, self-reference and behavior of an individual or an 
organization may be evaluated. In the following subchapters the components of trust are 
conceptualized and explained. Also the interviewed persons’ perceptions of the components of 
trust are illustrated. 
 
6.3.1 Capability as a Necessary Antecedent for Trust  
 
The component of competence in the early definition has been changed to capability to illustrate 
better the future-oriented cooperation and necessary state-of-the-art skills and technological 
knowledge. The partner’s ability to deliver state-of-the art capability also in the future is 
important. The term capability reflects the demanded dynamics in learning and renewal and 
would therefore be a more appropriate term for the context.  
 
In the asymmetric technology partnership formation context capability consists of technological 
capability, business capability and meta-capability to cooperate. Business capability may consist 
of e.g. suitable education, experience and behavior. Technological capability is evaluated also 
through the level of employee education, mastered software tools, reference projects or 
prototypes and e.g. easiness of discussion on the subject matter. In the asymmetric technology 
partnership formation the small supplier’s capability is usually evaluated primarily on the 
technological aspects, however, also some level of business capability adds value. In this context 
the large partner may have relatively more business capability, but also some technological 
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capability is demanded to be able to understand the technology (absorptive capacity). The 
capability dimension of trust is easiest to evaluate if the partner has a track record: 
 
”They believed in our competence, our 10 year history, what we have done and the development path.” (Managing 
director, Small Software Company Zeta) 
 
“Trust in this technology has been sold for over 10 years. This is mathematically very strong, science-based. If we 
act along certain principles, this is very strong. These issues are highlighted.” (Business development manager, 
Technology Venture True) 
 
“Or we have them make some prototype and there you see it (trustworthiness).” (Director, Large ICT Company A) 
 
An organization’s willingness and capability to cooperate can be seen as organization-wide meta-
capability (Miles et al. 2000). The meta-capability to cooperate is especially critical in 
asymmetric technology partnerships. It could be introduced as a third antecedent for the 
experienced capability: 
 
”My role is to create a partner program… I have had now a little more time to create this program, because we 
have noticed that we cannot simply make it without it. Otherwise we will loose very many resources and act in 
uncoordinated way. This can be seen also when you think of trust. It shows immediately to the partner, that these 
guys do not know how to act and the decision-making is slowed down…. Not even the early phase, without a 
coordinated way to act and a way that is documented, it does not work. And if something came out of it, certainly we 
would not seem credible or able to create credibility.” (Partner development manager, Technology Venture True) 
 
Due to the diversity, asymmetric technology partnerships are especially challenging and 
individual effort is needed at various levels (technological experts, strategic and process 
management) in the organization. The stronger the meta-capability for cooperation, the more 
options the organization has. The organization’s present position in the network is also partly a 
sum of the past capability to cooperate. The meta-capability for cooperation enables partnership 
formation and subsequent cooperation. The capability component of trust indicates the potential 
for asymmetric technology partnership formation, but it is passive unless leveraged for 
cooperation. The leverage of the potential capability depends on the other components of trust, 
i.e. goodwill, self-reference and the actual behavior. 
 
It is proposed that capability is a necessary but passive component for trust in asymmetric 
technology partnership formation. 
 
6.3.2 Goodwill Implies Positive Intention 
 
Goodwill implies a more abstract, yet a very important component of trust in asymmetric 
technology partnerships. It has been earlier defined as the “partner’s moral responsibility and 
positive intentions toward the other (Blomqvist 1997). Also Tyler (1996 and 2001) and Sako 
(1998) have highlighted the trustee’s intentions as a source of experienced trustworthiness. Focus 
on the trustee’s intention may explain why some seemingly unexpected and surprising behavior 
may be forgiven and not taken as a breach of trust.  
 
…”You have to know history, what the other has done, but it is not enough to be good now. You have to know if 
s/he has done the right decisions. Not only right business decisions but also justified and ethical decisions. How s/he 
really plays this game, can s/he be trusted. If you have this trust, you know the history; it is very improbable that 
s/he would act totally differently in the future.” (Manager, Large ICT Company A) 



 
 

 

177

In the case of a start-up company there may not be any references available and, hence, 
possibility to evaluate the capability dimension. Then the goodwill component of trust is more in 
focus already at the early phase of the relationship. It is believed that some goodwill trust is 
always needed; very rarely would a businessman deal with another party, if they could not trust 
the other party’s good intentions for mutual gain. Goodwill is perceived in the trustee’s moral 
responsibility indicating the actors’ values, avoiding e.g. opportunistic actions. Moral 
responsibility indicates also that the trustee honors commonly accepted behavioral standards and 
norms.  
 
” Goodwill is the motivation in a certain way… that is the power setting the motion… It is our way, it is not only 
what I say, but it is our way to operate. I think it is a good ”business card” on the market, because these software 
development companies talk to each other. We would loose our good brand quite fast if we behaved 
opportunistically; even when we have the chance to do so. But this is not so shortsighted. If we plan to operate 
somewhere, we need to operate ethically right”… (Manager, Large ICT Company A)  
 
”You can not think at very short term. What you do today to him, that will have an effect tomorrow here, which 
might be your most important target in tomorrow’s operations. You cannot risk your business for some little thing, 
for such a ridiculous little thing, for a small opportunity gain.” (Managing director, Small Software Company 
Alpha) 
 
The goodwill component in trust may be realized either in positive behavior or a withdrawal from 
negative behavior. Withdrawal from potentially negative behavior means that the one party will 
not exploit the other party’s vulnerability, even if s/he had the opportunity to do so. Positive 
goodwill behavior is experienced when the other party does something for mutual good or even 
the partner’s interest only.  
 
“Me and my boss helped people at Net to ask the right questions and present the right things, as we knew what we 
wanted and what they could deliver... They had worked hard for us and we wanted to help them.” (Project manager, 
Large ICT Company E) 
 
The trustee’s approach to the partner e.g. genuine interest in the other indicates that the person is 
not solely self-centric but able to cooperate in a win-win mode where both partners’ needs are 
taken into consideration. Care and concern (von Krogh 1998) indicate a proactive approach 
where the trustee has a wider perspective than solely individual gain in mind. Also the ability to 
understand and respect the other person or company’s position indicates an ability to relate to 
others. 
 
The goodwill component of trust has been divided into the sub-components or antecedents of 
moral responsibility, interest, care and concern, understanding and respect and positive 
intentions. These sub-components indicate the trustee’s attitude towards the trustor and the 
relationship. They also set a basis for affective trust i.e. the emotional type of the experience for 
trust. Their role and relative weigh may vary according to different relationships and individuals. 
However, they logically complement each other and create a unified experience of goodwill. The 
goodwill component in trust is perceived as an active component as it contains the positive 
intention toward the other. 
 
It is proposed that experienced goodwill is a necessary and active component for trust in 
asymmetric technology partnership formation. 
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6.3.3 Behavioral Dimension Fulfills the Intentions 
 
”Trust emerges more from behavior. If you have done well then you know that you have created trust. I don’t think 
that an attempt to create trust could be any point of departure. Trust emerges on what you have done, how you have 
acted.” (Director, Large ICT Company A) 
 
Signs of goodwill are necessary for the trusting party to be able to accept a potentially vulnerable 
position. Already at the very first meetings the behavioral dimension of trust is present in signs 
and signals, e.g. what information is revealed and in which manner. Thus the capability and 
goodwill become visible in behavioral signals of trustworthiness (see Figure 60).  
 

goodwill

behavior

capability

behavior

capability

goodwill

 
 
Figure 60. Development of Trust through Layers of Trustworthiness 
 

Along time, when the relationship is developing, the actual behavior1, e.g. that the trustee fulfills 
the positive intentions adds to the trustworthiness (Bidault 2000, Lazaric and Lorenz 1998b). 
Through the partnering process (along time) the actual behavior, e.g. kept promises become more 
visible and easier to evaluate. Consequently the trustor may understand and evaluate the trustee’s 
behavior in respect to his intentions. This requires naturally that the trustee has been able to 
communicate his or her intention to the trustor. The role of communication and transferred 
intention, e.g. a vision of the cooperation becomes critical. 
 
”We have built this all on strong relationships and we have earned them not on school merits but on successful 
cases and doings… that is we never leave a employee or customer or partner in trouble. Whatever they need, if it is 
important for them… I could do that. That is our philosophy.” (Managing director, Small Software Company Zeta) 
 
(Trust is) “To act as the other party expects you to act, taken into consideration what you have done and said… 
when the other party knows what you have done and what you have said. It is not only the word but how you have 
acted and done in similar situations. It has to be predictable.” (Director, Large ICT Company A) 
 
Fukyama (1995, 27) introduces also the term spontaneous sociability referring to a capacity to 
form new associations and cooperate within the terms of reference they establish. Aldrich (1999) 
notes that especially in the start-up company context drawing on social skills, framing and editing 
behavior and intentions with trusting parties may enhance trust. Also Baron and Markman (2000) 
propose that successful entrepreneurs have strong social skills enabling them e.g. to establish 
partnerships. 
 
“I am not a typical case. I have done better than the average in business. I am a very lively boy and a much more 
social person than the average. I never lie, I may not tell everything…” (Managing director, Small Software 
Company Strada) 
 

                                                 
1 Miles et al (2000, 306) mention a behavioral protocol or a code of organizational etiquette to enhance trust and 
cooperation. 
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”When I have a discussion with somebody, I can usually create it (trust) very fast. It depends on what I want of the 
meeting, but usually I can make it very fast. I don’t know how. I mean I don’t think of how I create it. I am just 
myself. May be I am more open and social than many other people. May be I get fast further.” (Managing director, 
Internet Technology Next) 
 
It is proposed that individuals draw inferences on the other person’s trustworthiness by 
observing their behavior either consciously or unconsciously. It is also proposed that consistent 
behavioral signs and signals indicates the other party’s intension. 
 
6.3.4 Self-reference as a Foundation for Connection and Equal Cooperation 
 
Self-reference is a rather complex but useful concept to understand trust in asymmetric 
technology partnerships. Luhmann (1979) has introduced the concept in the context of autopoetic 
(self-renewing) systems. Self-referential systems (e.g. human beings or organizations) are 
basically autonomous and independent of the environment. The system sets apart the 
environment and itself by conscious distinction of what the system is and what it is not (Luhmann 
1995). Thus the system becomes aware of its identity and capabilities in relation to others. Self-
reference is demonstrated in the system’s ability to define “one’s own existence, the basic idea 
for being and doing, values, principles and goals” ... “knowing what is important and 
meaningful”…“prioritizing”, using others as reference and by self-reflection (Ståhle 1998, 94). 
Thus the word “reference” in the concept self-reference means the system’s ability to use others 
as a reference to self, to relate and learn from them.  
 
A system with a strong self-reference may be able to manage the uncertainty and change and 
leverage better in a complex and turbulent ICT environment. For the asymmetric technology 
partnership and innovation the heterogeneous knowledge and capabilities are crucial. In 
asymmetric technology partnerships the self-reference concept can be seen both at the 
organizational and at the individual level. Strong self-reference gives a realistic basis for 
complementary (learning) relationships and also assures other people from the trustworthiness of 
the person or organization. According to Harisalo and Miettinen (1997, 8; originally Posner 1993, 
273) the secret of trust as an inexhaustible dynamo is that people first have to discover their own 
selves and then appreciate the diversity of others. This is closely related to self-reference, 
enabling a person to relate with other people at equal level in order to learn of and with them, to 
renew and develop herself/himself. Subsequently, it is a basis for open and meaningful 
communication, learning and knowledge creation. 
 
“That trust comes automatically in a certain way there. First you appreciate the other person’s knowledge and the 
other person also appreciates your knowledge and experience…the basic rule is how you treat those people. 
Remember to honor them.” (Manager, Large ICT Company A) 
 
”First (when introducing your company to a potential partner) you need to have focused your business so that the 
other party understands that and sees it clearly. Then they can see my role, my firm’s role and how we will work 
together… and what they need and can get from my company… ”  
(Managing director, Small Software Company Alpha) 
 
In asymmetric technology partnerships the individuals and organizations can be referred to as 
self-referential, if they are aware of their identity, capabilities and values. Thus they have a strong 
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individual or corporate identity1 and related self-confidence. At individual level a human being 
with strong self-reference is “mature” and aware of his/her strengths and lacks. A person with 
strong self-reference has also strong self-confidence2. It is proposed that trust or lack of it is rather 
easily visible to others. If an individual trusts and has self-confidence that s/he is able to manage, 
probably also others are willing to trust their business to this person or organization. A person 
with low self-confidence, seemingly not sure of her/his capabilities, is bound to create mistrust. 
Similarly, lack of trust at the organizational level is bound to become visible to external parties. 
At the organizational level an organization that is aware of its strengths and weaknesses may 
build on its strengths. Weaknesses can be balanced by leveraging external complementary 
capabilities or possibly also developed internally (with time). If the system knows what it is good 
at and what it lacks i.e. what it can learn from others and what resources it may need the choices, 
e.g. the perception of its capabilities and needs, are mature. Nelson (1991, 69) argues that “to be 
successful in a world that requires the firms to innovate and change, a firm must have a coherent 
strategy that enables it to decide what ventures to go into and what to stay out of.” 
 

self  reference
(individual or  organizational  identity)                       

Antecedents Outcomes

Individual level

Organizational  level

• Mature perception of individual 
weaknesses and strengths

• Clear individual values
• Equity

• Mature perception of  organizational
weaknesses and strengths (swot)

• Clear values and culture

• Self confidence 
• Direction
• Priotizing (ability to make choices)
• Double contingency

• Self confidence 
• Strategic intent
• Business plan 
• Double contingency
• Ability to select partners

Consequences

Organizational 
meta-capability to cooperate

Ability to connect with others

 
 

Figure 61. Antecedents, Outcomes and Consequences of Self-reference at Individual 
and Corporate Levels  

 
It is proposed that experienced self-confidence impacts on experienced competence and goodwill. 
Self-reference enables the individual or organization to connect to other actors and to cooperate 
(see Figure 61). Corporate culture and capabilities create a basis for corporate identity. At the 
corporate level self-reference is the basis for strategy and business plans. Also a clear strategic 
intent and subsequent integrity in action3 form parts of self-reference. Without a clear self-
reference recognizing the right partners (strategic and cultural compatibility) and establishing 
partnerships is difficult4: 
 
“ I have said many times it takes time before I understand from which angle to look at the partner’s role. If you 
think of our partner X - they are quite in a different club and one of the central partnerships, which we need and 

                                                 
1 Metcalfe and James (2001, 48) discuss a firms’ self-image as a critical factor in interfirm cooperation and 
knowledge transfer leading to more or less easy retaining of their distinctive identities. 
2 Also Doz and Hamel (1998, 144) argue for the critical role of individual boundary spanners’ self-confidence in 
providing clarity and flexibility. 
3 At individual level this means that the person can make meaningful choices, s/he has a direction and behaves in 
accordance (with integrity). 
4 Unclear roles in the value chain would increase the fear for direct competition instead of cooperation. Also the lack 
of internal trust within the organization became easily visible to external parties through boundary spanners 
comments and poor exchange of internal information or seeming lack of internal cooperation. In similar vein the 
unclear strategy and focus may have slowed down the actor’s capability to establish complementary partnerships. 
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without which our concept does not fly…As I said of this game, it was not clear from the beginning…” (Partner 
development manager, Technology Venture True) 
 
“We have had interesting firms in the (partnering) process. They have been in touch with two persons with us. If it 
passes little, they (the boundary spanners) don’t really look into it, they think it is not my job to look around the 
company to see if we want to partner with them somewhere else in our organization. At the same time the small firm 
management is happily expecting to partner with us just any day. As a result they become very disappointed and go 
to the next company… We cannot say that we don’t want to partner since we don’t know, whether that is the case…” 
 (Partner director, Large ICT Company B) 
 
In organizations with strong self-reference the NIH (not invented here) phenomenon or other 
inward bound attitudes and behavior making inter-organizational relationship formation difficult 
are less probable. Similarly to capability, also self-reference is a passive component of trust. It 
enables the actor to trust, be trusted and to cooperate but does not indicate of the intentions or 
behavior in relation to a specific relationship. 
 
It is proposed that an individual or organization with a strong self-reference is able to recognize, 
maintain and develop the heterogeneous strength in its identity, yet connect and cooperate at 
equal level with diverse and complementary actors. 
 
Indicators and Components of Trust 
In Figure 62 the indicators for various components of the trust construct are illustrated. 
Capability is a necessary component for trust in business relationships, but not sufficient. 
Capability indicates the trustee’s technological and business capabilities, and also in the meta-
capability to cooperate. In the asymmetric technology partnership they are important indicators 
for a potentially successful cooperation. For a trustor to accept a potentially vulnerable position, 
s/he must experience goodwill in the form of moral responsibility and positive intentions. 
Goodwill can be experienced in the trustee’s interest, care and concern, as well as understanding 
and respect for the trustor. The trustee’s actual behavior enables the trustor to evaluate trustee’s 
capability and goodwill; they become more clearly observable. Actors either consciously or 
unconsciously observe the signals and signs in the interaction. Sociability and open 
communication enhance interaction and provide information for the evaluating trustee. Follow-
through of actual promises is perceived as an important indicator for trustworthiness. The 
trustee’s willingness to learn, ability to adapt and commit him/herself indicate his/her interest and 
willingness to invest in the relationship. The overall ethical approach in behavior is perceived 
also critical, indicating the person’s general moral responsibility.  
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Figure 62. Indicators and Components of Trust 
 
Self-reference is the underlying component enabling actors to connect to other actors and an 
organization to establish mutually beneficial cooperative relationships. It can be understood as an 
individual or organizational identity containing clear values and culture, as well as mature 
perception of capabilities. Awareness of the capabilities and values enables connection to other 
actors with complementary capabilities and compatible values. At the organizational level this 
means that e.g. a large corporation has identified its capabilities, i.e. its strengths and weaknesses. 
Subsequently it is easier to recognize the needed complementary capabilities making partnering 
easier. The actor’s integrity demonstrates certain stability in thoughts and behavior, i.e. clarity in 
strategic direction. If one partner has integrity in its behavior the other does not need to fear it 
becoming a competitor. Openness of communication and strategic intent is critical for the 
evolution of trust for the partner’s integrity. Partly this also impacts on the experienced business 
capability i.e. that the potential partner has a clear and sensible strategy with respect to its 
capabilities. 
 
Passive and Active Complementary Components 
The components for trust can be seen as complementary. In an ideal case all these components 
would exist. However, their role and meaning vary in each case and according to each evaluator 
as trust is both person and situation-specific. Capability is the basic demand for asymmetric 
technology partnerships. It is also rather easy to evaluate, especially if the evaluator has some 
knowledge of the partner’s knowledge area. Capabilities are, however, static resources if the 
partner does not have the meta-capability to cooperate and willingness to do it. Thus also the 
goodwill dimension is needed for mutual cooperation to evolve. According to some of the more 
experienced and conscious managers also the goodwill dimension can be evaluated from the 
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discussions in the very first meeting. The goodwill component of trust means that the actor 
reaches out and is concerned of the potential partner’s needs and wants. S/he is willing to play the 
so-called win-win game. However, goodwill is not possible if the actor himself does not have a 
clear self-reference, enabling connection at equal terms.  
 
Self-reference impacts on the other components: the actors’ meta-capability to cooperate, ability 
for understanding and respect (equity), as well as behavioral integrity. If the behavioral 
component is seen as a top layer of experienced trustworthiness, then self-reference could be seen 
as a basic underlying force impacting on all other components. Self-reference is a critical 
component in trust because it both impacts the other components and directly the experience of 
trust. 
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Figure 63. Components of Trust in Asymmetric Technology Partnership Formation 
 
The components of trust in asymmetric technology partnership formation can be seen also in a 
hierarchy. The actors’ self-reference and capabilities are the passive yet necessary pre-requisites 
or enablers for mutually beneficial cooperation. Goodwill and behavior indicate the actors’ 
intentions and enable asymmetric technology partnership formation. Thus they are the more 
active components of trust. 
 
Conceptualization and operationalization have been created as a result of the research process 
where the theoretical and empirical materials has been intertwined. Conceptualization for this 
specific context was a research goal. However, it is believable that the conceptualization of trust 
and the explanation of the nature of trust valid through analytic generalization in other cases 
where diverse actors gain for future-oriented cooperation. 
 
6.4 Fast and Individual-based Trust  
 
In this subchapter the trust that is experienced and created fast is analyzed. As noted earlier, the 
conventional wisdom and most of the trust-related literature views trust as a result of incremental 
relationship investments and shared history. Having the time for interaction, incremental 
investments and experience of productive exchange is considered crucial (Van De Ven 1976, 
Bucklin and Sengupta 1993, Lewicki and Bunker 1995, Miles et al. 2000, Ring 2000, Nahapiet 
and Ghoshal 2000). Here this traditional perception of trust is not denied, but because of the 
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evident “trust paradox” (see 6.2.6) the incrementally developing trust is simply not possible in the 
uncertain and complex ICT sector, where the relationships are tentative and the fast pace of 
technological change may suddenly demolish the value-add of the partner’s present capabilities. 
Also the empirical interviews strongly indicated the critical role of individual-based fast trust. 
 
The new type of “fast trust” or “swift trust” presented here has been found in some temporary 
groups1 (R&D projects, theatre groups, Red Cross task force, in Meyerson et al. 1996). 
Temporary groups have no shared history or shadow-of-the future for future relationships. They 
consist of diverse people with complementary skills and therefore trust based on similar 
characteristics, e.g. professional background does not enhance relationship creation. According to 
Meyerson et al. (1996, 18) “swift trust may be a by-product of a highly active, proactive, 
enthusiastic, generative style of action.” Also McKnight et al (1998) have modelled conceptually 
the high initial trust by combining several trust-related constructs and two cognitive processes. 
Jarvenpaa et al. (1998) found empirical evidence for swift trust in global virtual teams. They 
describe the role of swift trust “The swift trust enables members to take action, and this action 
will help the team maintain trust and deal with uncertainty, ambiguity, and vulnerability whilst 
working on complex interdependent tasks with strangers in a situation of high time pressure.” 
 
According to Cohen and Fields (2000) the trust found in the Silicon Valley is specific and 
somewhat similar to this. It is not based on common history but rather on reputation and it is 
generated by performance. This performance-based trust is more open to outsiders, and can be 
extended to other cultures and even people with different ideas Civic engagement remains a 
secondary source for trust, as the Silicon Valley is considered as a “a world of strangers” (Cohen 
and Fields 2000, Kenney 2000). In a sense also the Silicon Valley context for performance-based 
trust resembles asymmetric technology partnership formation, where diverse cultures, ideas and 
knowledge are intertwined. The role of continuous performance is important also for asymmetric 
technology partnerships, where the benefits are evaluated constantly and individual boundary 
spanners have an important role in e.g. mobilizing the organizational resources. 
 
Clear and narrow roles (buyer, engineer, lawyer, technological specialist) enable fast inferences 
based on stereotyping. In settings where there is little time for people to learn to know one 
another, expectations defined in terms of categories are likely and rational (Meyerson et al. 1996, 
174). Subsequently, fast categorization to clear roles is believed to create fast trust. E.g. a 
technological specialist should know the “language” and be able to answer technological 
questions. A partner director for a large firm should probably look and talk business-like2. In 
Table 9 also some other antecedents for fast trust found in earlier research are presented. 
 
Table 9. Antecedents for Fast Trust found in Earlier Research 
 
Authors Antecedents for Fast Trust 
Goodman and Goodman 1976 
Meyerson et al. 1996 

Clear roles enacted by people 

Goodman and Goodman 1976 Interdependence 
Goodman and Goodman 1976 Uniqueness and significance of the task 
Goodman and Goodman 1976 Clear goals 

                                                 
1 By temporary group is meant “a set of diversely skilled people working together on a complex task over a limited 
period of time” (Goodman and Goodman 1976, 494). 
2 On organizational roles in drafting cooperation, see also Doz and Hamel 1998, 144. 



 
 

 

185

Goodman and Goodman 1976 Continuous interrelating 
Meyerson et al. 1996 Credibility and reputational capital of the contractor 
Meyerson et al. 1996,  
Zucker 1996, Aldrich 1999 

Institutional mechanisms and legitimacy through certificates 

Coleman 1990 
Aldrich 1999 

Use of strong ties and network brokers, i.e. third-party trust  
Intermediaries 

Meyerson et al. 1996 Social proof from others behaving in a trusting manner (trust is present) 
Zucker 1996 Institutional trust, e.g. organizational history 
Meyerson et al. 1996 Depersonalized, presumptive trust based on belonging to the same group 
Meyerson et al. 1996 Optimism and basic assumptions of the trustee 
Meyerson et al. 1996, 
Baron and Markman 2000 

Ability and willingness to improvise (adapt) if change is needed 
 

Aldrich 1999 Use of experienced executives from established industries 
Aldrich 1999, 
Baron and Markman 2000 

“Impression management”, framing and editing behavior and intentions 
with a vis-à-vis the trusting parties 

Aldrich 1999 Stories offering the vision, drawing on social skills 
Aldrich 1999 Cognitive legitimacy may be enhanced through connection to existing 

knowledge through the use of symbolic language and behavior 
Cohen and Fields 2000 Performance 
Jarvenpaa et al. 1998 Task-orientation, proactiveness, positive tone, role division, clear task 

goals and the specificity of the task 
 
In addition to clear roles, interdependence and the significance of the task motivate partners 
through lowering the experienced risk and increased commitment. Clear goals make the 
evaluation of the task, the related risk and the partner’s potential performance easier. Continuous 
interrelating enables partner auditing. Credibility is a critical source for trust and increases 
predictability. Institutional mechanisms and third party trust decrease the experienced risk 
through proof that someone else has audited the other party, and subsequently enhance fast trust. 
In a similar vein social proof in the sense that one experiences others behaving trustingly 
enhances fast trust. Institutional trust i.e. trust placed in the institution, e.g. the reputation, 
performance and history of an organization may create a platform enabling fast trust. Social and 
characteristic compatibility or belonging to the same group, i.e. engineers may, also enhance fast 
trust. When trust is perceived, also the trustee’s basic assumptions impact on the experienced 
trust in general and also whether fast trust may emerge. The ability and willingness to improvise 
enhances fast trust, probably because such a person is perceived as capable of managing 
unexpected situations. Experienced managers may be leveraged to create fast trust. Impression 
management, i.e. the actor’s ability to frame and edit his/her behavior is also seen to increase fast 
trust. This may be understood as the actor’s capability to understand the interest and role of the 
other. In general the individual’s social skills and communication are seen as important in 
creating fast trust. As indicated earlier, the actor’s and his/her organization’s performance is a 
clear indicator enhancing fast trust. 
 
In asymmetric technology partnerships there may not be clear goals, or the nature of the 
cooperation is such that goals may change during the cooperative project. Because of the 
asymmetry, mutual dependency is only possible at the individual level. Third-party trust is 
leveraged and small firms may not have organizational history to create institutional trust. 
Boundary spanners may or may not belong to the same group, e.g. be engineers. Basic 
assumptions vary both at individual and at organizational level. According to the empirical 
interviews the social skills, intense interaction and communication seemed to be important 
factors in creating fast trust. A shared vision was found to be the most critical issue for the 
evolution of fast trust (see also 7.4.4). 
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6.4.1 Fast Trust Is Evaluated by Inferences 
 
Swift or fast trust is described as artful making do with a modest set of general cues from which 
inferences are drawn about how people might care for what we entrust to them (Meyerson et al. 
1996, 191-192). Fast trust seems to be evaluated through inferences rather than profound 
evidence. Intuition and rationality are combined in evaluating trustworthiness. A person may 
probe the other one’s trustworthiness with certain questions (on e.g. capability and ethics). Tyler 
and Kramer (1996) refer to “intuitive auditing”, which seems similar to a continuous assessment 
of trust. Individuals maintain mental accounts regarding the perceived history of trust-related 
behaviors involving self and others. Nohria and Eccles (1992, 292) draw on work by Collins 
(1987) and argue for the efficiency of face-to-face interaction: “participants reveal to one 
another and interpret their roles and identities, their intentions, and the meaning of their 
action”…. Von Krogh et al. (2001, 37) explain the role of emotion and emotional categories (e.g. 
cunning and competitive or trusting and respective) used in judging social relationships and 
impacting on cooperation.  
 
“You need to separate emotions and facts. Emotional aspect is strong when you meet people and facts how the 
cooperation proceeds in reality. You need to set goals and follow them up. This is how trust evolves.” (Manager, 
Large ICT Company E) 
 
In this thesis the interviewed large firm managers explained how they evaluated their potential 
partners fast and rather intuitively, based on fast evaluation of capabilities, goodwill, self-
reference and behavior. The interviewed small firm managers also stressed the critical role of the 
large firm’s key persons and boundary spanners impacting on their willingness and propensity to 
cooperate (see 6.2.4): 
 
“It is the first 1 to 3 minutes within which the other person decides if s/he can trust his company’s processes, and 
future turnover to your hands. Trust is created much at first sight, determined by what the other person is capable 
of. If the person is good, the organization-related uncertainties are left behind…If the person driving the 
relationship is not credible and able to create trust and mutual understanding fast, potential partnership formation 
enters the slow track.” (Partner director, Large ICT Company B) 
 
”He is like me and he thinks like me. He is very straightforward, has an honest way of thinking. He is very honest, 
open and a good example, actually better than me. When we were drinking very late he came early in the morning to 
the seminar. I thought he must make a good MD… Just right kind of a person. I would say he had right kinds of 
values in life. Clean motives…Of course I need the concrete criteria for decisions. But in the beginning it is the 
image. I have already decided that this is the good thing and then you go forward.” (Managing director, Internet 
Technology Next) 
 
“May be someone has called my company and finally he is directed to me. I want to see if they have something that 
interests me and if they are capable. Self-confidence and activity is important. A good supplier is professional, keeps 
promises, is fast and quality is what has been promised. It would be very good if a small firm could be professional 
in telling of their competence, not only on technology. The chemistry must work also.“ (Account manager, Large 
ICT Company D) 
 
According to interviewed managers the negotiations either advance fast, or stop if the person is 
not satisfied with the answers. Then the turn to take the lead in the relationship building is given 
to the other one, as the initiator hesitates (due to lack of fast developing trust). This may slow the 
development of the relationship remarkably or even create a situation that the relationship never 
develops further and the chance in the volatile and turbulent environment is passed by.  
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”I evaluate a potential partner with feelings anyway. It is the first couple of minutes. Then, if it goes all-wrong... The 
first impression is important to how things will go...and then with how short term they will present, are they really 
interested and do they have a vision. I also look if they are able to communicate their vision and have self-respect. It 
is the feeling…Yes, I don’t know if I should have, but I don’t have any systematic way of evaluating them. You listen 
to their story and evaluate whether this was credible or not.” (Partner director, Large ICT Company B) 
 
”I would not say that this is mechanistic but it is an acknowledged thing. First you have the interest to find out what 
the other person knows, where s/he is good. That is clear and often done. But then you choose your questions in 
accordance with the person you have in front of you. You have an intuition that the other one is not a right kind of a 
person. You decide automatically that nothing will happen here. You decide to stay waiting and let the other person 
take the lead in developing the relationship …” (Manager, Large ICT Company A) 
 
”At personal level the uncertainty gets much lesser. Of course, when you have little time you need to be fast. I mean, 
that trust will emerge, if it is to emerge.” (Managing director, Internet Technology Next) 
 
Also Ford (1998a, 26) emphasizes that “many relationships fail to develop at all after an initial 
contact, others are short-lived either because their usefulness disappears or because either party 
is unable or unwilling to develop them.” He also notes that at the early exploratory stage of a 
business relationship “the two companies need to learn about each other as people to reduce the 
considerable distance between them” (Ford 1998a, 34). Ford’s view supports well the findings of 
the asymmetric technology partnership formation where the need for fast and individual-based 
trust is argued. 
 
6.4.2 Fast Trust in Comparison to Incremental Trust 
 
Incremental trust is based on deeper cognitive knowledge and behavioral experience of the other. 
It is based on both institutional and personalized trust. Incremental trust includes more in-depth 
evaluation of the other party’s goodwill, which the fast trust rather eliminates. The goodwill 
elements of the trust are difficult to evaluate fast in a brief interaction. Incremental trust is thicker 
and more resilient than fast trust (see Figure 64).  
 

• Enables and initiates a relationship
• Creates interest and enables initial investments
• Thin and fragile, conditional 

• Makes the relationship more durable
• Enables risk and adaptation
• Thicker and more resilient, even unconditional

Personalized Fast trust Incremental  trust

 
 
Figure 64. Comparison between Fast and Incremental Trust 
 
According to Meyerson et al. (1996) fast trust (as described by them) is not so much an 
interpersonal form of trust as it is a cognitive and action form of trust. It is less about relating and 
more about doing. If people act through their roles rather than as whole personalities they are 
more narrow, standardized and easier to evaluate through stereotypical thinking. Also, they do 
not risk so much as when they act through their personality (see Meyerson et al. 1996, 181, Doz 
and Hamel 1998). If there is lesser risk and commitment it is easier to trust fast. In the role-based 
fast trust the expectations are driven by fast inferences based on individual characteristics and the 
role. Individual trust based on knowledge and expectations beyond the actor’s narrow role 
(personalized trust) may be much more complex to infer. 
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Experimentation Demands Personalized Individual-Based Fast Trust 
Stronger and more durable trust may develop if the actors are able to tolerate uncertainty and 
learn to know each other also beyond their professional roles. If the task is challenging (complex, 
demanding diverse knowledge and speed), staying in a pre-set narrow role may not allow as close 
and open interaction as would be necessary for information exchange and knowledge creation. 
Extending the narrow occupational role could allow more full and empathetic information 
exchange (see also Meyerson et al. 1996, 172). Also, having more information of the other person 
could allow stronger trust to develop. This is in line with the notion that the ability to trust comes 
somewhat from prediction: the more we know about the other person, the better we may predict 
his/her options and future behavior. As described earlier, trust is both person- and context-
specific.  
 
“By saying that I don’t necessary trust anyone I mean that the relationship between me and that person is however 
only a business relationship. It is a relationship of an employer or employee or colleague, and I see that each 
person’s values, if they are anything like mine, there are so many things that are higher in priority than this. I trust, 
as far it is sensible… you have to understand that when a person gets in to a tough place there are many things 
going over that (Trust). And you should not be disappointed, it only is like that.” (Managing director, Small Software 
Company Strada) 
 
It would seem more productive if individuals could meet openly at a personal level and get as 
deep and fast into complex problem solving as needed. Personal relationships are also believed to 
be more resilient (Meyerson et al. 1996). Shared values promote synergistic social behaviors and 
organization-specific investments (Schein 1992, Nonaka and Konno 1998, Jones and George 
1998). People are also willing to seek help and exchange information freely when they are not 
afraid of being mistreated or losing the power of knowledge by sharing it. Shared values lead to a 
trusting atmosphere, which allows people to show their own needs and personalities, since they 
are not afraid of being exposed at any way. As a result a high degree of personal involvement 
may evolve and promote the joint effort e.g. teamwork (See Jones and George 1998).  
 
If there is chance for personalized individual trust to emerge, the resulting trust is probably 
thicker and enables high risks and high-stake actions. Goodman and Goodman (1976, 494) argue 
that role clarity would inhibit professional growth and innovation whereas blurring each 
member’s role enhances innovation. Similarly it is argued that in situations where flexibility, 
creativity and open-mindedness are important the more flexible roles bring benefits. This is valid 
also for asymmetric technology partnership formation, where actors search for synergistic 
benefits from diverse knowledge bases. 
 
A clear and narrow role enables role-based fast trust based on inferences on the other party’s 
competence. A clear and narrow role fulfils the capability-dimension of the experienced trust. 
Also information on institutional trust may be drawn. Institutional trust may act as a platform for 
creating either personalized or role-based fast trust necessary for transactions. However, 
institutional trust will not probably give room for any high-stake fast actions in a high-risk 
environment. In this case the institutional-based trust is more thin than thick.  
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Figure 65. Personalized Fast Trust Enables Risk-taking and Experimentation 

Needed in Asymmetric Technology Partnership Formation 
 
In comparison to role-based trust, personalized fast trust is probably stronger, but fragile (see 
also Lewicki and Bunker 1995). According to the empirical interviews, personalized fast trust 
may be a necessary threshold condition for an exchange relationship to emerge in asymmetric 
technology partnership formation. Personalized fast trust enables the open tasks and risk-taking 
inherent in cooperative experimentation (see Figure 65). In the converging ICT sector asymmetric 
technology partnerships seem still conditional and tentative, even when the personalized role 
enables intense communication, flexibility and full concentration on the task. 
 
“It (fast trust) is meaningful in two things. First, that you get a second meeting. You need to earn trust in that first 
meeting. You have to have the preconditions right: homework done, right people in the meeting, they need to behave 
right. The customer needs to see what is this customer benefit. Then a wider discussion starts. After that it goes 
through people. My role is to create trust in the top management. That is my personal task in a big partnership 
process. It means that if I do not succeed there, probably nothing happens.” (Director, Large ICT Company D) 
 
Personalized fast trust impacts on asymmetric technology partnership formation by increasing the 
initial level of experienced trust (see A in Figure 66) and shortens the time needed for 
experimentative projects. Experimentative projects create incremental trust for a more durable 
partnership to emerge (see B in Figure 66). 
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Figure 66. Impact of Personalized Fast Trust and Incremental Trust on Asymmetric 

Technology Partnership Formation 
 
Ring and Van de Ven (1993) have an interesting view on the institutionalization of the 
relationship: personalized fast trust initiates a relationship and incremental trust “cements” the 
relationship into a partnership. Institutionalization could be also understood as a built-in wide 
interface between the parties, i.e. the relationship changes from an individual-based to an 
organizational relationship. Also Lewicki and Bunker (1995) note that interpersonal trust changes 
character and texture as the relationship develops. It is, however, clear that time is needed for 
meaningful new knowledge to emerge and for groundbreaking innovations to be created. If time 
is allowed, the initial fragile personalized individual-based fast trust may incrementally develop 
to more resilient incremental trust. If the asymmetric partners are simultaneously able to learn 
from each other they may learn to leverage the natural strengths of each party. Then an 
asymmetric technology partnership with great innovation potential may emerge. The role-based 
fast trust identified by Meyerson et al. (1996) may not allow the intense communication and 
positive effect needed for the actors to be willing to invest in the risky relationship. 
 
It is therefore proposed that when new knowledge needs to be created fast, the individual roles 
should not be narrow but blurred and intimate. It is also argued that for experimentation in an 
asymmetric technology partnership to emerge, personalized fast trust is needed. 
 
Multiplexity of Communication Enhances the Evolution of Fast Trust 
Schein (1992, 25) suggests that in order to overcome basic assumptions and remain congruent 
with one’s own assumptions and culture, a new communication mechanism might be necessary. 
This may partly be interpreted as creating a trusting atmosphere enabling relaxed communication 
where self-referential actors discuss openly and exchange their views. As a result some “double-
loop” learning may emerge. The multiplexity of communication may enforce the experienced tie 
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between the actors (see Figure 67). The multiplexity of communication may be divided into 
information, concern and care, and emotional involvement1. Information enables the exchange of 
critical information of motivation, future goals and vision needed for trust to emerge. Values and 
norms may be transmitted through communication and shared norms may emerge.  
 

Emotional involvement
feelings and liking

Information
open and prompt information

Concern and care
consideration for mutual needs

Actor 
A

Actor 
B

trust and
strength of

the relationship tie

 
Figure 67. Multiplexity of Communication  
 
Concern and care are important sources for knowledge creation (Nonaka and Takeuchi 1995 and 
von Krogh 1998) and also for trust to emerge (O’Brien 1995). Emotions are seen as a strong 
instrument for interpersonal bonding and the evolution of trust. In order to be able to 
communicate needs and expectations precisely and efficiently, both rational and emotional 
information is needed. Pure rational information of objective facts lacks the emotional depth 
ensuring the other party of the commitment and true intentions of the speaker.  
 
” This is all based on cooperation. If we stopped this, there would be terrible feelings among people. If we said that 
we couldn’t take you to our stand, they would feel hurt. But it is in our interest because they have a good product, 
we want to sell it, and we see it works fine in our setting.” (Manager, Large ICT Company F) 
 
“Emotions are very important… it is very important but difficult to try to keep your emotions positive. I get 
personally involved so strongly. If we have some problems with our partner and it is my business contact, I think, 
why does this have to happen to me… I feel like it is my personal issue.” (Project manager, Large ICT Company E) 
 
The emotional element in trust explains also the strong impact of broken trust. Emotional 
involvement creates the necessary intimacy enhancing communication in lack of time. In the 
following illustration the MD stresses that personal effort and likeability2 of the individual are 
needed to invest in understanding the real potential of a partnership. Also in previous research the 
personal likeability has been identified as a motivating antecedent for further relationship 
investments (Nicholson et al. 2001, Luo 2001).  
 
