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The question of why some firms perform better in managing their alliances has

raised interest among scholars and managers. Whereas inter-firm factors influencing

the alliance performance such as strategic fit between partners and the existence of

complementarities have been studied extensively, research on firm-level

antecedents is rather scarce. Therefore this study investigates the role of firm’s

alliance capability in the alliance success equation. Particularly it analyses the

specialized mechanisms and processes set up by firm in order to facilitate alliance-

related know-how leverage organization-wise. Evidence from a cross-industry

sample of R&D intensive Finnish companies supports the fact that firms which have

invested in institutionalizing alliance capabilities outperform their counterparts in

alliance portfolio management. Results also suggest that firms need to adjust

alliance management tools depending on the alliance portfolio size, prior experience

with inter-firm partnerships and the strategic importance of alliances. Furthermore,

absorptive capacity is found to be crucial for successful alliance management, its

role being complementary to that of alliance capability. Finally, firms that have

successful alliances also enjoy higher financial, market and innovation performance.
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1 INTRODUCTION

The study is part of the research project InnoSpring Janus carried out at

Technology Business Research Center (TBRC), Lappeenranta University of

Technology.  The project is meant to enhance understanding of value

creation and paradoxes of the knowledge-based network economy. This

study is dedicated, in particular, to the analysis of alliance capabilities as the

essential success factor explaining how companies outperform their

competitors on the alliance arena.

1.1 Background of the study

The volatility of markets, increase in competition and fast-paced technological

development makes the self-sufficient mode of operation slow and inefficient.

As a result, inter-firm collaboration and, in particular, alliances had a strong

upheaval over the last two decades (Contractor & Lorange, 2002; de Man &

Duysters, 2005; Hoffman, 2005; Kale et al., 2002). Companies such as Cisco

and Motorola have created large alliance portfolios, entering 50 to 100 new

alliances each year, while Dutch electronics and medical equipment firm

Philips are currently involved in over 1000 alliances (Heimeriks et al., 2008).

This trend derives from firms’ necessity to access or absorb other

organizations’ complementary resources in the quest for competitive

advantage (Duysters et al. 1999). Partners engaging in alliances are

anticipating gaining rents in form of synergies exceeding what they would

otherwise be able to achieve independently (Dyer & Singh, 1998; Larsson et

al., 1998; Madhok & Tallman, 1998; Spekman et al., 1998). Subsequently,

recent studies suggest that alliances are one of the most powerful drivers of

value creation for both “new” and “old” economy companies (Gerhard &

Odenthal, 2001). Alliances can take different forms, such as R&D or

production agreements, marketing or distribution agreements, or technology
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exchange (Barringer & Harrison, 2000). An increase in competitive pressure

and the rising costs of R&D combined with shrinking technology/product

cycles stimulated the use of technology alliances (Kim & Inkpen, 2005).

Particularly, more flexible forms of strategic technology alliances seem to

have taken over the dominant role of equity based agreements, such as joint

ventures (Duysters et al. 1999).

Both the number of newly established alliances per year and the percentage

of revenues which stem from strategic alliances have increased significantly

(Casson & Mol, 2006; Margulis & Pekar, 2001). Studies support the idea that

alliances are an important driver for economic value creation (Chan et al.,

1997; Anand & Khanna, 2000). Moreover, it is expected that the market value

deriving from the alliances as well as the percentage of revenues stemming

from such agreements will still increase (Dyer and Singh, 1998; Accenture,

1999; Contractor & Lorange, 2002; Heimeriks, 2005). Research results

suggest that more than 80% of surveyed top-level managers consider

alliances as a primary growth vehicle (Schifrin, 2001) and approximately 40%

expect alliances to account for up to 50% of their company’s market value in

near future (Heimeriks, 2005). Although they represent important element of

firms’ business strategy, alliances often result in failure (Parkhe, 1993;

Spekman et al., 1996). Alliances come short to achieve objectives in 50% of

cases, while research by KPMG Alliances has identified a failure rate of 60-

70%. This is partly due to the fact that firms have not developed necessary

capabilities to manage alliances (Ireland et al., 2002).

The idea that some firms learn to manage alliances better than others is

popular among practitioners as well (Draulans et al., 2003). Alliance experts

are stressing the importance of processes formalization by which a firm can

systemize the acquisition or development of “alliance capabilities”. Trade

publications such as Alliance Analyst mention mechanisms to improve

alliance capabilities. Among them are included: having a formal system in
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place to capture the experience from each alliance, having a central

administrative entity to coordinate multiple alliances in which the firm is

engaged, and maintaining corporate data bases and newsletters on alliance

activity.

The purpose of this study is to investigate the development of alliance

capabilities in Finnish firms and to assess their impact on alliance success,

with focus on R&D area. The study will contribute to the body of research on

alliances by providing empirical findings on the topic. Moreover, it will have

managerial implications by emphasizing specific management practices

companies can set up in order to improve alliance portfolio performance.

1.2 Developments in the area of strategic alliances

Alliances are organizational forms that allow otherwise independent firms to

pool their resources in an effort to achieve mutually compatible goals (Gulati,

1995; Varadarajan & Cunningham, 1995; Lambe et al., 2002). In terms of the

theory of economics, alliances are “intermediate” or “hybrid” organizational

forms between markets and hierarchies (Thorelli, 1986; Powell, 1987).

Alliance can be defined also as any independently initiated inter-firm link that

involves exchange, sharing or co-development (Gulati, 1995; Kale et al.,

2002). This encompasses a broad range of governance structures, from

licensing to joint ventures, technology exchange and other types of

agreements (Gulati & Singh, 1998; Duysters et al., 1999). In order to

delimitate longer-term collaboration from less substantial cooperative

agreements between firms, the term of strategic alliance has been introduced

as “agreements characterized by the commitment of two or more firms to

reach a common goal entailing the pooling of their resources and activities”

(Teece, 1992, p.19). Das and Teng (2000, p.33) define strategic alliances as

“voluntary inter-firm agreements aimed at achieving competitive advantage
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for the partners”. Hagedoorn (1993, p.372) also emphasizes the role of

strategic alliances in influencing the product-market position of at least one of

the partners in the long-term perspective.

Despite strategic alliances can significantly contribute to the firm’s

performance, doing so is also challenging given their complexity and the

difficulty in managing them (Barringer & Harrison, 2000; Ireland et al., 2002).

Thus, the question of alliance success is still elusive (Madhok & Tallman,

1998).

Alliance failure can occur due to a number of factors. Building on game theory

and transactional cost theory, Parkhe (1993) analyzes the problems of

opportunistic behavior in strategic alliances. Conflicts may arise also from

improper partner selection, goal divergence, asymmetrical alliance objectives,

cultural differences, and the failure of expected synergies to materialize (Doz

et al., 1996; Khanna et al., 1998; Spekman et al., 1998; Inkpen, 2000; Kale et

al., 2000). Another hazard is the “learning race”, which occurs when the main

motive to enter an alliance is to quickly learn critical skills from the partner

and then to underinvest in achieving alliances objectives, thus companies are

said to often have “hidden agendas” (Hagedoorn, 1990; Hamel, 1991;

Khanna et al., 1998).

Along with the reasons for alliance failure, research in the alliance field has

concentrated on explaining patterns of alliance formation (in Porter & Fuller,

1984; Pisano, 1987; Doz, 1992) or on alliance characteristics and structure,

such as the nature of contracts, the type of alliance and whether there is a

strategic, organizational and cultural fit between the partners (in Hagedoorn &

Schakenraad, 1994; Draulans et al., 2003). Another stream of research

focuses on investigating and explaining expected alliance outcomes and

benefits (Stuart, 2000). However, smaller attention has been devoted to the

alliance management question (recently in Anand & Khanna, 2000; Ireland et
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al., 2002; Heimeriks, 2005). It has been argued that special management

techniques could significantly improve alliance performance and that the skills

of alliance partners in managing alliances can become an even more crucial

success factor than merely the characteristics of an alliance. Moreover, the

question of why certain organizations are more successful in managing their

alliances than others can bring more insight than the question of why certain

alliances are more successful than others (Ireland, et al. 2002; Draulans et

al., 2003).

There is an abundance of terms and definitions emerging in strategic alliance

research which are not always consistent with each other. Thus, it becomes

worthwhile to present the central concepts linked to the alliance capability

phenomenon relevant in the context of this study. Firstly, an alliance

capability comprises mechanisms and routines that are purposefully designed

to accumulate, store, integrate and diffuse relevant organizational knowledge

about alliance management (Kale et al., 2002). Alliance experience, often

taken as a proxy for a firm’s alliance capability, is usually measured as a

count of firm’s alliances over a fixed time period (Draulans et al., 2003). A

dedicated alliance function coordinates strategically the alliance activity,

including alliance-related knowledge capturing/dissemination (Kale et al.,

2002). According to Olk (2006), research in the alliance arena is mostly

concerned with analyzing the success of an individual alliance or the partner

benefits from an alliance, in a dyadic setting. A more rare approach is to use

alliance portfolio as a unit of analysis (Heimeriks & Duysters, 2004). However,

the latter is a more appropriate alternative, given that firm level alliance

management skills are not restricted to one alliance but concentrate on the

creation of a firm-wide ability to deal with its entire alliance portfolio (Anand

and Vassolo, 2002). An alliance is thought to be successful if it lives up to

expectations. Consequently, alliance portfolio success refers to the number of

successful alliances, in other words, to the alliances which fulfilled the

established goals. Finally, absorptive capacity, as the ability of firm to
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“identify, assimilate, and exploit knowledge from the environment” (Cohen &

Levinthal, 1990) has a critical role in facilitating organizational learning.

1.3 The research objectives of the study

Research suggests that previous alliance experience is the most important

factor influencing alliance success (Fiol & Lyles, 1985, Child & Yan, 1999;

Anand and Khanna, 2000). Yet, there have been fewer studies which are able

to explain how experience can be translated into a capability and how

alliances are managed. Understanding how alliances become successful

requires the study of processes, including those employed in alliance

management (Doz, 1996; Gulati, 1998; Barringer & Harrison, 2000). Simonin

(1997) highlights that a firm should internalize collaborative experience before

the lessons learnt become useful for a firm’s future alliances. Studies aimed

at explaining the process underlying the development of capabilities and the

potential learning mechanisms to be used are limited in number and tend to

lack micro-level detail (Eisenhardt & Martin, 2000; Lambe et al., 2002).

Moreover, little attention has been paid to the role of intra-firm antecedents in

helping firms to perform better in alliances (Takeishi, 2001). Therefore it is

sensible to analyze the alliance capabilities phenomenon in detail.

The main research objective of the study is to investigate the role of alliance

capability learning mechanisms and routines in achieving enhanced alliance

portfolio success. Thus the task is to find out whether it is worthwhile for firms

to institutionalize their alliance capabilities. The sub-questions deriving from

the central problem are presented in table 1.
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           Table 1. Research questions

v What alliance learning mechanisms
companies employ at intra-firm level and
are there differences in their usage
depending on alliance portfolio size?

v How alliance experience, dedicated
alliance function, absorptive capacity and
alliance capabilities influence the alliance
portfolio performance?

v Do alliance capabilities account for the
impact of alliance experience and
dedicated function on alliance portfolio
performance?

What is the role of
Alliance Capabilities in

Firm’s Alliance
Portfolio Success?

v What is impact of alliance portfolio
performance on firm’s innovation, market
and financial performance?

The study addresses the critical in strategic management issue of how some

firms create unique, intangible organizational capabilities to enjoy a

sustainable and superior firm performance (Kale & Singh, 1999) by

investigating the role of alliance knowledge management practices deployed

by firms in improving overall alliance performance. In the light of the dynamic

capabilities framework, alliance capability is analyzed as a “higher-order”

dynamic ability meant to improve and modify operational alliance

management skills (Kale et al., 2007). By developing alliance capabilities,

firms “learn how to learn” more efficiently from previous alliances and how to

improve their management skills in order to enjoy more successful

partnerships in the future.

The study makes a conceptual contribution to the literature on alliances by

providing a critical review of the state-of-the-art literature on alliance capability

concept.  It also contributes to the field by offering new insights and empirical

support to the role of firm level factors in improving alliance performance

portfolio-wise.  In explaining alliance success, the study goes beyond the
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impact of alliance experience and formal alliance coordination structures by

focusing on the alliance learning processes which are essential in capturing

valuable lessons from the experience and computing them into organization-

level capability.

The novelty of the approach is to evaluate empirically also the impact of

absorptive capacity, as firm’s ability to “identify, assimilate, and exploit

knowledge from the environment” (Cohen & Levinthal, 1990) on alliance

portfolio success. The study assesses simultaneously the mediating role of

both alliance capability and absorptive capacity in the relationship between

alliance experience and alliance performance, thus investigating the role of

firm’s internal and external learning. Moreover, it aims at investigating the

ability of firm to manage a comprehensive alliance portfolio as compared to

previous studies which focus mostly on individual alliance success (exception

Hoffmann, 2005; Heimeriks, 2005; Kale & Singh, 2007).