”Yes, first contacts are established in a meeting at a fair or someplace. Understanding what the other one has is the 
most difficult thing there. It demands that you invest personally, that you like that other person, that other one, that 
you take the trouble to understand that…” (Managing director, Small Software Company Alpha) 
 
”It is when you are ready to give, you are not only making a use of the other…. You give something, I give 
something, and we get something together. But it is not one-sided that I take or you take. When this is created, that 
both feel they win, they get something, a win-win relationship, then it works. Then the ball flies from one side to the 

                                                 
1 Also Nohria and Eccles (1992, 293) argue for face-to-face communication as “the entire bandwith of human 
interaction” covering all the senses – sight, hearing, smell, taste, and touch -…”and capturing the full range of 
psychoemotional reactions.” 
2 Nohria and Eccles (1992, 295) argue that “strong feelings of like or dislike, trust or distrust, attraction or 
repulsion…are formed in the first face-to-face interaction.” 
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other, as it should. You do not take opportunistically advantage of the other, and then it starts to fly. And you learn 
quite fast at personal level, who some person is, and how s/he behaves, the personal profiles.” (Manager, Large  
ICT Company A) 
 
In a similar vein Sydow (1998, 49) and Nahapiet and Ghoshal (2000) refer to multiplexity of 
network relations, meaning that organizational actors transact for a variety of reasons (e.g. buy, 
sell services and get advice and information) and exchange information in different contents, i.e. 
both rational information and emotion. Multiplexity is believed to increase trust (and 
commitment) in the relationship.  
 
If the parties are able to state their needs and expectations openly, they may be able to discover 
the possibilities and potential of the relationship early. If the parties are aware of the basic 
premises (vision, what is needed to reach the goals, what they are capable to provide themselves 
and what is needed from the partner) and if they are able and willing to communicate, the 
asymmetric technology partnership formation process should be faster.  
 
If the parties are able to communicate efficiently and openly, they may also align their 
expectations and the potential of the emerging relationship. This may be especially critical in 
creating fast trust. If a communicator is able to be clear and precise about the issue (information) 
and simultaneously add to and develop the dialogue at various levels, s/he may be able to develop 
a trusting relationship (see Sydow 1998, 49; Nohria and Eccles 1992, 295).  
 
6.5 Creating Trust 
 
In this subchapter the possibility for trust creation is discussed. The sources of trust and the 
means for (intentional) trust creation are introduced, based on earlier empirical and theoretical 
research. The purpose of this subchapter is twofold: first to introduce the sources of trust found in 
earlier literature to understand the potential evolution of trust in asymmetric technology 
partnership formation. Secondly some potential means for trust creation based on Blomqvist and 
Ståhle (2000) are illustrated as managerial implications: if the management is able to understand 
the role and nature of trust it would be naturally of interest to learn also of the potential means for 
creating trust.  
 
In Table 10 the potential sources of trust and the operational signs and signals for trust creation 
are introduced (developed further from Blomqvist 1998 and Blomqvist and Ståhle 2000). The 
sources of trust are organized according to the earlier conceptualization of trust. They have been 
derived from previous research by the authors listed in the second column. In the third column 
the potential operational signs and signals for the various components of trust are given as 
illustrative examples.  
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Table 10.  Means for Trust Creation 
 
Sources of Trust  Author  Signs and signals  

CAPABILITY:  
TECHNOLOGICAL AND BUSINESS CAPABILITY AND  
THE META-CAPABILITY TO COOPERATE  
Technological capability 
Business capability 
Meta-capability to cooperate 

Sako 1994 and 1998 
O’Brien 1995 
Sanner 1996 
Mishra 1996 
Sydow 1998 
Miles et al. 2000 

References of difficult projects 
Prizes for outstanding technology 
First-to-market technologies 
3rd party screening (attracted partners) 
Symbols, e.g. education, memberships 
Realistic judgment, soundness of vision 
Professionalism 
Clear strategy and a business plan 
Partner strategy 
Partner program and partner managers 
Partnering mindset instead of NIH 
Internal information on status and purpose of 
partnership 

Reputation Zucker 1986 
Granovetter 1992 
Larson 1992 
Barney and Hansen 1994 
Hovi 1995 
Creed and Miles 1996 
Teece 1997 
Sydow 1992 

References 
Well-known partners, board members etc. 
Trusted 3rd party introduction 
Reputation as a competent actor 
Reputation management within the corporation: 
incentives and punishment 

SELF-REFERENCE:  
CLARITY OF THE INDIVIDUAL AND ORGANIZATIONAL IDENTITY 
Double contingency i.e. ability 
to connect to other actors in the 
system and accept the 
mutual interdependency 
 
 
Equity 

Luhmann 1995 
Sydow 1998 
Ståhle 1998 
 
 
 
Das and Teng 1998 

Negotiation style (win-win) 
Choice of boundary spanners (with experience/ 
understanding from both worlds) 
Project champions, interdependence at project 
level 
Self-confidence and corporate identity 
Equity as a sense of fairness (input/output)  
Contracts 

Ability to understand difference 
and appreciate complementarity 
 
Receptiveness of organizational 
culture 

Luhmann 1990, 1995 
Ståhle 1998 
 
Sydow 1998 

Internal analysis of own competencies and 
evaluation of needed complementarity 
Positive attitude to cooperation 

Security and stability 
Integrity 

Erikson 1950 
Creed and Miles 1996 
Sydow 1998 

Consistency of values and behavior 
Consistency of boundary spanners and 
organization, organizational social control and 
sanctions 

GOODWILL:  
MORAL RESPONSIBILITY AND POSITIVE INTENTIONS TOWARD THE OTHER 
Reliability Mishra 1996 Keeping promises and  

expressed norms of keeping promises 
Care and concern O’Brien 1995 

Mishra 1996 
Von Krogh 1998 

Consideration for mutual needs 
Proactive information, interest and advice 
Social support 

Reciprocity Creed and Miles 1996 Expressed values and norms for reciprocity 
Shared values 
Acceptable code of behavior 

Jones and George 1998 
Sako 1998 
Fukyama 1995 
Doz and Hamel 1998 

Declaration of values, rules of the game 
Workshops and training 
Charismatic leadership as an example 
Screening suitable individuals for boundary 
spanners 
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Social similarity 
Personal chemistry 
 
 
Homophility of organizations  
Same social sub-system 

Zucker 1986 
Creed and Miles 1996 
Ladegård 1997 
 
Powell 1990 
Oliver 1997 
Sydow 1998 
 
 

Choice of boundary spanners 
Training staff of potential differences  
Informal meetings to increase mutual 
understanding and socialization, e.g. sauna 
Similar status  
Socialization, personal interaction, blending 
cultures, shared norms and symbols 
 

Socialization and 
creating shared meanings 
 
 
Common identification 

Zucker 1986 
Nonaka 1996 
Tyler and Kramer 1996 
Oliver 1997 
Hardy et al. 1998 
Fukyama 1995 
Shapiro et al. 1992 

Shared goals and visions  
Rituals and symbols 
Professional norms, shared rhetoric 
Career and clients 
Informal meetings, inter-firm visits  
Training and education, workshops 
Group identity: kick-offs, celebrations 
Commonality in name, co-location 
Creation of joint products and goals  
Social support and recognition 

Management philosophy 
Organizational culture 

Barney 1991, 1996 
Barney and Hansen 1994 
O’Brien 1995 
Creed and Miles 1996 
Whitener et al. 1998 
Sydow 1998  
Nonaka and Konno 1998 
Von Krogh 1998 

Values and norms  
Creation of environment for trust  
Consistency in partner management  
Behavioral integrity 
Leadership style e.g. delegation, rewards 
Mutual mental and physical place, “BA” 
 

Goals and visions  Das and Teng 1998 
Sydow 1998 

Convergence of goals and shared vision 
Joint goal setting process and clear 
communication of goals 

Organizational structure Creed and Miles 1996 Clear organizational roles  
Possibility to identify decision-makers and key 
persons (visibility) 

BEHAVIOR: INTERACTION AND EXPERIENCE 
Information 
 

O’Brien 1995 
Swan et al. 1985 
Mishra 1996 
Das and Teng 1998 

Sharing sensitive information 
Sharing future plans related to partner 
Open and prompt information (opinions) 
Both positive and negative aspects informed 

Communication 
Common base of knowledge 
Shared meanings 
 
 
 
 
Multiplexity of communication 

Luhmann 1979, 1990 
Zucker 1986 
Hardy et al. 1998 
Sako 1994 
O’Brien 1995 
Mishra 1996 
Das and Teng 1998 
 
Sydow 1998 

Proactive, open and prompt communication 
Clearness and frequency of communication 
Taking care of internal communication 
Organizational practices and processes to 
ensure regular communication  
 
 
Support, advice and emotions included 

Personal experience Creed and Miles 1996 
 
Blomqvist 1999 

Face-to-face meetings 
Company visits, product testing 
Experience of the other company’s context 

Learning and  
understanding 

Whitener et al. 1998 
Jones and George 1998 

Choice of boundary spanners 
Continuous interaction 
Inter-firm workshops  
Informal social events 

Interfirm adaptation Das and Teng 1998  Transfer of key personnel 
Wide organizational interface 

Commitment 
Open commitment 
 
Shadow-of-the future 
 

Das and Teng 1998 
Sako 1998 
Barney and Hansen 1994 
Axelrod 1984 
Sydow 1998 

Attention, expertise and funds  
Unilateral investments  
Incremental investments 
Credible commitments 
Expectations for future business 
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Competence or capability (O’Brien 1995, Mishra 1996, Blomqvist 1997) is believed to be a basic 
and profound source of trust in asymmetric technology partnerships. It is divided into the 
technological capability, business capability and meta-capability to cooperate. It may be 
evaluated as the soundness of organizational strategy and the vision of the management. The 
ability to perform and reputation for partnering are aspects of organizational competence as well. 
At individual level competence is signaled in professionalism, capability to carry through, 
realistic judgment of a situation and inter-personal skills. Already at the very first meetings the 
professionalism of the counterpart is evaluated.  
 
Teece et al. (1997, 521) view reputation as a “summary statistic about the firm’s current assets 
and position, and its likely future behavior” enabling firms to achieve various goals in the market. 
Reputation is an important source for initial trust either at organizational or individual level 
before any personal experience (Zucker 1986, Creed and Miles 1996). It may be general or 
particular, referring to earlier inter-organizational experience (Granovetter 1992). Also Larson 
(1992) noticed the importance of prior reputation in her study on entrepreneurial networks. For 
start-up firms the entrepreneurs’ individual reputation was used to evaluate trustworthiness in 
alliances, since there was no company reputation. Also Hovi (1995, 77-78) found out in her study 
of automobile suppliers’ network, that the decision to cooperate as well as the selection and 
joining of other parties was strongly affected by personal knowledge of each other. The 
reputation of a third party, i.e. intermediaries may be used for trust creation. Then either an 
affiliation with respected individuals or their judgment of the competence of the new player is 
utilized for trust creation (Zucker 1986, Larson 1992, Sydow 1998). 
 
Self-reference (Ståhle 1998, Luhmann 1995) describes the actor’s ability to define her/himself, 
appreciate, evaluate and communicate the complementary needs to other actors. A company with 
strong NIH (not invented here) may not be able to appreciate complementary knowledge and 
resources. At the individual level the ability to tolerate dissimilarity is needed in order to be able 
to enjoy the benefits of complementary (by definition dissimilar) actors.  
 
Double-contingent relationships (Luhmann 1995, Ståhle 1998) mean that the parties are able to 
refer to themselves and their competencies as actors of the system and accept the necessary 
dependency on other actors. Equity (Das and Teng 1998) is a profound base for cooperation 
characterizing double contingency relationships.  
 
Security and stability (Erikson 1950, Creed and Miles 1996) create trust. Thus communicating 
clear organizational roles and repeated contacts create trust through security. Individual 
boundary spanners and organizational principles should converge in order to meet the 
expectations set for the organization (Sydow 1998, 46). Changes are evident but informing the 
other party of possible changes in advance will show concern, and subsequently enhance security 
and reliability. 
 
Goodwill implies moral responsibility and positive intentions towards the other. 
Concern (O’Brien 1995, Mishra 1996, von Krogh 1998) shows care and is an emotional basis for 
trust. Also Himanen (2001, 133-134) notes the need for care and retaining stability in the high 
speed of the changing economic world. If care is shown honestly in the form of proactive 
information, advice and social support, it may be a strong building block for trust. Shared values 
promote synergistic social behavior and organization-specific investments (Jones and George 
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1998, 540). Shared values and subsequent trust also increase a person’s willingness to stretch 
his/her role in the organization. Social and character similarity breeds trust (Granovetter 1992, 
Creed and Miles 1996, Ladegård 1997, Oliver 1998). Social similarity may be based on character, 
education, competence and personality at individual level. At organizational level character 
similarity may be characterized by compatible organizational culture and values. Socialization 
and shared meanings (Zucker 1986, Nonaka 1996, Oliver 1998) create trust. Identification with a 
group increases expectations that others will reciprocate (Tyler and Kramer 1996). 
 
Managerial philosophy reflects an attitude, which becomes visible via the consistency of 
management behavior and organizational norms of e.g. honesty, openness and keeping promises 
(Sydow 1998). At individual level the propensity to trust involves the ability to accept risk and 
delegate, as well as willingness to communicate feelings and expectations openly. Personal 
values are realized in attitudes and emotions, and finalized in the made choices. In management 
philosophy trustworthiness may be experienced at both cognitive (rational) levels of trust, such as 
competence, fairness or openness, and at affective (emotional) levels of experienced trust, such as 
care and concern (see O’Brien 1995). Organizational culture and values can be seen in the 
consistency of organizational behavior, decisions and values.  
 
Converging goals set jointly create trust and commitment (Das and Teng 1998). Organizational 
structure refers to the clarity and visibility of the organizational structures to external parties and 
the authority of organizational actors to enact their roles. At individual level the role clarity 
brings predictability, and role stretching creates a feeling of adjustment to needs. In order to 
create the sufficient feeling of openness and security necessary for trust to develop the roles and 
relevant authority (Creed and Miles 1996) of large firm boundary spanners should be made clear 
to potential partners.  
 
The behavioral dimension of trust fulfills the intentions. Information and communication are 
perhaps the most commonly acknowledged sources of trust. However, in every-day life much 
distrust is created due to inappropriate communication on the issue, feelings, intentions and 
opinions. According to Zucker (1986) the production of trust rests on a common base of 
knowledge, which increases the predictability of partner behavior through shared meanings (also 
Hardy et al. 1998). Relevant information should be given promptly and frequently (O’Brien 1995, 
Sydow 1998) and also some negative aspects should be revealed. In addition to fact-based 
information also information on feelings, intentions and opinions should be communicated. In 
successful communication creating trust and knowledge all these different types of information 
exist. Sydow (1998, 49) refers to multiplexity of network relations, meaning that organizational 
actors transact for a variety of reasons and exchange different contents, i.e. information and 
emotion. Openness may be possible to the extent of not revealing proprietary information. Parties 
may be quite frank of their internal competencies and weaknesses (challenges). Informing on 
delays in schedules shows concern for the resource-constrained small party. In line with the 
above-presented idea of organizational boundary spanners with knowledge of both worlds, 
Zucker (1986, 93) notes the need to assign a “translator” in order to gain access to highly 
specialized or idiosyncratic knowledge. Communication skills are especially important when 
natural socialization does not enhance trust creation, when asymmetric technology partners’ work 
separately and in different contexts or cultures. 
 
Learning (Whitener et al. 1998) of mutual competencies and differences is bound to lessen the 
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negatively experienced dissimilarity, and thus to increase mutual understanding. Understanding 
enhances the ability to take the role of the other, which is an important source of trust creation 
(Jones and George 1998). Trust could be enhanced by increasing the awareness to accept 
diversity and by stressing the perceived similarities. Asymmetric partners may organize inter-firm 
workshops and seminars, where both parties present and work in teams. Informal settings may 
also increase understanding if the partners are seen in different light. Asymmetric partnering may 
be easier if the partners have personal experience (Creed and Miles 1996) of the other context, 
e.g. an entrepreneur has previously worked in a large firm (Blomqvist 1999). Inter-firm 
adaptation (Das and Teng 1998) is a sign of commitment enhancing trust. The transfer of key 
personnel could increase the motivation for adaptation and potentially enable some consideration 
for learning and best practices. Commitment is a concrete base for trust. Commitment may be 
materialized in relation-specific investments, e.g. time of key boundary spanners and 
management.  
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7 A SYNTHESIS OF THE ASYMMETRIC TECHNOLOGY PARTNERSHIP 
FORMATION AND THE EVOLUTION OF TRUST IN THIS PROCESS 

 
When I started this study I wanted to know how small technology firms could grow and 
internationalize through establishing cooperative relationships with large firms. I had to learn 
about trust as it seemed to be the first critical issue in establishing asymmetric technology 
partnerships. These small technology firms were young and did not have a notable track record, 
and therefore the softer issues in trustworthiness had to be investigated. However, asymmetric 
technology partnership formation is not only about trust. The relationship context, content and 
process needed to be understood as well. In this chapter the previous chapters analyzing the 
relationship context and content are summarized, and asymmetric technology partnership 
formation as a process is explained. Role of trust was found to be critical, but also e.g. the 
organizational and environmental conditions help to understand the partners’ propensity to 
establish asymmetric technology partnerships. 
 
In this chapter asymmetric technology partnership formation is studied as a process (Pettigrew 
1987). The content of the relationships will be discussed in 7.1 as the content of cooperation is 
discussed. The inner context, i.e. organizational conditions and drivers impacting on the 
organization’s propensity to establish asymmetric technology partnerships is analyzed in 7.2. The 
nature of technological knowledge is briefly discussed here as it was analyzed more in-depth in 
subchapter 5.2. The outer context, i.e. the knowledge-based competitive arena was analyzed in 
subchapter 5.1. The environmental drivers and their impact on asymmetric technology 
partnership formation are analyzed more in-depth in subchapter 7.3.  
 
Asymmetric technology partnership formation1 as a process is studied in 7.4. The role and nature 
of trust in asymmetric technology partnership was analyzed in chapter 6. The paradox of the 
theory of the evolution of trust and the converging ICT industry context was explained in 6.2.6. 
The evolution of trust and the role of “fast trust” will be analyzed more in-depth in 7.4.8. The 
empirical reality of asymmetric technology partnerships in the ICT sector is also compared to the 
more general a-priori model on partnership formation presented in the theoretical part (3.1.3).  
 
Asymmetric technology partnership formation is a complex and multi-dimensional phenomenon. 
In order to understand why and how an asymmetric technology partnership evolves, both macro- 
and micro-level conditions2 need to be analyzed. As illustrated in Figure 68 the partners’ 
propensity to establish partnerships is affected by various forces at individual, organizational and 
environmental level. Also both the techno-economic rationale and the socio-psychological 
processes must be analyzed in order to understand asymmetric technology partnership formation. 
Lazaric and Lorenz (1998b) imply the need for a more integrated conception of the firm 
recognizing both cognitive and political dimensions. 
 

                                                 
1 Asymmetric partnership formation may be seen as a dynamic capability as such (Eisenhardt and Martin 2000). 
2 The basic assumption of the world is that it is complex and nonlinear (see Schein 1992 and Senge 1990). See also 
earlier taxonomy in the byer-seller interaction context (Möller and Wilson 1995). 
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Figure 68. A Holistic View of Asymmetric Technology Partnership Formation - 

Various Forces and Levels 
 
The technological knowledge and capabilities embedded in individuals and organizations 
(technological level) are the raíson-d-être for asymmetric technology partnership formation. 
Knowledge and capabilities are emphasized instead of present software services, components and 
resources because of the high pace of the technological change and the need for state-of-the art 
knowledge and capabilities in the future-orientation of asymmetric technology partnerships. As it 
illustrated above, individual relationships (individual level) and established individual-based trust 
may be the key trigger factors mobilizing the potential knowledge and capabilities in asymmetric 
organizations (see also Bercheid and Graziano 1979 and Larson 1992). Organizational interface 
is needed to legitimize and institutionalize the relationship (top management commitment) and to 
leverage resources and commitment from experts at different organizational layers. 
Organizational drivers and conditions (organizational level) for partnering are partly similar and 
partly specific in each organization. A sufficient organizational meta-capability to cooperate is a 
pre-requisite for asymmetric technology partnerships. Finally the environmental drivers 
(environmental level) i.e. the uncertainty and dynamics i.e. strong convergence of industries and 
technologies impact the partners’ propensity to establish asymmetric technology partnerships. 
 
7.1 Content: Cooperation for Technology Development 
 
In the following subchapters the content of the cooperative relationship is analyzed. Content here 
refers to the task- and project-based cooperation of the partnering asymmetric technology firms. 
First the types of cooperation are discussed, and after that the nature of the cooperative 
relationship is explored. 
 
7.1.1 From Software Supply to New Business Concept Development 
 
In the empirical interviews the small firms were software suppliers and the large corporations 
were telecom operators, software integrators, and hardware manufacturers for computers and 
cellular phones. The firms were all large and globally operating firms. Their product and service 
offerings varied. Some of the companies were active in telecom services, some in terminal 
manufacturing and electronics, and one of the companies was mainly an IT integrator. The small 
software companies were active in value-add services like mobile games but offered also mobile 
platforms and even intelligent middleware. The large firms were looking for small partners for 
many reasons but in general they were either looking for complementary value-add products and 
services or leveraging the small firms’ complementary knowledge. The small firms offered 
mainly specialized value-add components and services related to electronic or mobile business 
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(see Table 11). 
 
Table 11. Software Services of Small Firms 
 

Services   Company 
Mobile games Alpha, Next 
E-business applications Next, Zeta 
Mobile platforms  Alpha, Next, One 
Intelligent middleware One, True 
Security software Strada, True 
Intranets, Extranets, www-pages Net, Mia, Zeta 
Software subcontracting Next, Mia, Net 

 
”When there is a new equipment coming to the markets we may participate in several places in one product 
development project…we make little components here and there. E.g. equipment, communication protocols, a 
calendar, telephone memo, word processing…” (Technological expert, Small Software Company David) 
 
“We started with web-pages and related consulting. Our core competence was to design and implement these 
Internet-based interactive services. We needed know-how on databases, interfaces, graphical planning, service 
development…Technologies were not really crucial, but solutions to customer problems. We used different tools, 
Microsoft tools, Java and such. We talked about those as services, but it could be applications for some customer 
extranet and then an order system.” (Technological expert, Internet Technology Net) 
 
Software development is highly interactive knowledge work performed mainly in interdependent 
teams where the most important resource is expertise, e.g. programming. The software 
development teams resemble temporary groups i.e. “a set of diversely skilled people working 
together on a complex task over a limited period of time” (Goodman and Goodman 1976, 494). 
They are typically formed de novo for each new project, depending on the project requirements 
and who is available.  
 
“In information industry, we need versatile skills, project management, defining the project, coding... If we foresee 
certain needs we educate our people in advance. We expect our people to be team players, they change their roles 
when necessary.” (Managing director, Small Software Firm Object) 
 
Team coordination and difficulties in knowledge sharing have been identified as critical factors 
in poor software project performance. Successful teams have been identified as those able to 
manage conflicting requirements, able to overcome coordination breakdowns and having 
knowledge in the expertise of others. Subsequently also strong communication becomes a critical 
success factor (Faraj and Sproull 2000).  
 
”Software development is iterative, it has iterative loops. And because this is iteration, it is interaction and it is the 
people who do this... It might be quite turbulent, and I don’t mean this only in the negative sense. In practice it is 
very much up to the interaction of the people making the specifications. Our partner or subsupplier is the external 
factor creating the value-add in the interaction process.” (Vendor manager, Large ICT Company B) 
 
”We may have our software architect working with their architect, our software specialist working with theirs, also 
quality people discussing with each other. We need to have our technological specialists working with their 
specialists knowing the product, e.g. a new PDA. We may design even 15 applications to this PDA. The success of a 
single driver is much up to how the knowledge is transferred between our and our partners’ project managers and 
specialists. It is these specialists who work in close cooperation.” (Technological expert, Small Software Firm 
David) 
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Large companies’ global presence allows virtual teams to take advantage of different time zones 
by writing requirement specifications for new software in close cooperation with leading-edge 
customers in Los Angeles, USA, and have coding and testing done by software specialists in 
Bangalore, India. Even if potentially efficient, this is challenging due to distance, diverse cultures 
and communication: 
 
”Hardware manufacturing is rather simple, if you specify it once you can control manufacturing in the factory. But 
software, it is the people who are the production factors. There has been a lot of talk whether the world software 
manufacturing will move to India. We have tried that too, but not only with good experiences. You get the cultural 
differences, time and space. Language, concepts and all of that what is meant in a certain culture with some 
concept… This all brings efficiency or inefficiency.” (Director, Large ICT Company D) 
 
A department manager for the Large ICT Company B tells that their cooperation with an Indian software partner 
was almost impossible. They both were able to speak English well enough, but not to communicate with each other. 
Cooperation with the US based software firm was difficult as well, mainly because of their different perception of 
the contract and cooperation. One critical obstacle for inter-firm cooperation even among Finns was the different 
perception of concepts. E.g. a quite common and critical term in software engineering, the Software architecture, 
was perceived and understood quite differently with their Finnish partner residing in the same area and doing 
similar kinds of projects as them. The lack of common conceptual language caused major problems for the 
cooperation. Later the department manager set up a cooperative research project with their key partners, where 
also a shared conceptual dictionary was drafted. (Department manager, Large ICT Company B) 
 
Activity within a project team or diverse experts may be described as sense making, 
experimenting and co-creation. Diversity is both a source for potential synergistic benefits and 
friction. Software development is iterative and interactive work demanding close cooperation and 
coordination, both of which require efficient communication. Communication and trust are 
positively related. It is proposed that trust enhances cooperative software development. 
 
Different Levels of Demand 
Four different levels of demand were identified: 1) subsupply, 2) technological co-development, 
3) business concept innovation, and 4) new business concept development with enabling new 
technologies. 
 
Subsupply is the least demanding type of asymmetric technology cooperation. It demands 
cooperative processes and requirement specifications for cooperative projects. There is naturally 
a demand for cooperative interface, but cooperation as such is more of a routine-type. The sub-
supplier follows the supplier’s specifications. It needs to understand the conceptual terminology 
and working style used in the supplier’s processes. The main supplier needs to be able to trust the 
sub-supplier’s capabilities in delivering quality projects in agreed schedule. 
 
“ If we make the specifications, you can almost think of that as partnering. But it depends on what we specify. For 
example, if we specify, we demand some processes from a sub supplier, then it is already partnership. But if we only 
mail the specification, then it is pure supply relationship.” (Director, Large ICT Company A) 
 
Technological co-development demands that the partners are able to trust each other’s 
technological knowledge and capabilities in leveraging emerging new technologies. The creation 
of new knowledge is more symmetric when both parties participate actively in the new 
knowledge creation. The small firm may participate in the large firm’s systemic product concept 
development and be in charge of developing some components or services. However, the 
working mode is very interdependent.  
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Business concept innovation1 has high risks, because ideas are easy to imitate and difficult to 
protect. When the parties are trying to “change the rules of the game” or develop totally new 
concepts, there are also major risks in customer acceptance, which raise the overall level of risk. 
The role of partners’ goodwill trust is critical. Goodwill trust based on moral responsibility is 
needed for both for the main supplier to be willing to deliver information on the customer needs 
and the sub-supplier to reveal innovative technological aspects in the new business concept idea. 
 
Asymmetric technology partnerships with new (radical) business concepts with enabling new 
technologies are probably also most challenging because of the high technological and market 
uncertainty. Both partners need to have a high level of specific technological knowledge, ability 
to absorb diverse technological knowledge and innovative business thinking. This type of 
partnership demands trust in multi-technological and multi-functional (research, development 
and business development) knowledge and capabilities. The demanded mutual trust and 
cooperative interface are very close to each other. The partners need to be willing and capable to 
adapt and invest in cooperation.  
 
In Figure 69 asymmetric technology partnerships are illustrated in a typology according to 
complexity and demanded capabilities. 

 
Figure 69. Typology of the Asymmetric Technology Cooperation 
 
The level of challenge, demand and potential value-add of the project is expected to grow where 
multi-technologies and business concept innovation is involved. All of the interviewed small 
firms had participated in technological co-development or subcontracting. Some had also 
participated in technological research projects and business concept innovation.  
 
 
                                                 
1 Business concept innovation (or business model innovation) commonly means that partners create new innovative 
products or services and change the dominant logic for competition in the existing markets (see e.g. Hamel 2000) 
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Complex and Open Tasks with Emerging Goals 
In the converging ICT sector the asymmetric technology partnerships combine the actors’ diverse 
knowledge bases. The needed knowledge is not explicit, but rather intuitive and emerging. Also 
the inherent asymmetry increases the complexity as different capabilities are combined. Goals 
may continue to emerge through the project, careful planning may not be possible and 
organizational roles may get blurred. In such situations the tasks are open, unique and 
interdependent (Goodman and Goodman 1976).  
 
”Yes, first contacts are established in a meeting at a fair or someplace. Because understanding what the other one 
has, is the most difficult thing there. It demands that you invest personally, that you like that other person, that you 
take the trouble to understand … after that the typical next step is to do something dynamically fast together. To see 
and realize what that is.” (Managing director, Small Software Company Alpha) 
 
Because of the complexity and high dynamics the cooperative processes are highly experimental 
and fragile. The outcomes are risky and almost unpredictable. Situation-specific new knowledge 
is needed throughout the development projects (see also Eisenhardt and Martin 2000). Ford 
(1998b, 8) describes such changing context and market dynamics as “co-evolutionary” 
demanding flexibility, as innovations and emerging relationships in the network continuously 
change the context. 
 
”There are no de facto standards yet in the mobile area…. The M-Commerce concept did not exist when we entered 
the markets. We have actually been creating the concept.” (Partner development manager, Technology Venture 
True) 
 
” How we started this business… before we even had any business we suggested to some potential customers that we 
could make this web-service… we created the concept. Then we sold that to our customers or those we would have 
wanted as our customers, these large companies. E accepted our offer and then B, then C. After this first reference 
sale from E we understood that you just have to believe in what you are doing and then something else comes up – 
when you are close enough.” (Managing director, Small Software Company Alpha) 
 
The dynamic and uncertain environment sets demands for high adaptivity, as technologies and 
targets may change. Because of the complex managerial issues the knowledge needed is inter-
disciplinary, both analytical and intuitive, practical and visionary. In such an environment the 
innovative projects and tasks must be co-created: the cooperative partners need to be flexible, 
adept to environmental changes and be able to improvise. The managers and organizations need 
to possess the capability for co-evolution. Also Nohria and Eccles (1992, 292; Johannisson 2001) 
emphasize the criticality of the social dimension or social structure of organizing in a volatile 
and uncertain environment where a great ambiguity of the purpose and means to achieve the 
goals prevails.  
 
It is proposed that fast and individual-based trust enables the intense communication needed to 
create shared meanings. 
 
Varying Scope and Depth  
A partnership seen with a clear beginning and end (established partnership continues as a stable 
business relationship with a certain scope) may not be appropriate for the analyzed asymmetric 
technology partnerships. The asymmetric technology partnerships seem to be tentative and under 
constant evaluation. Traditionally perceived partnerships with a pre-defined scope (sales, 
marketing, research and development) seem less common according to the empirical interviews.  
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”You see here that there is partnering at very many levels. It may be that we have some technological issue and 
that’s it… or we get into a deeper level, sales cooperation, product development level if we talk of these 
technological partners. The spectrum is so wide.” (Partner development manager, Technology Venture True) 
 
”Of course these teleoperator customers to whom we deliver the products, their customers have outsourced this 
business for teleoperators. Then this teleoperator is our channel. We have also another agreement, the Large ICT 
Company B is also our VAR. Our relationships to B are very complex and they have developed during a long 
time…” (Managing director, Small Software Company Strada) 
 
“A partner may be a vendor where we also set up a joint after sales organization and link our processes. Or a 
partner may be a sourcing partner or an R &D partner. If we get deeper from subcontracting they supply us with a 
product or parts of a system. We may have some joint IPR issues and get into a deeper alliance. And then there are 
these market access partners with product families and such. As long as a partner has just one role it is much easier. 
Any of our large and strategic customers could also be our market access partners and then we have also R &D 
together…” (Partner director, Large ICT Company B) 
 
There might be on official partner program and different partner classes in the company. When 
partnerships are numerous and rather complex, different partner programs have become common. 
In the Large ICT Company F the partnership initiation is quite easy, only value-add suppliers’ 
platform compatibility is checked. After that the partner may enter different official partner 
classes, but also unofficially some partners are more trusted than others: 
 
”We don’t demand much from our partners… they only need to check that their services and products are 
compatible with our technological platform… and there are trusted partners, whom we can trust, who can help us 
instantly. But we have different (formal) levels in our organization, how things evolve. We want to see this 
(cooperative function) as such, how to say it, a controlled chaos, an open environment with customers and 
partners…” (Partner manager, Large ICT Company F) 
 
”Learning by doing... I noticed that even if you do not have much to do with some partners, but if you have 10 
partners to look after, that generates very much work. We need to get the basics done. …We have some 100-150 
more active partners… and those institutes we discuss with, it is plus 200.” (Partner development manager, 
Technology Venture True) 
 
Asymmetric technology partnerships seem rather complex and evolving in their activities and 
content. It would seem more valid to talk about inter-organizational relationships of different 
scope and depth. This is imprecise, but so are the boundaries and scope of today’s ICT 
partnerships.  
 
7.1.2 Tentative Commitment through Project-based Cooperation 
 
Asymmetric technology partnership formation seems to consist of small successive projects (see 
Figure 70). The partners are (re)-evaluated after each project (P1-P3) and they need to earn trust 
by showing continuous capability and goodwill. After each project the partner, the relationship 
and the level of trust are evaluated either consciously or unconsciously in each milestone (M1-
M3). Partner evaluation is probably most often based on individual decision-makers’ judgment at 
the partner interface.  
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Figure 70. Continuous Partner (Re)-evaluation and Tentative Development of Trust 
within Partnership Formation 

 
”With partner X we developed a system that utilizes voice recognition. It works fine today; we created a demo and a 
prototype. It was very dynamic cooperation intended for one exhibition and that was the way to check what the 
chances were. The next step is to see, whether this will bring business to us, and this is another issue. We both 
benefited directly already from the two earlier steps.” (Managing director, Small Software Company Alpha)  
 
”We get into business fast, but I don’t know...It (initiation of business) is some signal of trust, but really only a 
chance for further cooperation. We need to succeed in what we are doing. Trust and cooperation will be measured 
in projects; cooperation in the long run will be seen after each project. It is like the previous project always sells the 
next one.”(Technological expert, Internet Technology Net) 
 
“We had first a 6 month project, which was widened and delivered to additional 2 units...Thereafter we set up an 
Internet project.” (Project manager, Large ICT Company E) 
 
“Or we make some prototype and there you see it (trustworthiness).” (Director, Large ICT Company A) 
 
Partnership formation seems to consist of small steps, e.g. a demo, prototype, participation at a 
fair, joint marketing effort, without further commitment unless the promises are realized and the 
benefits are clear. Each step needs to be earned and there is neither long-term commitment nor 
indication of common future without constantly proven results. 
 
“The ICT industry is hectic and complex. Different kinds of partners are needed for different situations. New 
emerging players are also needed. These may make partnerships relatively more tentative and short-term. The 
partners’ performance is evaluated continuously. We would not change easily a well-functioning partnership for 
new and better Java-technology, quite a bit would be forgiven, however.” (Partner director, Large ICT Company B) 
 
”We have committed resources differently very clearly to those partners, who bring in cash-flow. In a start-up 
venture, especially for us, as we are in the initial public offering phase and such, we have a tendency to think more 
tactically than strategically.” (Partner development manager, Technology Venture True) 
 
“Because of the market uncertainty and employee cuts we have to have very good reasons to use other partners. 
Therefore we need to re-evaluate the partner very often...We also try to maintain our core competence. Thus the 
partners must be flexible.” (Manager, Large ICT Company E) 
 
It is proposed that the parties’ commitment is based on constant re-evaluation and short-term 
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results. In two case studies on French supplier relations Lazaric and Lorenz (1998b) report an 
incremental commitment and trust as a result of incremental learning process. Also the reviewed 
Ford’s model on the development of buyer-seller relationships in business markets (1998a, 29) as 
well as the process framework by Ring and Van de Ven (1993) describe the gradual development 
of the commitment. In a similar vein Doz and Hamel (1998) view contemporary alliances as 
evolutionary and less predictable than more traditional partnerships. They explain this with the 
volatility of technologies and markets, the complex nature of the task undertaken and the 
changing competitive landscape.  
 
The cooperation disintegrated into short projects offers even more flexibility than long-term 
cooperation like alliances and joint ventures. Ybarra and Wiersema (1999) identify the flexibility 
to modify and the flexibility to exit relevant in IT alliances. Also according to Himanen (2001, 
129), the network optimization would require constant optimizing by connecting and 
disconnecting resources, as needed, the only limitation being the need to keep the network stable. 
In this research the need to modify emerged through the changing scope of the partnerships and 
the need to exit was prevalent due to the high pace of technological change. Partnerships were 
considered as tentative technology options due to the high uncertainty of the emergent dominant 
design, competitive coalitions and the capabilities of the partner to deliver state-of-the art 
technological knowledge also in the future.  
 
It is proposed that asymmetric technology partnerships are perceived as tentative options. It is 
also proposed that the parties’ commitment is based on constant re-evaluation and short-term 
results.  
 
It is proposed that for the small technology firms, asymmetric technology partnerships are like 
legitimizing platforms but no guarantee for commitment or continuity. If is further proposed that 
for the large technology firms, asymmetric technology partnerships create a population of 
technology options, some of which may deliver notable value-add in the future. 
 
7.1.3 Simultaneous Cooperation and Competition  
 
Both cooperation and competition prevail in the emerging ICT sector. Relationships can be 
described as ‘co-opetitive’, cooperation and competition prevailing simultaneously. Exclusive 
agreements are not common especially in the infrastructure business where no dominant design 
or standard exists. As the industry is converging and fluid, and also the business models are 
emerging, it is clear that partners may cooperate in one area and compete in another. Also 
competitors discuss with each other, as service and technology interoperability is necessary for 
both.  
 
Powell (1998, 230) draws attention to this altered perception of competition inside a densely 
connected field: “ …organizations must adjust to a novel perspective in which it is no longer 
necessary to have exclusive, proprietary ownership of an asset in order to extract value from 
it…a competitor on one project may become a partner on another….” 
 
”We can not demand exclusivity from our partners either. They do, e.g. the Large ICT Company F, discuss with our 
competitors. This business is strongly competitive. There are very many good partners, but they are already 
connected to other partners or competitors…” (Partner development manager, Technology Venture True) 
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“We have also started to cooperate with a division of the Large ICT Company A. This is very small at the moment, 
but this business might get larger than GSM, so it is very interesting. We are only at the beginning now. We have 
told A that we work with the Large ICT Firm E and do their strategic material. We have signed also a non-
disclosure agreement with E.“ (Manager, Internet Technology Net) 
 
”There are of course these partners who play with everyone. That is a good thing in principle. It is our task to take 
care that they play most with us. It is not their fault if they want to be impartial with technology. We just need to take 
care that our company is there as well and they do business for us. We don’t do any exclusive deals anyway.” 
(Partner manager, Large ICT Company F) 
 
Competition and cooperation co-exist, as also competitors need to cooperate somewhat in order 
to develop the emerging market and to ensure interoperability. In the dynamic environment 
strong commitment and non-exclusive agreements are not common because of the uncertain 
nature of future technological and socio-economic development. In the emerging technology 
markets the players have to accept that their partner co-operates with the competing or 
complementing technology providers. The situation where the partner serves also competitors 
seems to demand special trust in the partner’s integrity and ethical standards in not utilizing 
partner information opportunistically. The partner needs to be able to balance the competitors’ 
interests and act in an agreed way. Interpersonal trust is created to safeguard the position within 
the partner’s organization where another account team may cooperate with a competitor.  
 
“Our partner has an account team-thinking. Our partner has one team for our competitor and one team for us - and 
a Chinese wall between. Therefore we just need to trust them and build personal relationships to those people that 
work there. Of course we also have strong contracts with them that they cannot go and reveal to those working with 
our competitor.” (Partner development manager, Technology Venture True) 
 
“Companies competing with each other are our customers and also some of our partners may deliver to our 
competitors. This is a similar kind of a situation. But we do not tell one competitor’s business to another and vice 
versa. The system we sell is a standard. It is tailored and that knowledge on customer-specific tailoring remains with 
that one customer.” (Director, Large ICT Company A) 
 
”We may work together with all the banks, and they compete very much with each other. There is no contradiction, 
when we agree which parts are shared, in the interest of all and what are confidential issues which need to be part 
of the partnership and not disclosed to other customers.” (Director, Large ICT Company D) 
 
The simultaneous thrive for speed, stability and flexibility contains a paradox in itself which very 
characteristic for the present ICT industry. As a consequence the asymmetric technology 
partnerships are clearly no more “life-time marriages” but more like loose experiments, where the 
partners need to prove their capabilities constantly. It is proposed that asymmetric technology 
partnerships are tentative in nature. It is also proposed that simultaneous cooperation and 
competition prevail. 
 
7.2 Inner Context: Organizational Drivers and Conditions 
 
In this subchapter the organizational drivers and conditions enhancing or impeding asymmetric 
technology partnership formation are first analyzed. Managerial and organizational culture is 
seen to consist of the management’s basic assumptions and organizational meta-capability to 
cooperate1. The knowledge and capabilities of individuals and organizations are based on 
                                                 
1 See Miles et al. 2000. Also Manuel Castells believes that a network organization must have a cultural dimension of 
its own: “ethical foundation of the network enterprise” and “spirit of informationalism” (in Himanen 2001, 122). 
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resources and technological knowledge, and the dynamic capabilities are critical for 
competitiveness. The organization’s self-reference consists of knowledge and capabilities as well 
as the managerial and organizational culture. Vision and strategic intent set the basis for the 
organization’s propensity to establish asymmetric technology partnerships. These may also be 
seen as the organizational pre-requisites (see Figure 71) impacting on partners’ propensity to 
establish asymmetric technology partnerships. 
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Figure 71. Organizational Drivers and Conditions for Asymmetric Technology 
Partnership Formation 

 
For a dyadic partnership to emerge, the drivers and conditions in both organizations need to 
enhance the partnership formation sufficiently and even simultaneously. Thus right timing is 
needed in relation to the emerging industry and technologies (environmental context), secondly to 
dynamics in the partners’ relative capability development, strategic intent and meta-capability to 
cooperate. These issues are relevant for both partners, but the large organization is more complex 
and more actors are needed for inter-organizational cooperation. Therefore it is critical for the 
small partner to understand the potential large firm’s strategic intent and vision.  
 
7.2.1 Knowledge and Capabilities  
 
Global competition and the increasing pace of change drive individuals and organizations to 
focus their activities and develop narrow core capabilities in order to stay competitive. In the 
converging ICT sector hardly any single actor is able to compete with its present resources and 
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knowledge. Dynamic capabilities become relatively more important assets than the existing 
resources and knowledge. 
 
Dynamic Capabilities  
According to the earlier analysis also the dynamic capabilities are mainly complementary (see 
4.5.3). Small technology-based firms are relatively stronger in the early phases of the “innovation 
pipeline” and large firms are relatively more capable in scaling, venturing and launching new 
services and products. 
 
In the converging ICT sector competitiveness is based on the dynamic capability to renew the 
core capabilities and leverage external relationships. The more dynamic the companies own 
capabilities, the higher its capability for renewal and development. Therefore, in the ICT sector 
companies with strong path dependencies or core rigidities (Leonard 1995) have a relatively 
higher need for external capabilities. A large corporation with strong dynamic capabilities may be 
able to develop the needed new services and products partly itself, if the convergence is not very 
strong and it has absorptive capacity.  
 
Also partnering capabilities are included in the dynamic capabilities. Therefore, if the company 
has strong dynamic capabilities it is both capable for internal development and leveraging 
external capabilities. In general, because of the high convergence in the ICT sector both internal 
and external dynamic capabilities are needed (see 5.4). 
 
Core capabilities are the source for distinctive competitive advantage. Global competition, fast 
pace of change and converge in the ICT sector have forced the large ICT corporations to focus 
their operations and to search for new and profitable areas continuously in order to renew their 
competitiveness. For the small and specialized supplier the technology-based core capability is 
the source for potential competitive advantage.  
 
Dynamic capabilities add to the traditional core capability thinking, as they reflect the dynamic 
competitive environment. In addition to core capability, the dynamic capabilities include the 
managerial and organizational processes, routines and organizational learning. The less dynamic 
the large firm’s internal capabilities, the more it needs to leverage external partners, e.g. small 
and specialized value add suppliers. The small firm’s capabilities need to be dynamic. In a future-
oriented relationship it is not the present net value, but future options that have the highest value. 
Therefore, in order to be an interesting partner (deliver state-of-the art technological knowledge) 
in asymmetric technology partnerships and to maintain that position, the small firm’s most 
important capability is to learn and implement new technological knowledge at a fast pace. 
 
“In the case of some core technology supplier, it is critical if they are able to follow the technological development 
or we need to look for someone else. Or then there might come some quite new technologies…then also.” (Director, 
Large ICT Company A) 
 
Resources and Technological Knowledge 
According to the earlier analysis the asymmetric partners’ resources and knowledge seem mainly 
complementary (4.5.2). Large firms have relatively more resources, but the resources in the 
specific area (e.g. emerging new technology) may be relatively scarce. Large firms have usually 
more financial and managerial resources, even though the internal competition for attention and 



 
 

 

210

resources may be harsh.  
 
Technological factors driving both parties’ propensity to establish asymmetric technology 
partnerships are the systemic nature of the innovation, technology-based interdependencies, poor 
availability of complementary resources, specialized partner capabilities, need for 
standardization, early phase of the technology life cycle and globalization. These conditions drive 
both small and large firms to search for complementary partners. E.g. simultaneous poor 
availability of complementary resources and technology-based interdependency are strong drivers 
for a partnership. A large firm would prefer a partnership to markets to control the resources. If 
the partner capabilities were co-specialized, the mutual dependency would indicate a potentially 
equal relationship. 
 
Some technological factors are more important to either the large or the small technology-based 
firm (see 5.4.1 and 5.4.2). E.g. the systemic nature of the innovation is relatively more important 
to the small firms, which may not be able to sell their services without a large partner. Also in the 
early technology life cycles large partners are needed for references and credibility. Consolidation 
is common in the late industry life cycle and the independent small technology firms probably 
need strong partners. Large firms are relatively more eager to establish asymmetric technology 
partnerships the more radical the innovation, the higher the large firm path dependency, the 
higher the pace of technological change, convergence, uncertainty and complexity. Under these 
conditions the large firm’s capabilities are relatively not strong or the environmental drivers 
challenge even the strongest players. 
 
Thus the nature of the technological knowledge impacts on both parties’ propensity to establish 
asymmetric technology partnerships. Usually the partnering firm is aware of the technological 
implications to its strategic choices. However, to understand its relative position in the partnering 
negotiations it is critical for a partnering firm to understand the implications of the technology 
also on the potential partner’s propensity to establish partnerships. It is proposed that the 
potential partners’ understanding of the knowledge and capabilities of each other may be poor. 
 
7.2.2 Managerial and Organizational Culture 
 
Managerial and organizational culture, i.e. the basic assumptions and the meta-capability to 
cooperate indicate individuals’ and organization’s capability to connect and cooperate with other 
actors. 
 
Management’s Basic Assumptions 
Management’s basic assumptions (Schein 1992) are strong drivers affecting the organizational 
culture and partnering mindset. Depending on the basic assumptions on human nature and 
actions, individuals may be seen as good or bad, passive or active (see also Creed and Miles 1996 
on trust as a managerial philosophy). The single most important set of beliefs is related to the 
question of who (if any) can be trusted. Assumptions on the nature of human relationships define 
whether society is believed to be more aggressive, competitive and built on self-interest or if 
cooperation is emphasized in order to accomplish goals.  
 
According to the empirical interviews (in line with earlier writers, e.g. Christensen 1997, Barney 
1991 and 1996) the management’s basic assumptions impact the organizational culture strongly. 
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In a similar vein, Drucker (2000) discusses managerial paradigms, i.e. the basic assumptions and 
generally accepted ways of thinking and theories-in-use which are basic assumptions of reality, 
often on a subconscious level. At the organizational level the management may share the 
paradigm and thus the same assumptions of how to manage and lead their company. E.g. a 
“network paradigm” can be a managerial perception where the organization is seen as one player 
in an interconnected system. Also managerial “isms” and fads may affect the managerial culture 
but these are not as profound as the paradigms.  
 
Organizational Meta-Capability to Cooperate 
Powell (1998, 233) notes that organizations vary in their abilities to access knowledge and skills 
located beyond their boundaries. He believes that organizations also vary considerably in their 
approach to collaboration and subsequently “some organizations reap more from the network 
seeds they sow than do others.” The organizational meta-capability to cooperate1 enhances or 
impedes the organization’s actions (Miles et al. 2000). The meta-capability to explore new 
markets in the era of innovation and knowledge-based competition is collaboration.  
 
“I think that it all is based on good partnership. Our products may be ranked the best today, but another day a 
competitor may be ranked best. It is rarely about how good the product is. I think it is more about the goodness of 
the cooperative relationship and how well we are able to support our partners.” (Manager, Large ICT Company F) 
 
”It is sometimes believed to be cheaper to design software internally. It is also nasty, that in order to be able to 
make things outside, it demands first work from yourself. You need to work now in order to have it easier later… 
You need to develop your processes to the level you are able to outsource the software supply.” (Vendor manager, 
Large ICT Company B) 
 
“Let’s say that our people have understood more and more that they can not do everything in-house.” (Director, 
Large ICT Company A) 
 
Organizational meta-rules (Lazaric and Lorenz 1998b) when and how to act may enhance the 
organizational meta-capability to cooperate (see Miles et al. 2000). Lazaric and Lorenz (1998b, 
223) actually argue that rule changes are the very substance of organizational learning. 
Subsequently the organizational learning implies the process of creating and modifying the 
shared rules that embody organizational knowledge and competencies. Organizational meta-rules 
may also create rigidity (Leonard 1995) and maintain path dependence through the status quo. As 
Schein (1992) has well advocated, the managerial basic assumptions, norms and rules for 
decision-making are often also unconscious. 
 
”In our company, as she must have told you, since the establishment, from the very beginning has been told 
explicitly, that we cannot do everything ourselves, we always need to find partners. Believe that together we can do 
anything…I was given that booklet first. It tells of how our company was established and what the values in the 
beginning were. And that has always been very important in this company.” (Partner manager, Large ICT Company 
F) 
 
Managerial impact on the corporation culture is recognized as imperative. Miles et al. (2000) 

                                                 
1 The meta-capability to cooperate (Miles et al. 2000) is a specific capability related to the actor’s ability to establish 
and manage cooperative relationships. It can be also seen as one specific type of a dynamic capability (Eisenhardt 
and Martin 2000). Doz and Hamel (1998) use the term “capacity to collaborate.” A partnering mindset again can be 
seen as part of the meta-capability to cooperate, however not necessarily containing the operative skills necessary in 
cooperation e.g. contracting or creating the actual value-add. 
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argue that most alliances fail for the very simple reason that they were not created or utilized 
collaboratively as parties focused more on protecting their own returns. This could also be 
interpreted as a mindset problem, focusing on protection and being closed rather than being open 
and leveraging external capabilities and resources jointly with one’s own. If the managerial basic 
assumptions and organizational culture are not cooperative, framebreaking may be a necessary 
antecedent for asymmetric technology partnership formation. Framebreaking means that the actor 
is capable of seeing and thinking differently, i.e. the mental models and frameworks are broken. 
E.g. in the interviewed Large ICT Company B there was a meta-rule that strategic partnerships 
“always imply over 100 MUSD business potential.” Some large firm managers may also perceive 
asymmetric partners’ cooperative efforts more like competitive efforts to hover the large firm’s 
knowledge.  
 
”Strategic cooperation with a small firm demands exceptional individual accomplishment in a large firm 
management. Someone needs to take the issue into his/her personal care. I don’t think that the large firm culture – 
at least not ours – supports asymmetric technology cooperation.” (Manager, Large ICT Company E) 
 
In asymmetric technology partnerships both parties also need to be able to set the frame and 
context so that they are mutually correctly understood. If the boundary spanners from the large 
firm view the small firm as a subsupplier they may not reach the close and equal cooperation 
needed for new business concept development. Similarly, if the small firm’s boundary spanners 
view the cooperation as exclusive and strategic but in reality it will be useful only as getting 
references and legitimacy, they are bound to be confused and disappointed. If the asymmetric 
partners are capable to break the meta-rules and the related mindset, they may be able to see the 
value-add leading to trying the partnership. Also Senge (1990), Schein (1992) and Argyris and 
Schön (1978) argue for “double-loop learning” needed for individuals to inquire and evaluate the 
organizational rules and values.  
 
Miles et al. (2000) further argue that the meta-capabilities must be made explicit, become widely 
understood, and even taught. A company-wide understanding of the meaning and role of 
partnerships is important for the company’s employees to be willing to advance cooperative 
relationships.  
 
”This (partnering) is more about a mindset and simple things. In our company there may be too much tradition in 
making much of fine charts and slides…and if you think of our managers, each and everyone here understands that 
alliance management, partnering and networking are some of our most important competencies. But whether it is 
understood implicitly, that is different. I could still claim that our organization is not tuned to it (partnering).” 
(Partner development manager, Technology Venture True) 
 
”It (partnering for R&D) may not have been a company tradition, we have just developed the best products and 
services and that’s it…But slowly this is changing and you can find someone in the organization, who understands 
this and wants to cooperate with us.” (Partner manager, Large Incumbent ICT Company F) 
 
If there is not a shared understanding, inappropriate behavior at some part of the interface may 
hurt the relationship and a potential cooperation may be lost. NIH (not invented here) phenomena 
may be caused due to different fears and sense of risks. NIH may be inherent in corporations and 
the operative management may fear losing their power and influence. E.g. a large company’s 
R&D personnel may fear a change in duties and tasks towards more production-like ones, i.e. 
lesser challenge and less respect for their skills and competencies. The R&D management may 
also fear a loss of respect and that they ought to be able to invent and develop all necessary 
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innovative things themselves. The large company’s employees may behave arrogantly in their 
belief on their company’s technological strength and also due to NIH. 
 
”There was no technological understanding at that time. Also we had some internally competing ventures that were 
able to sell themselves internally better than our partner and us. This is often the case with new things.” (Manager, 
Large ICT Company E) 
 
”We thought about which would be a better partner for us; to become a technological partner for the Large ICT 
Company A or B. Then we went to meet them both. They both showed us their annual reports and statements that it 
would be nice to be a partner. Then we started from what we need as a partner. B has large customers and can 
afford our service. We started as a sub-contractor as intended… The point of departure that we had learned from 
other companies was that these A’s and B’s are the most difficult customers in the segment, and that they have this 
”native implemented here” principle i.e. everything is done inside the company. Of course it is OK, as they are 
forerunners in their field.” (Managing director, Small Software Company Alpha) 
 
The partnering mindset or organizational culture with a strong partnering mindset may not be 
consistent in the whole organization. Usually the strategic management views partnerships as an 
important tool to realize the strategy. The operational management may see partnerships as a 
threat to their existing positions.  
 
It is proposed that the organization’s meta-capability to leverage partnerships is affected by the 
management’s basic assumptions, self-reference, vision, strategy and related business plan. 
Partnering tools, e.g. a partner program and related organizational roles enable professional 
partnering.  
 
Vertical and Horizontal Commitment as a Pre-requisite 
The asymmetric technology partnership formation process seems to begin at an individual level 
(see 7.4.6) and is potentially institutionalized if the interface and commitment are created at the 
organizational level. In the large firm the management’s commitment at the strategic level is a 
pre-requisite for the legitimization and potential institutionalization of the relationship. However, 
simultaneously an operative-level boundary spanner and a champion are needed to look after the 
small firm’s interests in the large organization. S/he needs to weave the organizations together 
and find the necessary resources and capabilities for the cooperative venture. 

Small firm Large  firm

commitment

 
 

Figure 72. Vertical and Horizontal Commitment is Needed to Institutionalize the 
Asymmetric Partnership 

 
Both individual and organizational commitment is needed. In addition to vertical (operative and 
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strategic) commitment the small firm needs to build a wide horizontal interface (see Figure 72) in 
the large firm in order to secure the commitment and replace the large firm boundary spanner if 
s/he is rotated to a new position. In the large firm the rotation may happen either deliberately to 
control employee commitment to the external partners (see the written illustration below) or due 
to organizational changes.  
 
In one specific case the small partner with complementary know-how had a good relationship with a large partner. 
The small firm decided to take the risk and made irreversible investments in machinery and know-how suitable only 
to the large partner’s needs. Soon after that the small firm’s contact person in the large firm was offered a new 
position elsewhere in the firm and he did not promote the cooperation with the small firm anymore in the large firm. 
The small firm had not established contacts with the manufacturing department. They did not get any special 
support from the new contact persons in the manufacturing department. As a result the cooperative relationship 
faded and the investment made by the small firm lost its value. (Case story told by a corporate analyst involved 
closely with the case firm) 
 
“People (in the large firm) knew us from the beginning… We were in “good-old-boys” terms. Later they changed 
their policies, so no person in the large firm could have a relationship for longer than 2 years with a software 
supplier or customer. They wanted to become more business-like and professional… But it did hurt organizations 
like us.” (Manager, Multi) 
 
”This started well, we had this service concept we started the cooperation with. But problems emerged when the 
good contact guy moved to the UK. Actually it ended there. Also we began to be too busy to try it harder.” 
(Managing director, Internet Technology Next) 
 
“Afterwards I think that our roles should have been more clear. Also I should have organized some informal kick-off 
get-together where people could have learned to know each other… That way the communication would have been 
easier. For the cooperative relationship to develop further, they would have needed to cooperate very closely with 
different people in different parts of my company.” (Project manager, Large ICT Company E) 
 
“We have really had problems with them. The organization is changing all the time and nobody seems to be 
responsible for us anymore. At first somebody at the large firm was very excited of our technological knowledge. He 
said it sounds good and they need it. When our MD called him again, this guy had vanished and no one seemed to 
know anything about him or our business anymore.” (Technological expert, Internet Technology Net) 
 
…”We have tried to become trust worthy. We have tried to link them (partners) as much as possible to our European 
organization’s people, whom they can also trust. This is the channel inside our organization. The more we can link 
these small firms into our organization, the tighter they are with us and the more they want to sell as they see they 
are very close to us, then they want to sell to us” (Partner manager, Large ICT Company F) 
 
Managing the relationship may be even more challenging when the scope of the relationship goes 
beyond several units in the large organization. However, without both vertical and horizontal 
commitment from the large firm the partnership establishment may be very difficult or 
impossible. In the small firm the entrepreneur, i.e. the managing director may simultaneously 
have the role of a partnership champion. His/her commitment is necessary for the partnership to 
be established. In large firms the role of the boundary spanner is critical yet the strategic 
management legitimizes the relationship. It is proposed that for an organizational commitment to 
evolve both vertical and horizontal commitment in the large firm is necessary. 
 
Varying Expectations and Behavior According to Actor’s Organizational Role and Related 
Mental Mode 
Actors may become socialized to the context, e.g. organization as they enact their organizational 
roles. This means that the actor’s subsequent behavior is framed for that organizational role and 
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related incentives and goals. In asymmetric technology partnership formation probably also the 
individuals’ perception of the need for partnerships varies according to his/her organizational 
role. Actors have diverse perception and needs of exchange depending on their role, position and 
related incentives in their organization.  
 
In the interviewed companies the large company business development managers and also some 
partner managers expected to have “productized” value-add services, which could be combined 
to the large company’s systemic product or service offering. Their approach to cooperation was 
also more operational and they seemed to expect concrete cooperation suggestions with 
predictable short-term results and profits. A large firm’s vendor manager again would need 
capacity and skills relevant for subcontracting. Large firms’ strategic management would expect 
novel vision of the industry and novel ideas of new business concepts and enabling technologies.  
 
Small firms found it difficult to anticipate the large partner’s needs and even to find the right 
contact persons from different corporate divisions. Some of the small firm managers expected the 
large firm to directly make a bid for some project or suggest a new business concept development 
together. In some cases neither party made a proposal nor the potential cooperation was never 
realized. Potential partners’ roles, i.e. who should take the initiative and what the offering should 
be were not clear. It seemed that potential partners did not understand each other’s needs and 
motivation well enough to create a suitable value proposition.  
 
” We have offered them our basic business that is software subcontracting… we supply resources for projects and 
anything…In principle, as I said, we are not limited to any specific area, that is we can make anything. We just 
would need the order from the subscriber, that they need this. In the future, we would like to develop software 
together, share the risks and revenues…Software development is our strength. We are not committed to any special 
application area but we have knowledge from many areas, also business knowledge gained in ten years. We have 
not limited ourselves to anything. We are selling that software development know-how, technological know-how, 
project work, quality… The application may be anything.” (Managing director, Small Software Company Mia) 
 
Sometimes the boundary spanner was not motivated to carry the contact further if it was not in 
his/her personal interest and aligned with his/her organizational role. Also measurement and 
incentives seemed to clearly impact on the actors’ behavior. 
 
“We have had interesting firms in the process. If it was not to our boundary spanner’s scope... They have been in 
touch with two persons from us. If the case bypassed our boundary spanner’s interest a little, they didn’t really look 
into it, they thought it is not my job to look around the company to see if someone else in our organization would 
have wanted to partner with them.” (Partner director, Large ICT Company B) 
 
“The person who is interested in partnerships is quite high up in the organization. We must find a guy who is 
interested in partnerships. Then the ball falls down to a business manager responsible for us. If he is happy only in 
money transactions… partnering is troublesome… Why try to exercise partnerships, if money is moving and a 
partnership would be much extra trouble and little money…In another partnering case this is easy, since our 
boundary spanner is measured on how well he does business with us.” (Partner director, Large ICT Company B) 
 
Some of the interviewed persons paid attention to the rigidity of an organizational role and 
related mental mode. E.g. a corporate lawyer is a specialist, whose primary task is to spell out all 
the potential risks explicitly and make the decision-makers aware of these. Therefore s/he is 
prepared to use his/her expertise to mitigate potential opportunistic behavior. As a result s/he may 
be tempted to draft a “worst case” contract, to be prepared for potential legal disputes (see also 
Ring 2000 on lawyer’s role in alliance negotiations). Relationship building, seeing the mutual 
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gain, adapting and risk-taking is far from this mode. A hierarchical power relationship between a 
sub-contractor and buyer is also very difficult to change to an equal and cooperative partnership 
mode.  
 
“Of course I need to understand lawyers, you need watertight contracts. But it was a rather delicate moment when 
you try to create cooperation and the suggested contract could have made so much bad things (to the small firm).” 
(Manager, Large ICT Company E) 
 
”Let’s say it is the problem, if our account team comes here and our partners introduce a great mobile game to 
them. Both the account team and their customer are very excited and might want to buy that. But our account team’s 
interest may end as soon as they get in the airplane, as they do not get a penny from selling the game. But they 
should understand that when they sell that game they draw their customer closer and also sell our technology on the 
side.” (Partner manager, Large ICT Company F) 
 
“There is partnership mode vs. buyer-seller mode…. A mode, that is difficult to change into partnership modes. Both 
at technological or business side, it is difficult if the same person will have to speak about he last millions or 
cooperation… It cannot be, that first somebody tries to cut prices for 30 minutes and then starts to speak buddy-
talk.” (Partner director, Large ICT Company B) 
 
“There are different roles in partnership negotiations. Usually there is a person giving face to the partnership, 
making the initiative and creating the relationship. Then there is the “project owner.” In order to be credible s/he 
needs to have the mandate. For the “Relationship Face” to be credible, s/he needs a mandate from the rest of the 
organization. It may happen, that s/he is very nice, good and able to create trust. However when the project owner 
enters the scene, his/her actions and speech may actually create mistrust and all is spoiled.” (Partner director, Large 
ICT Company B) 
 
It can be proposed that also the perceived role of trust and the actors’ subsequent propensity to 
trust are related to his/her organizational roles. It also seems that the roles and related mental 
modes are rather stable. Therefore also the choice of boundary spanners as well as the “tune” and 
atmosphere at the early phase of partnership formation are important, even if not sufficient (Ring 
1993) for subsequent development. 
 
Alignment of Boundary Spanner’s Individual Motivation 
In the complex and highly uncertain ICT business environment individuals’ strong effort is 
needed to initialize and carry through the cooperative tasks and ventures. Due to the lean 
organizations and lack of time the individual actors must prioritize their effort and commitments 
(on the outer context, see 7.3). Subsequently, secondary issues that are not critical for the actor’s 
goals and success in his/her present position, are left for lesser attention and effort. Relationship 
building and management demand constant attention and care taking. In asymmetric technology 
partnerships there are always lots of issues that need attention and care taking. If the emerging 
problems are not solved early, inevitable misunderstandings and disappointments grow and the 
relationship deteriorates. Proactiveness and strong effort is demanded from the involved actors.  
 
Self-interest is a strong motivator and source for commitment both at individual and 
organizational levels. Also Doz and Hamel (1998, 140) note the importance of the alignment of 
personal value with the alliance goals. Organizational champions become champions because 
they have their own interest and passion for the ventures and tasks they are focused in. If they do 
not have any deep and real passion (passion from the vocabulary of Himanen 2001), they may not 
have enough strength to carry the challenging tasks through. Also Granovetter (1998,93) notes 
that most economic theories of trust argue that people act in a trustworthy way when it is in their 
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economic self-interest (e.g. shadow-of-the future or concern for bad reputation). Also 
incrementally developing organizational commitment is higher if the actors’ individual and 
organizational roles align. 
 
“You cannot trust money. When the economic interests are there, it is somewhat a ‘cold game’.” (Partner expert, 
Large ICT Company F) 
 
“It is about motivation and measurement. There are all kinds of difficult issues on partnering… A managing director 
or marketing manager could not be less interested in partnering with us. He is not interested in partnership, if he is 
measured by quarterly revenue. If we suggest we should produce a product and services together, it is time-
consuming. He may seem interested, but only to get us to do other business.” (Partner director, Large ICT Company 
B) 
 
Continuous interaction and input is needed from individual champions. Also partnership 
evaluation is done on constant basis. Individual relationships are important in transmitting weak 
signals and information on potential change of vision and related strategic direction. The 
uncertain and unpredictable future demands creative action, ability to renew, learn and adapt. The 
partnership interface and relationship management also demand considerable attention and 
investment. Therefore the alignment of the boundary spanner’s individual motivation and 
asymmetric technology partnership formation is important. Individual self-interest enforces the 
organizational role and goals. Also the individual and organizational goals need to converge. 
Subsequently the acting individual (partnership champion) must be able to create a wider 
organizational interface to ensure both tactical and strategic commitment to the partnership. 
 
Individuals also need to be simultaneously self-seeking but also able to cooperate for mutual 
interest. This may seem paradoxical but is part of the self-referential system. Simultaneous self-
seeking, self-actualization and ability to cooperate are needed for asymmetric cooperation where 
the innovation is driven by diverse knowledge bases and capabilities. If the individuals are able to 
seek individual goals and self-actualization, and their individual role is aligned to their 
organizational role, then the individual actors commit themselves very strongly to the 
cooperation. 
 
7.2.3 Self-reference: Management and Corporate Identity 
 
Self-reference is a basis for organizational vision, a starting point for future actions. In order to 
reach the goals, the system needs to be aware of its present position: what are its core capabilities, 
how it can learn and renew itself and which alternative paths are available. A system with a 
strong self-reference is aware of its basic assumptions and organizational culture, making it also 
easier to evaluate the cultural and strategic compatibility of potential partners. At the corporate 
level self-reference could be described as the corporate identity. Self-reference can be perceived 
also at individual level as a mature and healthy identity. An individual with a strong self-
reference is able to connect to others, because s/he is able to see their organizational 
heterogeneity, diverse knowledge base and culture as valuable. Self-reference is a basis for a 
healthy self-image and identity (see 6.3.4).  
For an organization with a strong self-reference it is easier to realize where it needs to leverage 
external capabilities. Self-reference enables the system (manager, organization) to connect to 
others by delineating the system’s raíson-d-être and differentiating it from others. Strong self-
reference makes choices easier: 
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“We have a clear criteria of what is important for us. If we think that it (the offered idea, service or product) does 
not support our strategy and visions and core competencies then it is for some one else and we do not touch it. This 
we know very fast. Then there are things nobody knows of. Those we may study for a while.” (Manager, Large ICT 
Company A) 
 
“In order to be able to get partners, small or large, you need to know who you are and where you are good yourself. 
That is the core…” (Partner development manager, Technology Venture True)  
 
The environmental uncertainty inherent in the ICT sector creates also internal complexity and 
ambiguity leading to disputes over meanings, which threats to stop organized action (see Aldrich 
1999, 155) and leads to rigidness and hesitation in partnering, as the strategic direction and needs 
are not clear or agreed on. Therefore it may be difficult to have a clear vision and business plan in 
the emerging and turbulent ICT sector with many uncertainties and fast pace of change. 
 
”On the other hand you never get them (partners) if you don’t have your own business plan in order. The beauty and 
challenge in this business is that you need to understand that changing thing which is your business plan. Or market 
situations change and you need to understand what that is and how you want to do it, what is the business plan and 
what is your core…” (Partner development manager, Technology Venture True) 
 
“As I said of this game, it was not clear from the beginning. Now it is quite well built. We have made it wider, we 
have started from here… If you do not know where you are playing…On the other hand you never get them 
(partners) if you don’t have your own business plan in order. The beauty and challenge in this business is that you 
need to understand that changing thing which is your business plan. Or market situations change and you need to 
understand what that is and how you want to do it, what is the business plan and what is your core. There you see 
what is the core (competence) you are good at. Then you would need to widen it.” (Partner development manager, 
Technology Venture True) 
 
“A challenge is that we don’t know whether this (suggested partnership with a small firm) is for us... We cannot say 
that we don’t want to partner since we don’t know, whether that is the case. Then we just let them hang there and 
believe that time will take care of it. And it does! They (the small potential partner) go and partner with someone 
else, our competitors.” (Partner director, Large ICT Company B) 
 
A clear business plan and partnering strategy enable a fast and professional approach to potential 
partnerships. If the company has a clear corporate identity (self reference) it is possible to 
pinpoint suitable partners for those activities it has decided not to do internally. The partnering 
process as such is faster and more professional. A strong self-reference is somewhat visible and 
creates trust in others. First trust in the corporation’s strategy and vision, second trust in that it 
has chosen its position in the value chain (so far) and will not act opportunistically and decide to 
internalize the operations agreed to be managed by a partner.  
 
Failed contacts or lacking organizational integrity and professional approach to partnerships 
make the lack of partnering mindset or cooperative culture easily visible to others in the network. 
If the corporation’s identity and behavior are clear also to external parties, they are able to trust 
the corporation’s intentions. If the corporation is able to communicate its vision and behaves 
accordingly, the potential partner need not fear surprising actions perceived as opportunistic, e.g. 
the large partner changing its position toward the small firm’s position in the industry value 
chain.  
 
Especially in asymmetric technology partnerships it is the very heterogeneity and diverse 
knowledge base that are valuable. Strong self-reference may also enable the organization to 
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maintain and develop1 its distinct capabilities and technological knowledge further and not to lose 
the vision and direction in the turbulent environment.  
 
7.2.4 Vision and Strategic Intent 
 
Vision and the strategic intent are based on the company’s present resources, capabilities and 
position in the network. Management vision is partly based also on a belief in environmental 
change and the opportunities and threats it brings to the company. Vision and strategic intent 
indicate the potential paths. Partnership is a tool to realize the vision and the strategic intent. It is 
not a strategy per se, but a means to accomplish the goals and targets set in the strategy.  
 
The basic assumptions of the management impact on the organization’s meta-capability to 
cooperate with and approach potential partners. Dynamic capabilities enable change in strategic 
direction through internal and external leverage of new capabilities. However, the capabilities are 
inert unless embodied in the firm’s “theory of business” or strategic intent bringing a sense of 
purpose (Metcalfe and James 2000).  
 
“The incentives (for partnering) are more in the strategy. And when people think of how to reach these goals (get 
this incentive) they may have to establish a partnership with this company or otherwise they can not accomplish this 
issue X…Sometimes it may of course be that the strategy is provisioned that you partner with this firm. But more 
often it is that this is the strategy and the way to operationalize it is to e.g. establish a partnership.” (Director, Large 
ICT Company A) 
 
In the dynamic and uncertain business environment the need for flexibility is high due to the pace 
of change. In the empirical interviews also “a Darwinian” approach to the small supplier 
population was expressed: 
 
“Small ones are also interesting in the sense that you can establish partnerships with more than one, and take the 
winner, keep it and leave the others out… It is right, heads the bets. That is, small firms get the most, because if none 
of them would partner with the large firm, no one would survive.” (Director, Large ICT Company A) 
 
“Strategic alliances are those that have a business impact and an expected turnover of 100 MUSD”  
(Partner director, Large ICT Company B) 
 
” We invest a lot of time to very small firms, but our idea is exactly that one out of a hundred companies will grow 
and become like Yahoo in ten years. That is enough. It only takes that one Yahoo, which will purchase billions of 
dollars worth of our technology.” (Partner manager, Large ICT Company F) 
 
Partnerships seem to have a relatively different meaning and strategic rationale for small and 
large firms. Large partners per se are usually strategic to small firms, even if the content of the 
partnership were not. In this study the asymmetric technology partnerships may (still) be more 
like options without true commitment for the large firms. This means also that for the large firms 
the network of small technology partners is strategic, not a single firm (see also Doz and Hamel 
1998, 150).  

                                                 
1 Too much adaptation and commitment may reduce the innovative activities by resulting in a homogeneous 
worldview precluding competing perceptions and interpretations. E.g. in the Ruhr area “groupthink” has turned ties 
that bind to ties that blind (Grabher 1993, 18 and 24). 
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Large Firm’s Commitment Varies According to the Uniqueness of the Small Firm Offering 
and Potential Benefits 
A small technology-based firm’s value-add grows the more, the more demanding cooperation 
they are able to participate in. Also the large firm’s commitment is expected to be higher when 
the potential to create competitive edge is higher. The critical knowledge possessed by the small 
firm could be either of technological nature or the ability to create new business concepts for 
areas that the large firms consider as potential future business areas.  
 

 
Figure 73. Small Firm Value-Add and Large Firm Commitment 
 
In Figure 73 a small firm’s value-add and potential benefits are compared to a large firm’s 
propensity to commit itself to the relationship. The commitment ranges from project-based 
cooperation (sub-supply and technological co-development) to equity stake and acquisition. The 
large firm’s commitment seems clearly higher the higher the value-add and benefits offered by 
the small firm are. 
 
“If we make an acquisition, we see that it is so important that we need to keep it in our own control… It might be 
that when we have partnered for long and then decide that we need to make an acquisition in that area, when we 
have seen that it has developed to that direction, that it has become so important that we need to get it for ourselves 
now.” (Director, Large ICT Company A) 
 
”It is very much about the needs. We need to know what we are doing. If we know we want a certain customer, 
probably we will decide that acquisition is the right strategy, although we may partner first to get to know each 
other. If we go further, to Germany or China or some more exotic country, it is probably quite sensible to start 
cooperation with the acquisition agenda, if it is a good idea. We may also remain in the partnership mode, which we 
can get rid of, if needed.” (Director, Large ICT Company D) 
 
”If we have this idea, where we don’t have competitive value-add, or it comes to some vertical which we do not 
know, a partner would be desirable. But if we only have a gap in resources, then we contact all the suppliers we 
know.” (Vendor manager, Large ICT Company B) 
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For the large firm the “make-partner-or-buy” decision is strategic as well as the type of partners 
they were searching for their ecosystem. The Large ICT Company D leveraged partnerships as an 
intermediate phase towards company acquisitions and perceived its partnership with Zeta as 
strategic.  
 
”They (Large ICT Company D) wanted to highlight that this is a strategic issue, they wanted to highlight they 
wanted to have the e-business competence, develop that in their competence center and focus in their core IT-
business.” (Managing director, Small Software Company Zeta) 
 
It was according to their strategy to acquire new competencies through acquisitions, and a 
partnership was a first step towards an acquisition. The Large ICT Company D had also invested 
a lot of resources and thought to the acquisition process. The Large Company F had low 
requirements for their ecosystem, all partners providing potential value add, and increased sales 
were welcomed. The Large Company A seemed to approach asymmetric partners from a wide 
perspective to scan and evaluate potential future business areas. They also seemed to want to 
educate both customers and other players in the emerging markets, to learn and to impact on the 
industry development. In the Large ICT Company B and Large ICT Company E the partnership 
culture was young and in general the company-wide mentality for internal development seemed 
to prevail. Subsequently they did not seem to have a clear and pre-defined strategy with respect to 
value-add partners. 
 
The large firm’s commitment and subsequent preferred mode of operation is believed to depend 
on various factors, which work simultaneously. All the interviewed large firms leveraged 
asymmetric technology partnerships for efficiency and effectiveness through complementary 
capabilities. The Large ICT Companies B, D and F also leveraged the asymmetric partners’ 
exchange value in their network (signaling). The Large ICT Companies A and D had invested in 
small partners because of their capabilities were valuable for future value creation and B had 
acquired a supplier which was active in B’s present core capability area. 
 
“The Large ICT Company A has not made very many acquisitions…May be these acquisitions have been more like 
competence technology acquisitions. That is, when we want to go to some new area.” (Director, Large ICT 
Company A)  
 
In the interview with the small firms the question was approached differently. Their motives to 
sub-supply or how they perceived a potential acquisition were only touched upon. The small 
firms most actively searching partners seemed to commit themselves to the potential partners, 
both small and large, through cooperative projects. This was to learn to know the partner’s 
capabilities (both as delivering benefits for the partnership and as a partner) in uncertain future 
competition. It may be that the more experienced small firms had learned that the payoff for 
strong commitment may be poor, therefore the tentative commitment. Those firms with lesser 
experience in partnerships aimed for long-term strategic partnerships without success so far. The 
researched partnerships were mainly operative, but partnering as such was seen as strategic tool 
and inherent in all the interviewed ICT companies’ strategy.  
 
Both small and large firms had identified partnerships explicitly as a tool to reach their goals. It is 
clear, however, that the strategic role of asymmetric technology partnerships is different to the 
partners. Usually asymmetric technology partnerships with small technology-based firms are not 
strategic to large firms. On the other hand, asymmetric technology partnership is usually strategic 
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to a small firm, even if the content of the specific cooperative task would not be. For the small 
firms the legitimacy provided by the large firm is critical.  
 
It is proposed that the more unique and strategic the small supplier’s capabilities, the higher the 
large firm’s commitment. It is also proposed that rarely a single asymmetric partner but rather a 
network of value-add suppliers may be strategic for a large firm. For a small firm the large 
partner and the enhanced credibility is often strategic, even if the content of a specific 
cooperation project would not be. 
 
In this study the parties’ commitment was lower when there were alternatives available. If there 
were no or little alternatives and the small firm offered unique benefits, the large firms had the 
interest to control the value-add supplier with unique resources through equity or acquisition. In 
general the large firms seemed to consider partnerships with small technology suppliers as 
tentative relationships providing technology options.  
 
The large firm’s strategic intent and direction determine the available resources and interest for a 
specific venture. In order to evaluate the large firm’s propensity to establish a partnership it is 
important for a small firm to analyze the large partner’s strategic position and future direction. 
 
7.3 Outer Context: Characteristics of Dynamic Environment 
 
Asymmetric technology partners in the ICT sector face a highly dynamic1 environment. Global 
competition and the increasing pace of change drive individuals and organizations to focus their 
activities and develop narrow competencies in order to stay competitive. The fast pace of 
technological change and convergence increase the complexity and need for interoperability. The 
companies and individuals in the ICT sector may be very tightly interconnected. They 
simultaneously compete and cooperate in order to innovate and to be first to foresee the areas for 
future earnings potential. 
 
“The ICT industry is hectic and complex. Different kinds of partners are needed for different situations. New 
emerging players are also needed. These may make partnerships relatively more tentative and short-term. The 
partners’ performance is evaluated continuously.” (Partner director, Large ICT Company B) 
 
The general characteristics for the knowledge-based competition, i.e. the pace of technological 
change, global network economy and the prevailing uncertainty and complexity have been 
described in 5.1 (see also Figure 36). In this subchapter the outer context, i.e. the environmental 
drivers impacting on asymmetric technology partnership formation are analyzed from the 
empirical perspective. In the empirical interviews some new phenomena emerged. First, there 
was an evident trust paradox (6.2.6): trust was needed very much in the dynamic ICT sector but 
incremental development of trust was hardly possible. Also, it became evident that the 
interviewed managers valued individual-based trust high in comparison to organizational trust. 
The interviewed managers also evaluated the other person’s trustworthiness very fast, principally 
in the first meeting. Thus in this context the role and nature of trust was perceived as fast and 
individual-based. Subsequently, the emergence and role of fast and individual-based trust needed 
more in-depth analysis. In this subchapter the environmental drivers for fast and individual-based 
                                                 
1 According to Teece et al. (1997, 512) dynamic refers to a situation where there is rapid change in technology and 
market forces, and “feedback” effects on firms. 
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trust are analyzed. The role and nature of fast trust was be analyzed in 6.4 and the evolution of 
fast trust will be illustrated in 7.4.8. 
 
In order to illustrate the role of trust in the high-velocity ICT markets further we build on the 
model on three-layered organization consisting of mechanistic, organic and dynamic layers 
(Ståhle and Grönroos 1999, see also see Burns and Stalker 1961). These mechanistic, organic and 
dynamic layers can also be seen as necessary organizational responses to various environments 
(on the organizational demands in a dynamic environment, see Eisenhardt and Martin 2000). It is 
also proposed that the alignment of the organizational structure and external forces is critical for 
the firm’s performance (Miles et al. 2000, Covin 2001). It is further expected that in such “high-
velocity markets” the competitive advantage may be only temporary and time is an essential 
aspect of strategy (Eisenhardt and Martin 2000, 1106; see also Eisenhardt 1990 and Covin et al. 
2001). 
 