Finally, the study makes a managerial contribution by presenting explicit

processes and mechanisms firms need to implement in order to ensure that

alliance-related knowledge is effectively leveraged throughout the firm.

1.4 Delimitations

Most of papers written in the field of alliance management are concerned with

the learning processes within a particular alliance, focusing on strategic fit

between partners and the existence of complementarities. This study goes

beyond the relative, dyadic dimension and complementary resources and

investigates the development process of alliance management skills at the

firm level (such as in Simonin, 1997; Ireland et al., 2002; Draulans et al.,

2003). The assumption is that the formation of an alliance is already an

acknowledgement that the alliance partner has useful resources and
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capabilities (Kim & Inkpen, 2005). Firms’ learning and performance will be

analyzed across the alliance portfolio (in Anand & Khanna, 2000; Heimeriks,

2005), as opposed to alliance-level approach. The study is not explicitly

designed to assess either the motives for alliance formation, or the reasons

behind alliance failure.

1.5 Study structure

The phenomenon of alliance capabilities is analyzed in detail in chapter two.

A mix of theories contributing to the understanding of alliance management

skills is presented. Special attention is dedicated to the role alliance learning

plays in explaining the nature of alliance capabilities.  Chapter three

investigates alliance portfolio success and the factors affecting the way

companies perform in their alliances. Literature review on alliance experience,

a dedicated alliance function, their impact on performance, as well as the

mediating role of alliance capability and absorptive capacity is presented.

Research methodology is outlined in chapter four, followed by empirical

findings in chapter five. The conclusions, theoretical and managerial

implications, limitations and suggestions for future research are highlighted in

the last chapter. Figure 1 presents the structure of the study.
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Figure 1 The structure of study
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2 ALLIANCE CAPABILITIES PHENOMENON – THEORETICAL
UNDERPINNINGS

2.1 Introduction

Alliance capability has been referred frequently as the prerequisite of alliance

success. Yet, there have been limited research on the actual components of

alliance capability (Draulans et al., 2003; Dyer and Kale, 2007). Simonin

(1997) introduces the concept of collaborative know-how which measures the

extent to which “firms have skills in identifying, negotiating, managing,

monitoring and terminating collaborations”. Thus his broader concept consists

of dimensions such as: collaborative management know-how, negotiation and

partner-searching know-how, knowledge and skills transfer and exiting skills.

Kale, Dyer and Singh (2002) find that an investment in a dedicated alliance

function is a significant predictor of the firm's overall alliance success.

Draulans et al. (2003) also recognizes the importance of special skills and

knowledge absorption capacity to access and leverage partner’s knowledge

and to manage the alliance.

Heimeriks (2005) tries to delimitate the building blocks of an alliance

capability by focusing on the internal processes through which a firm can

share and institutionalize experience. The empirical findings indicate that

successful firms follow a clear development path when it comes to developing

alliance capabilities. First, group level learning mechanisms are used to

diffuse knowledge derived from individual alliances. Secondly, organizational

level learning mechanisms are deployed in order to institutionalize their

experience (Heimeriks, 2005).

It is unanimously agreed in the academia that the capacity to manage

alliances and absorb knowledge on alliances is a distinct management
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capability - the alliance capability. The next chapter explores the theoretical

foundation for alliance capability phenomenon, and the various concepts

which emerged on the alliance management research agenda.

2.2 Theoretical approaches explaining alliance capabilities

Several theoretical frameworks offer insights into the process of

organizational capabilities development. The theoretical perspectives used so

far in alliance capabilities research include resource-based view of the firm

(Wernerfelt, 1994; Barney, 1991), dynamic capabilities (Teece 1997; Zollo

and Winter 2002; Eisenhardt and Martin 2002), evolutionary economics

(Nelson and Winter, 1982), and the emerging literature on organizational

learning and the knowledge-based view of the firm (Kogut and Zander, 1992,

1995; Grant, 1996; Conner and Prahalad, 1996). Although the theories are

distinct in origin, they make specific contributions to understanding the

alliance capabilities phenomenon (Heimeriks, 2005). Therefore, it is

worthwhile to pinpoint the basic assumptions of each theory and the particular

contribution they make in the light of this study.

2.2.1 Evolutionary Economics

Zollo (1998) and Kale and Sigh (1999) have developed the essential ideas of

evolutionary economics and sustained that firm capabilities are ameliorated

as a result of “incremental learning and fine-tuning of relevant day-to-day

activities in the firm”. The authors suggest that organizational capabilities

could be developed by supplementing or replacing such incremental learning

by higher-order learning activities or organizing principles through which

individual and group knowledge is structured and coordinated within the firm

(Kale et al., 2002). In R&D alliances area, research by Henderson and

Cockburn (1994) brought support to the usefulness of higher-order organizing
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mechanisms to coordinate R&D know-how and activities in pharmaceutical

firms.

Evolutionary economics have contributed to the understanding of alliance

management also by emphasizing the role of routines created within

company or among partner-firms. Nelson and Winter (1982) define routines

as “stable and predictable patterns of quasi-automatic behavior developed

and constantly refined at the margin by firms in the course of their ordinary

productive activities”. This theoretical perspective involves that differences in

organizational routines persist over time, fact which can explain persisting

performance differences among firms (Teece et al., 1997). Zollo, Reuer and

Singh (2002) introduced the concept of interorganizational routines as stable

patterns of interaction among two firms developed and refined in the course

of repeated collaborations. The interfirm coordination and cooperation

routines were found to have an important role in enhancing the effectiveness

of collaborative agreements and enabling firms to achieve their strategic

goals.

The evolutionary economics theory offers insight into the issue by stressing

the need to understand the processes deployed in leveraging accumulated

alliance experience and knowledge embedded in interaction among partners

(Heimeriks, 2005).  Thus, in the light of discussed framework, setting up a

dedicated alliance function (consisting of a focal individual or team) and

routines which would coordinate alliance management practices and assure

the leveraging of prior experience will increase the odds of achieving alliance

objectives.
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2.2.2 Resource Based View and Knowledge Based View of the Firm

Firm’s sustained competitive advantage can be explained through the lens of

resource-based view (RBV) of the firm, which is built on the assumption that

strategic resources are heterogeneously distributed across firms (Barney,

1991). According to Wernerfelt (1984), by a resource is meant anything which

could be considered as strength or weakness of the firm. Barney (1991)

defines firm resources as all assets, capabilities, organizational processes,

information, knowledge, etc. embedded in the firm that enable the firm to

conceive of and implement strategies that improve its efficiency and

effectiveness. RBV sheds light also on the issue of why some firms can

consistently outperform others in their alliance performance. Thus, the ability

to manage alliances effectively is one of the firm idiosyncratic and non-

transferable attributes which will have an impact on the firm alliances success

and its competitive position. This resource also allows firm to deploy its other

resources efficiently and, because it cannot be transferred nor acquired, it

should be developed within the firm (Makadok, 2001). In case this alliance

capability resource is a weak one, firm alliances portfolio can be prone to

failure. RBV contributes to the alliance research also by viewing alliances as

“vehicles to gain access to certain assets or resources” (Hamel et al., 1991).

The emerging knowledge-based view (KBV) is essential for the

understanding of the phenomenon due to the role of knowledge as the key

competitive resource (Nonaka and Takeuchi, 1995) in production and

exchange process (March, 1991; Kogut & Zander, 1992).  KBV goes further

in explaining firm’s competitive advantage by emphasizing the fact that what

really matters is not the resources themselves, but the firm capabilities to use

them effectively for firm’s purposes. According to this approach, performance

differences across organizations exist because of their different stocks of

knowledge and different capabilities in using and developing knowledge

(Kogut & Zander; 1992 Grant, 1996). The accumulation and application of
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knowledge forms the basis for building organizational capabilities (Grant,

1996). The KBV of the firm also offers new insight into the causes and

management of inter-firm alliances.  Grant and Baden-Fuller (1994) develop

the knowledge-accessing explanation of strategic alliances by outlining the

efficiency advantages of strategic alliances (relative to both firms and

markets) in exploiting knowledge assets. Moreover, the authors point out

alternative knowledge-based motives for strategic alliances within the

knowledge-based economy, such as acquiring, and even more essential,

accessing knowledge resources of other firms.

Other studies have stressed the risk of critical knowledge leakage to external

parties (Kale et al., 2000).  Knowledge loss and asymmetrical learning can

become important obstacles to successful alliances and long-term survival of

the firm (Inkpen, 2000). Given that knowledge sharing boosts organizational

learning, it is important that firm leverages knowledge across its alliances in a

systematized way, considering alliances as a portfolio rather than a separate

activity (Lorenzoni & Baden Fuller, 1995; Duysters et al. 1999).

2.2.3 Organizational Learning

Learning has been defined primarily as “the development of insights,

knowledge, and associations between past actions, the effectiveness of those

actions, and future actions” (Fiol & Lyles, 1985).  Levinthal and March (1993)

stresses the role of firm’s learning capability as instrument of organizational

intelligence which is ultimately linked to the strategic advantage. In the

alliances context, the learning phenomenon interferes in various ways,

explaining different dimensions of the alliance management process, each

being equally critical to the understanding of the phenomenon.
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First, scholars have focused on learning which implies accessing or acquiring

complementary information, resources, skills or capabilities from the partner

(e.g. in Hamel, 1991; Khanna et al., 1998). It involves a certain degree of

tension, since it becomes difficult to strike a balance between cooperation

and competition (Inkpen, 2000). Fiol and Lyles (1985) mention the risk of

partner “exploitation” through the “race to learn”, which will hamper the

sharing of information, and, subsequently, the learning process. Kale, Singh

and Perlmutter (2000) introduce the concept of relational capital as “the level

of mutual trust, respect, and friendship that arises out of close interaction at

the individual level between alliance partners” and found that it shares a

significant and positive relationship with the degree of learning achieved and

protection of proprietary assets, striking a balance between these two

contradictory objectives.

A second stream of research deals with learning how to manage the

collaboration process with a specific partner as their relationship evolves (in

Doz, 1996). It includes learning about partner’s organizational culture,

intended and emerged goals, effective communication mechanisms, etc.,

usually in a dyadic setting. Through a longitudinal case study, Doz (1996, p.

55) concludes that successful alliance projects are “highly evolutionary” and

go “through a sequence of interactive cycles of learning, reevaluation and

readjustment”. Therefore, a better understanding of the collective learning

process will lead to a better understanding of pitfalls in alliances and increase

the odds of success in the future. Zollo et al. (2002) found empirical support

for the relationship between partner specific experience and alliance

performance in the context of biotechnology alliances. The above-mentioned

two types of learning refer to the inter-firm learning (Kumar & Nti, 1998;

Inkpen, 1998a).

Third, the attention of researchers has been directed towards the intra-firm

learning, stressing the need to internalize specific alliance-related knowledge
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(Simonin, 1997). Understanding how to manage alliances to achieve desired

goals is one of the forms of learning deriving from alliances (Doz, 1996). Intra-

firm learning underscores the advantages of leveraging prior experience by

transferring it to others within the firm and integrating it into organizational

processes (Doz & Hamel, 1998). Anand and Khanna (2000) address the

issue of “learning how to learn to manage alliances” across one individual

firm’s alliances portfolio. This type of learning has been referred to contribute

to the firm alliance capability development (Kale & Singh, 1999; Heimeriks,

2005). This study focuses primarily on the role of the last type of learning in

alliances management. The role of absorptive capacity as firm’s ability to

learn from external environment, including alliance partners is also taken into

account. Figure 2 illustrates the three types of learning in alliances.

Figure 2 Types of learning in alliances

Cohen and Levinthal (1990) develop the idea that “learning to learn” at the

firm level is a complex function of the individual-level phenomenon. It

depends on mechanisms deployed by the firm for exploiting individual

experience, for acquiring knowledge outside the firm’s boundaries and for

disseminating the expertise within the firm. Such mechanisms create the

basis of a firm alliance capability.
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2.2.4 Dynamic Capabilities

The dynamic capabilities theoretical framework studies the sources of wealth

creation capture by organizations operating in environments characterized by

rapid technological change. Firm competitive advantage is considered to

derive from distinctive processes, shaped by the firm specific assets positions

and the paths it has embraced or inherited (Helfat, 2007). Teece, Pisano and

Shuen (1992) point out that the accumulation of capabilities is driven by

organizational learning and shaped by complementary assets and industry

opportunities besides the path dependencies. Same authors (1997, p. 516)

define the concept of “dynamic capability” as “the firm’s ability to integrate,

build, and reconfigure internal and external competencies to address rapidly

changing environments”. The approach emphasizes the development of

management capabilities, and hard-to-copy combinations of organizational,

functional, and technological skills, and it builds upon the research in areas

such as innovation management, products and process development,

technology transfer, intellectual property and organizational learning among

others (Teece et al., 1997).