In order to illustrate the role of fast and individual-based trust we build on the three-level 
organization consisting of mechanistic, organic and dynamic layers (Ståhle and Grönroos 1999 
and 2000). Ståhle and Grönroos (1999, 2000) describe the dynamic environment and chaotic 
information flow as a source for intellectual capital where the information flow creates chaos and 
new knowledge through combination of open and unpredictable competencies in spontaneous 
relationships (see Figure 74). 
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Figure 74. Relationships and Competencies as Part of Intellectual Capital in the 

Dynamic Environment (Ståhle and Grönroos 2000) 
 
The model of Ståhle and Grönroos illustrates how the inter-individual and inter-organizational 
relationships are changing from controlled and hierarchical governance to spontaneous and 
network-type of relationships. Ståhle and Grönroos (1999, 67) argue for dynamic organization as 
a chaotic system, where is difficult to see where it begins and where it ends. Prediction, 
traditional planning and control may not be possible in the dynamic environment, where the 
organizations need to adapt constantly. Information flows are chaotic and the nature of 
knowledge needed is intuitive rather than fact-based and explicit.  
 
In Figure 75 the uncertain and complex ICT environment, i.e. the environmental forces impacting 
on managerial decision-making are analyzed. The following dimensions emerged from the 
empirical interviews: 1) abundant information, 2) compressed time, 3) emerging and tacit nature 
of technological knowledge, 4) co-creation of capabilities, and 5) dense relationships. 
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Figure 75. Environmental Framework for the Evolution of Fast Trust 
 
The continuums for information, time and knowledge have been added to illustrate the analyzed 
managerial perception in the dynamic ICT sector. All the dimensions are analyzed in relationship 
to the emerging need for fast and individual-based trust. First the nature of information is 
analyzed: 
 
7.3.1 Abundant Information and Resulting Emotional Inability to Cope with the 

Uncertainty 
 
The new communication technologies i.e. Internet and mobile communications have affected the 
development of the global and interdependent network economy. In the global network economy 
the others developing similar technology can leverage the high availability and fast pace of 
information to speed up their competitive development. Companies and individuals in a specific 
sector e.g. the mobile value-add services in the ICT sector may be very tightly interconnected. 
Organizations simultaneously compete and cooperate in order to innovate and foresee first the 
areas for future earnings potential. In this very effectively interconnected global system the 
information flows are rapid and intense. Individual actors and organizations receive more 
information and impulses than they are able to manage. The flows of information are 
simultaneously rich and far-reaching (see Evans and Wurster 2000).  
 
“This cooperation is so active. If someone behaved opportunistically, the word would spread around in this 
community.” (Partner expert, Large ICT Company F) 
” We have had the new technology and people or companies from different places are very interested in it. They 
come to us to talk and their only interest is to find out what this thing is, how they could use that and they start to 
negotiate in order to develop a competing solution.” (Partner development manager, Technology Venture True) 
 



 
 

 

225

Coping with the abundant information and increased individual decision-making becomes 
extremely challenging due to bounded human rationality1 and the limits of the managerial 
planning tools. Organizational planning needs to be changed from annual cycles to real-time 
information processing and feedback systems. It may be that because of the ubiquitous and even 
contradictory information flows the decision-makers make their decisions faster and increasingly 
based on intuition. It may also be speculated that the high uncertainty, unpredictability and 
related risks create anxiety in management, as the emotional inability to cope with uncertainty2 

has been identified as a major factor slowing down managers in high-velocity markets 
(Eisenhardt 1989b and Eisenhardt and Martin 2000, Covin et al. 2001). Eisenhardt and Martin 
(2000, 112) further emphasize dynamic capabilities: “so that people can focus their attention 
amid a cacophony of information and possibilities, help provide sense making about the 
situation, and be confident enough in these highly uncertain situations where it is easy to become 
paralyzed by anxiety.” High complexity does not allow rational and fact-based decision-making, 
and the management needs to deal with approximates and intuition. The role of intuition in 
management decision-making increases, either consciously or unconsciously.  
 
In addition to previous argumentation, the ability to trust other human beings may create some 
stability and security to compensate for the environmental complexity. On the other hand, the 
individual-based trust also increases the flexibility and scope of action. One is able to risk more, 
if one has trusted individuals who can be counted on in unexpected situations. Individual-based 
trust may become an important decision-making criterion in order to cope with the complexity. It 
is proposed that because of the abundant information the fast and individual-based trust becomes 
an important decision-making criterion. 
 
7.3.2 Compressed Time Perception Demands Fast Decisions and Action 
 
Because of the developed communication technologies, it is to reach individuals reach both 
immediately and directly (Evans and Wurster 2000). The available management time has been 
compressed along the increased immediate individual reachability. Lean organizations and 
flexible job descriptions for complex work in the global network increase the time pressure. 
Knowledge-workers enjoying the luxury of having “the world in front of them” suffer from the 
limitations of human capacity to cope with all the abundant information and possibilities. 
Because of the dense and democratic relationships managers have to cope simultaneously with 
very many decisions and actions. In order to cope with the dense contacts, diverse issues and 
subsequent flow of decisions the managers may try to speed up their actions. 
 
“Let’s say we would partner with a major global ICT company. Yes, we waited one year for that agreement, and we 
seemed to loose all possible time-windows and it was really close that we would never have made that partnership. 6 

                                                 
1 (Simon 1957) Bounded rationality limits the ”powers of individuals to receive, store, retrieve, and process 
information without error (and limits individual abilities to articulate their knowledge or feelings by the use of 
words, numbers, or graphics) in ways which permit them to be understood by others” (Williamson 1975, 21-22). 
Nohria and Eccles (1992, 292) draw on the work by Collins (1987) and argue for the efficiency of face-to-face 
interaction: ”each interaction also produces a certain amount of emotional energy that affects the motivation of the 
participants to engage in future interaction with one another and shapes their future strategies for interacting with 
one another.” 
2 Johannisson (2001) makes a distinction between prediction, uncertainty and ambiguity. If we cannot predict, 
uncertainty prevails. By ambiguity he means information overload and alternative means to structure the information 
that is needed. 
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months earlier the business side was started and agreed on, then lawyers joined in and we could not agree on 
anything. If we had been able to start then 6 months ago, it would probably have been much more meaningful for 
us….” (Partner director, Large ICT Company B) 
 
“Time-to-market is crucial. (In addition to partnering) we have two choices, either we start to recruit people, and 
everyone knows how difficult it is – or we educate our people. But then the game is over” (Vendor manager, Large 
ICT Company B) 
 
“We work in a 2-4 week rhythm with our potential partners. Something new will always come out in that time.” 
(Partner manager, Large ICT Company F) 
 
” Everything was very hot then (in 1999). Negotiations for cooperation started well with many, but then they fell 
apart. People changed, positions, organizations changed. Nobody had the time to take the responsibility. We went 
through the same things with tens of people, but nothing went further to practice. Everyone had a good will and all 
that. Never was there anyone to take the practical responsibility.” (Managing director, Internet Technology Next) 
 
The globally increased organizational focus on innovation and market transparency has shortened 
the time-to market and subsequent product life cycles. The pace of technological change is 
believed to increase still as the information of new innovations and technology is immediately 
available around the globe. Being a forerunner and able to implement innovative new technology 
and business concepts fast is crucial. In the high pace markets the window of opportunity 
disappears unless the actors are able to proceed fast (see also Kenney 2001). In the dynamic 
environment the company capabilities as such do not guarantee competitive edge, but rather the 
dynamic capabilities used “sooner, more astutely, or more fortuitously than the competition to 
create resource configurations that have that advantage” (Eisenhardt and Martin 2000, 1117). 
Also Nohria and Eccles (1992, 290) argue for the need for rapid action in an uncertain and 
ambiguous environment. Subsequently there is little time to learn or study the volatile markets or 
constantly emerging new technologies. In such a business environment there is also little room 
for gradual development of partnerships. In order to cope with the dense contacts, diverse issues 
and flow of decisions, the managers try to speed up their actions. 
 
“I think that in this business all that decision-making and these plans are not for real. Nobody really plans.” 
(Partner expert, Large ICT Company F) 
 
“The first decision is made when one starts to discuss with a potential partner. That means that if we think of a 
potential sub-contractor or partner time is critical. Then (in projects) we look into such companies that have proven 
strong capability to deliver. Usually trust capital is affected by the partner’s ability to act in a difficult 
environment.” (Director, Large ICT Company B) 
 
Himanen (2001, 21) refers to Castell’s notion about the network society’s trend for time 
compression. The first mover advantage and “winner takes all” slogans all remind us of this 
constant hurry. If “an Internet Year” is perceived only as 3 months in many of the ICT sector 
companies, there is little time for reflection, learning and gradual development. The concern for 
time and speed has created managerial paradigms such as “speed competition” (Best 1990). 
Shortening product and service life cycles lead to concern for “time-to-market” and “fast-track” 
product development. The pace of change has increased and time seems to have compressed in 
the economic life. Brown and Eisenhardt (1997, 1) also illustrate that “in high-velocity industries 
with short product cycles and rapidly shifting competitive landscapes, the ability to engage in 
rapid and relentless continuous change is a crucial capability for survival.”  
 
It is proposed that the compressed time perception drives managers to make fast decisions with 
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incomplete information. The need to make a fast decision and move to the next task may either 
mean a fast positive decision or postponing an issue. In the second case a real decision is not 
made and the issue will not be actually dealt with. In the case of hesitation the asymmetric 
technology partnership may never be established, and the time and “momentum” passed by. Thus 
the compressed time orientation partly explains the need for fast trust as a trigger for relationship 
evolvement. 
 
7.3.3 Tacit and Emerging Knowledge  
 
In the ICT sector the actors may have to make decisions with incomplete information and 
knowledge. The pace of technological development is fast and it is hard if not impossible to 
follow up all the relevant development (see also Foss and Robertson 2000). Because of the strong 
convergence in the ICT sector the managers need to combine diverse knowledge bases. The 
actors are learning and experimenting and they may have little experience. There may not be 
explicit knowledge available, but the knowledge is tacit and emerging. 
 
“We work in 2-4 week rhythm with our potential partners. Something new will always come out already in that 
time.” (Partner manager, Large ICT Company F) 
 
“Software development I considered as an art…I would say that especially software subsupplying is very difficult 
because we are talking of a complete abstraction. One may approach and understand that in very many different 
ways.” (Vendor manager, Large ICT Company B) 
 
According to some of the interviewed persons, the whole ICT industry is only emerging, and the 
product development and related cooperation with complementary players is like craftsmanship 
rather than any industrial cooperation with clear rules. This demands also lots of personal 
interaction and strong communication between individual actors. 
 
“This Internet project was up and down. Sometimes things went really well, and sometimes really bad. At times they 
seemed to understand very well what we were after, at times very badly. It lasted almost for a year. There were 
problems with the quality and schedule… The Internet was only emerging, the process was new and we needed to 
get the internal commitment…” (Project manager, Large ICT Company E) 
 
Also Teece (1998a, 63) notes the need for face-to-face communication in the transfer of tacit 
knowledge. Tacit knowledge is slow and costly to transfer as related ambiguities or errors of 
interpretation demand close and personal contacts. When the technologies are only emerging and 
multi-disciplinary knowledge is needed the actors need to cooperate at a very early phase and 
make decisions with incomplete information. An organizations’ present capabilities only indicate 
its capability to learn and implement the state-of-the art knowledge, not the capability to deliver 
future technologies. Therefore the actors cannot judge each other on the basis of existing 
capabilities and technological knowledge. If they come from diverse areas they may not have the 
absorptive capacity (see also Cohen and Levinthal 1990) for evaluation either. Rather, they need 
to evaluate the other actor on the basis of the key persons’ ability and willingness to learn and 
leverage the needed knowledge. Eisenhardt and Martin (2000) characterize the need for rapid 
creation of situation-specific new knowledge. Creation of new knowledge in such conditions 
demands individual capability to accept risk and limited knowledge. It is proposed that because 
of the emerging and tacit nature of knowledge, individual-based trust is needed for asymmetric 
technology partnership formation. 
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7.3.4 Co-Creation of Capabilities 
 
Also the co-creation of capabilities emphasizes the need for individual-based trust. In the ICT 
sector the asymmetric technology firms considering partnering may be very much at the edge of 
development (emerging new technologies, convergence, and not yet visible business models). 
Also changes in strategic direction and related knowledge creation may be needed to reach a 
shared vision. The key individuals and their determined and capable actions are therefore 
necessary (but not sufficient) for the success of the partnership. 
 
”Yes, first contacts are established in a meeting at a fair or someplace. Because understanding what the other one 
has, is the most difficult thing there. It demands that you invest personally, that you like that other person, that other 
one, that you take the trouble to understand that… After that the typical next step is to do something dynamically 
fast together. To see and realize what that is.” (Managing director, Small Software Company Alpha) 
 
The organizational capabilities, however promising and valuable, are static and without 
direction, unless capable individuals dynamize them for useful capabilities. Asymmetric 
technology partnerships are rather fluid (continuously narrowing or enlarging their scope and 
strategic importance), tentative in nature, and under continuous evaluation based on informal and 
individual perception. Therefore the role of an individual champion is highlighted. It is the 
individual boundary spanner (champion) who needs to speak for the partner and partnership in 
his/her organization; it is s/he, who needs to create commitment, get resources and find the 
solutions for unexpected problems. As Metcalfe and James (2000, 42) argue, “great deal of the 
competitive value of knowledge depends on matters of organization and activity.” In the context 
of technological knowledge we also agree with Ford (1998a, 261) who argues that “the 
exploitation of technology is always initiated by individuals, because only humans have the 
capacity to understand technological content, to find a business application for it and to act.” 
Also Anderson and Narus (1990, 45) note that personal relationships may entail more intensity 
and personal commitment than organizational relationships1. In line with Anderson and Narus’es 
argument, it seems logical that risky relationships in the uncertain and complex ICT sector 
demand more intensity and personal commitment.  
 
”Well, we made last autumn a survey among our partners asking about our image and how the partners see this. 
The most important message was that our people are trusted as persons, that they can trust our word and if we 
promise something we will do that. I think this all is based quite a lot on a personal basis. If “Jack” was not Jack, 
nothing would have come out of this. I have heard from really many partners, that if Jack says something, then 
things work, then they will do it.” (Partner manager, Large ICT Company F) 
 
”Trust in large firm is much about the image and brand. I have been working things through with large 
corporations. It is great to go to a world top company, you have a different attitude for such. But then again, when 
the meeting, discussion and cooperation get going, it (trust) changes again to that individual. You need to find the 
people who keep the cooperation going. But in the beginning, the reputation may bring trust.” (Managing director, 
Internet Technology Next) 
 
According to the empirical interviews and understanding of the emerging ICT sector the 
individual actors’ important role in asymmetric technology partnership formation and the creation 
of partnership benefits is emphasized. It seems natural to trust individuals, who are perceived to 
share the vision of the technological, economic and social development. It is proposed that 
                                                 
1 Anderson and Narus (1990) argue this because they believe that in interfirm relationships it is the firm, and usually 
not the individual, who suffers the potential losses. 
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individuals who are perceived capable to mobilize (internal renewal or external leverage) the 
complementary capabilities to realize the shared vision are trusted. 
  
7.3.5 Individual Relationships 
 
The transparency of markets, increased connectivedness, market-based incentives and the shift of 
power from organizations to capable individuals and network partners (outsourcing) seem to have 
deteriorated the power of the traditional organization. The developed information technology (IT) 
has lowered the organizational hierarchy as the managerial role in information processing has 
become less important. IT has also enhanced the possibility for inter-organizational information 
exchange and subsequent cooperation in subsupply, manufacturing and development (see e.g. 
Nohria and Eccles 1992, Evans and Wurster 2000). Also the techno-economic change has 
enabled individual reachability instead of organizational relationships and contacts through 
secretaries (Teece et al. 1997, Tyler and Kramer 1996, Fukyama 1995, Evans and Wurster 2000).  
 
Traditional modes of organizing seem to lag behind the fast economic and technological change 
in the society and business environment. Legacy organizations have a hard time to cope with the 
demands for speed, flexibility and competition for best resources. Von Krogh et al. (2000, 46) 
suggest that in hyper competitive environments1 the organizations “mirror” the competitiveness 
also internally. However, internal organizations are also believed to be superior to markets in 
creating new knowledge2 (Nahapiet and Ghoshal 2000, also Penrose 1959).  
 
Classic knowledge workers are often (at least) as loyal to the knowledge they work with as the 
organizations they work for. If the organization is not able to utilize new ideas, knowledge 
workers may travel along them (see Arrow 1974, Brown and Duguid 2000). 
 
Miles et al. (2000) propose that new forms of organizations are emerging to replace the 
traditional modes of organizing. Different temporary arrangements, where a team of experts 
works intensively together in order to reach a certain goal seem to increase. Work seems to be 
organized more in firm internal task forces (Nonaka and Takeuchi 1995) or inter-firm 
arrangements where the best available experts form a virtual team to work around a certain task. 
The Gartner Group estimates that by 2005 some 80 percent of the companies will adopt virtual 
teams (Dreyfuss 2001). 
 
Fukuyama (1999, 90-91) explains the decreasing institutional trust by growing individualism and 
the desire to maximize personal autonomy by questioning the authority of the large institutions 
(corporations, church, political parties). The turbulence and fast technological change have 
created plenty of opportunities to so called knowledge-workers, professionals who know the ICT 
technologies and business. Capable individuals have many alternatives and thus they choose with 
whom they work and cooperate, not which organization or company (Fukyama 1995 and 1999, 
MossKanter 2001 and Himanen 2001). In such context the voluntary nature of knowledge 
creation must be understood. Among others, von Krogh et al. (2000, 5) argue that: “The 
                                                 
1 Hypercompetitive organizational context is seen as an opposite to an ideal knowledge creating organizational 
context (Von Krogh et al. 2000, 46). 
2 Their capability in knowledge creation is probably much related to their internal structure, focus and organizational 
culture. A large corporation with fragmented divisional organization and diverse operational areas may not be able to 
leverage from the shared culture and knowledge (see also Metcalfe and James 2001). 
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knowledge worker cannot be bullied into creativity or information sharing; and the traditional 
forms of compensation and organizational hierarchy do not motivate people sufficiently for them 
to develop the strong relationships required for knowledge creation on a continuing basis.” Also 
on the basis of the empirical interviews in this thesis it seems that individuals (knowledge-
workers) may become more committed to other individuals e.g. colleagues and partner firm 
boundary spanners rather than organizations as such: 
 
”All the people I know there… they don’t trust the organization anymore. They work for individuals. When they tell 
me about they work they work for Matti and Tiina (or Pertti, whoever their boss is) not to that organization as 
such…Also, I think it is more important for today’s IT experts to choose with whom they work than in which 
organization.” (Managing director, Small Software Company Zeta) 
 
Also the increased organizational volatility makes organization-based trust in the partner 
difficult. In today’s turbulent ICT industry the constant search for a better strategic fit between 
the organization and strategy has created major organizational volatility. In addition to internal 
organizational changes and ambiguity also external pressure through partnerships, mergers and 
acquisitions has increased the uncertainty. Fast growth and flow of new people stir organizational 
cultures as cultural norms and values permeate organizational boundaries via the personal history 
of each new member (Aldrich 1999, 155 -156). 
 
”They (large company) have millions of organizations and I felt like nobody really knew the organization. You loose 
your interest if you get rolled back and forth in organizations.” (Managing director, Internet Technology Next) 
 
”Between small firms it (trust) is a bit different than with a large firm, because there is more in that general image. 
In large ones you cannot trust that someone would not change things that are already agreed on, or it depends on 
the history, you trust as long as nothing has happened... and then you don’t trust anymore. When the organization 
changes or something else happens, then nothing happens in half a year…” (Managing director, Small Software 
Company Alpha) 
 
Due to large organizations’ heterogeneity and increased volatility the individuals seem to focus 
their identity and commitment on local peer groups, on division, their occupational group, and so 
forth (Aldrich 1999, 154). Also Fukyama (1999) believes that the circle people trust is 
necessarily smaller.  
 
”… But our partner company F is so large, that the partnering is a unit itself. It is another unit that does it (sells 
competitor’s services)…It does not mess up the cooperation with the partnering unit, with those people. It is so large 
company, there are so many people. They are little bit like own firms there.” (Managing director, Small Software 
Company Alpha) 
 
”I think the person-based trust is yet more important. I always deal with people and get things going with 
individuals. You need to find the persons you like to cooperate with and then you believe you can get good things 
done. I don’t trust in an organization.”(Managing director, Internet Technology Next) 
 
Through the individualization and detachment of individuals to collective organizations, the role 
of individuals has increased. Individual-based trust may partly complement the dissolution of 
organizational trust. It is proposed that trusted relationships evolve increasingly in a trusted 
network of individuals, not between organizations. It is proposed that individual-based trust is 
needed for asymmetric technology partnership formation. 
 
 



 
 

 

231

7.4 Process: Evolution of Individual-based Fast Trust as a Threshold Condition for 
Asymmetric Technology Partnership Formation 

 
In this subchapter the asymmetric technology partnership formation process is described and 
analyzed. First the process itself is analyzed: the intense communication, sense making and 
learning, double contingency, shared vision, intuitive decision-making and experimentation. Also 
the development of an individual relationship to an organizational relationship is discussed. 
Finally a model on the evolution of fast and individual-based trust is presented. 
 
7.4.1 Intense Communication  
 
Several authors have indicated the need for intense communication in situations where diverse 
actors engage in knowledge creation (Bidault and Cummings 1994, Mummaleni 1995, Doz and 
Hamel 1998, Nonaka and Konno 1998, Ståhle 1998, Day and Schoemaker 2000, Eisenhardt and 
Martin 2000, von Krogh et al. 2000). Nonaka and Takeuchi (1995, 222) note: “Building trust 
requires the use of mutually understandable, explicit language and often prolonged socialization 
or two-way, face-to-face dialogue that provides reassurance about points of doubt and leads to 
willingness to respect the other party’s sincerity.” 
 
The role of communication is highlighted in the dynamic ICT sector where fast decisions and 
speed are of high value. Cross-functional relationships, intense communication and real-time 
information may help to build intuition and adjust managerial action (Eisenhardt and Martin 
2000). Communication and shared language enable the integration of routines, which are an 
important element in the firm’s dynamic capabilities enabling innovation (Metcalfe and James 
2000). Firm-specific language and routines make that specific firm internally strong but create 
problems when leveraging external knowledge and cooperating with other firms. 
 
Communication1 enhances the ability to understand how others approach the world, enabling the 
exchange of information about wants, preferences and approaches to problems (Lewicki and 
Bunker 1995). However, also the ability to create common meanings enhances a chance for good 
communication, learning and cooperation. Thus communication and shared meanings have a 
mutually enforcing impact. Close communication at interpersonal level is especially critical. Also 
Ford (1998a, 34) notes that at the early exploratory stage of a business relationship “the two 
companies need to learn about each other as people to reduce the considerable distance between 
them.”  
 
”Communication is very critical… trust is created between individuals, not organizations. Individuals act like 
representatives for their organizations… You cannot trust a large firm’s organization any more than the small firm’s 
organization.”(Technological expert, Internet Technology Net) 
 
”We may have our software architect working with their architect, our software specialist working with theirs, also 
quality people discuss with each other. You need to have our technological specialists working with their specialists 
knowing the product, e.g. a new PDA. We may design even 15 applications to this PDA. The success of a single 
driver is much up to how the knowledge is transferred between us and our partners’ project managers and 
specialists. It is these specialists who work in close cooperation.” (Technological expert, Small Software Firm 
David) 

                                                 
1 Communication may be defined as “the formal as well as informal sharing of meaningful and timely information 
between firms” (Anderson & Narus, 1990, 44).  
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Social Similarity and Shared Meanings Create Trust 
Social similarity has been identified as an antecedent for trust (Zucker 1986, Creed and Miles 
1996, Ladegård 1997 and Sydow 1998). Social similarity may exist at personal or organizational 
level. At personal level it is probably based on character, education, competence and personality. 
At organizational level social similarity may be characterized by compatible organizational 
culture and values (see Figure 76). 
 

social/ 
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understanding

relevant 
expectations

ability 
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Figure 76. Compatibility as a Source for Shared Understanding, Prediction and 

Trust 
 
Trust based on social similarity or character would seem to approve similar competencies. At 
personal level this would mean that for a highly competent programmer it would be more natural 
to trust the competence and subsequent trustworthiness of another competent programmer than a 
highly successful and professional sales person of the company or partner (bringing 
complementary and needed knowledge). Trust based on social similarity may partly explain the 
classical dilemmas between technological visionaries and economic decision-makers within a 
company or between organizations. Different industries and professions have common language 
of specific wordings and terminology. This jargon probably enhances socialization (one of us), 
the level of experienced professionalism, the level of communication and the subsequently 
experienced trust. Social dissimilarity may also blur communication if the parties use different 
wordings and language common to their profession or industry. Distrust based on social 
dissimilarity is rational in a sense that it may be very difficult to judge the competence of 
person/organization different from self (recognized competence being the antecedent of the 
ability to trust). 
 
“They were a very small start-up. They had only couple of people with unique technological knowledge. Their 
marketing material was very poor; one could only evaluate them with technological argumentation. They were not 
able to talk business language. We understood locally how good they were but they were not seen as credible in the 
head-quarters.” (Manager, Large ICT Company E) 
 
Asymmetry as a Source of Friction 
By definition asymmetric partners do not share a common language or natural understanding and 
trust based on character compatibility. “…for diversity to be a resource, however, the subcultures 
must be connected and learn to value each other enough to learn something of each other’s 
culture and language…” (Schein 1992, 371). It has been argued that professionals are able to 
merge their knowledge bases because they have a large number of boundary-crossing points 
available for sharing information (Oliver 1997). In the converging ICT sector the asymmetric 
partners may not have enough common and explicit meanings: 
 
” We do not have all the documentation available. We need to have the requirements for the logic, requirements for 
the environment, architecture the interfaces. We don’t have all the necessary standards yet and not all the suppliers 
are able to follow the existing standards. This is a very young industry; we are only on the threshold of an industrial 
culture. Yes, it has to be possible to communicate this or we will not get the deliverable outcomes we expect to get. 
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And this is quite different from software supply (in the traditional IT sectors). We always do it only once, we always 
create something unique. We create e.g. only one platform…In practice this is more like a case transfer…Many 
things we do, we do only once.” (Vendor manager, Large ICT Company B) 
 
“In a partnership the partners’ cultures need to match at some level. If the partnering companies are very different, 
then discussion may be difficult.” (Director, Large ICT Company A) 
 
“This asymmetry is a good point and deserves to be put in a wider perspective. If there is an asymmetry many things 
in the partnership may never become true.” (Director, Large ICT Company D) 
 
It is proposed that in asymmetric technology partnership formation in the ICT sector there may 
not be a chance for incremental relationship development. The actors’ managerial assumptions 
and organizational cultures diverge and there may be too few connecting parameters (e.g. shared 
experience and language) to create mutual understanding. In asymmetric technology partnerships 
the social and characteristic incompatibility may lead to early disconnection.  
 
Professional Cultures Create Shared Subcultures 
It is believed that small technology-based firms differ from large incumbent players in their 
characteristic and organizational culture. Small and large technology firms cannot, however, be 
generalized as only two different cultures. They both have subcultures, which may share values 
and norms within the other firm’s subculture and respectively differ notably from other firm-
internal subcultures. The potential clash or friction between the small and large technology firm’s 
personnel is more between different subcultures, which are based on different education, age, 
working experience and values. Each individual has also his or her individual values and related 
basic assumptions. Thus in addition to any national culture an actor’s behavior and predisposition 
should be looked through at least three different cultural dimensions: organizational culture, 
subculture (e.g. specific managerial paradigm or hacker culture) as well as personal values and 
norms. 
 
Oliver (1997, 228-235) argues that trust exists among similar professionals1 because the common 
denominators lubricate cooperation. Oliver provides examples of professional similarities 
creating mutual trust, e.g. common educational background, expert knowledge and experience, 
shared rhetoric as well as commitment to profession, career and clients. Shared social context, i.e. 
social compatibility increases predictability through shared meanings. Schein also notes (1992) 
that information technology “professionals” greatly differ from senior managers due to different 
basic assumptions about information, human nature and learning. He has also identified three 
different major occupational cultures, i.e. engineering, working and executive cultures (Schein 
1996). The shared assumptions of these subcultures are often based on the members’ similar 
educational background or similar organizational experiences. Diverse occupational cultures 
also partly explain why “cross-functional” project teams have difficulties in communicating with 
each other, reaching consensus, and implementing decisions effectively. Dysfunctions among 
various cultures may cause conflicts and frustration. According to this reasoning, the small firm’s 
technological experts from an engineering culture may have problems in communication with the 
large firm’s managers coming from an executive culture. 
 
”Sometimes these gray-haired professionals need to meet these long-haired hackers... It is sometimes quite 
                                                 
1 Professionals may be characterized as one community sharing common interests, professional norms and identity 
(Oliver 1997, 233-234). 
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interesting to see…how they approach that. These (young guys) have very different language and they are extremely 
brilliant and knowledgeable. It is not natural for all (older guys). Some are really great, they are able to take them 
incredibly equally. This is great for that junior, they know that. But some have real problems; they don’t know how 
to go about it. It might become almost a father-son relationship.” (Manager, Large ICT Company A) 
 
“In a partnership the partners’ cultures need to match at some level. If partnering companies are very different, 
then discussion may be difficult”…”Yes it might be that if they look into some similar technology and they are both 
very excited about it and we believe that this technology is a sensible thing. The culture goes around this technology 
and their culture and we have the team they cooperate with, well then it is ok. But if it is a technology start-up and 
they cooperate with some large company, with a sales division which only thinks how to sell this, it might be quite 
difficult.” (Director, Large ICT Company A) 
 
It should be noticed that in addition to having different subcultures some of these subcultures are 
shared. In Figure 77 the different subcultures in large and small technology firms identified in the 
empirical interviews and research (also workshops etc) are illustrated. 
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Figure 77. Subcultures in Large and Small Technology Firms 
 
In asymmetric technology firms the young and educated ICT business people seem to be able to 
relate to each other. Similarly also the young and educated technology experts relate to each other 
easily. E.g. Himanen (2001) describes a special “hacker” culture and work ethics. For hackers 
work is a passion and working and spare time hours are not separated. “Occupational 
communities” may be created via cultures cutting across organizations, e.g. the members of a 
particular technology, i.e. software developers. 
 
”The Large ICT Company B is similar to Strada, i.e. they are full of ”propel hats.” This means that if you have 
some interesting technology, they will pull you in… when you are selling technology, of course you need to be able 
to communicate your knowledge.” (Managing director, Small Software Company Strada) 
 
“I don’t know, but these two (large firm) guys from this city, they could have been anybody from any company here. 
They have quite similar young guys doing these things. It seems to fit. I think all the Finns are quite the same. It is 
good that there is nothing strange, that corporate culture does not change totally.” (Managing director, Internet 
Technology Next) 
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Entrepreneurial culture is not typical to small firms only, but also to large firms’ new ventures. If 
the large firm has been able to create the right conditions, the new venture managers and the team 
develop the venture with an entrepreneurial attitude and passion. 
 
”There are such people in the middle-management who have been entrepreneurs before and they have the 
entrepreneurial attitude. That is much more efficient than with professional management. Their attitude is like if 
they fail it is their personal risk. They are able to make decisions.” (Managing director, Internet Technology Next) 
 
Boundary Spanners Weave the Organizational Interface 
From the partnership formation point of view the shared subcultures could offer a suitable 
platform for boundary spanners to establish a mutual understanding and interface between the 
two different organizations. The boundary spanners are the persons “weaving” the partnership 
together.  
 
”Now we operate with a very wide interface, let’s say with the Large ICT Company A. There are tens of our people 
communicating with them. This is not on one person’s responsibility (anymore). If we have a joint product 
development project, we need to have a wide interface because a terrible amount of things take place parallel...It 
comes very fast down from sales and will be organized as a project. First the project managers and sponsors are in 
charge and then the technological experts communicate with one another. “ (Technological expert, Small Software 
Firm David) 
 
“We had first a 6 month project, which was widened and delivered to additional 2 units...Thereafter we set up an 
Internet project. Me my boss helped people at Net to ask the right questions and present the right things, as we knew 
what we wanted and what they could deliver... They had worked hard for us and we wanted to help them.”(Project 
manager, Large ICT Company E) 
 
As Ring (2000) notes, they do not necessarily have the official authority, but rely on trust and 
cooperation. In order to create a strong organizational interface companies sometimes hire 
persons with relevant knowledge and contacts from partners: 
 
”…We have been involved in larger projects and we can recognize the problems. Another thing is that we know how 
these things may go wrong and they will unless they are taken care of… we have hired people from their (Large ICT 
Company D) organization. D’s people who know their organization and processes.” (Managing director, Small 
Software Company Zeta) 
 
In order to communicate effectively the organizations must recognize the deeply embedded and 
tacit assumptions of various subcultures (Schein 1996). Managers coming from separate 
organizational cultures and possessing diverse knowledge bases need to have both the absorptive 
capacity and the capacity for “framebreaking” to approach the potential in asymmetric technology 
cooperation with curiosity and creativity. At individual level compatibility and creation of shared 
context may be possible, if the boundary spanners are chosen with care (see also Kelley et al. 
2002). Ford (1998a, 262) suggests that in order to foster fruitful cooperation and innovation the 
boundary spanners should have knowledge and contacts from the complementary partner’s 
context. Also intensive prior contacts with a potential partner have been suggested to help avoid 
difficulties due to different corporate cultures and incongruous strategic intentions (Håkanson 
1993, see also Doz and Hamel 1998, 154). Following Håkanson it seems evident also in the 
empirical interviews that e.g. small company managers having a background in large 
organizations would face less problems in adapting themselves to large company cultures than 
those “scientific entrepreneurs” whose background is in a university or research laboratories. 
Therefore, the choice of suitable and motivated boundary spanners is critical for asymmetric 
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technology partnership formation.  
 
7.4.2 Sense-Making and Learning 
 
According to Lawson and Lorenz (1999, 307) learning depends on shared knowledge, which is 
mostly tacit and embodied in organizational routines and procedures. It seems that organizational 
learning is embedded in the organizational culture, i.e. the individuals are socialized to the 
organizational norms, values and routines as well as learn from the colleagues. Shared language, 
codes and informal understanding are critical both for learning and the creation of trust (Schein 
1992, Lazaric and Lorenz 1998a, Nahapiet and Ghoshal 2000, Nonaka et al. 2001 and Luo 2001). 
However, the emerging new technologies and industries may be in such an infant stage that there 
are no commonly used concepts and terminology. Making sense of the meanings makes the inter-
disciplinary communication very challenging. In the context of the emerging ICT markets and 
technologies it might not be possible to predict the size or type of market and the position of the 
jointly developed service and/or technology. The market place is evolving in a fast and 
unpredictable manner. Potential partners create the emerging future together in a very creative 
manner. Thus mutual interaction, investment in the relationship and understanding the other 
party’s core capabilities, willingness and ability to renew itself is critical. In such conditions the 
role of creative and competent individuals with strong communication skills is highlighted. 
Individual credibility as a competent professional and the ability to implement may be the 
necessary entry ticket for a further investigation of the worthiness of the relationship. Also Teece 
(1998a) argues for the critical role of organizational sense making and management’s absorptive 
capacity in the interpretation of the complex world around them.  
 
”It is never in the world either this or that, but usually’ both and’. You just have to know how to play it, once again. 
Sometimes you can do some quantitative research, and then do it really exactly. Sometimes you can trust more your 
intuition and experience, the internal built-in ability to make decisions. You may not even be able to tell how you 
recognize these things when you do. You believe that this is the intuition, but it might not be that.”(Manager, Large 
ICT Company A) 
 
”I would say that especially software subcontracting is very difficult because we are talking of complete abstraction. 
One may approach and understand that in very many different ways. I have also often said that this is most modern 
industry and only getting close to industrial revolution and culture. Subcontracting is part of industrial culture, not 
of handicraft culture.” (Vendor manager, Large ICT Company B) 
 
Learning is critical due to the asymmetry and knowledge creation context. The learning processes 
are social involving both organizational and individual skills. Common codes of communication 
are needed for learning to take place. All learning is expected to take place within an individual 
(Nonaka and Takeuchi 1995 and Grant 1996) even if in a social context. Some of the interviewed 
persons pinpointed complexity and related investment for the technology and business, which 
demands personal effort to explain and understand the diverse knowledge base, mental mode and 
potentiality of the other party. Thus for a relationship to emerge, the ability to take the role of the 
other is crucial. 
 
”First (when introducing his company to a partner) you need to have focused your business so that the other party 
understands that and sees it clearly. Then they can see my role, my firm’s role and how we and will work together… 
and what they need and can get from my company.” (Managing director, Small Software Company Alpha) 
 
An organization may learn from its members or from outsiders with complementary knowledge. 
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When specialized knowledge of asymmetric and complementary partners is brought together, 
coordination of knowledge integration may be especially challenging as reciprocal 
interdependence demands mutual adjustment and group coordination. Management learning has 
been emphasized as a key factor behind the growth of the firm (Penrose 1959, Grant 1996, Teece 
et al. 1997, Foss and Robertson 2000). Learning decreases the risk and uncertainties and also 
widens the potential scope for action and e.g. a partnership. The need for learning is at the highest 
at the early stage of the business relationship (Ford 1998a).  
 
Learning of the Asymmetry and Despite the Asymmetry 
In the intense interaction the potential partners need to understand both the potential and 
limitations related to asymmetry. Therefore the asymmetric partners’ ability to learn of the 
asymmetry and despite the asymmetry becomes critical for partnership formation. 
 
Small and large technology-based firms have often had differing expectations and goals 
(Harrigan 1988, Doz and Hamel 1998). In the asymmetric technology partnership formation 
context the partners test each other’s suitability as potential partners, and contribute jointly to 
problem solving, i.e. the possible logic of a mutual partnership. Collective effort is needed 
through intense communication and trust. 
 
“We must know the large partner’s business in order to make projects for them. It is time consuming. Often we first 
make some less intelligent solutions (e.g. web pages) to get into the business, then we may get more intelligent 
solutions (more intelligent documentation, customer support) in the core of the business.” (Manager, Internet 
Technology Net) 
 
”You can do good solutions to (Large ICT Company B) only if you understand them. I don’t mean only the system 
infrastructure, understanding the architecture, but understanding their structure, organizational decision making 
processes and their organizational change.” (Managing director, Small Software Company Zeta) 
 
” When we have made a mistake, we have done it because we did not know better…It is difficult for a telecom 
operator to understand new media and content business.”(Managing director, Small Software Company Alpha) 
 
Generating new knowledge demands diverse knowledge, but shared values, norms, and 
technological understanding are required (Nonaka and Takeuchi 1995). Multidisciplinary 
knowledge facilitates communication in product development among people with different 
backgrounds and capabilities. Organizational learning capacity is characterized by openness to 
diverse viewpoints, willingness to challenge deep-seated assumptions and mental modes, 
experimentation with the encouraging atmosphere and mastering the skills of deep dialogue and 
strategic conversation (Day and Schoemaker 2000, 41). Sometimes the differences in 
organizational context may also block learning. Managers may feel so uncomfortable that they 
hold on to their basic assumptions only stronger (Doz and Hamel 1998, 153). 
 
Learning in the Partnering Process 
Learning emerges through interaction with the environment (in order to refer and adapt itself to 
the context) and with the potential partner. Therefore a partnering firm needs to understand its 
role (e.g. which capabilities to strengthen, what position in the market and the value network to 
aspire, which business model to apply…) in the changing environment. It is easier for a self-
referential company with a clear identity and mature perception of its capabilities to establish 
partnerships. Because of the environmental and industry dynamics the actors also need to 
constantly re-evaluate the situation and re-position themselves. In order to be able to evaluate 
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one’s own possibilities one needs to position oneself in the competition landscape of the other 
player, the market and the technological development.  
 
Secondly the players need to overcome the organizational asymmetry and technological 
complexities to learn of the value-creating capabilities of the potential partner and potential 
partnership. Thus capabilities for frame-breaking and absorptive capacity are needed. Also the 
other partner’ s organizational culture and even the managerial paradigm and values are observed 
in order to evaluate the cultural compatibility. Thirdly they need to assess their joint potential in 
relation to jointly created vision and goals, what the mutual and individual benefits (and costs) 
are if they combine their capabilities.  
 
“I think it (partnering) needs to be established at different levels and it has to be understood as a learning 
mechanism. I mean it is learning at both sides.” (Director, Large ICT Company B) 
 
“We may create and jointly develop something together with a larger partner to sell it on the market. We are 
working with such relationships. In the new field, the end-customer may be wiser than us, able to see the full 
potential and willing to invest in joint development projects.” (Technological expert, Internet Technology Net) 
 
Learning Whether to Trust 
Trust creation is a gradual process, which partly explains trust being both an antecedent and 
outcome of communication, learning and adaptation. Lazaric and Lorenz (1998b) argue: “trust 
may come about over time as part of a virtuous circle of organizational learning, mutual gains 
and revised judgments concerning the trustworthiness of others.” The ability to deal with risk 
and to develop trust varies according to the boundary spanners’ ability to understand processes 
and sense making. Aldrich (1999, 231) notes that e.g. start-up firm’s managers must base their 
initial trust-creation strategies on “framing the unknown in such a way that it becomes 
believable.”  
 
Through interaction the potential partners also learn whether (how much, in which context and 
how fast) they can trust each other (see also Lazaric and Lorenz 1998a, Sako 1998). Probing the 
other with questions on e.g. the other party’s values, willingness and true ability to cooperate is 
more challenging than the issues on technological or business-wide competence. 
 