Thus, dynamic capabilities framework can be considered as an integrative

approach to the previously presented frameworks, by contributing to the

understanding of the new sources of firm competitive advantages in the

modern economy (Heimeriks, 2005). In their work, Eisenhardt and Martin

(2000) argue that dynamic capabilities are “a set of specific and identifiable

processes”, which although are specific to the firm in their details, and path

dependent in emergence, also encounter similarities among firms.  The

authors provide examples of dynamic capabilities such as product

development routines, alliance and acquisition capabilities, and knowledge

transfer, which have embedded knowledge creation routines or concentrate

on gaining new resources into the firm from the external sources. As a result,

these dynamic capabilities contribute to the reconfiguration of internal
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competencies and resources. Eisenhardt and Martin (2000) extended the

framework by pointing out that dynamic capability can create market change,

and that they can operate also in environments characterized by slower pace

of technological change.

In the dynamic capabilities framework, one of the most important questions is

how firms can build or acquire new capabilities. Dyer and Kale (2007)

describe alliance-based dynamic capabilities as a mode of acquiring new

complementary resources from other firms. They define the concept of

relational capability in this perspective as being a “type of dynamic capability

with the capacity to purposefully create, extend, or modify the firm’s resource

base, augmented to include the resources of its alliance partner” (p. 66).

Relational capability explains inter-firm alliance learning, which focuses on

accessing and internalizing of critical information from alliance partner (Kale

et al., 2000). Similarly, Zollo, Reuer and Singh (2002) introduce the concept

of inter-organizational routines in strategic alliances context, suggesting that

routinization of processes at the partnering-firm level influence the

performance of the cooperative agreement, in another words, improves

alliance performance.

Zollo and Winter (2002) develop the dynamic capabilities framework by

suggesting, that deliberate learning efforts to articulate and codify collective

knowledge play an important role in improving firm’s skills to perform complex

organizational tasks. The author’s definition of a “dynamic capability” is “a

learned and stable pattern of collective activity through which the organization

systematically generates and modifies its operating routines in pursuit of

improved effectiveness” (p. 340). They argue that dynamic capabilities are

cognitive processes concerned with articulation and codification of collective

knowledge. Dynamic capability can be exemplified by an organization which

develops from its initial experience with acquisitions, post-integration or

forming alliances a process to manage such activity in a systematic way
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(following Zollo & Winter, 2002). Therefore, a company will be able to

increase the odds of alliance success by capitalizing on alliance experience

and putting efforts into systematical improvements of its alliance management

process.

Figure 3. Learning, dynamic capabilities, and operating routines
Source: adapted from Zollo & Winter, 2002; Helfat et al., 2007 and Kale & Singh, 2007

Figure 3 depicts the close linkages between organizational processes,

namely between learning, dynamic capabilities and organizational routines.

Dynamic capabilities derive from learning, and are dedicated to modifying

organizational routines in a systematic way. Learning mechanisms influence

operating routines directly or through the dynamic capabilities.

Dynamic capabilities are viewed as “higher-order capabilities that help a firm

extend, modify, or improve its ordinary or operational capabilities that are

relevant to managing any given task” (Helfat et al., 2007). In the alliances

context, firm’s abilities to manage different aspects of alliances represent

relevant operational skills (Gulati, 1999). In their work on alliance learning,

Kale and Singh (2007) argue that “alliance learning process seems like a

higher-order dynamic ability that helps a firm learn, accumulate, and leverage
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alliance know-how” (p. 995) in order to improve or modify operational alliance

capabilities and achieve higher alliance performance.

2.2.5 Summary of theoretical approaches and their contribution

Although each theory has a distinct approach when explaining the firm

success, these approaches are in many ways complementary and a full

understanding of firm-level, competitive advantage requires an appreciation

of all approaches (Teece et al., 1997). Therefore, most studies investigating

the antecedents of alliance success are built on a complex theoretical

framework (Heimeriks, 2005). By applying a combination of theories, a more

fine-grained and thorough analysis of alliance capability phenomenon can be

achieved.

All presented theories address the key issues in strategic management, that

of a link between the firm’s endowments (resources and organizational

processes) and its competitive advantage (Foss, 2005). In the light of

alliances research, RBV stresses the importance of alliance management

skills as hard to imitate non-transferable idiosyncratic organization-level

resources that can explain heterogeneity among firms in terms of alliance

portfolio performance (Dyer et al., 2001; Thomke & Kuemmerle, 2002).

Evolutionary Economics and DCV emphasize the dynamic and transformation

aspect of firm processes and routines, which have to be “fine-tuned” on a

continuous basis. In Evolutionary Economics framework, the need to

establish alliance management mechanisms and routines as means for

experience leveraging both at the firm level and among partner-firms can be

stressed. A dynamic capability is viewed as a firm’s ability to adjust and

modify its resources and processes (Makadok, 2001). Therefore, an alliance

capability can be considered a dynamic capability aimed at ameliorating

alliance management skills and competencies in a manner which will lead to
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coordinating the activity in a systematic way (Zollo & Winter, 2002). The KBV

underscores the importance of alliance related knowledge management

processes as main mechanisms for building alliance capability. Finally,

Organizational Learning is critical when investigating the phenomenon, since

it pinpoints the role of learning processes involved in the complex function of

transferring individual experience and expertise in alliance management into

organizational level know-how.

Despite being different, the theories are also interrelated and contribute in a

synergistic way to the alliance capability research (Larsson et al. 1998; Zollo

& Winter, 2002). The complementary and overlapping nature of different

theories also allow scholars to increase simultaneous application of the

theories and to develop more novel and accurate approaches to alliance

practices (Mahoney & Pandian, 1992).

2.3 Alliance capabilities development process

The literature on learning and knowledge management in alliances context is

characterized by an abundance of approaches and concepts. Lyles and

Gudergans (2006) explain five features related to learning in alliances,

namely knowledge characteristics, alliance management know-how, cognitive

and social dimensions and organizational settings (figure 4). Alliances are

often seen as vehicles for knowledge transfer across organizational

boundaries. Hence, special characteristics of knowledge, such as its

tacitness, complexity and ambiguity, affect the knowledge leveraging

processes both in intra- and inter-firm settings. A firm ability to manage

alliances effectively is a function of its alliance-related know-how, in other

words its alliance capabilities, the focal concept of this study.
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Figure 4. Alliance learning dimensions
Source: adapted from Lyles & Gudergans in the Handbook of Strategic Alliances, 2006

Cognitive dimension of learning process includes the concept of absorptive

capacity, as the ability of firm to “identify, assimilate, and exploit knowledge

from the environment” (Cohen & Levinthal, 1990). It comprises both potential

and realized aspects of absorptive capacity. Social dimension conceptually

refers to the central role of social or community orientation of knowledge.

“Socialization” and more recent concept of social capital, as consisting of

“active connections between people, trust, mutual understanding, and shared

values and behaviors” (Cohen & Prusak, 2001, p.4) enhance diffusion of

knowledge within organizations and across its boundaries (Nonaka, 1994).

According to Nahapiet and Ghoshal (1998), the cognitive dimension is

embedded in social capital along with the structural and relational

dimensions. However, the cognitive dimension in Nahapiet and Ghoshal work

refers mostly to shared codes, language and narratives and less to the

concept of absorptive capacity as presented in the figure 5. Naturally the

concepts are closely interlinked and to a certain degree are overlapping.
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The organizational setting of an alliance refers to the ownership and control

structures of an agreement, as well as to the internal coordination of alliance

management process. Kale, Dyer and Singh (2002) stress that centralized

coordination of alliances enhance firm’s ability to capitalize on its experience

and to build new capabilities. This aspect also incorporates the firm position

in a network of various partnerships, the central position bringing additional

benefits (Hargadon & Sutton, 1997).

In this study, the central focus is on the alliance capability phenomenon, the

learning mechanism deployed for its development and the implication for the

firm performance. The role of the organizational setting in the form of a

dedicated function for alliance learning coordination, as well as the impact of

absorptive capacity are also analyzed (the filled in shapes are of primary

interest).

Kale, Dyer and Singh (2002) define alliance capability as the mechanisms

and routines that are purposefully designed to accumulate, store, integrate

and diffuse relevant organizational knowledge about alliance management.

Alliance management is an ill-defined, complex process. The ability to

manage alliances effectively is asymmetrically distributed across

organizations (Dyer et al., 1998; Ireland, 2002). However, this uneven

capability endowment, when efficiently exploited, can be a valuable source of

competitive advantage.  As Anand and Khanna (2000, p. 296) state, “if the

ambiguities involved with managing alliances were perfectly specifiable, it is

unlikely that interfirm differences in the ability to create value through

alliances would persist”.  An alliance capability can be viewed as a rare,

valuable, imperfectly substitutable and difficult to imitate resource at the

company level, thus according to the RBV proponents it fulfills all the criteria a

resource needs in order to constitute a competitive advantage for a firm

(Barney, 1991).
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Anand and Khanna (2000) also point out that the existence of persistent firm-

specific differences in the ability to create value is the crucial factor to drive

value creation in alliances. The same authors study the effects of learning on

value creation in case of joint ventures and licensing agreements. The

research results suggest that the effects of learning are strongest for R&D

joint ventures and weaker for downstream alliances (such as production or

marketing). It can be explained by the fact that R&D joint ventures are

characterized by higher levels of ambiguity and uncertainty and thus imply

higher level of commitment and resource dedication, which in turn results in

stronger learning effects.

Draulans et al. (2003) studied the role of three alliance portfolio management

mechanisms: alliance training (to accumulate and diffuse knowledge about

alliances), the presence of an alliance specialist and alliance evaluation

method. The importance of each mechanism depends to a certain degree on

whether the firm is experienced or not in managing partnerships. For example

inexperienced organizations would benefit most from evaluating individual

alliances and organizing alliance training within the firm, while organizations

with a broader experience should evaluate alliances by comparing them to

each other and focus on the alliance portfolio as a whole. Kale et al. (2002)

also emphasize the role of tools, metrics and dedicated personnel as

common mechanism in alliance management context.

Duysters et al. (1999) suggest that the level of alliance capabilities is

determined by the complexity of the alliance portfolio. Thus, in the shift from

dual to multi-dimensional relationships, companies should focus on the

relational aspects of the partnerships as well as develop special management

tools and techniques, including human resource management skills. A firm’s

alliance knowledge can be embedded also in manuals, databases, diagnostic

tools and simulations which codify main lessons learnt from previous

experience. Such tools can aid in evaluating the performance of current



26

alliances and support future decisions regarding the selection of appropriate

partners (Hoang & Rothaermel, 2005).  Other suggested tools and

mechanism to enhance firm’s alliance capabilities are the use of best

practices, cultural trainings, partner programs, evaluation techniques, award

and recognition systems, and the use of external experts, etc. (Heimeriks,

2005). Table 2 presents prior research and conceptualization of alliance

capability phenomenon.



27

Author(s) Theoretical
framework

Concepts Conceptualization Methodology Results

Simonin,
1997

RBV, OL Collaborative
know-how

Concept dimensions:
collaborative management,
negotiation and partner
searching know-how,
knowledge and skills transfer,
existing skills

Survey of 151
large and
medium US
companies

Collaborative know-how has a positive
impact on tangible and intangible benefits.
Experience has no direct influence on
benefits

Callahan,
MacKenzie,
1999

OL,
managerial
perspective

Alliance
learning

Alliance manager plays two
roles: documenting his learning
achieved during alliance, and
teaching others based on his
individual learning

Conceptual
To learn from alliance to alliance the firm
must have an alliance learning process
which uses the output of an alliance to
improve alliance strategy, structure,
development processes and alliance review

Gulati, 1999 RBV, social
network
theory

Alliance
formation
capabilities

Built on experience, diversity
(alliance type and partner
nationality) and time period
since the last alliance

Longitudinal
multi-industry
data

Past experience with alliances was
significant, no significant results were
obtained from additional measures of
alliance capabilities

Duyesters,
Kok,
Vaandrager
1999

KBV Alliance
capabilities

The level of alliance skills and
functions determined by the
alliance portfolio complexity,
ranging from dual to
multidimensional relationships

Conceptual
New approach stresses the need for a
balanced attention to strategic (re-)
positioning, establishing adequate alliance
capabilities, building business communities
with partners and improved partner selection

Kale, Singh,
Perlmutter,
2000

TC, strategic
management

Relational
Capital

The level of mutual trust,
respect, and friendship that
arises out of close interaction at
the individual level between
alliance partners

Survey of 212
alliances of US
based firms

When firms build relational capital and are
able to effectively manage conflicts, they
can both learn know-how from partner and
protect their core assets.

Anand,
Khanna,
2000

DCV, OL Alliance
capabilities

Differences in the ability to
create alliance value resulting
from various alliance experience
suggest heterogeneity in
alliance capabilities endowment

Event study,
based on 2000
joint ventures
and licensing
agreements

Strong evidence of heterogeneity between
firms in managing alliance, hence
differences in alliance capabilities. Evidence
of large learning effects in managing joint
ventures (no such evidence for licensing
contracts)

Sivadas,
Dwyer,
2000

organizational
theory,
strategic
management

Cooperative
competency
in NPD

Consisting of trust,
communication, and
coordination, affected by
governance structure,
innovation type, institutional
support, administrative
mechanism and mutual
dependence

Survey 95
semiconductor
and  52 health
care firms

There is a strong positive association
between cooperative competency and new
product development success
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Kale, Dyer,
Singh, 2002

OL, DCV, EE Alliance
capabilities

Developed by a dedicated
alliance function, whose role is
capturing/ disseminating
alliance-related knowledge

Survey on 78
firms and their
1572 alliances

Firms with dedicated alliance function
realize greater success in alliances. Alliance
function is a more significant predictor of the
firm's overall alliance success than a firm's
alliance experience

Lambe,
Spekman,
Hunt, 2002

RBV, CBV Alliance
competence

An organizational ability for
finding, developing, and
managing alliances, composed
alliance experience, alliance
manager development
capability, and partner
identification propensity

Structural
equation
modeling on 145
alliances

Alliance competence has a positive direct
effect on alliance success and an indirect
impact through creation and acquisition of
resources

Ireland, Hitt,
Vaidyanath,
2002

TC, social
network
theory, RBV

Alliance
management
routines

Managerial logic that governs
alliance-related decision-making
processes throughout firm

Conceptual
Effective alliance management involves
determining alliance scope and selecting the
right partner, building social capital and
knowledge, and developing a trust-based
relationship between partners

Draulans,
deMan,
Volberda,
2003

KBV Alliance
competence

Ability to create successful
alliances, based on learning
about alliance management and
leveraging alliance knowledge
inside the company

Survey on 46
large companies

Alliance experience, specialized personnel
and training contribute to the success of
alliances. Management techniques choice
depends on whether or not the firm is
experienced in alliances

Hoang,
Rothaermel
2005

OL Alliance
management
capability

Learning to manage alliances
derive from general and partner-
specific experience

Analysis of R&D
alliances in
pharmaceutics

General alliance experience positively
affects joint project performance;
relationship exhibited diminishing marginal
returns. Partner-specific experience has no
significant effect

Heimeriks,
2005

CBV, DCV,
RBV

Alliance
capabilities

30 mechanisms grouped in
functions, tools, control
processes,  and external parties

Survey among
206 VPs and
alliance
managers world-
wide

Alliance experience and alliance capabilities
have a positive impact on alliance
performance. Alliance capabilities have
partly a mediating role

Rothaermel,
Deeds,
2006

DCV Alliance
management
capability

A firm's ability to effectively
manage multiple alliances,
measured as the maximum
number of alliances a firm is
able to manage productively in a
simultaneous manner

Analysis of 226
R&D alliances in
325
biotechnology
firms

Alliance type and alliance experience
moderate the relationship between a high-
technology venture's R&D alliances and new
product development. The relationship is
curvilinear

Kale, Singh,
2007

KBV, DC Alliance
capabilities

Enhanced through alliance
learning mechanisms,
consisting of knowledge
articulation, codification, sharing
and internalization

Survey of 175
US based firms

Alliance learning partly mediates the
relationship between alliance function and
alliance success
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Schilke,
2007 DC Alliance

capability

5 dimensions: inter-
organizational
coordination, alliance portfolio
coordination,
inter- organizational learning,
alliance  proactiveness  and
alliance adaptation

Structural
equation
modeling on
R&D alliances of
302 firms

Both alliance experience and alliance
structures have a positive impact on alliance
capability, which in turn influences positively
to alliance performance.

Kupke,
Lattemann,
2008

CBV, DC Alliance
capability

A dynamic capability consisting
of path dependencies,
processes and resources

Case study on
Deutsche Börse
over 1998-2007

An alliance capability has a capability life
cycle and path dependencies and is linked
to absorptive capacity of a firm.

Al-Laham,
Amburgey,
Bates, 2008

KBV, OL Alliance
capability

“a firm's ability to identify
potential partners, initiate
alliances and engage in ongoing
management, restructuring and
termination of these alliances”

Longitudinal
study on all US
biotech firms
over 1973-1999.

The speed of entering research alliances is
affected by prior experience of the focal firm,
but not by partner characteristics. Over time
firms develop capabilities that enable them
to enter into new alliances faster.

Schreiner,
Kale,
Corsten,
2009

strategic
manag.,
social
network
theory

Alliance
management
capability

“actual operational practices
and behaviors of people
involved in managing any given
alliance ”

Empirical on
IBM, Microsoft
and SAP and
239 partner
companies from
Switz. and
Germany

Firms may be able to exploit partner
complementarity between them and achieve
alliance goals if they have alliance
management skills.

Table 2. Prior research on alliance capabilities
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This study follows the approach of Kale and Singh (2007), who argue

that firms can build alliance capability and benefit from increased

alliance performance by implementing organizational processes that

enhance the accumulation and sharing of alliance management know-

how deriving from prior and on-going alliance experience.

2.3.1 “Learning to learn” in alliances

In the study dedicated to collaborative know-how, Simonin (1997) finds

empirical evidence that experience is only valuable if the lessons of this

experience (both positive and negative) are internalized by the firm and

drawn into specific know-how that can be used to guide future actions.

These findings stress the necessity to develop alliance related

knowledge within the company in order to be successful in managing

alliances. However, his study does not investigate the link between

individual and organizational experience, know-how and learning. Since

collaborative know-how is spread throughout the organization, the

challenge for many firms is to isolate, capture and disseminate such

knowledge. Therefore, it becomes increasingly important to study the

relationship between these concepts and analyze the learning

mechanisms deployed in alliance management at firm-level.

Anand and Khanna (2000) pose the question of how exactly firms learn

to manage alliances, or acquire an alliance capability. This issue,

according to Cohen and Levinthal (1990), can be analyzed in two

sequences, how individuals within firms learn, and, respectively, how

firm can internalize and institutionalize the learning of these individuals.

As explained by Cohen and Levinthal, individuals learn by being

repeatedly exposed to a wide range of alliance partners, and thus, have
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a broad repertoire of experiences. This facilitates the interpretation of

new unforeseen contingencies in their future alliance relationships.

Furthermore, the ability to learn form a particular alliance is most likely

to be improved by the trials of previous learning experience. Estes

(1970) connects this phenomenon of building knowledge to the learning

skills themselves, defining it “learning to learn”.  At the firm level,

“learning to learn” is a complex function of individual-level learning

(Cohen & Levinthal, 1990), based on how the firm manages outside

sources of knowledge, the mechanisms to exploit individual

experiences inside the organization, and the dissemination of expertise

within the firm (Anand & Khanna, 2000). Firms use rules, standard

practices and procedures to capitalize on individuals’ experience. In

turn this “routinization” enables converting collective experience into

improved performance (Levinthal & March, 1993).

Kale and Singh (1999) argue that firms can develop alliance capability

and achieve greater alliance success by “implementing organizational

processes that facilitate the accumulation and sharing of alliance

management know-how embedded in prior and on-going alliance

experience”. Although every alliance is unique, the processes of

alliance management share certain features, which can be

systematized and routinized (Draulans et al., 2003).  Setting up a

dedicated alliance function and/or appointing alliance managers have

been said to facilitate the coordination of alliance management

practices and contribute to the successful accomplishment of alliances

goals portfolio-wise. However, Heimeriks et al. (2008) bring empirical

evidence to the fact that “functional solutions” to alliance management

help firms to move from a low to a medium performing portfolio rather

than helping them to excel in this activity. Moreover, firms found to

have high performance alliance portfolios (with success rate exceeding
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60%), are to a greater extend implementing codified best practices

across the firm, which are deemed to stimulate intra-organizational

learning. Thus, mechanisms concentrated on enhancing learning

processes within the organization have the decisive role in helping

firms excel in their alliance portfolio management, whereas structural

and functional aspects have a lesser impact in this respect.

In the light of the dynamic capabilities framework, alliance capabilities

can emerge from the “co-evolution of tacit experience accumulation

process with explicit knowledge articulation and codification activities”

(Zollo & Winter, 2002). It implies that what really matters is not the

impact of one separate capability-building mechanism, but the way their

interaction affects firm’s ability to improve the existing mechanisms and

routines for alliance portfolio management. Zollo and Winter (2002)

point out that the most appropriate mix of learning mechanisms

depends on a number of contingencies, and that some companies

choose to focus mostly on the absorption of experiential wisdom or to

heavily invest in deliberate learning activities, such as knowledge

codification. For example, Hewlett Packard and Corning have been

both successful on the arena of strategic alliances, although the logic

behind the alliance capability management development differs.

Corning relies on experience-based learning and apprenticeship

system, and tried to avoid the codification of its alliance practices. On

the other hand, Hewlett Packard puts efforts into developing a large

variety of collective learning mechanisms and transferring of best

practices related to alliance management. Zollo and Winter (2002)

suggest three broad categories of contingency factors which influence

the degree of cognitive efforts needed in order to yield greater learning

experience, namely environmental conditions, organizational features

and the task features. While analyzing task features, the event
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frequency, in other words, how often the event is triggered and

executed, plays a role in establishing learning mechanisms. Since

alliances occur at relatively low frequency, Zollo and Winter (2002)

argue that explicit articulation and codification mechanism will exhibit

stronger effectiveness, as compared with tacit accumulation of past

experiences. The authors conclude that the costs of engaging into

intensive deliberating learning mechanisms, as well as contingencies

should be analyzed in order to develop the most appropriate mix of

learning mechanism within a company.

A more recent study by Kale and Singh (2007) is centered on the intra-

firm alliance learning process as the main mechanism for building

alliance capability. The authors find empirical support to the fact that an

alliance learning process that involves articulation, codification, sharing

and internalization of alliance management know-how is positively

related to firm’s overall alliance success (figure 5). Hoffmann (2005)

analyzes multi-alliances management practices in leading European

companies and argues that establishing an alliance management

system organization-wise improves its (multi-)alliance management

capability. The alliance management system at the level of studies

companies consists of tools to create, storage, transfer and apply

alliance management knowledge which correspond in essence to the

alliance learning process described by Kale and Singh.
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Figure 5. Alliance learning process
Source: Kale and Singh (2007)

Knowledge Articulation

To begin with, alliance management know-how would usually

accumulate at individual level, residing in persons directly involved in

managing alliances. Thus, knowledge will be to a great extent tacit and

personal in nature. However, efforts to articulate knowledge or, in other

words, to convert this knowledge into organizational-level know-how

are crucial (Nonaka, 1994; Senge, 1990; Zollo & Winter, 2002). In

alliance context, knowledge articulation can include activities, such as

creating a database with firm’s entire alliance history in the past, formal

and informal debriefings of alliance managers, which will enable

extraction of valuable lessons from previous experience, and will in turn

contribute to more effective action and decision-making in future

alliances (Zollo & Singh, 1999).

Knowledge Codification

As second organizational process, the authors point out knowledge

codification. This builds on articulation by abstracting and analyzing

articulated knowledge and transforming it to a form that can be utilized

to carry out specific actions during alliance management process.
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Practically, usable guidelines, manuals and checklists can be

developed.

Knowledge Sharing

In order to disseminate the alliance-related know-how throughout the

organization, knowledge sharing tools should be deployed. Thus,

individually held knowledge, both tacit and explicit will reach relevant

parts within organization (Nonaka, 1994; Christensen, 2005; Cabrera,

2005). Forums, conferences, seminars and informal meetings are

organized with this purpose. Individual managers ultimately need to

assimilate alliance know-how in the form of personal heuristics or to

internalize the knowledge.

Knowledge Internalization

Knowledge internalization as defined by Nonaka (1994) is the process

of facilitating the absorption of organizationally held knowledge into

individually held, explicit and tacit knowledge. “In house” and external

trainings, coaching and other methods will enhance knowledge

internalization. These mechanisms will in turn lead to better decision

making and success in the alliance context (Kale & Singh, 1999).