”I test them with certain questions, as you must do as well, about what that person knows. Some questions on some 
perceptions s/he has. And then I see how s/he starts to approach those things. Is it a person who says I want, I 
want… Or is a dialogue possible. Truly honest dialogue, which we are both advancing… you have that, I have this 
and we are creating a partnership and have trust between us. You just cannot do that with every person. Some are 
more like they want everything themselves and want to be on the top all the time. That is part of their type 
(personality). According to research they are very clever and fast to take advantage of, but never innovate 
themselves.” (Manager, Large ICT Company A) 
 
It is believed that trust is both needed and created at different degrees during the different stages 
of a relationship. E.g. in partnership formation intense communication is critical for increased 
understanding of the potential partner’s capabilities and intentions (see also Nohria and Eccles 
1992, 295). 
 
Learning of the Technological Knowledge 
Learning of the technological knowledge is challenging because its diversity. Because of the high 
pace of technological development changes and surprises are possible. Consequently, cooperative 
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projects are not fixed, but some creativity, flexibility and close interaction are needed.  
 
“If something goes wrong during the project… of what I said of the difficulty of software requirement 
…communication is always difficult.” (Vendor manager, Large ICT Company B) 
 
Learning is both path-dependent and cumulative. Technology transfer has been found to be more 
successful if the partners possess similar technological bases or at least recognize individual 
knowledge domains. The absorptive capacity is dependent on the actor’s earlier knowledge base 
(Cohen and Levinthal 1990, Doz and Hamel 1998). The closer the potential partner’s 
technological knowledge is to the partner’s present knowledge base the easier the absorption of 
complementary knowledge is. On the other hand, the higher the diversity between parties’ 
technological knowledge, the more demanding the learning and lesser the absorptive capacity is 
(see Figure 78). 
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Figure 78. Technological Knowledge and Demanded Capability to Learn in 

Asymmetric Technology Partnership Formation 
 
The early phase of the potential partnership is critical for the parties to understand the nature and 
potential of the diverse knowledge the other party has, and also what they are able to create 
together (see also Ford 1998a). 
 
“Time is the most important resource we have. We must educate our customers of what they can actually get and 
achieve by web-technology.” (Manager, Internet Technology Net)  
 
Thus the learning capability (especially the ability to learn new issues, where there might be only 
little existing knowledge base) is critical for asymmetric technology partnership formation. The 
ability to create trust and common reference points through shared language may enhance the 
partners’ absorptive capacity and learning (see also Luo 2001). Von Krogh et al. (2001) propose 
that new knowledge may be even a threat to individual self-image because of the demanded 
accommodation and changes. 
 
Tacit Knowledge Challenges Communication and Subsequent Learning 
High trust is needed if the technological knowledge is tacit. In the case of codified technology 
(e.g. patents) the technology transfer is easier and a lower level of trust is sufficient. In both cases 
the large firm must be able to trust the small firm’s ability to deliver state-of-the art technology 
also in the future, but in the case of tacit technological knowledge high mutual trust is needed for 
a close working relationship enabling learning and socialization. Tacit technological knowledge 
makes it harder to evaluate the competence of the partner and the value of the technology. 
Codified technology is more explicit to evaluate, and subsequently the market value of the 
potential partner is easier to price.  
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The nature of the communicating parties affects to learning and knowledge creation. In 
knowledge-based competition the high speed of change and uncertainty challenges the bounded 
rationality of human beings. Boundedly rational humans are limited in their ability to receive, 
store and process information, but also in their ability to articulate their knowledge to others 
(Williamson 1975, Simon 1957). Also asymmetry and related diverse culture, processes and 
routines create obstacles for easy and efficient communication (see 0 Carrol and Teo 1996, Kogut 
and Singh 1988, Harrigan 1988). In the following an MD for a small firm explains how much 
effort, liking and an investment it takes in the converging ICT sector to understand the other 
companies’ competencies and the possibilities they could have together. 
 
”Yes, first contacts are established in a meeting at a fair or someplace. Because understanding what the other one 
has, is the most difficult thing there. It (understanding) demands that you invest personally, that you like that other 
person, that other one, that you take the trouble to understand that… After that the typical next step is to do 
something dynamically fast together. To see and realize what that is.” (Managing director, Small Software Company 
Alpha) 
 
Secondly the nature of technological knowledge needed for competitiveness is interdisciplinary 
(based on diverse knowledge bases) and more often tacit than explicit enabling shared blueprints, 
manuals etc. The nature of knowledge is also fragile meaning that it may be lost if disclosed to 
opportunistic actors. Valuable knowledge in the dynamic environment is emerging, therefore 
demanding the complementary parties to create it jointly and to be capable to flexibly change 
their venture as needed. In Figure 79 the role of trust in the challenging communication for 
learning in the asymmetric technology partnership context is illustrated. 
 

Trust

Communication

Learning

- shared meanings  and language
- sense making  and understanding

 - dynamic cooperative effort

Nature of 
technological knowledge

Partners’ asymmetry
- managerial and

 organizational culture
- capabilities

 

Bounded rationality
- human’ s limited ability 

to perceive, process 
and articulate information

Nature of 
communicating partners

Tacitness of the
knowledge

- transferred only  in 
social interaction

Interdisciplinary 
nature of knowledge

- diverse knowledge bases
- diverse language and concepts

- absorptive capacity

Emerging nature
of the knowledge

- fast pace of 
technological change

- co-creation

Fragility of the
knowledge

- disclosure problem
- imitability

+

 
 
Figure 79. Challenging Communication for Learning in Asymmetric Technology 

Partnership Formation 
 
Subsequently the capability to communicate the interest for the cooperation, the vision (for the 
venture and related industry), own capabilities, to learn and understand the other party’s 
capabilities and jointly create the potential synergistic benefits from parties’ core capabilities set 



 
 

 

241

especially high demands for inter-party communication.  
 
Tacit technological knowledge is a major source for technology-based firms’ competitive 
advantage. Tacit knowledge is difficult to assess and understand unless the parties are able to 
communicate very openly and intensively. A simultaneous disclosure problem (appropriability), 
difficulty to communicate the full value and leverage of the tacit technological knowledge 
prevail. The disclosure problem in the ICT development is mutual. The specialized supplier has 
the technological knowledge but the large firm is usually closer to the customers. Customer 
access is considered critical for competitiveness and the large firm’s key individuals may be 
afraid of losing the critical information on customers and their needs. Therefore, even if they 
were able to deliver rather explicit requirement specification for the joint development project, 
they may not be willing and ready to do that. In such highly competitive environment the ability 
to trust the other party becomes paramount. 
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Figure 80. The Double-Edge Sword of Communication in Asymmetric Technology 
Partnership Formation 

 
In Figure 80 the paradoxical and dual role of communication is illustrated. The tacit knowledge 
inherent in the company’s core capabilities (knowledge of what, who, how, in which context) is 
very difficult to evaluate and understand without high quality and quantity communication 
enabling shared meanings, understanding and evaluation. The higher the quantity and quality of 
communication, the better the chance for transferring the tacit knowledge needed in 
interdisciplinary (technological) knowledge creation and trust. However, the transfer of tacit 
knowledge enables also imitation of the company’s core capabilities or opportunistic usage of 
company-internal knowledge.  
 
High quality and quantity of communication lower the transaction costs related to partnership and 
knowledge creation. The key challenge is therefore to simultaneously enhance and limit the 
transfer of tacit knowledge in order to increase the benefits and limit the related costs. If the 
parties are able to trust each other, they are able to communicate efficiently and effectively. Thus 
mutual trust enables the benefits and lowers the risk and related costs. 
 
7.4.3 Double Contingency at the Individual Level 
 
Double contingency (Luhmann 1995) means that actors in a social system are reciprocally 
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dependent1 on each other i.e. there are reciprocal ties2 connecting the parties. According to 
Luhmann (1995, 127) double contingency is an antecedent for a situation involving the choice for 
trust or distrust, as dependency is never simultaneous or symmetric. Especially in the large firms 
the internal and organization-wide commitment may be challenging. Double contingency, i.e. 
mutual dependency enhances the partners’ commitment and ability to trust. However, because of 
the asymmetry, double contingency is possible only at individual level. 
 
”If we think about this large and small firm…however smart guys there are in the small firm, it makes them the 
small brother and the large firm the big brother…then, how can you build trust that we are not taking advantage 
here, but we really want to do things together. That you are small but you have very much to give in this narrow 
sector we are talking about. It comes from the personal level. If you keep it at the organizational level, I don’t think 
it (trust) ever comes, a 5 person small firm, and us... We would win them 10 to zero in no time, if we wanted to. But it 
would not work and there would be no trusting relationship. We must start at personal relationships. The small 
firm’s MD or software engineer has to be able to trust that they are taken seriously even as a small player and at 
personal level. They are doing valuable work. This is very much a person play.” (Manager, Large ICT Company A) 
 
Ståhle (1998) has used the concept of double contingency as a basic foundation for self-renewing 
systems, e.g. innovative organizations. Ståhle’s reasoning may be summarized as follows: if 
persons are able to communicate on an equal and trusting basis, being mutually dependent on 
each other, they are able to connect and have a good chance for self-renewal. According to Ståhle 
(1998, 86) double-contingent relationships are always symmetrical and voluntaristic. In her 
terminology symmetry means that parties know they are in an interdependent relationship.  
 
Also in the strategic and organization research reciprocal interdependency is recommended as a 
principle for organizational structuring (Grant 1996) and a prerequisite for the network form of 
organization (Creed and Miles 1996). Double contingency enhances relationship-specific 
investments (e.g. learning and invested time in relationship building) especially if the investments 
are co-specialized3. Thus double contingency increases efficiency in relationship building. It also 
functions as an incentive for both parties to invest in the relationship and on “insurance” for 
relation-specific investments.  
 
”The first impression is important, but it really does not yet have a big meaning, if we think about this a bit further. 
This is as sensible as any other thing in this field. This is now on trust. In this turbulent world things and people are 
interdependent. It is easier to make an exit, if things are not aligned.” (Vendor manager, Large ICT Company B) 
 
”It is when you are ready to give, you are not only making use of the other…. You give something, I give something, 
and we get something together. But it is not one-sided that I take or you take. When this is created, both feel that 
they win, they get something, a win-win relationship, and then it works. The trust comes automatically in a certain 
way there.” (Manager, Large ICT Company A) 
 
The reasoning is in line with the equity theory in the social exchange theory (Homans 1979), 
where the perceived satisfaction is measured in equal contributions to the relationship. Also the 
resource-dependence theory (Pfeffer and Salancik 1978) emphasizes resources and absence of 
alternatives as a source for dependence. Also the parties’ commitment is expected to be higher 
                                                 
1 Dependence in an organizational relationship has been also defined as “the firm’s need to maintain a relationship 
with the partner to achieve its goals” (Kumar et al., 1995, 349). Johanson and Matson (1997) discuss mutual 
dependency as a critical factor for interorganizational and interpersonal relationships. 
2 On weak and strong ties, see Granovetter 1975 
3 Co-specialized assets mean that parties exchange specific knowledge and resources that are mutually more valuable 
in that relationship vs. other relationships. 
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the higher the dependency (Luhmann 1979). Therefore it can be expected that the higher the 
uniqueness of assets and the higher the asset relation-specificity, the higher the dependence1. And 
finally: the higher the mutual dependency the higher the subsequent mutual commitment and trust 
(see Figure 81).  
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Figure 81. Double Contingency as a Critical Factor in Asymmetric Technology 
Partnership Formation 

 
The mutual ability to predict and trust again increases the mutual commitment. Thus the 
relationship between trust and commitment is mutually enforcing and iterative. In double 
contingent relationships both organizational roles and individual motivation (and dependency) 
need to be aligned. If the boundary spanner has both individual self-interest (e.g. genuine interest 
for the task and personal liking2 of the other partner’s boundary spanners) and the cooperative 
relationship is also part of her/his organizational role s/he is strongly motivated to enhance the 
cooperation. Congruent roles create commitment and consequently, the experienced trust in the 
boundary spanners’ behavioral and verbal integrity. 
 
The organizational asymmetry highlights the role of the large organization’s boundary spanners 
in the partnership formation and subsequent partnership success. Committed individuals increase 
the possibility for double contingency at individual level. Some of the small firm managers 
attempted to personalize the relationship. They used their personal charisma to create individual-
based trust and commitment. The personal relationships were then leveraged to manage the 
relationship and e.g. get critical but partly confidential information on strategy or organizational 
changes. Sometimes the large firm’s boundary spanners helped the small firm’s key persons also 
after they had been rotated to a new position in the large firm.  
 
It is proposed that in an asymmetric technology partnership formation, double contingency, i.e. 
mutual dependency at the individual level is critical for the initiation and subsequent 
implementation of the relationship. 
 
 

                                                 
1 In a dyadic asymmetric technology partnership at least one of the propositions relate to the each party but also both 
may have invested in relation-specific assets and offer unique assets. 
2 Nicholson et al. (2001) suggest that many cognitive antecedents of trust operate through liking. Also Luo (2001) 
notes the critical role of individual boundary spanners’ personal attachment in cross-cultural cooperative ventures. 
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7.4.4 Shared Vision 
 
In order to reach a shared vision the actors go through a multi-layered and iterative 
communication process where they try to understand each other as individuals, their 
organizations and the vision of the industry and global development. The challenge in the process 
is the diversity of individual actors, the diverse, even interdisciplinary knowledge bases and the 
heterogeneity of the organizations. Therefore the parties need to find shared meanings and a 
common ground. According to the empirical interviews and participant observation they seem to 
proceed in a step-wise process. This resembles the multilayered experience (Brown 1998) which 
is interpreted in the context of the asymmetric technology partnership formation as illustrated in 
Figure 82). 
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Figure 82. Emerging Shared Vision in Asymmetric Technology Partnership 

Formation 
 
The process proceeds in layers from the individual level to a global vision. In the first phase (1) 
the individual actors probe each other’s knowledge, capabilities, character and attitudes. The 
interaction with a question-answer game and related behavioral signals reveals also the 
individual’s self-reference and goodwill. The role of analysis at the individual level is decisive 
for the further steps, as the key individual has an important role in mobilizing the resources and 
capabilities for cooperation.  
 
 ”… First you have the interest to find out what the other person knows, where s/he is good. That is clear and often 
done. But then you choose your questions according to the person you have in front of you. You have an intuition 
that the other one is not a right kind of person. You decide it automatically that nothing happens here. You stay 
waiting, you may let the other person assure what the relationship will be like…” (Manager, Large ICT Company A) 
 
“It is the first 1 to 3 minutes within which the other person decides if s/he can trust his/her company’s processes, 
and future turnover to your hands. Trust is created much at first sight, determined by what the other person is 
capable of. If the person is good, the organization-related uncertainties are left behind…If the person driving the 
relationship is not credible and able to create trust and mutual understanding fast, the potential partnership 
formation enters the slow track.” (Partner director, Large ICT Company B) 
 
”... First impression is important to how things will go...and then with how short term they will present, are they 
really interested and do they have a vision. I also look if they are able to communicate their vision and have self-
respect.” (Partner director, Large ICT Company B) 
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Secondly (2) the individual’s role in his/her organization and the organizational capabilities and 
goals are assessed. Thirdly (3) the parties’ visions are put to a wider perspective as the industry 
landscape, probable industry development and areas worth investigating and investing in are 
discussed.  
 
”First (when introducing his company to a potential partner) you need to have focused your business so that the 
other party understands that and sees it clearly. Then they can see my role, my firm’s role and how we and they will 
work together… and what they need and can get from my company.” (Managing director, Small Software Company 
Alpha) 
 
“ Vision is important. It is more than present understanding of the business. The partner must have an 
understanding of how to make revenue with his technology. Every company must also have an idea of what to do 
next. That separates the best from the good ones. A good machinery, good capabilities, market position and present 
 understanding is not enough.”(Manager, Large ICT Company E) 
 
”In a way I share our strategy and tell what we are like and what is important for us. Then their interest is aroused. 
Of course there is the normal small talk and such… I tell about myself and try to create an easy-going atmosphere 
and if there are new persons around… I want to tell about the big picture where we are going to, what we aim, what 
we want… It is also important to deliver fast action points, comment and ask if this was what was expected. It is 
important to highlight that this is an important thing for us.” (Partner director, Large ICT Company B). 
 
The process is iterative, ambiguous, possibly fast and partly unconscious. However, if the process 
fulfills its role as creating an experience of shared meaning, a shared vision (4) may be reached 
(see also Brown and Duguid 1991).  
 
“Vision is important…Vision is quite a soft issue, it is really an honest understanding. It may materialize in how the 
potential partner talks about the future, of how they see the development of the industry landscape. It is of what they 
really believe. It can be seen in how and what they speak, what they do (e.g. partners, acquisitions and also a white 
paper). If companies share truly a similar vision, they want do the extra mile to reach that. Therefore a shared 
vision is a source of trust.” (Director, Large ICT Company A) 
  
”It (the glue keeping firms together) may be a common vision for the future or something short-term, e.g. we want to 
reach such concrete goals where we will build such projects. Then it is for both. They take it, we take it and then we 
do it together. But it is not leaving the other waiting. There is very much analogue in how people would like to 
behave. The companies behind the people give possibilities but the game is played on individual level. I have no 
theoretical basis for this, but I know from experience that it is exactly like this. It either works or then it does not 
work.”  (Manager, Large ICT Company A) 
 
”Then (if fast trust was created) I had been able to crystallize customer benefit. I need to be able to crystallize that 
and offer that to the customer. It is the most important issue…. It is a close to business vision, but it is our role to 
bring these elements, how they can utilize the net in their business. The scope depends on the customer case.” 
(Director, Large ICT Company D) 
 
Shared vision can be seen as a result of the framebreaking and synchronization phases in the 
evolution of fast trust (see 6.4). If asymmetric parties are able to overcome their specific basic 
assumptions due to their individual and organizational perception, they may be able to create a 
“shared view of the world” (Schein 1996, 11) that can be seen as a seed for a shared culture and 
mutual space. In asymmetric technology partnerships the shared vision becomes the common 
frame of reference needed to bridge the asymmetric partners. Reaching a shared vision entails 
also positive emotions and excitement (Jones and George 1998). On a fast evolution of shared 
vision, see also minicase 5 in Appendix VII.  
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“I think that the experience of trust comes because both partners have already thought a lot and when they come 
and meet and discuss then they both feel a sense of similarity and familiarity. That what it is - a sense of familiarity.“ 
(Manager, Large ICT Company E) 
 
Shared vision is an important source of commitment and trust. In order to be credible it needs to 
be realistic. In the uncertain and complex ICT sector where the pace of development – and 
managerial perception of time – is fast, a shared vision is a critical factor in the creation of fast 
trust and a threshold for asymmetric technology partnership formation. Also, as one large 
company director explains, a shared vision commits the partners to “do the extra mile to reach 
that” i.e. the goals of the partnership. The shared vision needs to be such that the partners feel the 
other one believes in it truly. It may be also close to “business or customer benefit”, depending on 
the scope of the partnership. 
 
7.4.5 Intuitive Decision-making and Experimentation 
 
Learning through experimenting and relying on intuition may be increasingly the case in much of 
the managerial decision-making related to a complex environment. It is argued that in general the 
management is not well aware of the development in other industries. In the ICT sector this may 
be inevitable due to the imperfect information, complexity and high pace of change. It has been 
argued that different managerial capabilities and personalities are needed for different 
technologies and industries and managers dealing with emerging technologies should be able to 
rely on intuition and to improvise. In innovative industries the ability to make fast decisions is 
considered critical (Casson 1995a, Brown and Eisenhardt 1997, Day and Schoemaker 2000, Foss 
and Robertson 2000).  
 
”It is never in the world either this or that, but both and. You just have to know how to play it, once again. Where 
you can do some quantitative research, do it really exactly. Where you can trust more in this intuition and your 
experience, the internal built-in ability to make decisions. You may not even be able to tell how you recognize these 
things when you do. You believe that this is the intuition, but it might not be that.” (Manager, Large ICT Company 
A) 
 
“Partnering depends on each company history but “shooting with a rifle” is a rather good metaphor because we 
have had lots of freedom to try out new things.” (Manager, Large ICT Company E) 
 
Tentative commitment and experimentation are means to manage the risks in decision-making 
under imperfect information. 
 
”Yes, first contacts are established in a meeting in at fair or someplace. Because understanding what the other one 
has, is the most difficult thing there. It demands that you invest personally, that you like that other person, that other 
one, that you take the trouble to understand … after that the typical next step is to do something dynamically fast 
together. To see and realize what that is.” (Managing director, Small Software Company Alpha) 
  
It is proposed that the environmental context (see 7.3) drives managers to make fast and intuitive 
decisions. In order to manage the subsequent risks they do not commit themselves to exclusive 
agreements 7.1.3. The partner and the relationship are continuously evaluated. Simultaneous 
cooperation and competition is the prevailing managerial mental mode and paradigm to survive 
in the uncertain and high-speed environment. 
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7.4.6 Mutual Space  
 
Mutual space or a shared context1 has an especially important role in knowledge creation (Burt 
1992, Nonaka and Takeuchi 1995, Christensen 1997, Foss and Foss 1998, von Krogh et al. 
2000). Nonaka and Takeuchi explain BA “as a shared space that fosters emerging 
relationships… such an organizational context may be physical, virtual, mental, or – more likely 
– all three”(von Krogh et al. 2000, 7 see also Nonaka and Konno 1998). BA is an enabling 
context or platform for knowledge creation, sharing and exploitation (Nonaka et al. 2001). It may 
be a physical (office design), virtual (e-mail and Intranet) or a mental space2 (shared experiences, 
emotions and ideas). It may emerge at individual or organizational level. It may be either 
spontaneous or intentionally built. Miles et al. (2000, 304) describe territory as an enjoyable 
psychological space and outcome of collaborative processes that is created when one voluntarily 
shares new and interesting ideas with others. Miles et al. (2000) emphasize trust, common 
territory and the need for time to create collaboration leading to knowledge creation and transfer, 
as well as subsequent innovation. In Figure 83 the emergence of mutual space is illustrated: 
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Figure 83. Mutual Space (BA) Creates a New Temporary Entity with Shared 

Culture and Context 
 
In the context of asymmetric technology firm partnership formation mutual space emerges over 
the organizational borders. Interfirm cooperation in the ICT sector is organized in cooperative 
projects. In the knowledge-based industry knowledge and trust creation are established on a one-
to-one basis, between specialists from both partners. Through the created intense interface the 
one-to-one initiated relationship institutionalizes3 to an emerging mutual space or virtual 
organization between the two companies. Also Eisenhardt and Martin (2000, 2019) argue for the 
routines and joint experiences among product development members, e.g. working together to 
solve a specific problem. Concrete experiences with others may create a common experience 
base and language facilitating communication. 
 
“ We need to find some “hooks” and some customer cases…if the product is really good, it kind of lights some bulb 
in my head, I can feel there is something here, I get interested.” (Partner manager, Large ICT Company F) 

                                                 
1 The concepts of a “shared context”, “mutual space” or BA (Nonaka and Konno 1995), “territory” (Miles et al. 
2000) and “a shared view of the world” (Schein 1996) all share the basic ideas but have slightly different 
connotations. 
2 Also Doz and Hamel (1998, 137) emphasize the social bridging as the most critical mechanism in bridging the 
cooperating partners. E.g. nonprofessional actitivies allow managers to understand and experience each other’s 
culture and implicit norms and values. 
3 See e.g. Ford’s model on the development of buyer-seller relationships in business markets (1998). 
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”It is a project with a beginning and an end. We take care of it and we have clear responsibilities. There is always a 
person who is in charge of one thing in the small firm and another person who is in charge of the other issues from 
the small firms and almost the same with us. These people work very closely with each other, it is very much team 
work. This way the large firm or firms are left behind, it is work done with these people. It is much easier to trust 
then, we don’t speak of Large ICT Firm A and small firm XYZ anymore wanting to internationalize. But it comes 
more like, hey, you are doing good work, you know that, I can do this, now we go!” (Manager, Large ICT Company 
A) 
 
Individuals from two distinct organizations form a joint development project. In successful 
partnership formation the shared context creates a new organizational entity, a temporary 
arrangement with accepted norms and goals. Individual-based trust and shared vision are needed 
for the mutual space to emerge. For the new entity to be efficient the individual-based trust must 
spread among many individuals working in close cooperation and at a later stage to 
organizational trust institutionalizing the relationship. In minicase 7 (see Appendix VII) a typical 
process in the software development project between a small software supplier and a large ICT 
company is explained.  
 
Spender (1996, 51) questions whether the concept of boundary is meaningful in the context of 
modern firms1, where customers and external institutions participate in firm routines. In addition 
to the isolation  the bonding process is of importance. With the bonding process the necessary 
stakeholders, whether external or internal, are woven into a common architecture or network of 
resource owners. It is further suggested that trust may be a mechanism for the bonding process. A 
necessary pre-requisite for such organizational forms is the parties’ ability to create (fast) trust for 
the temporary cooperation to be both efficient and effective. Trust enables the needed adaptation 
and commitment. Therefore, in order to create trust the actor should impact on the conditions for 
trust creation. An enabling context or “BA” is needed for shared understanding and trust to 
emerge (on BA, see minicase 6 in Appendix VII). 
 
7.4.7 A Model on Asymmetric Technology Partnership Formation and the Evolution of 

Trust in this Process 
 
Here a model on the critical drivers and processes in asymmetric technology partnership 
formation is presented (see Figure 84). The model summarizes the holistic approach by including 
the different levels and drivers (environmental, organizational, knowledge and capabilities of 
individuals and organization, as well as the individual level) impacting on the asymmetric 
technology partnership formation. 
In the model the environmental drivers (outer context) impact as a general driving force on 
asymmetric technology partnerships. In the ICT sector the fast pace of technological change as 
well as the; complexity and uncertainty increase the actors’ need for complementary knowledge 
and flexibility. In the managerial decision-making these environmental drivers are experienced as 
compressed time, abundant information, tacit and emerging knowledge, need for co-creation of 
capabilities and the lowering power of organizational hierarchies (see subchapter 7.3).  
 
The organizational drivers and conditions are analyzed through knowledge and capabilities, 
managerial and organizational culture as well as the organizational self-reference, vision and 

                                                 
1 Yet, he concludes, the clue is in isolating the rent-yielding mechanisms from outsiders and developing a bonding 
process. 
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strategic intent (subchapter 7.2 above). The organization’s resources and technological 
knowledge set the basis for its competitiveness. E.g. a small firm providing autonomous 
technological knowledge with a strong appropriability regime may not need a large partner. On 
the other hand, the stronger the appropriability regime, the more interesting partner the small firm 
becomes for the large firm.  
 
Dynamic capabilities enable learning and the leverage of internal and external knowledge. The 
higher the large firm’s path dependency (and the lower the large firm’s dynamic capabilities), the 
higher the large firm’s propensity to establish partnerships with innovative small firms. It seems 
that the competitiveness of a small firm depends largely on its dynamic capabilities for 
innovation and continuous learning. Asymmetric partnerships are tentative and the continuation 
of the relationship depends on both internal and external factors. Also the capabilities and interest 
of the boundary spanners are critical in initiating a potentially inter-organizational relationship.  
 
The management’s basic assumptions impact on the organizational culture and subsequently also 
on the organizational meta-capability to cooperate. Especially the managers’ basic assumptions 
on human nature, human activity and relationships affect their willingness and capability to 
cooperate. If human beings are seen basically as untrustworthy and the environment as 
competitive, the probability for open communication and equal cooperation is low. 
 
Organizational self-reference indicates the organization’s identity composed of the resources, 
knowledge, capabilities, and culture. A system with a strong self-reference is aware of its basic 
assumptions and organizational culture, making it also easier to evaluate the cultural and strategic 
compatibility of potential partners. The organization’s vision and strategic intent direct the role 
and need for asymmetric partners. For example a large corporation may have a strategic intent to 
grow to new areas through acquisitions. Also a small firm may not be willing to establish 
exclusive agreements demanded by the large partner. The small firms were often looking more 
for strategic and long-term cooperation whereas the large firms approached the small firms as 
tentative partners. 
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Figure 84. Asymmetric Technology Partnership Formation and the Role of Trust in this Process
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The propensity to establish asymmetric technology partnerships is influenced by all the above 
organizational drivers and conditions. The actual process leading to asymmetric technology 
partnership formation was analyzed in subchapter 7.4. The asymmetric technology partnerships 
are seen to evolve in the enabling context, the mutual space or BA. BA may be a physical place 
but usually it is a mental space emerging in the interaction between boundary spanners. BA and 
fast trust are closely related so that BA is the context and fast trust is individual perception and a 
process. If the individual boundary spanners are capable of engaging in intense communication of 
sense making and learning, they may be able to establish a shared vision (7.4.4), the most critical 
foundation for individual-based fast trust in this context. Because of the human bounded 
rationality and environmental complexity the boundary spanners must also cope with intuitive 
decision-making. Commitments are tentative also because of the high pace of technological 
change and uncertainty. Therefore, the fast and individual-based trust may lead to 
experimentation where the parties agree to accomplish some task, e.g. a software development 
project together.  
 
Until now the relationship is based on individual-based fast trust. In the experimentation phase, 
however, the relationship may develop to an inter-organizational relationship. A shared vision 
contains a seed for organizational trust. Potential to institutional trust and commitment is seen to 
emerge through increasing organizational interface and successful experimentation. The role of 
boundary spanners is still critical in weaving the organizational relationship.  
 
Through the research process it was learned that the individual-based fast trust is as a threshold 
condition for asymmetric technology partnership formation in the converging ICT sector. In the 
following subchapter the evolution of individual-based fast trust is modeled. 
 
7.4.8 A Model on the Evolution of Individual-based Fast Trust within Asymmetric 

Technology Partnership Formation 
 
In the following the evolution of personalized fast trust in the relationship development is 
illustrated. The identified and described fast trust is mainly personalized and individual-based 
trust. The social-exchange theory is leveraged whilst describing the development of an intimate 
and mutual relationship (Huston and Burgess 1979). The interplay of different types of trust is 
described according to iteration of the interviews, the literature on trust, participant observation 
and introspection. In addition to the emerging theory on trust the model also draws on the 
interaction approach and knowledge-based view of the firm. The model has been developed as a 
result of empirical interviews where the interviewed persons were asked how they experience the 
meeting with a new and potential business partner coming from an asymmetric company.  
 
The model should not be viewed as linear and sequential, but rather as iterative and cyclical. For 
the clarity the model is presented as divided into the components of trust, type of trust, outcomes 
of trust, relationship phases and relationship development. The relationship development is 
divided into three phases: framebreaking, synchronization and experimentation. The types of 
trust in the model are affect-based trust, calculative trust, cognitive trust and behavioral trust (see 
Figure 85). 
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Figure 85. Evolution of Individual-based Fast Trust within Asymmetric Technology 

Partnership Formation 
 
The model contains the critical elements and dynamics in the evolution of fast and individual-
based trust. However, as trust is always perceived and inter-individual, the different aspects of 
the model are emphasized in relative degrees in each specific case of the trustor and trustee. First 
the evolution of fast trust is explained as a process. Self-reference is a pre-condition for mutual 
trust. A self-referent actor is aware of his/her capabilities and goals, therefore understanding the 
need to connect for others to reach them. A self-referent actor can be trusted because his/her role 
is clear, realistic and aligned with his/her capabilities. If the role is also transparent (well 
communicated), the other actors are able to trust him/her in his/her role in that position and 
willing to cooperate in a complementary role. Cooperating actors can expect that even in 
uncertain and changing environment the self-referent actor behaves predictably and with integrity 
(in accordance with his/her self-reference). 
 
Self-referent actors may be able to create a shared vision, a common perception of the future. If 
the parties also are willing to commit themselves to create that shared vision together, it will 
become a shared strategic intent. If they are willing to take mutually dependent positions their 
relationship becomes double contingent. Double contingency is possible for self-referent actors 
and creates mutual commitment.  
 
For fast trust to evolve, the self-referential and double contingent actors need to be able to 
communicate intensively in order to reach a shared vision (and strategic intent). For the fast inter-
personal relationship Huston and Burgess (1979) suggest that the actors need to behave 
cooperative and friendly (1); approach the other from a point of an equal (2); the interaction 
(communication and learning) is intense (3) and the atmosphere is informal and socio-emotional 
(4). Also Fukyama (1995) discusses the social virtues (honesty, reliability, cooperativeness, and a 
sense of duty to other) and spontaneous sociability in the context of trusting relationships. In 
asymmetric technology partnership formation the heterogeneous actors need to learn of each 
other and communicate their expectations and needs both extensively and intensively. 
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Multiplexity of communications consisting of both emotional and rational content enables both 
effective and efficient communication. 
 
The fast evolution of the relationship from awareness to mutuality enables the mutual space or 
BA (Nonaka and Takeuchi 1995). When the actors have reached the mutual relationship they are 
“more open and willing to share both positive and negative feelings, synchronize their goals and 
behavior, increase investments in the relationship, increase liking, trust and (love) for each 
other” (Huston and Burgess 1979,8). If the actors are able to communicate their diverse 
knowledge and absorb the possibly framebreaking ideas from the other, they may experience fast 
trust and initiate a relationship. Fast trust triggers asymmetric technology partnership formation 
or at the least parties’ mutual interest to experiment together. In the following the different phases 
and the dynamics in the model are explained. 
 
Phase I: Potential for Framebreaking 
In asymmetric technology partnership the actors come from different organizational cultures and 
contexts. Thus they have different histories, diverse knowledge bases as well as different 
organizational and individual characteristics. Therefore they need to be able to break the existing 
mental models, i.e. perceive the potential for framebreaking in order to appreciate the other 
individual and the potential socio-economic benefits of the relationship.  
 
It is also important for the boundary spanners to understand and externalize the complementary 
knowledge, which is also partly tacit. Nonaka et al. (2001, 20) describe this as a “dialoguing BA” 
where the actors simultaneously reflect and analyze their own mental models and share the 
mental models of others. In line with earlier reasoning it could be stated that a strong self-
reference (Luhmann 1979) enables the needed open and equal connection. Interest in the other is 
visible in behavioral and attitudinal signs and signals. According to Schein (2001) and Scharmer 
(2000) the individual’s ability for “pre-sensing” (Scharmer 2000), i.e. being intensively present 
in the interaction is critical for the evolution of individual-based fast trust.  
 
In the phase of potential for framebreaking there is an interplay of two kinds of trust: affect-based 
trust and calculative trust. Affectual trust means that the actor perceives the other as cooperative, 
equal, ethical and likeable. Also Eisenhardt (1990) notes the need for cohesive interaction and 
perception of equity in fast decision-making. In the asymmetric situation the interest in the other 
and potential affection demand framebreaking of the existing stereotypes. Affection based trust is 
partly emotional and contains liking the other somewhat. Calculative trust means that the actor 
forms a prediction that it is worthwhile to trust the other; there are some social or economic 
benefits to be expected. Calculative trust is motivated by self-interest. Double contingency 
(Luhmann 1979), i.e. mutual dependency enforces the calculative type of trust. Calculative trust 
includes expectations and is predictive in nature.  
 
Already in the framebreaking phase the actor needs to appreciate the potential benefits arising 
from diversity. Either affectual trust or calculative trust may arise first but usually both prevail 
simultaneously and are needed for the actor to become interested. Some of the interviewed 
persons described the early phase as “instantaneous, “liking” or simply “interest.” The metaphor 
of “breaking the ice” describes this framebreaking phase. 
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Phase II: Synchronization 
The phase after the interest has arisen could be described as indwelling (von Krogh et al. 2001); 
parties try to understand and learn about each other and the mutual potential. According to a 
Finnish proverb the actors “try to stand in the boots of the other person” in order to understand 
their point of view: What do they want? What are they capable of? What can we learn of them? 
For the parties to be able to understand the potential value-add of each other’s knowledge, some 
reference points and shared language is needed. The actor’s absorptive capacity, common 
reference points and language determine the speed and level of learning of the different 
knowledge base of the other. The absorptive capacity also determines the speed for understanding 
the common potential. This phase could be described also as shifting towards the other in order 
to synchronize diverse mental models. 
 
At the individual level the other actor’s potential, limitations, organizational role and personality 
are evaluated. Also the basic assumptions (Schein 1992) or individual and organizational values 
may be assessed at a more cognitive level. In the synchronization phase the trust is cognitive, i.e. 
aware of and based on the actor’s thinking and evaluation. Understanding combines both 
sympathetic appreciation (von Krogh 1998) of the other diverse actor’s knowledge and role, but 
also an attempt to understand what kind of a business model and strategy the other organization 
has. Understanding the other party’s business model and his/her role creates a “platform” on 
which to create understanding of what is possible and what is not from the point of view of the 
other. Shared vision was indicated as a key issue in the emergence of fast and individual-based 
trust due to the complexity and uncertainty in the ICT sector. 
 
Phase III: Experimentation 
The fast trust may lead to experimentation where the parties consider mutual adaptation and 
improvise in order to test the relationship with some specific task or venture. In the 
experimentation phase the managers need to be able to improvise. The capability to improvise 
indicates the actor’s ability to find creative solutions and create new combinations, which are the 
critical skills in the future oriented cooperation based on the partners’ diverse knowledge assets. 
Adaptation and improvisation demands internal willingness to adapt. This can be seen as a part of 
the meta-capability for cooperation. “Active coping” and proactive behavior may enhance 
feelings of competence and control (Eisenhardt 1990, 52).  
 
Eisenhardt and Martin (2000, 1112) also argue for iteration, experimentation and early testing as 
managerial capabilities to learn quickly and to compensate for limited knowledge bases. Because 
of the high level of uncertainty the ICT sector the managerial capability for intuitive decision-
making and related risk-taking is critical. Situations are complex and the pace of change is fast. 
Therefore the actors have to accept that there is no perfect information, and they have to learn to 
utilize tacit knowledge and intuition. In the experimentation phase trust is behavioral, and some 
indications of the experienced and given trust must be shown in fast pace. 
 
In general the intensity and openness of communication characterize the evolution of fast trust in 
emerging business relationships. Also the synchronized interaction rhythm enhances the 
evolution. At its best the interaction is like an exciting and rather fast step dance or a game of 
tennis between skilled and alert actors. As one of the interviewed persons indicated, the 
investment in understanding and learning is so high that the other person’s likeability becomes a 
prerequisite for further negotiations. For this reason it is proposed that the evolution of fast trust 
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demands also emotions, shared excitement and joy between the committed actors. 
 
It seems that the ability to create trust fast may be partly a tacit capability and partly a person-
related characteristic. Most of the interviewed persons felt that they needed to create fast 
individual-based trust. However, not all were willing to trust another individual fast in the 
business context. Some said that they did that and accepted relatively large risks. Others proposed 
that the willingness not to trust fast is part of their personality or that it is in their role to be 
professional and consider the issue thoroughly. A managing director for a successful and fast 
grown company said that he is both able to create fast trust and to evaluate another person’s 
trustworthiness very fast. So far he felt he has taken very many major risks (in trusting) but they 
had not yet realized. He highlighted the need to be knowledgeable of the industry, to understand 
other partner and even to improvise to create fast trust. When evaluating the other party’s 
trustworthiness he observed the other party’s attitude (proactiveness), social skills and “even how 
the eyes moved” when he spoke and the other one was listening to him. It was also found to be 
meaningful for the other party to be able to give answers and make the necessary decisions fast. 
In light of the empirical interviews the creation and emergence of fast trust could be characterized 
as very intense interaction of competent and empowered actors. Also Baron and Markman 
(2000) propose that successful entrepreneurs are able to interact effectively with others through 
their social skills. According to them the important skills to leverage are the social perception 
(ability to read others accurately e.g. emotions, motive and personal character), impression 
management (positive first impression), ability to influence and social adaptability (ability to feel 
comfortable with actors form diverse background). 
 
7.5 Specific Characteristics of Asymmetric Technology Partnership Formation  
 
In this subchapter the specific characteristics of asymmetric technology partnership formation are 
summarized.  
 
In most of the firms the partnering activities were rather recent and accentuated by the ICT 
convergence. Large firms were looking for complementary capabilities, technology options, 
information and flexibility. Small firms were looking for complementary resources, legitimacy 
and stability. Cooperation was arranged in projects and the continuation of the relationship was 
reconsidered after each project. The partners were evaluated after each project and they needed to 
earn trust by showing continuous capability and goodwill. It can be generalized that asymmetric 
technology partnerships are used more to explore the future possibilities rather than to exploit the 
present capabilities.  
 
From Present Knowledge and Resources to Dynamic Capabilities 
In the dynamic environment the valuable knowledge needs to be renewed and reconsidered. 
Therefore the potential partners’ dynamic capabilities become more critical than the present 
knowledge and resources when evaluating the compatibility. Firms seem to experiment and learn 
of each other’s capabilities. Consequently their propensity to cooperate was related very much to 
the general technological development as well as the partners’ dynamic capabilities. The more 
path-dependent the large firm, the higher the propensity to establish asymmetric technology 
partnerships. Also, the more dynamic the small firm capabilities, the more interesting the partner 
it was. Asymmetric technology partners in the ICT sector make a joint effort to innovate and 
create value from diverse knowledge bases. Projects may change due to environmental and 
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organizational factors, the asymmetric technology partners’ ability to adapt and change is critical. 
 
Diverse Strategic Intent: Technology Options and Legitimizing Platforms 
Conflicting motives and strategic intent characterize asymmetric technology partnerships: the 
large firms search for flexibility, efficiency and future options and the small firms legitimacy and 
predictability. It is proposed that for the small technology firms the asymmetric technology 
partnerships with large firms are an important source for legitimacy and therefore strategic. No 
single asymmetric partner was strategic to the large firm. A network of small firms could become 
strategic and a source for power. 
 
Commitment Is Possible Only Due to Double Contingency at Individual Level 
In the asymmetric technology partnerships equal commitment cannot be found at the 
organizational level. Asymmetric technology partnerships may be mutually dependent (double-
contingent) only if the dependence and the related commitment are created at the individual level. 
Some of the small firm managers seemed to have “personalized” their relationships with the large 
companies through individual-based trust. Subsequently they received help and guidance from 
committed individuals even if the large company’s contact-person had changed his/her position 
in the large company. In a similar vein the large firms may attempt to create small partnering 
units to establish personal relationships with asymmetric firm boundary spanners. This way the 
asymmetry in partner size can be broken down and relationships at a more equal and personal 
level become possible. 
 
Matching Boundary spanners Substitute Compatible Organizational Culture 
Cultural compatibility cannot be found at the organizational level. Asymmetric partners’ cultures 
are bound to be heterogeneous because of their different organizational and managerial cultures. 
However, partial compatibility may be found at the subculture level, when there are similar 
professional subcultures in the small and large firm, e.g. computer scientists, partner managers 
and business development managers. Boundary spanners from compatible subcultures may 
create individual-based trust. They may also behave in an equitable manner and become double 
contingent if their individual and (organizational) role-based interests are aligned.  
 
Because of the organizational heterogeneity and cultural diversity the asymmetric technology 
partnerships demand relatively more investments in relationship development, adaptation and 
coordination than symmetric partnerships. Matching boundary spanners may interpret and 
translate the partner’s reality and take care of mutual interest in his/her own organization. 
 
Intense Communication as a Pre-Requisite for Shared Vision  
In the asymmetric technology partnership context the concept of shared vision was found to be 
more appropriate than goal congruence. The inherent uncertainty, complexity and fast pace of 
technological change make prediction and ex-ante goal setting difficult. As a concept the shared 
vision underlines the complexity, dynamic and open nature as well as the future-orientation of 
asymmetric technology partnerships. 
 
In asymmetric technology partnerships the individuals from diverse organizational contexts, with 
diverse and partly tacit (even interdisciplinary) knowledge bases and related asynchronous 
language and meanings need to create shared understanding. Also the emerging nature of the 
knowledge and future orientation of the task accentuates the role of communication. The 
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boundary spanners may also have different basic assumptions e.g. of the nature of truth, human 
nature and interaction. This all creates anxiety and awakens self-defense mechanisms. The time 
pressure inherent in the task of creating technology-based services and products is also anxiety 
provoking. Thus the capability to communicate effectively and efficiently may become a pre-
requisite for asymmetric technology partnership formation.  
 
Trust and communication can be seen as the key factors in relationship building. They are 
mutually enforcing. Intense and open communication may enable shared meanings and 
understanding. If individual boundary spanners are able to understand and appreciate each other’s 
knowledge and communicate their company vision and understanding of the industry 
development, a shared vision may emerge. A shared vision is a critical antecedent for fast and 
individual-based trust. Shared vision may also contain also a seed for institutional trust. 
 
Individual-Based Fast Trust as a Threshold for Experimentation 
In the fast pace of global competition, shortening product and service cycles there is not enough 
time for the incremental evolution of trust. Time compression in relationship building is possible 
if the partners’ behavior is cooperative, equal, and ethical. In order to establish asymmetric 
technology partnership the actors need to reach mutual understanding, a shared vision and the 
related trust fast.  
 
In the asymmetric technology partnership the fast trust evolves through phases of frame breaking 
and synchronization leading to experimentation. In order to create a mutual relationship fast the 
managers need to create some affection-based trust. Affection-based trust may arise because of 
the shared attitudes and excitement of the task. Framebreaking is a necessary phase for the 
parties to “think out of the box” and be able to appreciate the individual and organizational 
diversity. Subsequently, the actors may be able to relate to each other despite of diverse basic 
assumptions, managerial paradigms and organizational cultures. Framebreaking is needed to see 
the complementary value-add instead of seeing the diverse organizational cultures and processes 
(asymmetry) as a negative factor increasing costs and friction.  
 
In the synchronization phase the partners try to evaluate the other party’s business model and 
position, “stand in the partner’s boots” to understand why s/he thinks as s/he does. In the 
converging ICT sector the learning and absorptive capacity demand special effort, as the 
complementary partners’ knowledge bases may be very different. The ultimate goal in this phase 
is to create a shared vision and an understanding of the potential common project. In the 
experimentation phase the partners have made an intuitive decision of a joint experiment under 
tacit knowledge and risk. The cooperative project will be experimentation without deep 
commitment and major risks. 
 
Tentative Cooperation 
Asymmetric technology partnerships are tentative. The contracts are short-term and made on non-
exclusivity basis. Because of the complexity and uncertainty, constant re-interpretation and re-
evaluation is needed. Simultaneous cooperation and competition are rather common in the ICT 
sector. 



 
 

 

258

8 ASSESSMENT AND CONCLUSION OF THE STUDY 
 
In this final chapter the study and its key findings are discussed from a theoretical point of view. 
First the appropriateness of the chosen research design is evaluated. After that the suitability of 
the general model on partnership formation is compared to asymmetric technology partnership 
formation. The conceptual findings are discussed and a conceptual process model on asymmetric 
technology partnership formation is presented. Also the specific nature and role of trust in 
asymmetric technology partnership formation is discussed and summarized in the form of 
propositions. Finally some managerial implications and suggestions for further research are 
given.  
  
8.1 The Research Design 
 
In this thesis the main research question was: what is the role and nature of trust in asymmetric 
technology partnership formation? In order to understand the role and nature of trust in this 
specific context the research problem was divided into four sub-questions:  
 

1) What are the critical factors and phases in asymmetric technology partnership formation? 
2) What is the role of asymmetry in asymmetric technology partnership formation? 
3) What is the role of technology in asymmetric technology partnership formation? 
4) What is the role of trust in asymmetric technology partnership formation? 

 
To answer the main research question and to create general understanding of the partnership 
formation process, previous empirical and theoretical research on partnership formation was 
synthesized to a general model on partnership formation with identified specific phases and 
critical factors. Conceptual tools to understand and create a holistic view of the complex and 
multi-layered research issue were derived from the theoretical traditions of the transaction cost 
approach, theories of the firm, social exchange theory and interaction approach. Dyadic cases on 
asymmetric technology partnership formation were studied empirically through in-depth manager 
interviews. Also the participant observation method was used to understand dyadic interaction at 
the individual level.  
 
Asymmetry, technology and trust were all separately analyzed. Each chapter consisted of 
theoretical and conceptual analysis followed by empirical analysis. After that, in light of the 
theoretical and empirical evidence, a model on asymmetric technology partnership formation and 
the role of trust in this process was presented as a synthesis through the analysis of the content, 
context and process. Also another model on the evolution of the individual-based fast trust was 
created on the basis the empirical and theoretical findings. As an attempt to understand the role of 
individual-based fast trust, an explanatory model on the dynamic environment for asymmetric 
technology partnership formation was drafted. 
 
First the appropriateness of the chosen research approach is discussed. 
 
8.1.1 Multi-theoretical and Holistic Approach  
 
It was proposed that in order to understand the role and nature of trust in asymmetric technology 
partnership formation a single theory approach would have yielded only a partial view.  
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Asymmetric technology partnership formation is a dynamic and multi-dimensional process, and 
subsequently a holistic research approach was selected. The role and nature of trust in 
asymmetric technology partnership formation cannot be understood without understanding the 
nature of strategic inter-organizational cooperation, the partnership formation process, the role 
of firm-specific heterogeneity and the resulting asymmetry, the role of technology and the role of 
trust. In order to reach a holistic view the research issue was approached from different levels: 
the individual decision-maker, the firm and the relationship between the asymmetric partners. 
Also the role and nature of the dynamic environment was analyzed as part of the technological 
factors. Therefore, because the research question was approached as a multi-dimensional and 
multi-level phenomenon, a multi-theoretical approach was chosen. 
 
The theory of the firm and its latest forms: the resource-based view of the firm, the dynamic 
capability view of the firm and the knowledge-based view of the firm were needed to explain the 
role and nature of strategic inter-firm cooperation. They were also useful in explaining the role of 
firm-heterogeneity and asymmetry as well as the roles of organizational culture and trust. The 
dynamic-capability view of the firm and especially the knowledge-based view of the firm 
explained also the nature of technology cooperation, i.e. the need for complementary capabilities, 
knowledge creation and transfer. The dynamic capability view of the firm attempts to explain a 
firm’s behavior in a dynamic environment1. The transaction-cost approach and the social 
exchange theory were critical in explaining the motivation to cooperate and the potential costs in 
asymmetric technology partnerships. Together they also explained the roles of risk and trust. 
They also shed light on the perception and action of individual decision makers. Interaction 
approach provided a useful basic model to understand the dyadic exchange and partnership 
formation.  
 
The transaction-cost approach provided useful tools to analyze the boundaries of the firm. Also 
the basic premises of the transaction-cost approach: opportunism, bounded rationality, 
uncertainty, asymmetric information and small number of players as well as asset specificity 
were used as conceptual tools to understand the research issue. Especially the uncertainty and 
bounded rationality explained the highly dynamic ICT environment and were used in the 
conceptual discussion in creating the theory on asymmetric technology partnership formation and 
the role of trust in this process. The transaction-cost approach is, however, static and its basic 
premise on homogeneous and faceless actors do not fit with the other theoretical approaches. Its 
worldview is somewhat restricted and attempts to find the most efficient structure for the actors 
to operate in the uncertain and risky world where the actors having a “self-seeking interest with 
guile” may behave opportunistically. In this thesis the role of the TCA was not focal, but it 
helped to understand better some of the interviewed managers and the internal focus in some of 
the large firms. 
 
Some of the focal concepts of the social exchange theory, e.g. mutual self-interest, rewards and 
punishments fit well with the transaction-cost approach. In this thesis the social exchange theory 
and TCA were combined to assess the potential costs and benefits in asymmetric technology 
partnerships. The social exchange theory also provided a basic framework to understand the 
development of the individual-based fast trust. 

                                                 
1 Eisenhardt and Martin (2000) describe and explain the role and nature of dynamic capabilities and managerial 
action in the high-velocity environment very well.  
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The resource-based view of the firm, the dynamic capability view of the firm and the knowledge-
based view of the firm are all strategy-related theories of the firm focusing in the source for 
competitive advantage. They share the basic premises, but emphasize slightly different issues. 
These theories were important and useful to understand the firm heterogeneity (asymmetry) and 
firm-specific competitive advantage. The resource-based view of the firm (Barney 1991, 1996, 
Barney and Hansen 1994) brought up the critical role of organizational culture and trust. The 
dynamic capability view of the firm offered the most appropriate tools to understand the 
knowledge-based competition in the dynamic environment. The knowledge transfer, knowledge 
creation and context for knowledge creation were addressed best in the knowledge-based view of 
the firm.  
 
The dyadic exchange and relationship formation analyzed in this thesis were best addressed by 
the interaction approach drawing from the social exchange theory and focussing on the dynamics 
in inter-organizational relationships. The premises of the interaction approach converged partly 
with the theories of the firm. The dynamic approach and acknowledgement of the firms as 
heterogeneous organizations with resource dependence suited well with the dynamic capability 
view of the firm. The interaction model (Håkansson 1982) is still a valid conceptualization of 
inter-organizational relationships at a high aggregate level. In comparison to the transaction cost 
approach, the interaction approach has a more positive approach to the world, and the actors are 
seen as heterogeneous and interconnected. Instead of opportunism, trust is acknowledged as a 
focal concept. 
 
Therefore, even though the theoretical traditions have partly divergent premises they offered a 
more complete set of conceptual tools to understand and analyze the complex research issue. The 
multi-theoretical approach was found highly relevant as the economic, socio-psychological and 
technological factors were all found to impact on the asymmetric technology partnership 
formation. Focus on only one or two theoretical traditions would have given a more focused, but 
only a partial view of the research problem. In an attempt to create a rich and realistic analysis of 
the research problem a wide set of conceptual tools was found both useful and necessary.  
 
8.1.2 Qualitative Approach  
 
The qualitative approach was important in order to understand the complex research issue with 
many inter-related and even ambiguous components, such as technology and trust. Also 
according to Easton (1995, 476) “case research allows the researcher the opportunity to tease 
out and disentangle a complex set of factors and relationships.” Easton further borrows 
Minzberg (1989, 60) “no matter what the state of the field, whether it is new or mature, all of its 
interesting research explores. Indeed, it seems that the more deeply we probe into this field of 
organizations, the more complex we find it to be, and the more we need to fall back on so called 
exploratory, as opposed to ‘rigorous’ research methodologies.” Especially trust is a complex, 
multi-dimensional and social concept, which is difficult to understand without a qualitative 
approach. Also, because this study aimed at constructing new theory on a complex phenomenon 
demanding a holistic approach, the qualitative approach was useful. 
 
In-depth interviews made possible the understanding of the subjective managerial reality and 
perception. In a dialogue mutual reflection, additional questions and a free flow of the 
interviewees’ thinking was possible. The personal contact, reserved time, suitable order of 
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questions, indirect approach to the issue of trust as well as the agreement on confidentiality 
enabled an open and trusting discussion.  
 
The qualitative approach made it also possible to pay attention to emerging new issues arising 
from the empirical material. In this research the specific impact of the highly dynamic 
environment, the individual-based fast trust and their interconnection were identified in the 
research process. Also a new conceptual component of trust, the self-reference, was identified 
within the research process. However, grounded theory (Glaser and Strauss 1972) was not used in 
this research, but rather a multi-theoretical framework, which opened up many avenues to study 
the complex phenomenon from a holistic perspective. Thus the role of the theory was to explain 
parts of the research issue and give conceptual tools. The suitability of the conceptual tools 
derived from the theory was validated throughout the study and the most useful concepts were 
accepted as building blocks for the created new theory on asymmetric technology partnership 
formation and the role of trust in this process. 
 
In spite of the indirect approach to trust, the critical role of trust and the nature of individual-
based fast trust came through the dialogue very clearly in the interviews. In this regard the 
managers’ language was directly understandable. Also the role and nature of asymmetry was 
rather easy to explain on the basis of the various discussions combined with the literature on 
theoretical and empirical research. It was rather easy for the experienced managers to discuss the 
similarities and differences, the benefits and costs in asymmetric technology partnerships by 
giving examples from their own experiences. The task of the researcher was to connect and 
aggregate the stories and examples on firm-specific characteristics to synthesized models like e.g. 
“Asymmetric rationale and challenge” and “Scale of compatibility and incompatibility.”  
 
However, for example the reasons and underlying logic for the critical role of fast and 
individual-based trust were not so easy to discern. More theoretical reading, thinking and analysis 
of the contemporary reality of the business environment were needed. The resulting researcher’s 
re-construction of the managerial perception and experience can be seen in the description of the 
outer context implying for the need of individual-based fast trust (see 7.2). The increased 
understanding of the concept of trust was not easy to reveal directly from the interviews, either. 
Even though many of the interviewed managers frankly brought up the critical role of fast and 
individual-based trust they were not able to explain its nature or components very clearly. This is 
understandable, because trust is very often unconsciously evaluated. Therefore the researcher 
needed to interpret and combine the emerging knowledge in order to be able to discern more 
specifically the critical components of trust as well as its nature and role.  
 
According to the researcher’s own assessment, a deep analysis of the issues of trust and 
asymmetry in the asymmetric technology partnership formation context was carried out. The 
complete truth cannot be reached and therefore further research is called for also on these issues. 
The researcher believes that also analytic generalization on the results on trust and asymmetry is 
possible. The role of technology was assessed from various angles: the dynamic environment, the 
nature of the technology-based firm and the nature of technology itself. The research on the 
nature of technology or technological knowledge itself is not claimed to be comprehensive. 
However, the role of technology was found important and necessary to investigate in order to 
understand the content of the cooperation. The analysis of the dynamic environment and its 
implications to the managerial perception seem valid. They are also partly confirmed by other 
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researchers (see e.g. Ståhle and Grönroos 1999, Eisenhardt and Martin 2000). Therefore, in a 
dynamic environment, it is claimed that the role of fast and individual-based trust is significant 
and even a threshold condition in asymmetric technology partnership formation.  
 
In qualitative research the subjectiveness of the results has often been criticized. An attempt to be 
objective in information gathering was made in this study by choosing several respondents and 
refraining from direct and early questions on trust. A strong effort was also made to try to 
understand the context and connections of the diverse issues brought up in the interviews and the 
theoretical literature on the research problem. Also, several attempts were made to reveal the 
internal validity of the role of the fast and individual-based trust leading to asymmetric 
technology partnership formation. To increase the internal validity, the models and description 
were also validated with the interviewed managers who read and commented on both the 
preliminary and final results.  
 
8.2 Key Theoretical and Conceptual Findings 
 
In this subchapter the suitability and relevance of the synthesized general model on partnership 
formation and its key concepts are evaluated. Some of the key concepts have been re-
conceptualized for this context. Also some new concepts are presented as a result of this study. 
The new concepts are analyzed and defined. The relevant concepts and their relationships are 
illustrated as propositions in a conceptual process model on asymmetric technology partnership 
formation. The new conceptualization of trust and the new components in the multi-dimensional 
concept are discussed and compared to an earlier conceptualization (Blomqvist 1997). 
Propositions on trust are presented as a summary on the role and nature of trust in asymmetric 
technology partnership formation and as suggestions for further research. 
 
8.2.1 Suitability of the General Model on Partnership Formation and the Key Conceptual 

Findings 
 
The synthesized a-priori model on asymmetric technology partnership formation is a generic 
model. It is parsimonious and has a rather good general explanatory power at a high aggregate 
level. However, as a generic model it cannot explain the specific nature of asymmetric 
technology partnership formation (see Figure 86). 
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Figure 86.  General Model on the Critical Phases and Factors in Partnership 

Formation 
 
The comparison of the general model to asymmetric technology partnership formation proceeds 
so that the critical factors and phases in the general model are perceived as critical concepts (see 
Figure 87).  
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Figure 87.  The New Conceptual Components in Asymmetric Technology 

Partnership Formation Contrasted to the General Model on Partnership 
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In the asymmetric technology partnership formation the awareness of the need for partners and 
the awareness of the partners in the awareness phase (phase 1) are affected by the changes in the 
dynamic environment. The dynamic environment has not been highlighted in the general model. 
Because of the dynamic environment and the related complexity, the attraction of the partner is 
continuously re-evaluated (attraction, phase 2). Instead of the present products, services and 
resources the complementary capabilities1 are the basic motivation for the partners’ propensity to 
establish asymmetric technology partnerships. The partner’s dynamic capabilities are also 
continuously compared to the needs of the dynamic environment. As compatibility implies 
homogeneity, it is not an appropriate term to explain asymmetric technology partnership 
formation, because asymmetric technology partners are neither strategically nor organizationally 
compatible. Asymmetric technology partners have diverse resources, capabilities and strategic 
intent, therefore also the strategic role of the partnership is often different. Also the 
organizational cultures and knowledge bases are diverse by definition. The role of individual 
boundary spanners2 is highlighted as an opportunity to bridge the organizational incompatibility. 
The boundary spanners were found to have a critical role not only in creating a feeling of 
sameness, interpreting the other organization’s culture and intentions, but also in mobilizing the 
dynamic capabilities from their own organization. In the dynamic environment and future-
oriented technological cooperation a shared vision between the individual boundary spanners is a 
more appropriate concept than the earlier identified goal congruence. The content and context of 
the cooperation make ex-ante goal setting difficult. Reaching a shared vision of the development 
of the industry and the parties’ cooperative role in this development was found to be a critical 
antecedent for experienced fast and individual-based trust.  
 
The interaction (phase 3) is especially critical because of the actors’ need to understand each 
other despite the asymmetry and complexity of the task. The interaction phase is strongly 
connected to the other phases because of the need for continuous sense making and re-evaluation 
of the dynamic environment. The role of communication is accentuated because of the 
asymmetry, the dynamic environment and the technology content. Multiplexity of communication 
was presented as a source for intense communication and trust. 
 
In asymmetric technology partnership formation a new type of trust, the individual-based fast 
trust was found. Its role and nature are different from the incremental organizational trust. 
Consequently, the concept of trust as such was found inadequate. Instead of a single construct, 
two different types of trust were presented: the individual-based fast trust and the incremental 
organizational trust. They are both critical for asymmetric technology partnership formation, but 
their roles and nature are different. 
 
Because of the dynamic environment, technology content and the partners’ asymmetry, the role 
of commitment was less notable. Especially the large firms did not commit themselves to their 
asymmetric technology partners or cooperation with a specific small firm. Mutual organizational 
commitment is not usual in asymmetric technology partnerships but double contingency at 

                                                 
1 The partners’ dynamic capabilities must be complementary in order to be a source for potential value-add and 
benefits (see the scale for asymmetric complementarity and incompatibility in chapter four). This means that the 
small firm must be able to develop its complementary capabilities more effectively and efficiently than the large firm. 
In order to be interested in partnering the large firm must be relatively more pathdependent, yet have a high meta-
capability for cooperation. 
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individual level was found as an antecedent for commitment. The role of the boundary spanner is 
critical in enhancing the small firm’s adaptation and mutual coordination. S/he may also 
“weave” the two organizations together, and the narrow interface based on individual boundary 
spanners in both organizations becomes an organizational interface. On the basis of successful 
experimentation and the boundary spanner’s role in weaving the two organizations together, 
organizational commitment and trust may emerge. In the interaction phase (3) both horizontal 
and vertical commitment is needed for the development of organizational commitment in 
asymmetric technology partnerships. 
 
Also the final phase in the general model, agreement on partnership (phase 4), was found to mean 
merely a short-term agreement on pilots or cooperative projects and not commitment for long-
term cooperation. In asymmetric technology partnership the role of the contract was found to be 
less important than trust. In many cases the partners had invested in cooperation before a contract 
was signed. The partners were continuously re-evaluated and the contracts were short term, 
reflecting the temporal nature of the relationships and environmental uncertainty. New critical 
concepts for asymmetric technology partnership formation, intuitive decision-making and 
experimentation were explained. The agreement on partnership phase does not explain the 
tentative nature of asymmetric technology partnerships. Therefore it could be re-conceptualized 
as an experimentation phase (4).  
 
Asymmetric technology partnerships are tentative and the iterative and cyclical nature of 
partnership formation process is strongly emphasized. Therefore, asymmetric technology 
partnership formation cannot be described as consisting of clear and successive phases. Rather, it 
consists of iterative and recurrently (continuously) repeated loops. After each experimentation, a 
pilot or development project, the boundary spanners re-evaluate the cooperation. Asymmetric 
technology partnership formation is a continuous and non-finite process, which the partners 
leverage so far as it is useful. In time the relationship based on individual-based trust and 
commitment may be institutionalized to an inter-organizational relationship. However, also the 
inter-organizational relationship is expected to remain tentative because of the continuous sense 
making and re-evaluation. Asymmetric technology partnerships in the dynamic environment 
could be described as exploring and experimenting relationships with only tentative commitment. 
 
8.2.2 A Conceptual Process Model of the Asymmetric Technology Partnership Formation 

Process and the Role of Trust in this Process  
 
In this subchapter the key concepts and the propositions on the relationships between the key 
concepts in asymmetric technology partnership formation are presented in a conceptual process 
model (see Figure 88). The model has two levels: the individual-based relationship and the 
speculative development to an organizational relationship. The theoretically and empirically 
supported propositions are illustrated with arrows and lines. The propositions presented with 
dotted line are indicated as more speculative results of the study, explaining the asymmetric 
technology partnership formation at the organizational level. 
 
1. It is proposed that the role of the individual-based fast trust is a threshold condition for 
intuitive decision-making leading to experimentation. 
 
 1a. Boundary-spanners’ intense communication may lead to a shared vision. 
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 1b. Shared vision is a pre-condition for individual-based fast trust. 
 1c. Individual-based fast trust facilitates intuitive decision-making. 
 1d. Intuitive decision-making may lead to experimentation. 
 
2. It is proposed that experimentation is a basic mode for asymmetric technology partnerships 
where the sense making and re-evaluation of the dynamic environment, technology content and 
asymmetry make the relationships tentative and iterative. 
 
3. It is proposed that an individual-based relationship may evolve to an asymmetric technology 
partnership at organizational level if both horizontal and vertical commitment and incremental 
organizational trust evolve. 
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Figure 88.  A Conceptual Model of the Role and Nature of Trust in the Asymmetric Technology Partnership Formation Process
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In asymmetric technology partnership formation the boundary spanners are usually the small 
firm’s managing director or technological director and the large firm’s partner manager or person 
in charge of the R&D project interface. Intense communication is characterized by the 
multiplexity of communication where the individuals exchange information and are partly also 
emotionally involved. A shared vision is a shared future-oriented idea of the industry 
development and the parties’ cooperative role in this development. Double contingency at the 
individual level describes the individuals’ mutual dependency at the individual level, enhancing 
the individual’s commitment and mutual trust. Individual-based fast trust characterizes the strong 
but fragile initial trust based on the capability, goodwill, self-reference and behavior of an 
individual actor. Intuitive decision-making describes decision-making under risk, where the actor 
cannot base his or her decision on complete explicit information, rational facts and related 
argumentation.  
 
Experimentation depicts the tentative and future-oriented nature of the cooperation. Both the 
content and the relationship can be characterized with the term experimentation. Sense making 
(Weick 1995) in asymmetric technology partnership formation is a term describing the 
managerial attempt to understand the complex reality and its systemic elements. Re-evaluation 
means simply that the partnership will be evaluated continuously and not just once for the first 
decision to experiment. Incremental organizational trust illustrates the organizational trust 
resulting in successful experimentation and diffusion of individual-based trust to the other actors. 
Trust and commitment reinforce each other. Horizontal and vertical commitment describes the 
necessary operative and strategic commitment as pre-conditions for organizational commitment 
in asymmetric technology partnerships. As a result of incremental organizational trust and 
horizontal and vertical commitment, an individual-based relationship may develop into an inter-
organizational relationship leading to asymmetric technology partnership formation.  
 
The potential asymmetric technology partnership is continuously re-evaluated in comparison to 
the dynamic environment, technology content and asymmetry. The dynamic environment is 
characterized by a fast pace of technological change resulting in uncertainty and complexity. The 
technology content describes the technological cooperation where the actors need to make sense 
of the potential in diverse knowledge bases, as well as evaluate the risks and the resulting 
potential for value creation. The quality and state-of-the art of the resulting technology is 
compared to the dynamic environment. Asymmetry has been described earlier as difference in 
resources, capabilities, power, management, and the culture of the actors. Both the resulting 
compatibility as a source for potential value-add and benefits as well as the incompatibility 
creating friction and costs are continuously re-evaluated. 
 
The conceptual model describes and explains partnering in a dynamic environment. The re-
derived and new concepts and their relationships captures the dynamic and tentative nature of 
asymmetric technology partnership formation. It highlights the experimentative nature of 
asymmetric technology partnerships in the dynamic environment and contributes to the theory on 
strategic alliances and partnership formation by revealing the tentative and cyclical nature of 
partnership formation in the specific ICT partnership context. The individual-based fast trust and 
the critical role of individual boundary spanners add to the existing theory on complementary 
technology partnerships where much of the analysis has been carried out at the organizational 
level. Also the discussed asymmetry is a specific example of actor and organizational diversity, 
which may have wider implications. 
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8.2.3 The Nature and Role of Trust 
 
The role of individual-based fast trust was identified as a critical factor in asymmetric technology 
partnership formation, but also the technology, i.e. dynamic environment and the nature of 
technological knowledge as well as the compatibility and incompatibility due to the asymmetry 
impact on asymmetric technology partnership formation. The individual-based fast trust can be 
characterized as a threshold condition for asymmetric technology partnership formation. 
 
The Nature of Trust 
The identified individual-based fast trust is strong but fragile and under constant evaluation. In 
comparison to the more narrow role-based trust (Meyerson et al. 1996) the identified individual-
based fast trust is personalized, enabling intense and open communication through multiplexity 
of communication. The personalized individual-based trust enables decision-making based on 
intuition and some risk-taking for parties to experiment with cooperation.  
 
Incremental organizational trust and time are needed for an inter-organizational partnership to 
emerge. Weak organizational trust made it easier for the boundary spanners to initiate new 
relationships. It served as a platform and enabled some initial trust. However, organizational trust 
was found insufficient, and individual-based trust as a critical threshold condition in asymmetric 
technology partnership formation. 
 
It was proposed that the individual-based trust was more natural for the small firms, which also 
lacked organizational trust due to their youth and smallness. It was also speculated that the 
entrepreneurs were relatively more aware of their need to establish individual-based trust than the 
large firm managers. It was also proposed that the small firm entrepreneurs and key persons had 
had to learn to understand the role of trust in order to survive and grow. The managers in the 
large firms having the platform of organizational trust may have had no similar urge to learn 
about the role of trust. 
 
It is further proposed that if the individual-based trust and organizational trust are combined, then 
both organizations could enjoy a stronger trust. Therefore, the small firm entrepreneurs should 
search to build organizational trust and the large firm managers should experiment with 
individual-based trust. 
 
Conceptualization of Trust 
The conceptualization of trust was developed further from the early definition as "actor's 
expectation of the other party's competence and goodwill" (Blomqvist 1997). The term capability 
emphasizes the actor’s ability to deliver state-of-the-art knowledge and skills also in the future. 
Capability is seen as a necessary pre-requisite for trust in the asymmetric technology partnership 
formation. The goodwill component of trust implies the moral responsibility and positive 
intentions of the actor. Early conceptualization was relatively useful in focusing on the two 
necessary components of trust in asymmetric technology cooperation. In this study the 
conceptualization was developed further and two additional dimensions, the behavioral 
dimension and self-reference were added as new conceptual components. As a result of this study 
trust was conceptualized as “actors’ expectation on the capability, goodwill and self-reference 
visible in mutually beneficial behavior enabling cooperation under risk.”  
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The behavioral dimension fulfills the intentions when the actors evaluate each other’s behavior 
through signals and signs. Self-reference i.e. individual and organizational identity enables the 
individual or organization to connect to other actors and cooperate at equal level. The capability, 
self-reference, goodwill and behavior components in trust are valid both at organizational and 
individual level in the relationship. As a result of this study it is also suggested that the 
components of trust can be divided into more active and passive components. The experienced 
behavior and goodwill are the relatively more active components and the capability and self-
reference are the relatively more passive components. The passive components indicate the 
actor’s trustworthiness, but do not indicate trust in relation to the specific relationship. Therefore, 
self-reference and capability make the evaluation of the actor’s general trustworthiness possible. 
Self-reference as a concept originates in sociology where it has been used to explain self-
referential systems (Luhmann 1979). It has not been discussed in the context of asymmetric 
technology partnerships formation earlier. Self-reference characterizes the individual or 
organizational identity and is consequently an especially useful concept for the dynamic 
environment, where some stability and integrity is needed for trust to evolve. The behavioral 
dimension of trust is visible, but the actors do not necessarily pay attention to it consciously. It is 
suggested that the two new components in the conceptualization of trust make the concept 
stronger and more suitable for dynamic environments where the role of fast and individual-based 
trust is highlighted. The evolution of fast trust demands visibility of the active components, i.e. 
the behavioral dimension and the self-reference. 
 
As a result of the thesis, the major propositions on the nature and role of trust in asymmetric 
technology partnership formation are summarized as follows: 
 
1.  Individual-based fast trust is a threshold condition in asymmetric technology partnership 

formation. 
 
1a.  The higher the technological change, complexity and uncertainty, the more critical the 

role of trusted individuals. 
 
In the conditions of high pace of technological change, complexity and uncertainty the 
predictability decreases and the need for high flexibility increases. Individual-based trust and 
close relationships may also soothe the human anxiety due to the increasing environmental 
complexity and decreased organizational trust.  
 
1b.  Individual-based trust needs to be established fast. 
 
The high speed of change and high interconnectedness may create a self-enforcing system where 
decisions and actions need to be made fast. Highly potential partnerships may simply never be 
leveraged because of the limited managerial time and attention. 
 
1c.  Trust is relatively more critical than a contract for asymmetric technology partnership 

formation. 
 
The context and content of the relationship explains the critical role of individual-based trust. 
The content and context of the partnerships make it practically impossible to write complete 
contracts to safeguard partners. Rather, the contracts for open-ended and risky technology 
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cooperation are bound to be incomplete and negotiating will be needed. Trust increases flexibility 
and enables constructive problem solving in an uncertain and complex environment. 
 
1d.  The role of organizational trust is weaker than the role of individual-based trust. 
 
In future-oriented interdependent cooperation high interaction, open communication and learning 
are needed. Organizational capabilities are static and without direction, unless capable 
individuals mobilize them for specific tasks. Consequently, the individual actor becomes more 
important than the present organizational capabilities and skills.  
 
2. A shared vision is the most critical antecedent to individual-based fast trust in 

asymmetric technology partnership formation. 
 

2a.  Individual boundary spanners able to understand and appreciate each other despite of 
the organizational asymmetry may be able to reach a shared vision. 

 
Compatible individual actors sharing professional subcultures or individual characteristics may 
overcome the organizational incompatibility. In a fast-changing environment a shared vision is a 
more appropriate concept and success factor than the earlier identified compatible goals. A 
shared vision may counterbalance the inherent asymmetry in the relationship, increasing the 
actors’ ability to relate to each other. 
 
2b.  Double contingency at individual level may enhance individual-based fast trust. 
 
Double contingency, i.e. mutual dependency impacts positively both on trust and commitment in 
the relationship. Double contingency creates an incentive and insurance for relation-specific 
investments and thus lowers the inherent risk. 
 
3.  A trust in small firm is individual-based, i.e. based on the trustworthiness of the key 

persons.  
 
3a. Successful small firm managers learn to understand and create trust.  
3b.  Small firms able to leverage also organization-based trust enjoy stronger trust. 
 
In small firms the trust is based on the key persons and especially on the entrepreneur. It is 
proposed that successful small firm managers have to learn to understand and create trust in order 
to get credit, their first reference customers and establish partnerships. It is also proposed that if 
small firms are able to leverage organization-based trust they can enjoy a stronger trust. 
 
4.  Trust in a large firm is organization-based, i.e. based on the reputation, processes and 

size of the organization.  
 
4a.  A large firm’s employees do not necessarily need to learn to understand and create 

individual-based trust.  
4b. Large firms able to leverage individual-based trust may enjoy stronger trust. 
 
In large firms the trust is based on the organization rather than individual actors. The managers 
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do not necessarily need to understand and create trust in the large firm context as they may 
leverage the institutional trust. However, it is proposed that they could enjoy a stronger trust if 
they could also leverage individual-based trust. 
 
5.  Trust is composed of capability, goodwill, self-reference and behavior. 
 
5a.  Capability is the necessary but static component for trust in asymmetric technology 

partnership formation. 
5b. Self-reference enables cooperation with diverse and complementary actors. 
5c.  Goodwill implies positive intention in asymmetric technology partnership formation. 
5d.  Individuals draw inferences on the other person’s trustworthiness by observing their 

behavior either consciously or unconsciously. Individual behavior confirms the 
capability, self-reference and goodwill. 

 
In asymmetric technology partnership formation the partner’s capability is the necessary 
component for trust. Self-reference enables connection and cooperation with diverse and 
complementary actors. Both capability and self-reference are static components of trust and 
necessary antecedents for trust. Goodwill and behavior are the more active components signaling 
the actor’s intentions and moral responsibility. 
 
6.  Evolution of individual-based fast trust demands interplay of all components of trust, i.e. 

the capability, goodwill, self-reference and behavior. 
 
Individual-based fast trust evolves if the individual boundary spanners are able to reach a shared 
vision. If the evolution of trust needs to be fast, multiplexity of communication and simultaneous 
experience of different components of trust are needed.  
 
8.3 Managerial Implications 
 
In the following some managerial implications on asymmetric technology partnership formation 
and the role of trust are discussed. 
 
Self-Reference and Strategy Must Drive Asymmetric Technology Partnering 
If a firm has a clear self-reference it is easier for it to establish cooperative relationships. In order 
to establish asymmetric technology partnerships it is of primary importance to understand firm’s 
own corporate identity, knowledge and capabilities. The actors should be aware of their own 
strengths, weaknesses and strategic intent. A self-referential system is able to choose and 
pinpoint critical partnerships fast and can consequently act professionally. The firm can also be 
trusted because of the clarity of the self-reference and the resulting integrity in its strategy. In a 
dynamic environment the organizations’ ability to establish asymmetric partnerships, and 
simultaneously maintain and develop its own heterogeneous nature and capabilities is critical. 
 
In partnering negotiations it is important that the organizational self-reference and strategic intent 
is communicated clearly. E.g. open communication of the present strategic intent and the firm’s 
position in the value network enable the partner to understand better the potential compatibility 
rather than a risk of direct competition.   
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The role of self-reference is accentuated in a dynamic environment. The consistency in partner’s 
organizational capabilities, strategic intent and the business model increases predictability and 
may soothe some managerial anxiety because of the uncertainty and complexity. 
 
Critical First Moments 
Often the strategic compatibility is paid attention to but careful consideration of the informal 
issues from the very first moments may be left for lesser attention. The critical role of individual-
based fast trust indicates that the informal processes, the overall approach to the partner and the 
choice of the boundary spanner should be paid attention to. Disconfirming behavioral signs and 
signals may create distrust, slowing down the potential cooperation or disrupt potential 
cooperation in the environment where managerial attention and time is scarce. Already the 
potential partnerships should be managed with integrity.  
 
Choice of Boundary Spanners 
Careful choice of the boundary spanners and open communication concerning potential 
cooperation may enhance efficient partnering. The boundary spanners should have good inter-
personal skills, personal interest (alignment of role and double-contingency) and absorptive 
capacity to understand and learn of the diverse knowledge base of an asymmetric partner.  
 
In times of environmental, technological and organizational change the role of trusted individuals 
is critical. As a result of this thesis the role of the human factor is highlighted. Eventhough if the 
partnerships in the ICT sector are very much concerned with the high tech, the role of “high 
touch” will be even more critical in the actors’ decision-making. Trusted individuals are 
necessary to re-negotiate, adapt and mobilize the organizational capabilities. 
 
A Large Firm’s Propensity to Partner is Affected by Various Factors 
Small firm managers should consider partnering with a large firm as an investment demanding 
both time and effort. The potential large partner should be seen as a complex system, where the 
propensity to partner is affected by the individual boundary spanner, the nature of the 
technological knowledge, organizational drivers and conditions as well as the dynamic 
environment. It is challenging, yet critical to understand these factors and their interplay. The 
small firm managers should try to establish close relationships to the key boundary spanners and 
try to learn as much as possible about the large firm. However, the connection through a single 
boundary spanner is always risky and a larger interface and organizational commitment should be 
aimed for. 
 
Multiplexity of Communication Increases Bandwidth between Asymmetric Partners 
The multiplexity of communications is an important means for increasing the “bandwidth” 
between asymmetric partners. Intense communication is critical for the partners to understand 
each other, learn of their technological knowledge and to develop a shared vision. It has been 
argued that the role behavior is rather stable and consequently e.g. a lawyer or a buyer may not be 
a suitable primary boundary spanner for asymmetric technology partnerships. 
 
In future oriented technology cooperation in the dynamic environment the technological 
knowledge, skills and assets are only state-of-the art. Small firm managers should not focus only 
on present technological capabilities but emphasize also their capabilities in learning and keeping 
up with the technological development. It is also important to understand and communicate the 
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business potential and not only the technological elegance. 
 
Right Timing and Concrete Proposals 
Timing is critical in the sense that right timing is needed to establish relationships. In asymmetric 
technology partnerships it is critical to understand the timing not only in the sense of 
technological development but also in relation to the partner’s strategy and dynamic capabilities. 
The small firm may be either too much ahead of the large firm in technological development and 
focus, and consequently not be considered as an interesting partner. Also, the small firm should 
be able to maintain state-of-the art technological knowledge and capabilities and thus learn faster 
than its large counterpart.  
 
Because of the lack of time and attention in the large firms, the small firms should make a 
concrete proposal for cooperation. If the small party waits for large firm initiative, no cooperation 
may emerge because of the diverse strategic intent. Also, the small firm should invest in the 
cooperation and make it easy for the large firm boundary spanners. Without a conrete proposal 
and an easy start the cooperation may not begin because the large firm boundary spanners 
experience the costs too high in relation to the expected benefits.  
 
Both Organizational and Individual Trust Are Needed to Create Stronger Trust 
A firm able to leverage both individual-based and organization-based trust enjoys a stronger trust. 
It is suggested that in small firms the trust is based on key individuals and they should pay 
attention to how to increase organizational trust. This can be done by building quality systems or 
establishing cooperation with well-known board members, partners and customers. It is further 
suggested that in large firms the managers do not necessarily need individual-based trust as they 
have the institutional trust as a platform. However, large firms should pay attention to how to 
“personalize” their relationships to small technology firms through trusted boundary spanners. 
Creating “a shared space“ serves as a common platform and a context for collective knowledge 
creation. Large firms may personalize the faceless corporation through individual-based trust in 
dedicated boundary spanners i.e. partner managers in a special partnering unit (see appendix III). 
 