By conceptualizing the alliance learning process and testing its

importance, Kale and Singh (2007) open the “black box” between

alliance function and overall alliance success in firms. Previous

research has mainly focused on the structural aspects of  alliance

capabilities, explaining the role of an alliance function (Reuer, 1999;

Kale et al., 2002, Draulans, 2003). Kale and Singh (2007) take the

research a step forward by investigating the organizational processes

that account for alliance capability development. The authors turn to the

strategy literature that highlights the importance of learning and
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knowledge accumulation processes within firms to explain firm

capabilities, thus building on the KBV (Kogut & Zander, 1992; Nonaka,

1994; Grant, 1996), organizational learning (Huber, 1991) and dynamic

capabilities  (Teece 1997; Zollo & Winter 2002; Eisenhardt & Martin

2002).  This study is centered on Kale and Singh approach to the

alliance capability development by focusing on the alliance learning

mechanisms deployed in a firm and its implication to the overall

performance. In addition, it brings new empirical support for theory

validation.

H1a: Alliance learning consists of four dimensions: knowledge articulation,

codification, sharing and internalization.

H1b: Alliance learning has a positive impact on the alliance portfolio success.
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3 ALLIANCE SUCCESS DETERMINANTS

3.1 Alliance success

The fact that alliances are hybrid structures makes the assessment of

alliance performance difficult (Olk, 2006). Hence, different approaches

to define and evaluate alliance performance emerged in research.

Generally, an alliance is thought to be successful if it live up to

expectations and the set objectives are achieved (Hamel, 1991;

Parkhe, 1993; Zollo et al., 2002). In terms of measurement, various

financial, operational and organizational effectiveness performance

indicators have been used (Heimeriks, 2005).

With respect to the level of analysis used, most research has

concentrated on investigating the success of an individual alliance or

the partner benefits from alliance, in a dyadic setting (Hoffman, 2005).

At the individual alliance level of analysis, longevity of an alliance, stock

market reaction to its announcement, financial outcomes and other

alliance outcomes such as new joint products development, product

innovativeness have been used as proxies for an alliance performance

(for a review see Olk, 2006). At the dyad unit of analysis the interests of

both partners and relational measures revealing the social nature of

alliances have been used. For example, Lane and Lubatkin (1998)

speak about relational rents and Kale et al. (2000) mention relational

capital as alliance performance outcomes.

However, as the interest towards the knowledge transfer and learning

processes within the firm increased, the unit of analysis shifted from

individual alliance to the firm’s alliance portfolio, defined as a

company’s collection of immediate alliance partners (Lavie, 2008) and,
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consequently to the issue of multi-alliance management (Hoffmann,

2005).  Gulati et al. (1998) points out the necessity to implement

additional alliance management tools when the size and complexity of

alliance portfolio increases. He also suggests that one should consider

alliances as a portfolio rather than separate activities while analyzing

alliance capabilities development. Indeed, a firm’s alliance capability by

nature is not restricted to one alliance but refers to a firm level ability to

manage efficiently its alliances overall (Anand and Vassolo, 2002).

According to Heimeriks and Duysters (2004) alliance portfolio is

considered to be a reliable and appropriate unit of analysis in the

context of alliance management skills study, since it reflects the

average impact of a firm’s alliance capability on its alliances

performance and it allows to answer the question of whether

heterogeneity in alliance performance among companies can be

explained by firm-level alliance management processes.

Hoffman (2005) argues that the success of an alliance portfolio might

not equal the sum of individual alliances success or failure. Especially

in the field of biotech or internet, the main concern of a firm is not

whether a particular alliance was successful, but rather whether the

focal company, using all its alliances in a specific area, was able to

achieve the desired strategic goal, such as realizing a breakthrough

R&D innovation or developing a new market.  Consequently, a firm

should monitor and systematically evaluate the development of its

entire alliance portfolio and ensure it stays aligned with corporate or

business level strategy.
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3.2 The role of alliance experience in alliance success

Research suggests that previous alliance experience is the most

important antecedent of alliance success (Fiol & Lyles, 1985; Child &

Yan, 1999; Anand & Khanna, 2000, Kale, Singh & Perlmutter, 2002).

An organization may expect that the more experience it has in a

particular activity, such as partnering or managing alliances, the more

likely it is that it would be able to repeat the action in a similar way and

that it would be successful (Winter, 1987). The main explanation of this

relationship resides in the learning effects that are the key explanatory

variable underlying the experience curve (Dutton & Thomas, 1984).

Firms engaging repeatedly in activities, draw inferences from their

experience, store and later can retrieve the inferred learning for future

activities (Levitt & March, 1988). Subsequently, the learning effects

enable firms to develop their abilities to manage alliances (Kale et al.,

2002).

Overall, empirical studies find a positive relationship between alliance

experience and performance. Most reasons cited to account for this

relationship are following. Experience helps firms to better understand

the critical issues and processes concerning alliance management

(Heimeriks, 2005). Broader experience is linked with firms’ abilities to

manage various aspects of alliances, such as to more effectively select

alliance partners, manage alliance conflicts, etc (Mohr & Spekman,

1994; Simonin, 1997).  Shared experience contributes to the

development of “common perspectives” (Nonaka, 1994), improving firm

ability to assimilate new knowledge more effectively (Grant, 1996) and

strengthens firm’s absorptive capacity (Cohen & Levinthal, 1990).

Hence, alliance experience has been generally used as a proxy for
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alliance capabilities in empirical studies (Anand & Khanna, 2000; Kale

et al., 2002; Rothaermel & Deeds, 2006).

According to Zollo and Singh (1998) alliance-related knowledge can

derive from firm’s own experience (experiential learning) or from similar

experience of other organizations (vicarious learning). The authors

argue that, although vicarious learning is important, given the

complexity of managing an alliance, the knowledge at the basis of

alliance capability has to be built primarily through direct experience.

In the organizational learning theory perspective, Cohen and Levinthal

(1990) emphasize the possibility of path dependence in learning to

learn. Firms that have learnt to learn will continue to do so at an

increasing rate, while those that have never invested in learning from

different experiences will not find it optimal to do so. Thus, the role of

experience in managing alliances is crucial for alliance performance.

The phenomenon of path dependence stresses that “history matters”,

thus firm’s current position will be shaped by the paths it has embraced

(Teece et al., 1997). Same logic pertains to firm’s alliance portfolio

performance, with firm’s current management capabilities being built on

previous experience.  Hoang and Rothaermel (2005) discern between

general alliance experience, obtained through allying with diverse

partners and partner-specific experience, resulted from repeatedly

allying with one partner, which would enhance dyad-specific learning.

Empirical research conducted on a set of pharmaceutical firms and

their biotechnology partners supports the hypothesis that the former

type of experience affects positively joint projects performance.  The

relationship follows diminishing returns pattern. No evidence could be

found for the partner specific experience effect, which can lead to the

conclusion that alliance experience accumulated across a portfolio of
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diverse partners might be more valuable in terms of building alliance

management skills.

In his paper on collaborative know-how, Simonin (1997) points out the

importance of collaborative experience, concept which embodies firm’s

previous experiences in inter-firm collaboration. The key point is that

firm’s propensity to translate this experience into competitive advantage

is strongly related to the firm’s capacity to internalize and routinize

lessons derived from a wide range of organizational and individual

experiences (Nelson & Winter, 1982; Nonaka, 1994; Simonin, 1997).

Furthermore, this conclusion is supported by Anand and Khanna

(2000), who investigated the effect of experience on inter-firm alliance

management. They find the evidence of significant learning effects as

alliance experience accumulates, especially in the case of R&D and

production joint ventures, which are characterized by greater

contractual ambiguity and complexity of contingencies, since

knowledge transfers are susceptible to appropriability and hold-up

conflicts between partners in this type of arrangements as compared to

licenses. Although the results suggest differences among firms in terms

of alliance capabilities, this study lacks the explanation for the

underlying learning effects or the organizational determinant of such

capabilities. The authors suggest the need of a more thorough analysis

of firms’ alliance management processes.  Heimeriks (2005) took this

research further by focusing on the internal process through which a

firm can share and institutionalize experience, and experience

contribution to the development of an alliance capability. He finds that

prior alliance experience has a positive impact on alliance success and

alliance capabilities act as a mediator in this relationship. These results

suggest that intra-firm knowledge sharing in many instances is

essential to make optimal use of prior experience. The organizational
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internal alliance know-how management processes will be analyzed in

more detail in the next two subchapters.

H2a: Firm’s alliance experience has a positive impact on the alliance portfolio

success

3.3 The role of alliance function in alliance success

Dyer, Kale and Singh (2002) studied the role of organization’s alliance

capabilities and found that firms with a dedicated alliance function

(strategically coordinated alliance activity, including alliance-related

knowledge capturing/dissemination) perform significantly better than

those without such function. They enjoy a greater alliance success as

measured by both greater stock market return following alliance

announcements and managerial assessments of alliance performance.

A dedicated alliance function should be an efficient central mechanism

which coordinates and improves firm’s ability to manage alliances in

order to have a significant effect on alliance performance. In an earlier

study, Kale and Singh (1999) refer to this function as a “co-ordinative

capacity”. From the knowledge-based view of the firm perspective, a

dedicated alliance function and established mechanisms for knowledge

assimilation, transfer and dissemination would also increase firm’s tacit

knowledge with regard to alliance management and will contribute to

tacit knowledge sharing through training programs and by creating

internal networks of alliance managers (Dyer et al., 2002). Draulans et

al. (2003) bring empirical evidence to the fact that paying attention to

alliance management by investing in alliance training, alliance

specialists and alliance evaluation raises alliance success rates.

Therefore, according to previous research, having formalized

processes for alliance-related know-how coordination should pay off.
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Table 3 presents a review of alliance-management function processes

and benefits.

Table 3. Benefits deriving from a dedicated alliance function
Alliance Function
Processes/Benefits

Explanation Corporate  practices

Improving
knowledge
management

Alliance-related knowledge tends to
be diffused and fragmented in the
organization, making the learning
process more difficult. Alliance
function acts as a repository of know-
how on different stages of alliance
management process

Detailed print and
online manuals and
templates

Increase firm’s
tacit knowledge

Individuals assigned to work in this
function develop significant firsthand
experience with regard to each facet
of an alliance.

Training programs,
supporting internal
networks through
summits and meetings

Focus on alliance
managers
“schooling”

If people are dedicated to the
alliance function, they will be sent to
specialized alliance management
courses, developing external
networks as well.

External trainings and
courses

Providing internal
coordination

Develops processes that can be
used for communication within the
firm and with external partners, to
avoid misunderstanding and
miscommunication due to big
differences among partners in terms
of organizational structure and
culture

Communication tools,
conflict resolution
mechanisms, corporate
data bases,
newsletters.

Legitimacy for
internal resource
coordination

Alliance function has the legitimacy
to access and coordinate resources
across different functions and
divisions.

Facilitating
accountability

Clarifying accountability, as the
partners network increases and the
ambiguity of authority rises.

Maintaining
external visibility

Serves as a highly visible initial point
of contact for firms seeking
relationships with the company.
Enhances company reputation

Making public new
alliances and
successful events in
ongoing deals

Performance
metrics

Develops formal metrics for
systematical evaluation of alliance
performance.

Extensive performance
scorecards

Source: adapted from Kale et al. (2002) and Dyer & Kale (2007)
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The integration of alliance function in the corporate strategy is crucial

as well. Ireland et al. (2002) argue that, at a minimum, alliance

managers should involve firm management in decisions concerning an

alliance, in order to have clarity of directions needed and to get

appropriate support for the alliance. Moreover, given the complexity of

a portfolio of alliances, which can be sometimes conflicting, there is a

need to design alliance policies focused on the performance of the

overall corporation, in order to appropriately manage interdependencies

and interests involved in the wide range of relationships (Duysters,

1999). Hoffmann (2005) stresses the role of a dedicated alliance

function in creating alliance policies and alliance portfolio strategy.

Portfolio strategy at the business level might differ from the strategy at

the corporate level, thus the essential role of portfolio management is to

coordinate the implementation of portfolio strategy at both levels.

Moreover, portfolio coordination should be focused on utilizing

synergies among alliances. The synergies can be used by employing

mechanisms such as transferring information and resources from an

alliance to another and by mutual specialization between alliances

(Hoffmann, 2005).

Although it is generally accepted that increased formalization and a

dedicated alliance function will improve the alliance management

process, a certain degree of flexibility is considered to be beneficial.

Due to uncertainty inherent in alliances, Mody (1993) argues that the

design of such functions may intentionally prefer flexibility, as it may

allow greater learning and might result in better progress in terms of

alliance management competences. An illustrative example of

successful organization in alliance portfolio management is Cisco

Corporation. One of its key success factors is the ability to maintain a

balance between centralization and decentralization in company’s



45

alliance function. Specific activities such as new partner selection,

global governance, technology development are centralized, whereas

customer-related aspects, such as sales and marketing are

decentralized, which ensures customers that Cisco is involved in the

deal. Furthermore, Zollo and Winter (2002) point out that the learning

investments raise the issue of opportunity costs. Managerial resources

are scarce and attention has to be paid to the balance between explicit

learning activities and execution activities, between thinking and doing

in day-to-day operations (March, 1991).