Leveraging the Various Components of Trust in Evaluating Trustworthiness 
Managerial attention to trust is often partial even though the role of trust in decision-making is 
critical. It is suggested that the management should pay increasing attention to the partner’s self-
reference, which indicates the capability for equal connection and integrity. In addition to the 
more obvious capability and goodwill the behavioral signals confirming the partner’s capability 
and intention need to be evaluated. 
 
The Dark Side of Trust  
Even though fast trust may be a powerful “entry ticket” to further negotiations and relationship 
building, it contains a dark side and inherent risk. In organizations of very high trust and social 
capital a “groupthink” phenomenon may inhibit renewal and attention to weak signals 
questioning the vision and strategy. Fast trust seems to enhance faster contracting in uncertain 
conditions. The basic values and goals of another person are, however, hard to evaluate and 
predict. Superficial interaction may lead to wrong images. Blind trust is dangerous, if there is no 
deep knowledge-based ground for the trust. Very capable persons and intelligent persons with 
good reputation and strong social skills (persuasion and manipulation) may also “fake trust” i.e. 
appear trustworthy but have a hidden agenda. The same may happen with cooperating 



 
 

 

275

organizations1. The critical role of fast and individual-based trust in managerial decision-making 
could also possibly give room for insufficient evaluation of the potential partner’s organizational 
capabilities.  
 
Fast trust is always risky and should be perceived as such. Despite of its important role in 
enabling relationship initiation and experimentation it should be considered as fragile and 
conditional. Fast trust should be seen as increasing the scope of action and flexibility, and not as 
preventing the related risks.  
 
Strategies Related to Fast Trust 
There are some strategies related to fast trust. A classic game-theoretic strategy is the tit-for-tat, 
i.e. that an actor starts the game with cooperative actions and cooperates as long as the other actor 
does (Axelrod 1984). It is easier to risk by trusting fast if the actors’ reputations are on stake. In 
some specific fields information diffusion may be very strong through dense networks even 
internationally. Effective networks (dense or several networks of weak ties) amplify the role of 
reputation through social pressure towards the actors. Also the potential loss of reputation 
becomes more expensive. Potential loss of reputation may act as insurance against opportunistic 
behavior. The related risk may be also reduced by hedging (cultivating alternatives), probing with 
relevant questions or by having third-party information on the other party.  
 
Asymmetric Technology Partnerships Need Specific Management 
In a complex and uncertain environment the relationships seem to be more tentative and in some 
cases also meant to be only temporary. Subsequently there will be more “engagements, marriages 
and divorces” taking place, which the management should be able to manage properly. The rules 
of the game should be clear and the company should be able to sustain its integrity and reputation 
as a capable and fair partner. For efficient and purposeful partnership management some 
partnerships are seen as more loose and treated as options in the “technology-window” whilst 
others have a more strategic role and they are treated as such.  
 
If large firms consider the small technology firms as tentative partners for exploring the future 
they should also be given more “lease”, especially if their knowledge bases are very diverse. The 
higher the diversity in knowledge bases, the less relevant experience and capabilities the large 
firm has. Consequently the large firm’s control and management may even diminish the small 
firm’s potential. Explorative partnerships need to be managed with trust rather than with tight 
control. Therefore the design of the cooperative interface, the choice of boundary spanner and the 
style in partner management are important. Also, if the asymmetric technology firm seems 
potential yet there are no present business opportunities it needs to be provided value-add e.g. a 
mutual space (see appendix III). 
 
Trust and Meta-Capability for Cooperation as Boundary Rules 
It is argued that in the complex and uncertain ICT markets a critical managerial boundary rule2 

                                                 
1 It is not unusual that there is a simultaneous, hidden and even competing internal development project going on in 
seemingly cooperating companies. 
2 Eisenhardt and Martin (2000, 1111) also argue for simple routines as effective dynamic capabilities for high-
velocity markets. Eisenhardt (2001) further argues for the need of a few “simple rules” specifying the boundary 
conditions on the managerial action and priorities. Further, the emotional inability to cope with uncertainty has been 
identified as a major factor slowing down managers in high-velocity markets (Eisenhardt 1989 and Eisenhardt and 



 
 

 

276

whether to enter asymmetric technology partnerships could be the individual-based trust. Without 
such trust, asymmetric technology cooperation at individual or organizational level seems rather 
difficult. Cooperation and ability to establish partnerships professionally may be a critical meta-
capability in the knowledge-based competition. It is usually not acknowledged explicitly in the 
large corporations. A meta-capability for cooperation could be acknowledged as a critical 
organizational core competence. The individual actor’s and organizational unit’s capability to 
cooperate should also be acknowledged in organizational incentives. In sum, the firms should pay 
increasing attention to their reputation as a potential partner in the interconnected markets. 
 
Fragile and Powerful Trust 
The power of trust should never be underestimated. Because of the emotional element in trust, 
trust is most fragile and the betrayed party may not be willing to forgive. On the contrary, the 
opportunistically behaving actor’s reputation in the global network may be at stake. In the present 
network economy, where the information travels at the speed of light and the key actors are 
interconnected and interdependent, the actors’ reputation becomes critical. Even though trust and 
reputation are costly to establish, they may become a source for social capital, which is relatively 
even more important than the present internal capabilities and network position. An actor with 
social capital has several alternative paths and high flexibility because of the network offering 
information, complementary capabilities and advice. 
 
8.4 Suggestions for Further Research 
 
This study was qualitative and explorative in nature. The holistic and multi-layered approach 
enabled a rich and deep view of the complex and multi-dimensional phenomenon. However, 
there is room for both qualitative in-depth studies on the nature and dynamics of individual-based 
fast trust as well as for quantitative testing of the created first-level theory, and propositions on 
the role and nature of trust in asymmetric technology partnership formation will be needed. 
 
Partnering Strategies in Diverse Environmental Contexts 
In this study the dynamic environment was analyzed as an impacting context for asymmetric 
technology partnership formation. Much of the theory on technology partnerships comes for 
relatively less dynamic environment than the emerging ICT sector. It would be useful to study the 
environmental impact on the best partnering practices and create e.g. some taxonomies of 
suggested strategies for each environment. Also the impact of the changing corporate policy on 
strategic partnering should be studied and compared to company practices in a more stable 
environment. 
 
Is Fast and Individual-based Trust a Critical Dynamic Capability? 
The increased role of knowledge in the global competition cannot be doubted. Also the need for 
higher efficiency and effectiveness is a reality. Therefore the role of complementary capabilities 
and knowledge is critical. In order to gain the complementary knowledge the actors need to be 
able to establish and manage relationships with very different actors with diverse knowledge 
bases and culture. Both the individual and the organizational meta-capability to cooperate 
become critical assets in this kind of competition. Subsequently the role of open and intense 
communication is highlighted. Actors able and willing to invest in intense and open 

                                                                                                                                                        
Martin 2000, 1112). 
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communication may be able to speed up the relationship building.  
 
Also, because of the increased “reach”, lean organizations and lesser organizational hierarchy 
individuals are exposed to more connections and possibilities. It seems reasonable to believe that 
some kind of early screening of potential relationships needs to be done faster than earlier. 
Because of the fast pace of change (birth and death of new business innovations and companies) 
there are also more potential directions and velocity in the market. Therefore it is believed that 
the ability to evaluate and create relationships fast is important. 
 
Speed is believed to affect a firm’s performance, and the ability to make fast decisions is seen as 
crucial in high-velocity environments (Eisenhardt 1989b). Fast trust and the actor’s ability to 
make fast decisions and take risk are related. It would be interesting to study more closely the 
relationship between the actor’s ability and willingness to take risks, the speed of decision-
making, and fast trust. 
 
What is Fast Trust? 
Managerial perception and action are related to time and the environmental conditions. 
Subsequently the role of fast and individual-based trust may be especially typical for highly 
dynamic or “high-velocity” environments. In the dynamic ICT sector its role is accentuated by the 
organizational reality e.g. in companies with short product cycles. Also the individual’s 
personality, organizational role and the resulting ability to make fast decisions and take risks are 
related with individual-based fast trust. More research is needed in these aspects, especially 
quantitative surveys on the role of individual-based fast trust, risk-taking and fast action as a 
critical dynamic capability in a highly dynamic environment. 
 
In the earlier literature interpersonal trust was seen more as a result of role-based relationships, 
which may blur and widen along the time. Therefore, it has been assumed that personal 
relationships, liking and affection demand time. In this study the personalized individual-based 
fast trust was seen as a threshold condition for an asymmetric technology partnership formation. 
The relationship between the role-based fast trust and the personalized individual-based fast trust 
must be studied further. 
 
Diffusion of Trust 
The role of the individual-based fast trust was found as a threshold condition for asymmetric 
technology partnership formation. However, the individual-based relationship must change to an 
organizational relationship for a partnership to emerge and the relationship to institutionalize. 
Further research is needed to understand the relationship between individual-based fast trust and 
incremental organizational trust in asymmetric technology partnerships. 
 
The Relationship between Entrepreneurial Success and Ability to Create Trust 
There were also some indications on the relationship between entrepreneurial success and the 
ability to create trust (see also Aldrich 1999). It would be most interesting to study this issue 
more closely in the future. Also measuring trust and making the ambiguous, personal experience 
explicit and measurable will make an interesting challenge for further research. 
 
Dark Side of Trust 
As researchers in trust are almost unanimous of the strong power and positive impact of trust, 



 
 

 

278

also the negative side of trust should be investigated. Despite of the vast literature on the positive 
relationship between learning and trust there are some early research results also on negative 
relationship between trust and learning (Szulanski and Cappetta 2000). Also the person-, 
situation-, and context-specificity in trust makes it rather ambiguous giving room for fast and 
false interpretations. 
 
Can Trust Be a Source for Sustainable Competitive Advantage? 
Following Barney (1991 and 1996) and Barney and Hansen (1994) the role of trust as a source for 
firm-specific sustainable advantage would be a promising research area. However, even though 
very many follow the early Penrosian (1959) ideas on the resources and especially knowledge and 
organizational culture as sources for prosperity, limited amount of attention and research still 
exists on the role of trust in this stream. The high interest on social capital has generated research 
on different levels and e.g. Nahapiet and Ghoshal (2000) approach the relationship between 
social capital and organizational advantage. As a result of this thesis the social aspects in the 
competition based on technological knowledge are highlighted. It would be fascinating - and 
challenging to study whether individual and organizational trustworthiness could be isolated as a 
source for competitive advantage. Further research will show whether trust is also a source for 
sustainable competitive advantage for knowledge-based organizations. 
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APPENDIX I  RESEARCH QUESTIONNAIRE 
 
ICT SECTOR AND TECHNOLOGY 
1. What special features do you find in your business? (TYPE OF BUSINESS, SPECIFIC FEATURES OF 

INFORMATION TECHNOLOGY AND SOFTWARE BUSINESS) 
2. What does the technology embedded mean to your business? (ROLE OF TECHNOLOGY) 
3. In comparison to other technology-based businesses? (SPECIFIC FEATURES OF ICT) 
4. How do you see the uncertainty and risk in your business? (ROLES OF UNCERTAINTY AND RISK) 
5. Is it possible to foresee the future well enough in this business so as to draft contracts and plan ahead? 

(BOUNDED RATIONALITY, CONTRACTING) 
6. How do you feel that most companies and actors behave in your business? (BUSINESS PRACTISE VS. 

TRUST & OPPORTUNISM) 
7. Is opportunism or trust a major force? (TRUST & OPPORTUNISM) 
 
RESOURCES 
1. What are your core competences and competitive advantages vs. other competitors of your type and size? 

(CORE COMPETENCE AND COMPETITIVENESS) 
2. What are the major challenges/ your weak points? (CHALLENGES AND RESOURCES) 
3. What is your focus and resources?  
4. What kind of resources do you need in order to achieve your goals? (RESOURCES V S. GOALS) 
5. Where do you get these? (RESOURCE-DEPENDENCE, LEVERAGING EXTERNAL RESOURCES) 
 
PARTNERING - general 
1. How would you describe your way of co-operating with other firms? (NETWORKS AND ATTITUDE 

TOWARDS COOPERATION) 
2. Is it formal or informal? (LEVEL OF FORMALITY) 
3. Do you have few of many partners? (STRATEGIC IMPORTANCE) 
4. Is it of strategic level or of lesser importance? (STRATEGIC IMPORTANCE, POWER, ASYMMETRY) 
5. What is an ideal partner like? (COMPLEMENTARITY, CULTURAL SYMMETRY) 
6. What advantages should they bring to you and what could you give in return? (ATTRACTIVENESS, 

COMPATIBILITY) 
7. How aware have you been on the partnering possibilities? (AWARENESS) 
8. How have you pinpointed potential partners? (STRATEGIC SELECTION VS. DRIFTING TOGETHERS) 
9. Have you considered many alternative partners? (STRATEGIC SELECTION VS. DRIFTING TOGETHERS, 

AWARENESS) 
 
SMALL VS. LARGE TECHNOLOGY BASED FIRMS  
1. Where do you in general see the strengths and weaknesses of small vs. large technology firms? 

(CHARACTERISTICS OF SMALL VS. LARGE) 
2. Could you see your company as an acquired strategic business unit within a large company? (SMALL FIRM 

CHARACTERISTICS) 
3. Why or why not? (ENTREPRENEURSHIP) 
4. What advantages/disadvantages would that bring compared to present situation? (HIERARCHY, 

CHARACTERISTICS OF SMALL VS. LARGE) 
 
MOTIVES AND DISADVANTAGES OF ASYMMETRIC PARTNERSHIPS 
1. Why do you enter partnerships with large/small firms? (MOTIVES) 
2. What are the major motives? (MOTIVES, BENEFITS) 
3. What do you see as potential drawbacks of such a partnership? (COSTS) 
4. Can you tell of your experiences? (COSTS IN PRACTISE) 
5. Is it expensive and costly to create a business relationship/partnership? (COSTS) 
6. What are the costs and how much time does it take? (COSTS, SMALL NO OF PLAYERS, RELATIONSHIP-

SPECIFIC INVESTMENTS)  
7. Is it easy and not too costly to change a partner if one is not pleased with a present one? (ASSET 

SPECIFICITY, LOCK-IN-EFFECTS, COSTS) 



 
 

 

PARTNER SELECTION 
1. What did you know of your partner in beforehand and vice versa? (AWARENESS, REPUTATION, TRUST) 
2. Did they have some kind of a reputation in the business? (REPUTATION, TRUST) 
1. How did you know that they were “the right one for you” ? (ATTRACTIVENESS) 
2. Why did they select you? (COMPLEMENTARITY, ATTRACTIVINESS, TRUST) 
3. Why did you select them? (COMPLEMENTARITY, ATTRACTIVINESS, TRUST) 
4. How did your partner try to evaluate your technological and commercial competence before entering a 

partnership with you? (AUDIT, QUALIFICATION PROGRAM, TRUST) 
5. How do they evaluate your work? (TRUST, MONITORING, PROGRAMMABILITY)  
6. How do you evaluate their work? (TRUST, MONITORING, PROGRAMMABILITY) 
7. Is it easy? (PROGRAMMABILITY OF THE TASK) 
8. How do your resources match with each other? (COMPATIBILITY) 
9. How do your strategies match with each other? (STRATEGIC COMPATIBILITY, GOALS) 
10. Did they also screen your moral will i.e. that you really want to do all you can and also guard what is good for 

them? (COMMITMENT, SIGNALS/MORAL HAZARD PROBLEM, TRUST)  
11. Have you considered their moral as a partner? (THE ROLE OF TRUST IN THE PARTNER SELECTION) 
12. How do you monitor and control them? (MONITORING, TRUST) 
13. Is it possible? (INCENTIVES, HOSTAGES, INVESTMENTS, SOCIALIZATION) 
14. What do you consider are the most important factors when choosing a partner? (CRITICAL 

FACTORS/CONCEPTS) 
 
RISK 
1. Did this partnering bring any additional risks to you and your business? (RISK) 
2. Did this partnering inhibit any other activities or relationships? ( LOST OPTIONS ) 
 
GOAL CONGRUENCE 
1. What are your and their goals on the short term/long term? (GOALS ST/LT) 
2. What are your goals in this relationship? (GOALS) 
3. How were they established? (GOAL CONGRUENCE, COMMUNICATION) 
4. How well do you know your partner’s goals and vice versa? (GOALS, AGENCY PROBLEM) 
5. To what extent your goals converge and where do they diverge? (GOAL CONGRUENCE) 
 
INTERACTION 
1. How was the partnership establishment as a process? (PROCESS) 
2. Were there some formal and some unformal processes? (COMMUNICATION) 
3. When and how did the partnership actually begin? (CONCEPT OF PARTNERSHIP) 
4. Where there any critical incidents in this partnering process? (INTERACTION) 
5. Could you describe the partnering process as consisting of some kind of phases?  
6. How would you advice others to go when wanting to partner? (CRITICAL FACTORS AND PHASES) Where 

can you find them, how to proceed? 
7. What are the factors “making or breaking” the relationship, in your opinion? 
 
COMMUNICATION AND RELATIONSHIP 
1. Were there some previous contacts with the companies/persons before partnering? 
2. Who are the persons in connection with each other from each firm? (BOUNDARY SPANNERS) 
3. How would you describe the atmosphere of the relationship? (FAMILIARITY, ATMOSPHERE) 
4. How flexible are partners in adapting to one another if special problems/needs arise? (ADAPTATION, 

RELATIONAL SOCIAL NORMS) 
 
COMMITMENT 
1. How committed are you and your partner to the partnership?  
2. How was commitment established? Are there some concrete signs of it? (INVESTMENTS) 
 
 
 



 
 

 

CONTRACTING vs. TRUST 
1. What kind of a contract do you have? What was the process of contracting like? 
2. In general, it it possible and advisable to safeguard oneself with proper contracts (CONTRACT VS. TRUST) 
3. Do you usually use contracts with your business partners? What are they like? (ROLE OF CONTRACT) 
 
TRUST 
1. Did either party try to “partner market” themselves somehow? (TRUST BUILDING) 
2. What do you emphasize when making a company presentation to a potential partner? (SIGNALING) 
3. What do you want to know of a potential partner? (SCREENING) 
4. Are partners always sincere? (TRUST vs. OPPORTUNISM) 
5. Have you or them revealed some negative aspects as well? (OPENNESS) 
6. Have you or your partner breached a formal or informal agreement to benefit? (OPPORTUNISM) 
7. How would you advise small firms to behave/market themselves to a potential partner? 
8. How would you describe trust in the context of small and large technology based firms? 
9. In your experience of this partnership, were there any attempts to establish trust? 
 
BACKGROUND 
Position, age and experience in the ICT sector 
turnover and employees 
 
 
 



 
 

 

APPENDIX II THE EMERGING ICT INDUSTRY 
 
ICT sector competitiveness lies in the high knowledge base. In Finland the ICT cluster has grown 
to complement the traditional wood and metal clusters (on the ICT cluster, see Paija 2000, Porter 
1990). The role of the ICT (information and communications technology) sector has risen rapidly 
in Finland as its share of the exports increased from 4 % (1980) to nearly 30 % in year 2000. The 
sector contributed more than 25% to the business sector GDP growth. In 1998 the ICT sector’s 
share for employment was 6 % (almost 100 000 employees) and value added almost 10 %. R&D 
intensity in the ICT sector has grown to 12 % in 1998. In 1998 there were some 6000 enterprises 
in the Finnish ICT sector. Out of these about 700 was active in manufacturing and 200 in 
telecommunications (Measuring the ICT Sector 2001). In the following Figure 89 the ICT cluster 
is illustrated (Paija 2000, 2). 
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Figure 89. ICT Cluster Chart (Paija 2000, 2) 
 
In the chart Figure 89 the ICT equipment, network operation and network services and digital 
content provision are listed as key industries. Related industries (e.g. entertainment and 
traditional media or consumer electronics) are getting closer to the key industries by acquisitions, 
joint ventures and established new business units. It is difficult to describe industry boundaries 
clear-cut, as boundaries are blurring and actors are searching the best possible position in the 
value network. Paija argues that the megatrends creating ambiguity in the ICT cluster chart are 
convergence of networks, terminals and services, digitalization and the deregulation (Paija et al. 
2001, 2).  



 
 

 

In the following Figure 90 the ICT value network illustrates the interdependence of various ICT 
suppliers in the telecom operator’s network (Reingoldt 2001). Figure emphasizes the joint value 
creation of terminal manufacturer and suppliers of core- and access networks, network 
management, platform and content suppliers. Each party of the network is needed to supply the 
value-add for the final customer.  
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Figure 90. ICT Value Creation Network (Reingoldt 2001) 
 
ICT markets have grown very much in the last part of the 1990’s and 2000. The related high 
demand may have created some myopia on the competitiveness on both small and large players. 
In a survey of 171 small- and medium sized Finnish value-add suppliers for the ICT sector 
(Puumalainen et al. 2001) the SMEs were identified as very young, small and growth-oriented. 49 
% of the SMEs had cooperative relationships and three out of four were going to have 
cooperative relationships in the future. Every second company had international operations. The 
ICT value-add-suppliers the responding SMEs believed strongly on their future profits, growth 
and internationalization neither did they perceive technology-related uncertainties any problem 
(Puumalainen et al. 2001). There has been plenty of opportunities for young and inexperienced 
start-ups with innovative ideas and bold visions. It can be expected, that the partnering threshold 
for innovative new services may get higher both as the industry matures and a decline in the 
business cycle 
 
In the following Table 12 Paija distintcs some Finnish ICT cluster firms. Nokia is by far the 
major Finnish ICT Company. Altogether there are estimated to be over 300 first-tier high tech 
partnerships in the Nokia’s Finnish network. Nokia’s R&D expenditure is 20 % of the national 
R&D expenditure. Due to shift in capability demand also telecom operator Sonera’s investment 
in R&D is second large among global operators, 3.5 per cent in 1997 (Paija et al. 2001, 18-19).  
 
 
 
 



 
 

 

Table 12. Some Finnish ICT Cluster Firms in 1999 (Paija et al. 2001, 12) 
 

Finnish firms Line of business Sales 
(mEur) 

Personnel 

Nokia Phones and network systems 116,654 51,177 
Sonera Telecom operator 10,991 9,270 
TietoEnator IT solutions 7,251 11,058 
Elisa Communications Telecom operator 6,364 5,489 
Elcoteq network Electronic manufacturing services 4,439 4,733 
Novo group IT solutions 1,841 2,100 
Perlos Mobile phone enclosures 1,674 1,378 
Aspocomp Printed circuit boards 1,186 1,886 
PKC Group Communications cables 673 730 
Scanfil Mechanics and electronics manuf 631 756 
JOT Automation group Industry automation 586 565 
EIMO Mobile phone enclosures 460 681 
Datatie Data network services 420 255 
Tecnomen Enhanced network service systems 301 430 
Samlink Electronic banking systems 268 229 
Benefon Mobile phones 233 296 
Foreign firms with R&D in Finland 
Hewlett-Packard Information technology 2,230 na 
ICL Information technology 2,099 1,902 

Siemens Phones and network systems 1,774 1,329 
Ericsson LM Phones and network systems 1,140 1,056 

 
Other major players having over 4 mEur sales are telecom operators (Sonera and Elisa 
Communications) as well as IT solutions providers (TietoEnator). Among the major ICT 
companies there are also contract manufacturers like Elqotec Network working in close 
cooperation with Nokia. Nokia Corporation and Sonera Corporation’s early and active 
participation in the NMT standardization has given an important opportunity window for the 
Finnish ICT companies. Due to the early liberalization and subsequent development of the 
Finnish market Finland has also become an interesting test laboratory for foreign players. ICL, 
Hewlett Packard, Siemens and Ericsson have all located their R&D units in Finland. Local 
cooperation has been intensified up to “show-cases” and cooperative spaces e.g. HP’s Bazaar, 
where the Finnish value-add suppliers meet HP’s global customers. 
 
In Finland as elsewhere the Telecom, IT and Digital media industries are going through a major 
transformation and the ICT industry is only emerging. The players’ positions are not stabilized 
and the whole industrial landscape is emerging. Traditional value-chains are redefined as value 
networks, where value is created through complementary knowledge of focused players 
cooperating with each other. Andrews (1998, 6) describes these value networks as “network of 
virtual enterprises that behave like living, ameba-like organisms, constantly transforming shape - 
expanding, shrinking, multiplying, dividing, shifting, and mutating.” Because of the blurring 
industrial boundaries the companies are repositioning themselves.  
 
The players are learning through experimenting and not all the moves are successful. E.g. some 
parts of the traditional media industry have experimented with Internet-based services and 
banking as an interesting service to all the players. Terminal manufacturers have set up content 



 
 

 

services. Traditional network operators enter mobile security markets and telecom operators 
aggregate content in their portals and even create content themselves. Terminal manufacturers 
create their own platforms and service operators their own. Blurring industry boundaries create 
uncertainty, as players’ positions in the value chain are neither clear nor stable. Collaborators 
may become competitors and competitors cooperate with each other. Conflicts due to the 
position, customer contact and distribution channels are evident.  
 
Current Trends in the ICT Industry 
Efficiency and flexibility are predicted to be some of the key trends driving IT service and 
product sales. According to Business Week IT annual report, 6 out of 25 best performing 
companies were contract manufacturers, as outsourcing is a strong trend (Burrows 2001, 55). 
Major players are focusing on their core competencies and they are selling out manufacturing 
plants. E.g. Alcatel will decrease the number of its factories to one tenth by increasing 
partnerships with contract manufacturers (Kirves 2001). In the networked economy, also the 
supply-chain management software is estimated to grow (e.g. PeopleSoft and SAP) yet the 
customer-management-relationship software grows most rapidly (e.g. Siebel, in Burrows 2001). 
In the economy where most of the information can be stored and transferred in digital format, 
access to customer information is critical. Competition for customers is harsh and suppliers are 
eager to provide value added. Major ICT companies have set up partnership programs to supply 
their customers with value-added services. Sometimes the major corporations can be seen as 
“extended companies” or “ecosystems” because of their strong networks of complementary 
services and products. 
 
As information and knowledge in general are believed to be crucial for success, also those 
suppliers providing efficient ways to storage and manage information are believed to be 
successful. In accordance to the Business Week IT report (Burrows 2001) consultants focusing on 
the utilization of all Internet-related networking equipment and services are believed to win. For 
telecommunication companies the changing environment has created major challenges. 
According to Zarega (2000, 134) the Telcos have been too optimistic of the technological and 
market development and that the broadband access would usher them in new Internet “land 
grab.” In 2001 there was a price war on voice and data traffic, capital needed for 3G investments 
is enormous, bandwidth will become commodity and the cost of access will decline radically 
(Zarega 2000). 
 
In computer industry competition has shifted from vertical integration to horizontal, where 
competition takes place between component providers, e.g. Cisco and Dell. According to 
Business week (Burrows 2001, 57) survey, the current trend in the IT services is that large 
corporations like IBM supply their corporate customers a full menu services, including consulting 
expertise, software products, and giant data centers from which outsourced tasks can be run. The 
role of the small suppliers will be to focus on their core competencies and offer large service 
suppliers complementary services. 
 
According to OECD report on the New Economy, innovation has become more market-driven 
due to inter-firm networking, co-operation and the fluid flow of knowledge. ICT has become the 
technology area with the highest rate of innovations as measured by patents1. Also a third of the 

                                                 
1 Of the overall growth in patents granted by the US Patent and Trademark Office over 1992-99, ICT accounted for 



 
 

 

service sector research and development is carried out in the ICT sector (Cairncross 2001, 135).  
 
Players are Seeking their Positions in the Emerging ICT Industry 
Eisenhardt and Martin (2000, 1111) description of “high velocity” markets illustrates rather well 
the present ICT markets:“high-velocity markets are ones in which market boundaries are 
blurred, successful business models are unclear, and market players (i.e., buyers, suppliers, 
competitors, complementors) are ambiquous and shifting. The overall industry structure is 
unclear.” Their analysis of the high-velocity markets supports well the view of the emerging ICT 
market. Acquisitions have been strong all through the 1990’s. Many of the firms have been 
acquired for their capabilities in the Internet technology or more widely in the e-commerce. 
Optimism and excitement about the bright new future have lead to forecasts that have not proven 
viable as technology has not delivered as soon as expected and the markets have not yet been 
ready to accept the new ideas. E .g. mobile commerce has not diffused as expected. In business 
sector also the lack of business-to-business mobile applications as well as the need for profound 
organizational changes have slowed the development down. End-customers seem to lack trust in 
mobile payment. It will remain to be seen, which technologies, capabilities and business models 
are sustainable. It is believed, that even if the economic growth related to the Internet and 
wireless technologies slows down, the general trend towards increased global competition, 
specialization and subsequent need to focus will only continue. Thus the need to establish and 
manage complementary partnerships such as asymmetric technology partnerships for innovation 
and flexibility remains. Subsequently also trust in emerging technological knowledge, partner 
capabilities as well as shared vision and commitment will become only increasingly important. 
 
 
 
 

                                                                                                                                                        
31 % and rose by almost 20 % annually. However, in US e.g. software patenting is more common than in the Europe. 



 
 

 

APPENDIX III MUTUAL SPACE CONNECTS ASYMMETRIC PARTNERS 
 
Large firm F had created a special interface for value-add partners. Their concept resembled the 
“mutual space” by Nonaka and Konno 1998. It was open for both small and large firms, and 
created a new virtual entity where contacting was easy and made on equal basis. The small 
partners experienced the concept highly attractive. In this physical and mental space the large 
firm F was able to create individual-based trust and personalize their global organization through 
committed individuals.  
 
Compressed time conception and lean organizations within the ICT sector do not enable 
partnerships with small scale and relatively small value-add small firms. Large corporations 
cannot usually offer the needed support for the small start-up ventures. Usually the large 
corporation individual incentives are not built for long-term relationship management and 
information collection. It is suggested that a large corporation should set up a separate 
Specialized Partnering Unit (SPU) for partnering activities with small value-add partners. A 
separate, small-scale unit of e.g. 3-5 partner managers enables the large firm to create individual-
based trust in addition to organizational trust. Such SPU unit “miniaturizes” and “personalizes” 
the large corporation and gives it the face needed towards the small value-add partners.  
 
SPU needs to be well connected within the corporation and also externally. Employees need to be 
selected carefully for their interpersonal and networking skills. Such a unit focusing on future-
oriented business and both creation and management of networks needs to have strong 
knowledge management systems. If the employees are capable, they may collect extraordinary 
amounts of valuable and real-time information on the industry development, potential partners 
and competitive situation. However the honoring of the confidential information in the partner 
network is critical. Social capital is the key asset for creating and maintaining the networks. SPU 
may create continuous benefits for the small value-add partners through introducing them to each 
other for systemic product and service development, to large customers and large firm internal 
interest groups. Publicity, joint marketing activities as well as training and education may also be 
part of the activities. SPU may substitute the lack of large firm strategic commitment and change 
the large firm value proposition to a more acceptable. 
 
Through this SPU more equal and personal relationships with the small firm managers can be 
established. The specific role of the employees working for this SPU creates a natural double 
contingency between the SPU and the small value-add partners. Knowledge and relationships are 
created and shared in the short term yet most of the benefits can be leveraged in the long-term. In 
a large corporation a SPU without measurable short-term results may be questioned. Therefore 
special attention needs to be paid for the incentive system and measurement issues. 



 
 

 

APPENDIX IV INTERVIEW SUMMARIES 
 
Large ICT Company A   Director, 35-45 yrs old male 
3/2001 a tape-recorded interview  over 10 yrs in the ICT sector 
 validation of early results 
 
Trust is inherent in values and values create trust. Trust enables co-opetition (suppliers may supply also competitors), 
prediction and smooth negotiations. Behavior, trackrecord (large organization as a reference platformm) and history 
as antecedents for trust. 
 
Organization is more than an individual. It controls individuals. Small technology firms as options and part of the 
eco-system, some survive but not all. Motivation to partner: technology (tentative) options, complementarity, and 
value-add, to reach strategic goals. 
 
Partner selection is difficult, cannot be predicted whether right technology or partner is able to learn fast enough 
(state-of-the-art technology) and scale up in global competition. 
Common interest between asymmetric firms is created by shared interes in the technology. 
______________________________________________________________________________ 
 
Large ICT Company A    Manager, 35-40 yrs old female 
3/2001 a tape-recorded interview   12 yrs experience in the ICT sector 
 
Individual trust is very important and may overcome the mistrust felt due to organizational asymmetry. Negotiations 
either go further with speed (if individuals are capable of creating “fast trust”) or remain if both parties expect the 
other one to take initiative to go further. Fast trust enables speed, flexibility and personal risk-taking as individuals 
invest in negotiation and the relationship.  
 
Trust is not blind, rational evaluation is part of the game. Neither it is the emotional side only, but that is more like an 
add-on to rational partner negotiations. Ability to feel empathy enhances creation of fast trust.  
 
Could directors high in the organization forget the meaning and role of individual trust? They don’t need it and trust 
more on organizational trust? Does personal trust and understanding for its role have something to do with the female 
sex? Or with experience where one needs it? Or with sales experience? 
______________________________________________________________________________ 
 
Large ICT Company B    Partner director, 35-45 yrs old male 
4/2000 a tape-recorded interview   3 yrs in present position, 15 yrs in the field 
5/2001 a tape-recorded interview 
7/2001 validation of early results 
 
Individuals’ role in the company impacts strongly motivation and interest to partner. It is crucial to understand what drives the 
individuals at partner interface. Incentives increase interest in partnering. Champions are needed at different levels of the 
partnering organization. Partnering mindset is quite stable. It is very difficult to switch from a buyer’s mindset (lowest prices) and 
buyer-seller relationship to a partnership relationship, where long-term common interest is searched. Individuals have different 
roles and each individual in the partnering interface need to be able to create trust. 
Individual-based fast trust enhances fast partnership formation, without this trust relationship development enters a 
slow track. Organization-based trust enhances the initial experienced trust for a higher level. Scope of partnering 
varies. It may be narrow or quite wide e.g. sales, buying, R& D all in one. Wide partnering scope makes it more 
challenging as everything impacts everything else in the relationship. Cooperation may also be operational or 
strategic. In large firms it might be difficult to find enough humbleness and willingness of equality, which is needed 
for trust creation. Large firm employees have natural authority and power on their side.  
Is ability to create trust a personal skill, which large firm employees lack, if they don’t have appropriate experiences? 
E.g. sales training would be helpful. Small and large firms have different pace and rhythm. Potential partner’s new 
business concepts face internal competition and there is a major risk that organizational pressure for status quo, 
ongoing internal projects dilute the promising external mobile business concepts. 
______________________________________________________________________________ 
 



 
 

 

Large ICT Company B   Director, 40-50 yrs old male 
4/2001 a tape-recorded interview  20 yrs of experience from the company 
 
Innovative small firm evaluation needs to be different. Most important criteria top management credibility and 
trustworthiness. Vision, goal and drive all impact on experienced trust. Success and trustworthiness “can be smelled.” 
Also contractual approach needs to be less. Entrepreneurial spirit and incentives create effectiveness and great 
innovations. Partnerships with SMEs benefit also large firms by increased speed, flexibility and resources. 
_______________________________________________________________________________ 
 
Large ICT Company B   Vendor manager, 35-40 yrs old male 
2/2001 a tape-recorded interview  10 yrs of experience in the field 
6/2001 a tape-recorded interview 
 
The whole ICT industry is new and industry practices are only emerging. There are less traditional industrial 
practices on subcontracting available than e.g. in electronics or traditional IT. Thus there are quite big start-up costs 
in initiating sub-contracting or partnerships and it would seem less expensive to design software internally. Also 
standards, interfaces and architectures are only developing. Major problems arise as potential partners understand 
key issues differently and “speak different language.” Long-term relationships are beneficial as the product or service 
development is often a one-time project where strong interaction and craftsmanship type of skills is needed. 
Organizational dynamics and heterogeneity increase dynamics but give also room for external partners. ICT is an 
interesting area for partners, new and potentially valuable things happen here. Vendor manager uses his networks 
(third-party trust) to evaluate potential partners. Trust is important due to high complexity and volatility. Aligned 
expectations and common goals increase trustworthiness. Previously, when working for sales he very carefully 
adapted to the customer’s dress code in order to fulfill expectations (and create trust). 
______________________________________________________________________________ 
 
Large ICT Company D    Manager, 35-40 years old female  
1/2001 a tape-recorded interview   10 yrs of experience 
 
E-business projects differ very much from traditional IT projects, where the company is very strong in its project 
management and quality. E-business creates anxiety among major company’s IT professionals, as new skills and 
understanding of e.g. marketing and content issues is needed. Internet allows direct contacts and increases the need to 
create wider interface between the customer and the supplier. 
______________________________________________________________________________ 
 
Large ICT Company D    Director, 35-45 years old male  
6/2001 a tape-recorded interview   14 yrs of experience in the company 

validation of early results 
 
ICT business is composed of very different players, industries and competitive logics. Also within the same company 
and same business area there are projects and partnerships with different paces, e.g. bedrock projects up to 5 years 
and fast-track projects for e.g. cellular phone manufacturers and operator customers, which compete with speed and 
fast-track market demands. 
Large company D is in IT service business, where it is very strong in project management and related processes and 
quality. For a large firm it has developed srong dynamic capabilities to integrate and internalize new business areas, 
technologies and capabilities through learning, recruiting and acquisitions. It has strong routines and processes to do 
this. Dynamic capabilities enable D to wait and learn from industry first-movers and yet build the necessary new 
capabilities. Strong customer-orientation excludes close partnerships with suppliers. Partnerships are established 
more to learn whether an acquisition for capability development or customer access should be done. Lack of 
innovative/first-mover image drives to partner also with innovative companies with a right brand for e-business. D 
has developed also processes for acquisitions and is very actively (and critically) searching for acquisitions.  
Communication is crucial as people are the key production factor in software creation (knowledge-based business). If 
partners do not share the language and concepts, it brings inefficiency. Shared language, procedures and processes 
bring efficiency and functioning partnerships. 
Fast trust is important in this business as well. Simply to get the ”chance for another meeting” i.e. develop the 
relationship further. Interviewed top director’s one very important written task is to raise potential customer’s top 
management’s trust. Most important issue in trust creation is to communicate the customer their ”customer benefit.” 



 
 

 

Other means for creation of fast trust are homework well done, right people at the meeting, right 
behavior…Management attitudes are important and may ruin business opportunities if negative. 
______________________________________________________________________________ 
 
Large ICT Company D    Account manager, 35-45 years old male 
1/1998 a tape-recorded interview   15 years experience in the ICT sector 
1994  a tape-recorded interview   (also in another large ICT and as entrepreneur) 
Several other discussions 
 
In order to establish and manage the relationships with customers and large partners the small firms must be able to 
build trust. In addition to capability also the self-confidence, activity, professional behavior and keeping promises are 
important. Small technology firm people must be capable also in business issue and they must be able to 
communicate their capabilities. Personal chemistry is critical. Small partners are audited but it is even more 
important to have a “good feeling and nice working with them.” Small firms are more efficient than the large firms 
are, but customers prefer large companies, as they can trust them better. In large firms there is a lot of power games 
rather than rational decision-making. It is critical to find partners without game playing (games do not work in this 
modern time of speedy product development and projects). 
Modern communication media never totally replaces the role of interpersonal trust. 
____________________________________________________________________________ 
 
Large ICT Company E    Project manager, 25-35 yrs old male 
6/2001  a tape-recorded interview   5 yrs experience 
Other discussions, not tape-recorded 
 
Large firm internal costs (lack of capacity, interest and service-mindedness) may drive to external cooperation. 
Personal relationships enhance business relationships. Small technology firm entrepreneurs were convincing and 
ahead of large firm in their technological capabilities and understanding of the possibilities of the Internet 
technology. Large ICT Company E managers wanted to help the Net further in their organization. Lack of 
communication decreased trust and satisfaction even if the issue as such was not critical. 
____________________________________________________________________________ 
 
Large ICT Company E    Director, 35-45 yrs old male 
2/2002      15-20 yrs experience of large firms 
 
Diverse organizational challenges in asymmetric technology partnerships were emphasized (NIH, large firm 
willingness for coercive power). The boundary spanner needs to sell the idea of cooperation further within the 
corporation. The organizational culture was found to be more for internal development and there was no long 
tradition for partnerships. The changing corporate policy on partnerships was also discussed. Corporate policy may 
change in according to economic situation and corporate strategy. In the time of high growth the decision-making on 
partnerships was made locally and in the recession centrally in the headquarters. Because of the increasing 
uncertainty in the ICT markets the partnerships were of short term. Agreements were only of 3-6 months. Re-
negotiations and re-evaluation of partners were common. Retaining and developing own core competence was also 
an important reason to outsource less.  
Role of human and intellectual capital in the ICT sector was emphasized several times. Also the role of individual-
based trust based on both emotion and facts. In addition the decision-maker’s ability to take risk was discussed in 
relation to his/her capability to make decisions based on fast trust. 
____________________________________________________________________________ 
 
Large ICT Company F    Partner manager, 25-35 years old male 
      5 yrs experience of the field, 2 yrs in F 
01/2001 interview, tape-recorded 
10/2001 meeting and discussion 
11/2001 interview (not-tape recorded) 
 
Large firms may not be trusted as institutions but also the experienced trust is based on individuals. Issues personalize. Large ICT 
Company F has succeeded in “giving faces” and creating a mutual space as a bridge towards the small firms. The partnering unit 
concept is built on high interpersonal interaction. Individuals working for this partnering unit seemed honest, open and 



 
 

 

entrepreneurial type of people. Also the large ICT Company F’s corporate culture and values favored explicitly cooperation and 
high ethics. The motivation for asymmetric cooperation is to increase Large ICT Company F sales. Their approach to small 
technology firms is somehat “Darwinian”, some of them will become big and then F can leverage a lot of this partnership.  
Personal trust is very important, as the business is moving so fast. The role of personal trust was also highlighted as the 
partnering small firms did not trust the large company F as such but trusted the individuals in the partnering unit. Large company 
was seen as a heterogeneous unit. Partnering unit helps the small firms within the large corporation. Partnering unit needs to 
show their value-add internally, there are cost-cutting pressures. The partnering unit concept has not succeeded in all the 
countries. The success may be related both to the national business culture and to the individual characteristics of the employees. 
It seems that both the national and the corporate culture as wells the characteristics of the individual boundary spanners impact 
the partnering mindset and ability to cooperate with small partners. 
_______________________________________________________________________________ 
 
Large ICT Company F    Partner expert, 25-35 years old male 
11/2001 interview    > 5 yrs 
 
Small firms are open and ready to cooperate without written contracts. It is also the Large IC Company F policy to 
start cooperation without NDAs or written agreements. Agreements are written only if the cooperation will become 
more intense. Social pressure from the ICT community inhibits opportunism. 
Trust may be created instantenously – or never. Trust is both based on “instinct” and facts. Partner manager creates a perception 
of the other person and consciously also behaves proactively himself. Based on his intuition he improvises whilst getting to know 
what the value-add partners do or might potentially do with themselves. ICT Company F has company rules and even a course for 
business ethics for all employees. He comments the ICT sector that there is a superficial level of written plans etc. For him it 
seems that the plans and decision-making is not real. 
______________________________________________________________________________ 
 
Large ICT Company F    Manager, 35-45 years old female 
01/2001 interview    > 10 yrs 
 
At the moment much of the emphasis in asymmetric technology partner cooperation is to establish technological 
standards for the new technology that Large ICT Company F has developed and promotes. Cooperation and support 
is more important than own good products or technologies because different players have rather similar products.  
Cooperation with partners is based on personal relationships. Relationships get very personal and people get 
emotionally hurt if they disappoint. In good relationships also difficult issues can be dealt rather frankly. Large ICT 
Company F has a good reputation as a partner, because it cares and supports its partners. 
  