H2b: A dedicated alliance function has a positive impact on the alliance

portfolio success

3.4 The role of absorptive capacity in alliance success

Extant research highlighted the role of absorptive capacity in the

alliance management and organizational learning setting. Absorptive

capacity has a critical role in facilitating external learning of  a firm, as

capability to identify, exploit and assimilate knowledge from the

environment (Cohen & Levinthal, 1990; Alegre & Chiva, 2008). Thus,

absorptive capacity is directly related to inter-organizational learning.

Companies need to be able to absorb knowledge and technological

skills in order to be capable to jointly develop innovations with their

partners. Several studies applied the concept of absorptive capacity to

alliances and dyads (Lane & Lubatkin, 1998; Mowery et al., 1996). Kim

(1998) deduces that absorptive capacity consists of two major

elements: prior knowledge base and intensity of effort, representing the

effort organizational members put into solving problems and

internalizing knowledge from external environment. An empirical study

on the technological transformation at Hyundai brings evidence to the
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fact that effective organizational learning requires high absorptive

capacity (Kim, 1998). Furthermore, in a study on successful technology

partnerships, Duysters et al. (1999) argue that, especially in the case of

complex alliance portfolios, where relationships among partners are

multi-dimensional and partners are involved in joint development of

technologies, absorptive capacity is one of the crucial determinants for

effective alliance management.  Kale et al. (2000) also point out

absorptive capacity should be included in the model of alliance success

determinants.

In the context of R&D cross-border alliances, Kim and Inkpen (2005)

develop a model of technology learning by integrating technological

capabilities, alliance knowledge and absorptive capacity, differentiated

between absolute and relative components, in the same framework.

Moreover, absolute absorptive capacity is defined as firm-specific

technological strength and overall alliance experience. Results show

that learning is higher for firms with broader alliance experience.

Sivadas and Dwyer (2000) describe the concept of cooperative

competence as being similar to absorptive capacity and relational

capability concepts and that more work should be done to delineate the

boundaries between the terms.

Both alliance capacity and absorptive capacity are functions of

organizational learning. However, whereas alliance capability

comprises intra-firm learning mechanisms and deals with internal

knowledge management processes, absorptive capacity is embedded

in inter-organizational learning, facilitating acquisition of critical

knowledge from external environment. According to Lane and Lubatkin

(1998), absorptive capacity is best measured at the dyadic unit of

analysis and it takes into account relative similarities between partners
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knowledge. Yet, various approaches emerge from the body of

literature. For instance, Kim and Inkpen (2005) conceptualize alliance

experience as a component of absorptive capacity; while Kupke and

Lattemann (2008) describe alliance capability as a broader concept

which has as sub-dimensions absorptive capacity and alliance

experience.

To conclude, the nature of the relationship between the two concepts is

not clear and it represents a promising topic for future endeavors. Lyles

and Gudergans (2006, p. 246) also argue that despite much has been

published on absorptive capacity in the context of alliance

management; there is still much work of conceptual and empirical

nature to be done. The authors suggest future research in the alliance

learning area should also focus on the “intricacies of absorptive

capacity within the context of knowledge acquisition and access to

explain more comprehensively the role of absorptive capacity in

facilitating learning in alliances”.  The present study has as an objective

to investigate the role of ACAP in alliance learning setting. Moreover,

the concepts of alliance capability and absorptive capacity are

considered separate constructs which facilitate organizational learning

on internal and respectively external dimensions.

H2c: A firm absorptive capacity has a positive impact on the alliance portfolio

success

3.5 Conceptual model of alliance success formation

The conceptual model depicting the impact of alliance experience,

alliance function, absorptive capacity, and alliance learning on the

alliance portfolio success are presented in figure 6.
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Experience is valuable if the firm can learn important lessons of this

experience and consequently internalize them and build specific

knowledge that can be used to guide future actions. Thus, having

alliance management skills is critical for capitalizing on alliance

experience (Simonin, 1997).

H3a: Alliance learning process mediates the relationship between alliance

experience and alliance portfolio success

A dedicated alliance function, as a central mechanism which

coordinates and improves alliance know-how within the organization is

an important factor to enhance the success odds. However, its impact

materializes through the efficiency of the developed and established

learning processes and routines (Dyer et al., 2001; Kale et al., 2002).

H3b: Alliance learning process mediates the relationship between a dedicated

alliance function and alliance portfolio success

The ability to acquire externally sourced knowledge and integrate it into

firm’s capability, in other words absorptive capacity (Nicholls-Nixon,

1993) will contribute to the achievement of alliance goals. Thus, firms

can fully capitalize on their alliances experience only in case they are

able to acquire, assimilate, transform and exploit the new “substance”

knowledge (Zahra & George, 2002) gained from alliance partners.

George et al. (2001) also propose that absorptive capacity mediates

the relationship between alliance portfolio characteristics (such as

structures and knowledge flows) and firm performance. Therefore,

absorptive capacity along alliance capability should account for the



49

relationship between firm previous experience with alliances and

alliance portfolio success.

H3c: Absorptive capacity mediates the relationship between alliance

experience and alliance portfolio success

Figure 6. The conceptual model of alliance success formation

3.6 Impact of alliances on firm performance

In a review of the effects of alliances on innovation, deMan and

Duysters (2005) point out that, previous research has focused on two

categories of success measures. First includes “technology position” of

the firm, measured by number of patents, R&D investments, licenses

and other indicators of innovation output (Hagedoorn & Schakenraad,

1994; Dyer, 1996; Kim & Inkpen, 2005; Rothaermel & Deeds, 2006).

The latter group comprises economic performance indicators, both

financial and market related, such as higher share prices, ROI, growth,

etc (Anand & Khanna, 2000; Kale et al., 2002). The impact of
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collaboration on firm’s success in terms of both technology and

economic performance increases when the company is better equipped

with alliance management tools (Powell et al., 1996; Anand & Khanna,

2000; Takeishi, 2001; Kale et al., 2002). Moreover, the impact on

performance is stronger when firms are engaged in intensive forms of

collaboration (Hagedoorn & Schakenraad, 1994; Dyer, 1996; Anand &

Khanna, 2000).

There is no unique approach of how to gauge strategic alliances

performance (Olk, 2006). An alliance scoring high on one of the

performance measure might not score that well on other measures

(Gomes-Casseres, 1996). In part, this is due to the need of measuring

sometimes competing goals, such as estimating past performance

while assessing future potential (Meyer, 2002). Nevertheless, other

studies find positive correlations among different measures (Kale et al.,

2002; Draulans et al., 2003).

3.6.1 Impact of alliances on firm’s innovation performance

Alliances can enhance firm’s innovation for several reasons.  Teaming

up with competent partners may lead to integration of complementary

knowledge and diminish the risk of large research projects, which will in

turn stimulate innovation (Powel et al., 1996; McEvily & Chakravarthy,

2002; de Man & Duysters, 2005). In case of alliances, companies may

target very specific knowledge, allowing them to do so-called “cherry

picking”, which can result in new products and processes. Another

reason lies in the “radar function” of alliances (de Man & Duysters,

2003). Being engaged in a number of alliances allows firms to scan the

environment for promising technologies and innovations at lower cost.

Hagedoorn and Schakenraad (1994) describe strategic technology
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alliances as “cooperative agreements aimed at joint innovative efforts

or technology transfer” which would influence partners’ product-market

position, thus placing innovations at the heart of strategic alliances

focus. Therefore, the relationship between alliance portfolio success

and innovation at the firm level will be investigated.

H4a: There is a positive relationship between alliance portfolio success and

firm’s innovation performance

3.6.2 Impact of alliances on firm’s market performance

Firms engage in inter-firm partnerships and, in particular in alliances, in

order to acquire necessary resources to achieve competitive edge. In

an earlier study, Berg et al. (1982) point out that market power increase

is one of the important aspects of joint ventures leading to increased

profit margins. In the uncertain environment where rates of product

obsolescence are increasing, companies enter collaborative agreement

to secure rapid access to markets so that new products can be

marketed virtually simultaneously in several regions (Bruce et al.,

1995). Other potential benefits obtained from alliances are shortened

time to market, access to distribution channels, and customer

intelligence (Callahan & MacKenzie, 1999).

H4b: There is a positive relationship between alliance portfolio success and

firm’s market performance

3.6.3 Impact of alliances on firm’s financial performance

Hagedoorn and Schakenraad (1994) try to measure the effect of

strategic technology partnering on the economic performance of firms
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involved in such alliances. Firm’s profitability is used as a proxy for

economic performance. The results indicate that companies accessing

technology through their alliances and companies concentrating on

R&D cooperation have significantly higher rates of profit. Other studies

support the idea that alliances are an important driver for economic

value creation as well (Chan et al., 1997; Anand & Khanna, 2000).

Anand and Khanna (2000) conclude that firms which leant how to

manage interfirm alliance, gain economic value from abnormal stock

returns surrounding alliance announcements. Similar results on market

response to alliance announcement were produced by Kale, Dyer,

Singh (2002). According to Schifrin (2001) research findings, more than

80% of surveyed top-level managers consider alliances as a primary

growth vehicle. Heimeriks (2005) points put that approximately 40% of

interviewed alliance managers expect alliances to account for up to

50% of their company’s market in near future.

H4c: There is a positive relationship between alliance portfolio success and

firm’s financial performance
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4 RESEARCH METHODOLOGY

This chapter presents the research design of the current study and the

operationalization of main concepts.

4.1 Operationalization of key variables

Operationalization involves assigning specific measurement to

construct of interest. Constructs measurement aspects are especially

relevant to strategic management research given the focal phenomena

are usually complex or unobservable (Boyd et al., 2004). Most of the

measurement scales used in the study are predesigned, meaning they

have been formulated and tested by previous researchers. The

advantage of using available measurement scales is that it provides

improved validity and reduces the costs of project (Cooper & Schindler,

2000). However, the scales were adjusted to the needs of current

study. The independent variables for the model are alliance learning,

alliance function, alliance experience, and absorptive capacity. Next,

measurement aspects for each variable are discussed. The

questionnaire used for data collection is included in Appendix 2.

4.1.1 Alliance experience - measure

Although other aspects such as alliance intensity and timeframes might

be relevant when assessing the extent to which a firm is experienced in

managing alliances (Heimeriks & Duysters, 2007), number of alliance is

a simplified and clear proxy for alliance experience. For the purpose of

this study we included following definition of alliances in the

questionnaire, “collaborative relationships, wherein firms are aiming at

achieving commonly set goals” and we asked respondents to estimate
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the number of alliance (according to the definition provided) they have

formed over the last five years.  In previous research, Anand and

Khanna (2000), Draulans et al. (2003) and Schilke (2007) use the

number of previous agreements as a proxy for alliance experience.

Alliance experience has been measured over different time period

ranging from three-year period (Draulans et al., 2003) to a 10-year

period (Kale et al., 2002). However, a five-year period is considered to

be generally an appropriate average horizon because it reflects the

time in which alliance can contribute to the experience of firm (Schilke,

2007; Heimeriks & Duysters, 2007). Although some of previous studies

have used scales representing categories of alliance experience level,

we used an open question, because of difficulty to accurately estimate

the possible range of alliance experience of Finnish firms. Moreover, it

allows more flexibility in data analysis later on.

4.1.2 Alliance function – measure

In line with Kale et al. (2002), the existence of a dedicated team or

function for managing alliance-related activities was measured on a

dummy scale (1=function exists, 2=there is no such function).

Moreover, following Kale and Singh (2007), a separate 7-point Likert

scale was included in this study to assess the extent to which such

activity is coordinated by a dedicated team (1=strongly disagree,

7=strongly agree). Schilke (2007) also uses “alliance structure” variable

which measures the degree to which the firm has central support

structures dedicated primarily to the management of R&D alliances.
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4.1.3 Alliance capability - measures

Alliance capability is the focal concept of current study. We use the

measurement scale recently developed and tested by Kale and Singh

(2007), which reflects the firm-level learning processes as main

mechanisms for building an enhanced alliance capability. This

approach is also in line with Heimeriks and Duyesters (2007), who

argue that learning mechanisms represent a valid representation of a

firm’s alliance capability and that late research in strategic management

field aiming at investigating building blocks of firm level capabilities are

focusing on firm’s knowledge transfer capacity (such as Miller, 2003,

Minbaeva et al., 2003).

Zollo and Winter (2002, p. 340) also describe learning mechanisms as

consisting of two deliberate cognitive processes of knowledge

articulation and codification. Kale and Singh (2007) have a more

detailed approach, disentangling the learning process into four stages.

According to their empirical results, the 19-item alliance learning

variable is a second-order construct consisting of four first-order

factors, namely articulation (5 items), codification (4 items), sharing (6

items) and internalization (4 items) of alliance management know-how

stages (see figure 7). Respondents used is a 7-point Likert scale to

indicate their agreement/disagreement with the statement represented

by each item (1=strongly disagree, 7=strongly agree). Items number 4

and 15 were negatively worded.
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Figure 7. Operationalization of alliance learning process

4.1.4 Absorptive capacity - measure

Absorptive capacity refers to the external learning of a firm, defined as

the capability to exploit and assimilate knowledge from the environment

(Cohen & Levinthal, 1990). So far, no unanimously accepted scale to

measure ACAP (absorptive capacity) is available. Scholars have used

extensively measures such as R&D spending, R&D intensity and

number of firm’s patents as proxies for ACAP mostly due to availability

of such data. However, these metrics offer a rather limited view of firm

capacity to explore external knowledge. Therefore, a separate scale

was developed within “InnoSpring Janus” project and it was also used

for the purpose of this study. The scale is based on Zahra and George

(2002, p. 186) conceptualization of absorptive capacity as a “set of

organizational routines and processes by which firms acquire,

assimilate, transform, and exploit knowledge”. The 10-item scale for

ACAP is built on components suggested by Zahra and George (2002,
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p. 189) such as prior investment, speed and intensity of knowledge

acquisition; learning and interpretation of new information; exploiting

synergies between old and new information, recodification of

information and utilization of new knowledge in existing firm routines

(see Appendix 1).

4.1.5 Firm-level alliance success - measures

There are inherent difficulties in measuring alliance success due to

challenges in collecting rich data, but also due to the lack of a

consistent approach in the literature. Measuring alliance performance

exclusively with the help of traditional accounting and financial

measures such as sales growth or profitability is challenging, since it is

difficult to separate the impact of a particular alliance from overall firm

performance (possible only in case of joint ventures which are separate

legal entities). Moreover, this approach offers an incomplete picture of

alliance success, since other “soft” aspects related to the quality of

relationship between partners should be included. Consequently,

alliance performance has been evaluated using managerial

assessment of performance (Mohr and Spekman, 1994; Parkhe, 1993).

Generally, an alliance is said to be successful if it achieves the goals

set by partners at its formation phase. Therefore, the degree to which

such objectives were reached represents a valid reflection of success.

Following Heimeriks (2005), we used a scale measuring the

percentage of alliance wherein initial goals were met, in other words,

the alliances success rate. A 5-point Likert scale was applied with

following choices for alliances success rate: less than 20%, 20-40%,

40-60%, 60-80% and between 80-100%.
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Furthermore, since alliances generate both tangible and intangible

benefits (Simonin, 1997), a more complex measure for alliances

success is needed. We adapted a scale by Kale and Singh (2007)

which consists of 4 items (on a 7-point Likert) measuring the quality of

relationship between partners, alliances’ objectives realized,

improvement in competitive position of focal firm and learning critical

skills from partner (see Appendix 1). Similar measures of alliances

success were used by Simonin, 1997; Zollo et al., 2002; Draulans et

al., 2003 and Hoffmann, 2005. While original scale by Kale and Singh

(2007) was formulated for assessing success of each individual

alliance, we adapted it to overall alliance portfolio, given the unit of

analysis is the portfolio of relationships rather than separate alliances.

4.1.6 Other indicators of firm performance

One of the main reasons for an organization to engage in inter-firm

alliances is to gain competitive edge by increasing innovative output

and streamlining costs (Hagedoorn, 1993; Dyer & Singh, 1998;

Spekman et al., 1998; Kim & Inkpen, 2005). Therefore, we study the

impact of alliance success on firm market, innovation and financial

performance.

Market performance

Hagedoorn (1993, p.372) highlights the role of strategic alliances in

having an impact on the product-market position of at least one of the

partners in the long-term perspective.  In this study we assess market

performance by applying the comprehensive scale developed by

Delaney and Huselid (1996), which is a subjective assessment by firm

management of firm competitive position in terms of 5 aspects: growth

in sales, profitability, market share, market growth and marketing. A 7-
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point Likert scale is used (1=performed very badly, 7=performed very

well).

Innovation performance

The impact of alliances on “technology position” of the firm was

measured previously by firm’s number of patents, R&D investments,

licenses and other indicators of innovation output (Hagedoorn &

Schakenraad, 1994; Dyer, 1996; Kim & Inkpen, 2005; Rothaermel &

Deeds, 2006). However, a recent 8-item scale developed by Alegre and

Chiva (2008) for assessing innovation performance is a more complex

measure and allows evaluation of performance in comparison with firm

competitors. In this study we apply 7 items by Alegre and Chiva (2008),

dropping one item concerning market share evolution, since it is

already included in market performance assessment (see Appendix 1).

Again, a 7-point Likert scale is used (1=performed very badly,

7=performed very well).

Financial performance
Various economic performance indicators such as higher share prices,

ROI, ROE, and sales were used in previous research when assessing

firm financial performance (Anand & Khanna, 2000; Kale et al., 2002).

For the purpose of this study, we compiled financial information

(turnover, return on capital employed) on surveyed firms from Amadeus

database (http://www.bvdep.com/en/amadeus.html).

Since larger firms may have larger alliance portfolios and more

sophisticated tools for alliance management, we controlled for firm size

in the model using number of personnel and firm sales for year 2007.
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4.2 Data collection

The survey method was used in order to validate the model and test

proposed relationships between constructs. Most influential studies on

the role of alliance capabilities in alliance success are primarily using

survey as main data collection method (e.g. Heimeriks & Duyesters,

2007; Kale & Singh, 2007). Data was collected through a cross-

sectional survey, which offers a “snapshot” of the population of firms at

one time.

A self-administrated web-based structured questionnaire was chosen

as research instrument as it offers following advantages (Cooper &

Schindler, 2000):

Ø Allows contact to hardly accessible respondents (in our case

R&D managers or other personnel with key position)

Ø Cost efficient and rapid data collection

Ø Allows more anonymous data collection

Ø Web-based technology allows quick transfer of data to

appropriate format.

The pre-testing of the questionnaire took place in September 2008.

First, borrowed scales which were originally in English were translated

into Finnish since the survey was conducted among Finnish

companies. Moreover, the phrasing was adapted so that the content is

relevant and suitable for local firms. Next, two pre-testing options were

selected, informal reviews by fellow researchers and pre-testing by

respondents in the conditions similar to those in the final study (Cooper

& Schindler, 2000). Consequently, first-level pre-test was done by 5

researchers from TBRC Research Center, who commented on the

clarity and phrasing issues and suggested possible improvements to
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the survey instrument. After needed adjustments and changes were

done, 5 company representatives were asked to fill in the questionnaire

in order to  check meaningfulness of questions to respondent,

continuity and flow from one section to another as well as length and

timing of questionnaire (Cooper & Schindler, 2000). After the pre-

testing step, the instrument was improved and was ready to be used in

the large data collection process.

The survey data was collected in Finland in 2008-2009, using the key-

informant technique. The initial population comprised Finnish

companies engaged in R&D with at least 100 employees. The

Amadeus database was used as main source for identifying suitable

firms. Amadeus was chosen because it is a comprehensive database

of European public and private companies containing information on

financial performance, activities and ownership for up to 10 years. 1759

companies with more that 100 employees were selected.  Next, firms

were evaluated against main inclusion criteria – firm should be an

independent business organization making its own strategic decisions

(this excludes e.g. non-independent production facilities and sub-

branches with no independent strategy for R&D), and have on-going

R&D and innovation activity. As a result of selection process, 990 firms

were dropped out. The rest of 769 companies were contacted by phone

and invited to participate in the study. After several contact attempts,

570 R&D representatives were reached and 455 agreed to participate

(115 refused in the phone or when they received the questionnaire).

Main incentives for participation in the study were societal appeal, in

form of academic research results as well as individual benefit for the

firm, in form of report containing overall survey descriptive statistics

which will  be delivered to the firms in the end of  the project.  The web
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survey based on Webropol data collection program was opened in

October 2008 and closed in March 2009. Several rounds of reminders

were sent via email over this period and 213 responses were received

in the end, representing a satisfactory effective response rate of 37.4%

(213/570). However, due to time constraints only first 186 responses

were used in this study (the response rate being thus 32.7%).

General information such as turnover, number of employees and

financial indicators were compiled for each firm from Amadeus

database. Beside main blocks of items designed to measure key

concepts, additional questions such as the types of alliances firms are

engaged in, the percentage of alliances with foreign partners and the

share of strategic alliances in overall alliance portfolio were included in

section “Company Alliances” for descriptive purposes.
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5 ANALYSIS AND RESULTS

Following chapter describes the statistical analyses conducted with

SPSS software (Statistical Package for the Social Sciences) in order to

verify the hypotheses of the study. First, basic information on surveyed

firms’ alliance activity is presented. Next, the reliability for multi-item

scales such as alliance capability and firm performance are assessed.

Finally, the conceptual model is verified by means of Regression

Analysis and the mediating effects are explained.

5.1 Descriptive analysis

5.1.1 Company-related information and respondents

Table 3 provides information on distribution of companies in terms of

number of employees and sales revenues. The largest amount of

companies, namely 67, 1% have between 100 and 500 employees.

Furthermore, 15, 6 % have between 500 and 1000 employees and 17,

4% of the firms employ more than 1 000 employees. With respect to

sales revenues, 31, 5% of firms in our dataset generated sales below

30 000 euros in 2007, 33, 9% in the range 30 000 and 100 000 euros

and 34, 5% over 100 000 euros.

Table 4. Number of employees and sales
N %

Number of employees 2007
100-500 112 67,1
500-1 000 26 15,6
> 1 000 29 17,4
Total 167 100
Sales revenues (in
euro)2007
<30 000 53 31,5
30 000-100 000 57 33,9
>100 000 58 34,5
Total 168 100
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Figure 9. Respondents’ position in organization (N=186)

Vast majority of companies operate in R&D and technology intensive

secotors such as machinery and equipment manufacturing, chemicals
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and pharmaceuticals, ICT and engineering (figure 8). The distribution of

respondents in terms of organizational position is presented in figure 9.

Most of the respondents held positions such as development manager,

R&D director, CEO or other management position indicating their

seniority in the company in terms of R&D and innovation.

5.1.2. Alliance-related activity and management practices

The types of alliances Finnish firms are engaged in are presented in

figure 10. Non-equity agreements seem to be used to a larger extent

than equity ones. This is in line with Duysters et al. (1999) who claim

that the ratio of non-equity agreements in firms’ partnership portfolios

grew from 10% in 1970 to more than 85% in 1996. Especially, supply

and R&D non-equity alliances are crucial in order to cut costs, diminish

risks and reduce time-to-market (Tidd et al., 2005).
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3,42

3,11
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3,22

Supply

Marketing

R&D

Joint
production

Equity
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Figure 10. Types of alliances (1- not important, 7 – very important; N=157, N=164)

In terms of alliance experience, most firms seem to be involved in a

lower number of alliances. Of surveyed firms, 4, 8% were not involved
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in inter-firm alliances over last five years. Furthermore, 56, 3 % of firms

have had less than 10 alliances over last 5 years, 32, 3 % had between

10 and 30 alliances and only 6, 6% of surveyed companies had large

alliance portfolios comprising more than 30 alliances (figure 11). With

respect to international activity, less than 6% of firms’ alliances were

conducted with international partners.

4,8 %

56,3 %

32,3 %

6,6 %

0,0 %

10,0 %

20,0 %

30,0 %

40,0 %

50,0 %

60,0 %

none less than 10 10 to 30 more than 30

number of alliances over last 5 years

%
 o

f r
es

po
nd

en
ts

Figure 11. Number of alliances firms had over last 5 years (N=167)
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The share of strategic alliances in overall alliance portfolio is on

average 56, 4 %. Strategic alliances were defined as alliances having

an impact on long-term product/market position of firms.

In terms of formalized function and practices, 21% of surveyed firms

have a dedicated team or a function set up for alliance management.

Alliances portfolio – wise, the number of firms which have such a

function varies according to the number of alliances firms have (table

5). According to crosstabs results ( 2=7, 29; p=0,026; N=166), the

existence of a dedicated function is dependent on the alliance portfolio

size. Thus, the more alliances a firm has had, more likely it is that a

dedicated function/team would be established to manage firm’s

alliances.