 
Technology Venture True   Business development manager,  

45-55 yrs old male 
4/2000 a tape-recorded interview   > 10 years of working experiene 
      (also as working for large companies) 
 
In emerging new industry players both cooperate and compete (coopetation) as they need to establish standards and 
e.g. interoperability. Specific industry and its phase impact organization’s and individuals’ perceptions of world and 
ability and willingness to trust. In emerging new technology business pace is faster and there is fierce competition on 
standards and coalitions. Therefore the overruling business culture is more competitive, offensive and also partly 
opportunistic as business may be seen as options, which fast ones are able to grasp.  
Also personal experiences impact individual’s ability to trust. If there are negative experiences, business without 
personal relationships (“clean relationships”) may seem better (as person will not be hurt emotionally again). 
______________________________________________________________________________  
 
Technology Venture True   Partner development manager, 25-35 yrs 
      3 years of experience, male 
5/2000  a tape-recorded interview   (also as working for large companies) 
7/2000 a tape-recorded interview 
 
Different type of industry and different phase of an emerging industry demands different partners. In an emerging 
industry a technology player wanting to build up de facto standard and global presence needs a whole spectrum of 
partners. Partner’s relative importance varies in accordance to industry development phase. E.g. in start-up phase 



 
 

 

(and before IPO) cash flow and signalling to other players is very important. Therefore those partners enhancing 
start-up’ s market position may be relatively more important than technology partners. In practice partnering may be 
approached from tactic viewpoint rather than strategic (long-term).  
Most important success factor behind partnering is partnering company’s own business plan, which tells company’s 
own core competence and where complementary partners are needed. Business plan is an iterative and developing 
process. In addition to this a partnering program is needed to coordinate and organize all actions and to speed up the 
partnering process and make it credible. Management may be implicitly aware of the importance of partnering but 
the organization as a whole may not be tuned for partnering i.e. may lack partnership mindset as a whole and 
explicitly.  
Personal interface is needed (account teams, roles) to personalize relationships also with those partners who also co-
operate with competitors (co-opetation). Partnerships need a lot of interaction and personal relationships. 
______________________________________________________________________________ 
 
Internet Technology Next Ltd   Managing director and later a chief 

technologist, 25-35 years old male 
5 –35 persons     >5 years working experience 
      (also as working for large companies) 
6/1999  first meeting 
8/1999  a tape-recorded interview 
8/2000 a participant observation in a negotiation for potential partnership 
8/2000 a meeting of chief technologist 
6/2001  validation of early results with the chief technologist  
 
Subculture of young business and technology professionals in small and large technology based firms is quite similar. 
It is easy for such sub-groups to relate to each other. In this company employees had all higher degrees and 
experience from working in a large firm. Large firms are much less efficient and they have less urgency for cash flow. 
It may not be possible for a small technology-based firm to make a strict technology choice and focus as technologies 
and markets are only emerging. Therefore strong basic education and ability to learn fast are much more crucial 
issues. 
In 2001 another company acquired the company.  
_____________________________________________________________________________ 
 
Small Software Company Mia   Managing director, 35-45 years 
30 persons     > 10 yrs experience 
      (also as working for large companies) 
6/1999  2 hrs tape-recorded interview 
6/2000  discussion 
2000  1 h interview and a participant observation in a meeting for asymmetric technology partnership formation 
4/2001 company internal workshop 
 
Company has experience, large firm customers as references and ability to develop and carry through high quality 
scalable software projects. MD and the company have a good reputation and they are known in the region. However 
company has not focussed their operations to some more specific technological know-how or products/services. 
Small firm management did not study the large firm needs persistently enough to create enough value-add. They 
expected that the large firm would need capacity and if they only would get an order – they would be able to deliver 
that. Therefore it was difficult for themselves to sell their know-how and the partnering negotiations with a new large 
customer did not seem to get concrete. Also the large firm vendor manager was positive about this supplier and was 
looking for suitable cases to try this supplier out.  
From this case it was learned that a small software supplier would need to profile himself and focus to become expert 
in some rather narrow area. Right timing (when there is urgent, short-term need in the large firm), concrete offering is 
needed for a partnership to emerge. Another route would be to offer capacity for very fast delivery time (next week) 
and try to learn the large partner’s needs in order to develop a more focussed offering to this partner. A small firm 
needs to invest in the relationship and tailor some offering to large firm needs. 
______________________________________________________________________________ 
 
Small Software Company Zeta   Managing director, 25-35 years old male 
11/ 1999 tape-recorded interview   >10 years experience  



 
 

 

6/2000 tape-recording failed, interview  (also as working for large companies) 
Validation of early results 
    
MD stressed the role of emotional intelligence as his and his company employees’ key competence. Trust and 
keeping promises was considered important. Partnerships evolve through experience, kept promises and success. A 
small firm needs to invest in getting to know large partner’s structure, processes and organization. There are several 
different problems among small and large technology-based firms. Their cultures diverse a great deal. Large firms 
are risk-averse and small firms have the capability to act fast. 
Also in the large corporations knowledge-workers commit to their colleagues and boss, not to the large company as 
such. Fast trust is based on social skills, openness and intensity of interaction. Trustworthiness is evaluated fast. MD 
is capable in building fast trust leading to major deals. 
 
In 2000 Zeta was acquired by a large corporation previously its partner. 
_____________________________________________________________________________ 
 
Internet Technology Net    Technological expert 
      Managing director 
      Manager 
      25-35 years old males, 5-10 yrs experience 
11/1998 
6/1999 tape-recorded interview of MD, technological manager and project manager 
7/1999 interviews before and after the partnership negotiation 
7/1999 participant observation in asymmetric technology partnership formation 
7/2002 validation of early results 
 
Small firm may be more powerful as it is faster to absorb new technologies and tools and large firm may not be able 
to collect as strong team or recruit fast enough the needed experts. However the challenge is how to upgrade that 
knowledge faster and get the large partner to do the more simple tasks itself. Internet Technology Net fell to position 
of a subsupplier as the large company invested to the Internet technology itself. Small firm believed they were 1.5 yrs 
ahead of the large company in 1999. They did not have a contract either in the beginning but the large firm wanted to 
reserve their capacity. Small firm experts felt that partnerships are hard to establish intentionally but they emerge 
through small and well-done projects. They did not see the large firm opportunistic at all. 
 
 
Small Software Company Strada   Managing director, 35-45 years old male 
4/2000 tape-recorded interview   15 years of experience in the field 
      (also as working for large companies) 
 
It is not possible to make perfect contracts. Human element is very strong in all practical business problems. Cooperation and 
going through difficult places creates trust. Trust is not inherent in organizations but in individuals. Constant changes in large 
organizations make cooperation very difficult. MD personalizes the organizational relationships and individuals in the large 
corporation help him even after they have changed their position. He also uses third-party trust e.g. through well-known board 
members. MD can create fast trust based on his personality and character “I am a very lively and social person, much more than 
an average Finn.” He can be trusted but he never trusts anybody knowing the situation-specificity in trust. 
Interest in technology unites people in small and large technology firms. 
Partner relationships are complex and changing. A partner may also simultaneously be a customer and a value-add reseller. 
 
 
Small Software Company Alpha   Managing director, 25-35 years old male 
4/2000 tape-recorded interview   10 years experience as an entrepreneur 
3/2001 tape-recorded interview 
 
Trust as a basic moral value was highlighted in these interviews, yet also as an instrumental mean to build and 
maintain a reputation as a player. MD has a long-term and systemic view of his business. The role of communications 
and honesty was highlighted several times in this interview. Trust is based on strong values and basic assumptions. 
Business is always between individuals. Contracts need to be good but they don’t make the business. Trust between 
two individuals enhances also organizational trust. Changes in large firm organizations are challenging for trusting 



 
 

 

relationships. MD creates trust through focussed business, clear roles in the value chain and open communication. 
 
Also the challenging nature of the ICT convergence was acknowledged. The MD explained how he meets a lot of 
strange people, with potentiailly good ideas and technologies. Therefore, he needs to invest effort to understand what 
the other person and his company is capable of. Liking the person helps also in his effort. 
It is difficult in the large corporations to understand the needs of the small players. Not-invented-here (NIH) is strong 
and also the large firms demand for exclusivity. Large and difficult customers are good in forcing he small firm to 
develop.  
He had a very strong self-confidence and belief in his company (which has also been successful). 
_____________________________________________________________________________  
 
Small Software Company One   Technological director, 25-35 years old male 
3/1999 tape-recorded interview   10 years experience, also of working in a large firm 
 
In this interview the dynamics between small firm knowledge and large firm knowledge were discussed. The small 
firm had developed new technology together with a large firm, which however found it to be outside their core 
competence and did not want to continue the development. Later they found it interesting and finally they perceived 
it to be so close to their core capabilities they acquired Small Software Company One. In these interviews, as well as 
with the Internet Technology Firm Net the timing and dynamics between small and large technology firm 
technological knowledge and resulting propensity to cooperate, partner or make an acquisition was highlighted. Also 
the diverse corporate cultures were discussed as the managing director had experience of both cultures. 



 
 

 

APPENDIX V ROLE OF RESEARCHER IN THIS STUDY 
 
Before I started the research project, I had some hands-on experience from working with the 
growth-oriented small technology firms in the Ministry of Trade and Industry (SME 
internationalization project) in 1989-91. In 1992-93 I started to get acquinted with the theme area. 
The early point of departure was how small technology-based firms could grow and 
internationalize with the help of large firms offering complementary strenghts and especially the 
international distribution channel. In 1993 some piloting was done when 10 small technology 
based firms were interviewed in-depth. Soon the issue of trust became apparent. These small high 
technology based firms were eager (even sometimes naïve in their expectations) to build 
partnerships with large firms, but also young and without notable track record, e.g. references. So 
the first step was to gain large potential partner’s trust. Trust is a very interesting and complex 
issue. I fell in to the theme and “dwelled” with it for some time in 1994 and 1995. In 1996 I also 
wrote a conference paper and a book-chapter (Blomqvist 1997) on how small technology-based 
firms’s trustworthiness was perceived by their large partners. The concepts of trust and trust 
creation were studied in the context of asymmetric technology partnerships.  
 
In 1996-98 I had also a chance to work hands-on with small technology based firms whilst 
working for Regional Development Fund. Trust was clearly an important subject, yet it seemed 
very soft and unable to explain the whole problem area. In 1996-97 I wrote three teaching cases 
for the MBA program on asymmetric technology partnerships and small technology based firm 
problem issues (Cases A, B and C mentioned in the appendix VII). During that time I had a 
chance to learn more of the some of the case firms by having access to historical and confidential 
data (with entepreneurs’ permission).  
 
In early 1999 I returned to research project. The new issues in the interviews began to focus more 
and more on the roles of technology and asymmetry. In spring 1999 I wrote a conference paper 
on the characteristics of small and large technology firms (Blomqvist 1999). Also the role of the 
technology-related dynamics became clearer and technology became the explanatory factor for 
some of the partnership processes, which the entrepreneurs did not understand or could not 
explain themselves (see the Minicase 1 on Maturing Technology and the Small Firm’s 
Decreasing Importance in appendix VII). Therefore I began to look into the nature and impact of 
technological knowledge more in-depth. Several additional interviews and quite large theoretical 
reading was done (chapter 5 in the thesis). The impact of technology seemed to explain some of 
the parties’ propensity to partner with each other. In summer 1999 I wrote a working paper on the 
role of technology on asymmetric technology partnership formation (Blomqvist 2000). 
 
In summer 1999 I began to work for Sonera, a Telecom Service Provider and a large company. In 
1999-2001 some additional expert interviews and interviews on trust creation were made. Role of 
trust had become evident from earlier interviews, but the process of how trust is created was 
emerging. Also I wanted to study more in-depth the roles of personal and organizational trust and 
trust creation. In the last part of the research project, in 2001 also the role of fast trust vs. 
incremental trust began to emerge.  
 
Various hands-on experience gained throughout the process has been very helpful. The 
possibility to look into the research issue from inside and of various angles has enabled a more 
holistic reflection of the research issue. In the 1990’s and early 2000 I have discussed 



 
 

 

approximately with 300 entrepreneurs, out of which may be 100 from technology-based firms. 
Knowledge of large organizations was limited to research interviews before I began to work for 
Sonera Corporation in June 1999. At Sonera I have had a chance to discuss these issues in 
various roles. In addition to a researcher, I have worked as a development manager in the 
Corporate Research and CTO (cooperation with universities and SMEs) and participated several 
internal development groups (see Gummesson on the different roles and difficulties to get access 
to data, 1991). 
 
It is very clear, that the research project and understanding of the theme has developed 
throughout the process. The interplay between practice and research as well as perspectives from 
both small firms and large firms has benefited me very much. The research process has also been 
most iterative. I have developed continuosly the theoretical knowledge and continued with 
empirical interviews. Focus on sub-themes has altered, but I first began with the trust theme in 
1993 and returned to it in 2000. Role of asymmetry was developed mainly in 1997 and in 1999 
theme was saturated in the interviews yet I found and read some important theoretical material on 
organizational cultures (Schein 1992) only in 2000. As a result of this rather lengthy process both 
a practical and theoretical understanding of the role of asymmetry has been developed.  
 
The fact that in 1996-1998 I worked as risk financing some of the case firms and later for a 
potential large partner from 1999 on may have affected the research two ways. It may first have 
increased construct validity, but also the risk for managers wanting to manipulate the researcher 
increases (e.g. to tell things much better as they are in order to impress the researcher and create 
possible business). The researcher made it very clear to the informants, that her “research 
personality” is different to the “working personality” and issues discussed in research sessions 
were strictly confidential and to be kept separate to business issues, unless the entrepreneurs 
wanted it differently. 
 
 



 
 

 

APPENDIX VI MANAGERIAL VALIDATION 
 
In summer 2001 the asymmetric characteristics (Blomqvist 1999, 26) were validated with 6 
interviewed practioners who found the typology explanatory. Only two of the interviewed large 
firm key persons critized somewhat the view on large incumbent organization by stating that also 
large firms are changing towards more flexible and agile organizations. Another of them 
perceived the typology as a potential risk management tool.Also the theory building on the nature 
and conceptualization of trust was validated with these managers. 
 
Chapter 5 on the impact of technological knowledge was evaluated by a technology expert from a 
telecom company and discussed afterwards in summer 2001. Chapter 7 on the evolution of trust 
in asymmetric technology partnership formation process was validated with a large firm 
department manager responsible for software development (1) and with a Large Firm vendor 
manager responsible for the small software partnerships (2) in January 2002. 
 
“...really interesting and I found many things familiar to me..I think the text describes reality very well” (Abstract 
from an e-mail from a Department manager for a Large ICT Company) 
 
They gave altogether 18 comments reflecting the findings from chapter 7. A major point of both 
was the critical role of capability in evaluating the trusworthiness of a partner. Capability aspect 
was highlighted because of the technological capabilities increase predictability and can be 
evaluated from facts. Also the organizational level of individual-based fast trust was discussed. 
The managers highlighted that (also fast) trust is needed both at the operative and strategic level 
and it is critical to be able to diffuse trust and learning to the organizational level. The 
proposition that instead of the role-based fast trust more personalized trust is needed for 
innovation was accepted. However the vendor manager emphasized the natural tendency to 
evaluate role-based trust (even the compatibility of clothing to the role i.e. business persons 
should dress in according and so should software experts). It was discussed that trust is always 
perceived and humans’ capability to evaluate trust also differs. 
 
The description of “A New Virtual Organization Emerges from Experts working jointly in a 
Product Development Project” was also validated with the Technological expert for a Small 
Software Firm David. He also wanted to confirm and highlight the impact of the organizational 
roles and heterogeneity within the large organization: 
 
“ …I have found that a phenomenon where the actors within the large firm may have quite different motivation and 
disturb the atmosphere for cooperation. Typical these are the people to whom the well working cooperation is not 
important, e.g. those responsible for IPR or pricing. They come from outside the goal-oriented network you have 
described. Often the issues are minimal when compared to the whole big issue. This leads however easily much 
bigger losses than it brings. Ofcourse we do have our own financial interests, but when I look things from their point 
of view I realize they work against their own interest” (Abstract from an e-mail from Technological expert for a 
Small Software Firm David, February 2002). 



 
 

 

APPENDIX VII DESCRIPTIONS OF EARLY CASES 
 
Case A (1993-2000) was illustrative in all aspects of asymmetry, technology and trust. Three key persons of 
company A, a chairman of the board and a partner manager of a large firm were interviewed already in 1993. 
Confidential written material concerning the company was also reviewed. Throughout the years the MD and the 
researcher have had a chance to discuss in-depth of the company A’s issues several times and from several 
approaches. Relationship between the managing director and the researcher has been quite trusting from the 
beginning. Information of the company has been gathered also from several expert and customer interviews. There 
are alltogether 16,5 hrs tape-recorded interviews of 6 different informant. In addition there are several lengthy (1-2 
hrs, not tape-recorded) discussions between the MD and researcher as well as additional informants like venture 
capitalists (1996-1997) and industry experts (1994-1997). Afterwards, it seems that already the case A has been quite 
illustrative in aspects of asymmetry, technology and trust. Technology was involved in regard to technological fusion 
and new technologies replaced older technologies, technological path, limited resources of a small firm and the 
criticality of time-to-market. Some entrepreneurial trust strategies to manage with large organizations of an intelligent 
were to be seen already then. Afterwards it seems, that I did not fully grasp (in-depth, analytically) all the aspects of 
the case before learning more of other cases (offering additionial confirmation and replications of certain aspects and 
going more in-depth into related theory). Thus some of the aspects of the case, especially on technology embedded 
and bases and processes for trust creation became more evident in later cases. 
 
Case B (1994-2000) has been a quite similar lengthy relationship. Researcher learned to know the entrepreneurs 
through a seminar organized for High tech firms in 1994. She made first a pilot study and continued the discussions 
with the entrepreneurs. Altogether there are some ten and half hours of tape-recorded discussions with entrepreneurs, 
their major customer and a large partner. In addition to tape-recorded interviews there were several other lengthy 
discussions with the entrepreneurs, venture capitalists (1996-1997) and industry experts (1996-1997) with the case. 
Case B was particularly illustrative on the role of trust and technology. Here I realized for the first time the roles of 
systemic technology, different cultures of asymmetric partners (and other parties involved i.e. venture capitalists and 
customers), the resulting poor communication, hidden agendas and the role of trust in this process. The relationship 
with the entrepreneurs and the researcher has been quite open and trusting, despite the major changes of the 
ownership of the firm and the employment position from where the researcher has discussed with them. In a similar 
vein as another entrepreneur, also they suggested that the researcher would co-author a book of their story.  
 
Case C (1994-2000) explained of the partnering rationale of large ICT companies. A manager responsible for 
partnering program with small software suppliers was interviewed several times. There are several hours of taped 
interviews and several telephone discussions. This case was going to be a real-time case study of a large globally 
operating ICT firm and its partners. The ICT firm had the aim to find software suppliers offering”spear-edge-
products” for their platform but none of the screened 60 specialized suppliers had ready-made software available1. 
Thus the dangers of real time case realized, and my empirical case construction got a dead end. However a potential 
partner was interviewed (with ongoing discussions), so a dyad could be approached. This case was useful for 
demonstrating the expectations and realized problems in partnership formation process. The interviewed large firm 
manager was quite direct in his explanation of the events. Also the different characteristics of small and large firms 
were grasped and an idea of cultural/characteristic similarity breeding trust was gained. 

                                                 
1 This study was started in early 1994 and a survey on the motivation and attitudes of small technology based firms was done. I had a chance to 
participate this ICT Firm’s Road show and was going to have a good access to data. In December 1994 it turned out, that out of the 60-surveyed 
potential partners no one had “off-the-shelf” software, but had supplied only tailored software projects. This was quite a disappointment to both me 
as a researcher and also for the ICT firm. I had planned to study the role of trust in 5 cases, which would have led to a partnership and in 5, which 
would not have reached a partnership. 



 
 

 

APPENDIX VIII MINICASES 
 
Minicase (1) on Maturing Technology and the Small Firm’s Decreasing Importance 
A small Internet technology firm had established a relationship with an incumbent large firm. The small firm found 
strongly that the relationship was strategic and the large party seemed to be more dependent on them than vice 
versa. The small firm was hopeful and expected major business from the relationship. Within one year the exchange 
in the relationship declined to a minor level both of lesser strategic importance and volume and subsequently the 
small firm fell into a position of a traditional software sub-supplier. The small party was disappointed and puzzled. 
 (Case story told by the Internet technology supplier) 
 
This case could be explained as follows: In the beginning of the relationship the large partner was risk-averse and 
reluctant to invest in the emerging Internet technologies, for which it had little capabilities and knowledge of. When 
the large firm realized the key role of the Internet, it decided to build internal capabilities and hired employees skilled 
in Internet technologies. As a result the large firm’s relative dependency on a small Internet-technology firm 
decreased drastically. Thus the value-add and relative importance of the small partner decreased. Also the initial 
context and frame of the partnership changed in time1. Subsequently the small partner initially perceived as strategic 
partner fell to a position of a sub-supplier. 
 
Minicase (2) on Path-Dependent Large Organization’s Response To An External, 
Potentially Disruptive Business Concept Offered To Them: 
 
A small supplier offered a Large ICT Company a new and total business concept, a platform for mobile data 
transfer and management. The supplier was able to demonstrate both the ease of use and value proposition of their 
application. The start-up key persons had also a strong track record and the technology involved was patented. 
However, in the Large ICT Company there was same type of concept development projects going on. Contacted 
persons refused to study the application and potential cooperation further. According to the Large ICT Company 
champion there were no rational reasons why not to try this potentially better application offering more customer 
benefits. He was fond of the idea feeling it was very easy to use and could bring real customer benefits. Whilst 
studying the concept he interviewed company experts and introduced the small supplier to company key persons. 
Reasons given not to cooperate were “not fitting to our product road map”, “disruptive concept”, “wrong timing”, 
and “not secure enough”, “easier to sell something connected to our present product portfolio.” The Large ICT 
Company champion understood the real reasons were more in attitude to competing external projects (NIH and 
internal sunk costs) and fear of the cannibalisation of present products and projects. However, if not the Large ICT 
Company, it would is a competitor introducing this interesting, almost disruptive business concept. Therefore he 
decided to introduce the supplier to division president, who was able to see the value of the application and over the 
daily organizational politics. Thereafter the same process of trying to find a home for the venture was started again, 
now with a prominent internal sponsor. (Case story by a Large ICT Company Champion) 
 
Minicase (3) on a Large Incumbent Organization’s Path dependency and Resulting Change 
in Commitment 
 
A large IT firm had an R & D project with external parties. Large firm top management did not find the resulting 
technological knowledge as relevant to their core business. As a result a spin-off was set up. The small spinn-off 
retained a close relationship with the incumbent large firm. Small firm gained unique know-how and technology 
from the large incumbent firm, since they maintained the close relationships to the large firm development team. 
This “in-side” information and know-how turned out to be extremely valuable and impossible for other start-ups to 
gain. It was only in 2 years afterwards that the large incumbent firm realized their small partner possessed valuable 
technological know-how, which was then seen to be part of the large firm’s present core competencies. As a result 
the incumbent large firm acquired the small partner into the hierarchy of the incumbent firm  
(Story told by industry expert). 
 
From the point of technology partnership creation this means, that at time point 1 the developed technology X did not 
interest the large company, whose top management did not find the technological area relevant. As a result the 
                                                 
1 On frame gaps see Doz and Hamel 1998, 148-49. 



 
 

 

technology was developed separately in a spin-off. At time point 2 the small firm possessing that technology became a 
strategic partner since the large firm had redefined their strategy and incorporated the technology X as one of the 
needed technological capabilities. At time point 3 the small partner possessing the technology X was seen to be of 
extreme importance to the large firm and as a result the small firm was acquired into the large firm hierarchy. In the 
following Figure 91 the impact of large firm technological core competence dynamics in asymmetric technology 
partnership formation is illustrated. 
 

t 2: A spinn-off as a result of a research project where the
 developed technology X and leveraged competencies 
were not  found relevant by the large firm involved.

t 3:  Technology X  was developed separately as an independent company.

t 4:  R & D cooperation when the developed technology begins 
to interest the large firm

t 5: Acquisition since technology X  was found as one of  the large firm
 core technological competencies

X

X

X

X

X

X t 1: A joint research project  with several firms
 was established and succesfully completed.

 
 
Figure 91. Path-dependent Large Organization’s Changing Commitment to 

Technological Capabilities 
 
Minicase (4) on Evolution of Trustworthiness in Negotiations for Asymmetric Partnership 
Formation  
Data for this minicase was obtained by interviewing the incumbent large firm manager and small firm MD before and 
after the meeting in summer 1999. The researcher had also a chance to participate the meeting as an observator. The 
large firm had approached the small firm previously but the key persons had not met before. 
 
Large Incumbent is a major ICT company with fame as a technology forerunner. Traditionally they have designed 
most of the technology in-house, but want to focus on core technologies and utilize value-add partners’ products and 
services. It has tens of thousands of employees and operations in several countries. They are looking for innovative 
small partners to complement their know-how and create new services. Small Software Supplier is a small E-
Business company focussed on Internet technologies. First part of the 1999 they have been looking for a large partner 
systematically. Managing director has visited several interesting companies to discuss possible cooperation. He has 
been approached from several ICT companies to discuss acquisitions or potential cooperation. 
 
A third party (researcher) introduced Large Incumbent technological top manager and a Small Software Supplier MD 
and arranged a meeting to see if any cooperation would be possible. Introduction was done in a positive atmosphere 
(1). Both parties were interviewed before and after the meeting. Large firm manager had positive attitudes towards 
networking and potential value-add of small firms. Top technological manager’s management philosophy included 
very clearly networking and cooperation (2). The small firm MD was also positive about cooperation (3). Meeting 
for potential cooperation was observed. 
 
The small firm had however negative previous experience of the Large Incumbnet (4). In an earlier interview the 
Small Supplier technological expert had told the researcher: 
 
“They (the large firm management) call us, come with Flags and paint beautiful pictures about joint future. 



 
 

 

Afterwards nothing happens, however.” (Small Software Supplier technological expert) 
 
“ I was once supposed to meet them (contact persons in Large Incumbent) in another city. I had a 3 hr drive there, 
but the contact person never showed up to meet me” (Small Software Supplier Managing Director) 
 
It seemed that the Small Software Supplier personnel were open for new ideas and partnering, yet sceptical on the 
Large Incumbent intentions and capability to cooperate. 
 
The negotiation was a quite usual 1hr meeting at the headquarters of Large Incumbent. Small Software Supplier MD 
introduced first his company and the Large Incumbent technological top manager listened, but did not seem very 
excited nor did not pay much attention to the MD (5). After the presentation Large Incumbent technological top 
manager and made the usual questions on ownership, turnover and personnel. He also offered to explain more of 
Large Incumbent business and vision, but the Small Software Supplier MD said he was familiar with the large firm 
operations (6). Large ICT Firm technological top manager wanted to know of the Small Software Supplier 
technological core competence. The small firm MD could not answer this question (7). He stated that it is actually 
their technological expert, who would be able to answer that question and his role as a MD was to take care of other 
issues. 
 
However the large firm technological top manager said he could introduce this small firm manager to top 
management from the divisions, which he would meet very soon (8). For this he asked for some material on 
technological competencies. It was agreed, that the small firm MD would send additional material on the 
technological competencies. Small Software Supplier did not however send the material and the agreed date went by 
(9). The researcher reminded the Small Software Supplier MD for the material, which was then sent. It was however 
only one very general slide (10) and did not answer the Large Incumbent technological top manager’s question on 
technological capabilities (11).  
 
Originally Small Software Supplier MD and their technological expert were both invited to the meeting with Large 
Incumbent technological top manager, but the Small Software Supplier’s technological expert was busy in a customer 
case in that day and could not participate the meeting (12). 
 
Analysis of the Previous Minicase: 
 
(1) Positive third-party information of both sides from the third party in advance. If the third party was trusted on her 
judgement, this could open the door and raise positive expectations and attitudes on both sides. 
(2) Technological top manager believed strongly in focussing in core competence and networking (interview earlier), this was 
part of his managerial paradigm. 
(3) Small firm MD had a positive attitude on cooperation (interview earlier) 
(4) Small firm had negative earlier experience on Large Incumbent firm trustworthiness and ability to implement 

agreed on things (interview earlier) 
(5) Small firm manager was frustrated for the large firm manager’s lack of enthusiasm in the meeting (interview 

afterwards) 
(6) Small firm manager was not a competent discussant on technology as large firm technological top manager 

expected (interview afterwards) 
(7) MD did not show eagerness to learn more of the Large Incumbent and turned down the offer to hear more of 

Large Firm vision (observation) 
(8) Large firm manager showed proactiveness and promised to introduce the small firm to division top managers, if 
he would receive additional material on technological competencies (observation) 
(9) Small firm manager did not (remember to) deliver the extra material and information (observation, discussion 

with both) 
(10) The delivered additional material did not serve the purpose (discussion with the large firm technological top 

manager) 
(11) Large firm manager was frustrated for the small firm not to deliver as agreed (discussion with the large firm 

technological top manager) 
(12) Small firm technological expert did not make the effort to (to change schedules, he was at the same city) 

participate this meeting. 
  
 



 
 

 

From the point of trust, it could be analyzed that the components of competence and goodwill were broken. Small 
firm MD was not able to discuss technology as expected (experienced lack of competence). Neither was there enough 
goodwill (present proactiveness of the large firm did not outweigh the earlier negative experiences). In actual 
behavior both parties were disappointed in each other’s lack of enthusiasm. The large firm technological top manager 
was also disappointed because the MD did not send that material he had promised to and when it finally came, it was 
not what was expected to. No inter-firm cooperation emerged from this meeting. 
 
Minicase (5) on Fast Evolution of Shared Vision 
A large corporation CTO tells how he first met the small firm MD and decided to become a board member: “I knew 
him from someplace beforehand. But one day I just bumped into him in the center of the city. There we stood on the 
street and discussed. I could see very clearly that we shared the vision of the industry development and business 
opportunities…” This relationship developed first into large firm equity investment in the small firm and today the 
previous large corporation CTO is the managing director for the small firm. 
 
Minicase (6) on Software Development Project in Asymmetric Technology Partnership  
From the Small Software Firm David there may be 10-30 persons working simultaneously for one or several Large Company’s 
software development projects. Even if the role of the key individuals is major both in initiating the relationship and in 
subsequent specific transfer and creation of technological knowledge; the developing dense organizational interface becomes to 
resemble a new organizational entity. Cooperative product development organized in several and simultaneous projects could be 
seen as emerging virtual entities as a sum of the project workers from both companies. Subsequently the relative role of a single 
individual lessens. Diffusion of a fame of a successful cooperation within and between the two organizations increases the 
institutionalization of the relationship. Potential partners may also develop joint routines and processes increasing the 
organizational commitment and emergence of a new virtual entity (see Figure 83). Trust is developed through clear individual 
roles and responsibilities. 
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Figure 92. A New Virtual Organization Emerges from the Experts working Jointly 

in a Product Development Project 
 
From the minicase above it can be summarized that even if the role of each individual expert is crucial, it is the 
relationship between the project managers (1a and 1b) that either make-or-break the relationship1. If they are able to 
create a mutual space, a trusting atmosphere (“BA” in the language of Nonaka) between the project specialists (2a – 

                                                 
1 For the critical role of relationship boundary spanners, see also Halinen 1994 



 
 

 

2b…na-nb), the success of the present project and likelihood of further projects is increased. A small supplier may 
get even unofficially a “preferred partner status” or alike and the relationship institutionalises through diffused 
reputation within the large partner.  
 
Minicase (7) of a Physical and Mental Space BA  
Large ICT Company F has created a physical and mental space where their customers and partners can come and 
meet them. In this “BA” they have a showroom for novel technologies provided by Large ICT Company F and their 
partners. Partners and customers can arrange meetings and seminars in the space provided by F. They have set up 
some R&D development initiatives for hackers and even parties have been put up.  
 
Large ICT Company F has personnel specialized on working with their small value-add partners and available for the 
small partners. In addition to this “BA” they also have a rather typical partner program with low level of entrance. 
There are no contractual arrangements, e.g. the large ICT Company F personnel working for the BA do not sign 
NDAs with suppliers. However, it seems that the most important value-add of this arrangement is the personalization 
of the Large ICT Company F through the dedicated employees taking care of the network of value-add suppliers. 
 
”Our point of departure is that we are nothing without partners. Our value-add is the partners and that is why we 
try to do everything that is possible for them. And what is unique, totally unique in comparison to our competitors is 
that they have nothing like this…They have announced something, but what I have heard it is more like hospitals, 
cold places… We try to keep interpersonal interaction very much in the top of our concept. This is something 
different than some development package on a cd-rom and Newsletter once a month. I call our partners as often as 
possible and ask how they are doing and what is the situation...” (Partner manager, Large ICT Company F) 
 
”Well, we made last autumn a survey among our partners asking of our image and how partners see this. The most 
important message was that our people are trusted as persons, that they can trust our word and if we promise 
something we do that. I think this all is base quite a lot on a personal basis. If “Jack” were not Jack, this would not 
have come anything. I have headr from really many partners, that if Jack says something, then things work, then 
they do it.” (Partner manager, Large ICT Company F) 
 
Also, the large ICT Company F employees were able to learn in real-time a lot of both the technological and business 
development in the converging ICT sector. They had hundreds of listed value-add partners and customers contacting and visiting 
them yearly. As one of the interviewed managers told, they were able to pick bits and pieces of information and new almost in 
real-time of what, who and when was going to bring new services and products to markets. The effective information flows 
provided them competitiveness, which they however argued to leverage very carefully not to harm their relationships or 
reputation. 
 



 
 

 

APPENDIX IX EXAMPLE OF INTERVIEW CODING AND TRANSLATION TO 
ILLUSTRATIONS 

 
KB: Saanko kysyä sellaista, että tavallaan sanoit, että YRITYS X he ei oo riippuvaisia teistä, et he voisi ottaa myös 
toisen toimittajan. Minkä takia he kuitenkin lupaa yrittää myydä sen 75 %? Ja miks sä luulet, et he on teihin 
tyytyväisiä? 
 
EA: Mä oon joskus kuullut heiltä sellaisia kommentteja, ensinnäkin siinä on varmaan ihan henkilösuhteista osittain 
kysymys. Et silloin esimerkiksi, kun tämmönen tavoite on yhdessä sovittu, siin on YRITYS F:lta ollut aika korkee 
johtaja mukana ja YRITYS X hyvin korkee johtaja ja varmaan hirveen hyvässä yhteisymmärryksessä ovat sen 
päätöksen tehneet. Ja sit, kyl YRITYS X on sanonu jonkun kerran, et me, YRITYS F, jollain tavalla ehkä pitää 
paremmin huolta yhteistyökumppaneista. Mä oon ehkä jäävi sanomaan sitä, mut mä kuvittelen, että se on jotenkin 
näin, et me ollaan ehkä vuosien saatossa tai aikaisemmin ymmärretty se kumppaneiden ja tän verkoston merkitys. 
Että niitä on niinku hyvin yritetty hoitaa, niitä yhteistyökumppaneita, ja ollaan vältetty lähtemästä niinku kisaamaan 
oman kumppanin kanssa. Vaan me ollaan haluttu antaa heille aina mahdollisuus esimerkiksi tehdä joku kauppa, sen 
sijaan että me oltais oltu siellä itse kisaamassa kumppanin kanssa. Ja sit mä en tiedä, olisko, mä en nyt hirveen hyvin 
tunne niitä meiän kilpailijoita, et YRITYS Z on tietysti siellä. Ehkä meillä on parempi tämmöne kokonaisvaltainen, 
ihan jos ajatellaan laitearkkitehtuuria.  
 
EA6 personal relationships, top management, good care of partners, understanding through years, caretaking, not 
competing with partners 
 
”I have heard these comments that this is based also on personal relationships. E.g. when we set the common goal, 
our top management agreed on it in very good cooperative atmosphere. They have also said, they think we take 
good care of our partners. I think in our company, we have learned the meaning of partners and network through 
years. We have tried to take good care of our partners and not to compete with them” (Manager, Large ICT 
Company F) 
 
KB: Onks teillä ollut konflikteja, missä tavallaan mitataan sitä suhdetta ja miten ne on sit ratkennut? 
 
EA: No, kylhän niitä tulee aina silloin tällöin, esimerkiksi jossain ihan asiakas-keisseissä tyypillisesti. Lähinnä just 
nimenomaan jossain asiakas-keisseissä Suomessa tai Suomen ulkopuolella, että me esimerkiksi havaitaan, että sinne 
jollekin X maan asiakkaalle onkin menossa YRITYS X softa jollakin muulla merkillä kuin meiän. Ja sitten on 
hetkinen, että meiän Account Manageri on siellä aktiivinen ja mites tää nyt näin voi mennä! Tai sitten voi olla, että 
YRITYS X on sitä mieltä, et me jossain asiakas-keississä ollaan heidät ohitettu ja preferoitu jotain muuta. Sehän on 
tietysti vakavaa, mut se on sellasta aika avointakin aina se kommentointi ja heti niinku nostetaan kissa pöydälle, et 
jos havaitaan, et jossain jotain tapahtuu. Et siinä mielessä mä sanoisin, et sekin yks merkki hyvästä suhteesta, et siinä 
niinku pystyy heti ottamaan asian esille, jos näyttää siltä, et nyt jotain mukamas epäreilua on tapahtumassa. Ainahan 
jokaisessa asiassa on sitten monta osapuolta ja monta puolta katsoa asiaa. Että ainahan siellä joku hyvä syy löytyy, 
mutta kyllä niistä aika kärkäästi keskustellaan sitten.  
 
EA7 conflicts if selling competitor’s products or bypassing, open conflict solution as a sign of a good relationship 
 
“At times we have conflicts. E.g. in customer cases when they are selling our competitor’s products, or if they feel 
we have bypassed them in some customer case…But all this commenting is quite open and we “lift the cat right 
away to the table” if we see something like that going on. I would say that is also a sign of a good relationship, that 
you can say right away if something unfair is going to happen.”(Manager, Large ICT Company F) 



 
 

 

APPENDIX X ADDITIONAL INTERVIEWS 
 
These persons were interviewed outside the planned data collection from asymmetric technology 
firm managers. These discussions were informal and in some discussions only written notes were 
taken. Their comments are added to the text where it has been seen to complement understanding 
of asymmetric technology partnership formation. 
 

• Telecommunications industry expert 
• Technology consultant 
• Venture capitalist 
• A technological manager for small software firm Micro 
• Managing director, Small Software Firm Object 
• Technological expert for a Small Software Firm David 
• Business development manager for a Small Software Firm Mobility 
• Managing director for Multi 
• Manager for international sales in Multi  
• A Business unit manager for the Large ICT Company B 
• A department manager for the Large ICT Company B 
• A technological expert, Large ICT Company B 
• R&D manager for Internet Technology Next 
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