Table 5. Firms with alliance function grouped by alliance portfolio size
dedicated function (number of firms)Portfolio size

no yes
% of firms

with
function

less than 10 alliances 79 14 15%
between 10-30 39 15 28%
more than 30 alliances 6 5 45%

The usage of alliance know-how management tools also increases with

the increase of alliance portfolio size (figure 13). Overall, informal

sharing is used to a large extent by all groups, and especially by firms

with small and medium portfolios. On the other hand, firms with large

alliance portfolios maintain databases, contact lists, records and

repositories containing alliance-related knowledge, develop checklists

and guidelines and use mentoring and trainings to a larger extent than

firms with less intensive alliance activity.
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Figure 13. Alliance management practices grouped by alliance portfolio size (1 –
practice not used, 7- used to a large extent)

Alliances success rate of Finnish firms is on average 54, 4%, which is

comparable to results of other international studies. For instance,

deMan (2005) reports that the success of alliances for American

companies is 53%, whereas for European firms the figure is 48%.

Moreover, if we consider firms with success rate lower than 40% “low

performing” firms and those with success rate higher than 60% - “high-

performing” (following Heimeriks and Duyesters, 2007), we can

conclude that only one third of surveyed firms manage their alliances

successfully.
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Figure 14. Alliances success rates (N=186)

5.2 Evaluation and descriptives of key concepts

5.2.1 Alliance capability – factor analysis

The focal concept of the study, alliance capability was measured on a

19-item scale developed by Kale and Singh (2007), which reflects how

alliance-related knowledge is leveraged within the firm. Building on

KBV theory of a firm, authors suggest that knowledge management

processes consist of four aspects: knowledge articulation, codification,

sharing and interaction. In order to analyze the underlying structure of

alliance learning construct in our set of data, an exploratory type of

factor analysis was conducted. Main purpose is to find out whether

same four dimensions could be identified. Moreover, by conducting

factor analysis, we can also compute summated scales to be used in

further analysis and achieve data reduction (Hair, 1998, p. 90).

All 19 selected variables for factor analysis are continuous,

interdependent but not related causally since they represent different
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practices employed simultaneously within firm. All variables are

approximately normally distributed (see Appendix 3). The ratio of

observation to number of variables is about 10 (186 cases, 19

variables), which is an acceptable ration according to Hair (1998, p.

99). There are significant correlations between variables, in most cases

exceeding 0.3 values. Kaiser’s measure of sampling adequacy (MSA)

exceeds 0.80, suggesting the appropriateness of factor analysis.

Principal Component was used as extraction method which generates

the minimum number of factors to account for maximum portion of the

original variables’ variance. Item 19 had a communality smaller than

0.50 and was excluded from analysis. According to latent root criterion,

four factors with eigenvalues greater than 1, which together explain

65% of variance, were retained in the analysis (Hair, 1998, p.102-103).

An orthogonally rotated solution was chosen in order make the

interpretation easier. An Equimax rotation method seemed to offer most

appropriate solution.

The communality of 18 remaining items exceeds 0.50, meaning that at

least half of variance of each variable is accounted for by factor solution

(Hair, 1998, p.113). Validation of presented loading solution was done

by conducting factor analysis with different extraction and rotation types

(Varimax and Oblique rotation with Direct Oblimin, letting factors

correlate to the highest extent). Similar pattern in loading on factors

were found, thus it can be concluded that solution is stable and

generalizable.
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Table 6. Equimax Rotated Loadings on Four Factors
Rotated loadings

Item Item label Factor 1 Factor 2 Factor 3 Factor 4 Communality

f1 alliance managers

debriefed

.816 ,747

f3 reporting on progress .812 ,792

f5 contact lists .551 ,585

f6 process to guide all

formation

.649
,674

f7 checklists, guidelines .514 ,601

f8 manuals .792 ,722

f9 updating manuals .650 ,674

f11 committees, task forces .483 ,522

f14 job rotation .632 ,593

f16 in-house trainings .749 ,756

f17 external trainings .740 ,701

f2 maintaining records .619 ,686

f4 repository, databases .804 ,665

f10 collective reviews .482 ,568

f12 meetings, seminars .544 ,547

f15* incentives for K sharing .435 ,571

f13 informal sharing .827 ,716

f18 mentoring .590 ,546

Eigenvalue 7,59 1,62 1,45 1,01

Cum. % 42,19 51,16 59,20 64,81

Cronbach alpha 0,759 0,904 0,676 0,547

* item f15 was dropped out to improve internal consistency of scale

By analyzing the pattern of each factor, following labels can be

assigned:
Ø Factor 2 –Knowledge Articulation (item 1,3 and 5)

Ø Factor 1 –Knowledge Codification (item 6,7,8,9,11,14,16,17)

Ø Factor 3 – Knowledge Sharing - formalized processes (item

2,4,10,12,15)

Ø Factor 4 –Knowledge Sharing - informal processes (item 13,18)
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Factor 4 comprises only 2 items; therefore it was decided to merge

factor 3 and 4 into one dimension reflecting knowledge sharing aspect.

As a result, alliance learning is a three-dimension concept, comprising

knowledge articulation, codification and sharing. Unlike in the alliance

learning scale by Kale and Singh (2007), knowledge internalization is

not a separate dimension; practices associated with knowledge

internalization load on the other three factors. However, according to

Zollo and Winter (2002), learning mechanisms are built on two main

dimensions: knowledge articulation and codification processes. Hence,

our three-factor solution is can be considered in line with both

approaches. This partly supports the hypothesis H1a.

On the basis on the three dimensions, summated scales were

computed. The reliability of scales was checked with Cronbach’s alpha

coefficient. The reliability of scale on Knowledge Sharing was improved

by excluding item 15. Although scale Knowledge Articulation could

have been improved by deleting item 5, it was decided to keep the

original scale in order to have a 3-item construct instead on a 2-item,

since the reliability of the original scale is at acceptable level. All values

are above the recommended 0.70 value for testing studies (Nunnally,

1978). Three new variables: “articulation”, “codification” and “sharing”

were created as average scores of items comprising three identified

dimensions. Finally, a second-order variable “alliance_learning” was

computed as average of variables “articulation”, “codification” and

“sharing” (table 7).
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Table 7. Summated scales for alliance learning
Final scale

Summated scale N of items Alpha Mean Std. dev.
Articulation 3 ,759 3,70 1,38
Codification 8 ,904 2,93 1,28
Sharing 6 ,764 3,99 1,24
Alliance learning 3 ,846 3,54 1,12

There is a positive correlation between the level of alliance learning and

the share of strategic alliances in overall portfolio (Pearson correlation

= 0,284 significant at 0,01 level) Thus, higher the percentage of

strategic alliances a firm has, more likely it is the firm has established

alliance learning mechanisms in order to improve alliance management

in the firm.

5.2.2 Absorptive Capacity, Alliance Portfolio and Firm-level
Performance Scales

Summated scales were computed for variables absorptive capacity,

alliance performance, market performance and innovation

performance. Scale on market performance was improved by deleting

item a5 (“marketing”). Also, scale on innovation performance was

refined by deleting item a11 (“new markets abroad”). For final scales,

Cronbach’s alpha exceeds the recommended value of 0.70 (Nunnally,

1978). Financial indicators ROCE (return on capital employed) and

profit margin represent one-item measures.

Table 8. Summated scales for ACAP and performance
Initial scale Final scale

Scale N of
items

Alpha N of
items

Alpha Mean Std.
dev.

ACAP 10 ,887 10 ,887 4,50 0,92
Alliance performance 4 ,842 4 ,842 4,86 1,09
Market performance 5 ,813 4 ,823 5,20 0.97
Innovation performance 7 ,784 6 ,789 4,62 0,95
ROCE 2007 1 NA 1 NA 27,31 68,69
Profit margin 2007 1 NA 1 NA 7,93 10,07
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5.3 Alliance Success Determinants

5.3.1 Correlations analysis

Pearson Correlations were computed among continuous variables -

alliance experience (natural logarithm transformation of initial variable),

alliance capability, absorptive capacity, alliance portfolio performance,

and control variables number of employees and sales. There are

significant correlations between alliance performance and the

explanatory variables, except the control variables. A strong correlation

exists between ACAP and alliance learning. These concepts are indeed

interrelated because they represent two facets of organizational

learning, internal and respectively external learning.

Table 9. Correlation among alliance learning, experience, ACAP, performance and
firm size
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Alliance learning 1
experience ,241(**) 1
ACAP ,401(**) ,246(**) 1
Alliance performance ,375(**) ,152 ,278(**) 1
Number of employees ,129 ,243(**) ,052 ,044 1
Sales ,136 ,230(**) ,057 -,008 ,743(**) 1

** p < 0.01

In order to investigate the strength of relationships between alliance

performance and the three alliance learning dimensions, Pearson

Correlations were computed also among variables articulation,

codification, sharing and alliance performance (see Appendix 3). It
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seems that performance is correlated with articulation practices

stronger than with other practices.

5.3.2 Regression analyses and evaluation of mediating effects

A series of regressions were run in order to verify hypotheses H1b,

H2a, H2b, H2c, H3a, H3b and H3b. For testing mediating effects, a 3-

step methodology proposed by Baron and Kenny (1986) was used.

Particularly, it will be verified how variable “alliance learning” accounts

for the relation between “alliance experience”, “dedicated alliance

function” and “alliance performance”. Also, it will be verified to what

extent “absorptive capacity” accounts for the relationship between

“alliance experience” and “alliance performance”.

The three steps of mediated regression by Baron and Kenney (1986):

STEP 1: Regression of the mediator on the independent variable, in

our case alliance learning and ACAP on alliance experience and

dedicated function (regression model 2, and respectively 3 in table 10).

STEP 2: Regression of dependent variable on the independent

variable, in our case alliance performance on both alliance experience

and dedicated function (regression model 4, and respectively 5).

STEP 3: Regressing the dependent variable on both independent

variables and on mediator variable, in our case alliance performance

regressed on alliance learning ACAP, alliance experience and

dedicated function (regression model 6, and respectively 7).
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First, basic assumptions for conducting regression analysis are

discussed. All variables used in regression are continuous and

approximately normally distributed (see Kolmogorov-Smirnov test of

normality in Appendix 3), except “dedicated function” which is a dummy

variable. No outliers or heteroskedasticity was detected by analyzing

scatter-plots of residuals in given regressions (Appendix 3). Durbin-

Watson test was used to assess whether error terms are

autocorrelated. The dL equals 1.65 for k=1, dL=1.63 for k=2 and

dL=1.61 for k=3 and for more than 100 observations.  Thus, only in first

regression it cannot be claimed with certainty that error terms are not

correlated. In all other cases autocorrelation of error terms is not an

issue. Also, tolerance levels are acceptable and multicollinearity is not

a problem either (Hair, 1998). Table 10 presents the series of

regressions conducted.

Table 10. Regression Analyses

IMPACT OF CONTROL VARIABLES
1. Dependent variable R R Sq. Adj. R Sq. F Sig. Durbin-

Watson
alliance performance ,078 ,006 -, 008 ,447 ,641 1,95
Independent variable(s) B Std. Error Beta T test Sig. Tolerance
(constant) 4,825 0,096 50,431 ,000
number employees ,000 ,000 ,122 ,941 ,348 ,408
sales ,000 ,000 -, 101 ,779 ,437 ,408

STEP 1
2. Dependent variable R R Sq. Adj. R Sq. F Sig. Durbin-

Watson
alliance learning ,351 ,123 ,111 10,174 ,000 1,635
Independent variable(s) B Std. Error Beta T test Sig. Tolerance
(constant) 3,116 ,181 17,258 ,000
alliance experience ,183 ,083 ,176 2,196 ,030 ,943
dedicated function ,700 ,212 ,264 3,303 ,001 ,943

3. Dependent variable R R Sq. Adj. R Sq. F Sig. Durbin-
Watson

ACAP ,265 ,070 ,058 5,803 ,004 1,967
Independent variable(s) B Std. Error Beta T test Sig. Tolerance
(constant) 4,075 ,150 27,175 ,000
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alliance experience ,199 ,070 ,228 2,866 ,005 ,954
dedicated function ,210 ,177 ,094 1,182 ,239 ,954

STEP 2
4. Dependent variable R R Sq. Adj. R Sq. F Sig. Durbin-

Watson
alliance performance ,152 ,023 ,017 3,578 ,060 1,966
Independent variable(s) B Std. Error Beta T test Sig. Tolerance
(constant) 4,682 ,162 28,895 ,000
alliance experience ,138 ,073 ,152 1,892 ,060 1,000

5. Dependent variable R R Sq. Adj. R Sq. F Sig. Durbin-
Watson

alliance performance ,140 ,020 ,014 3,246 ,073 1,985
Independent variable(s) B Std. Error Beta T test Sig. Tolerance
(constant) 4,785 ,095 50,244 ,000
dedicated function ,373 ,207 ,140 1,802 ,073 1,000

STEP 3
6. Dependent variable R R Sq. Adj. R Sq. F Sig. Durbin-

Watson
alliance performance ,285 ,081 ,062 4,226 ,007 1,967
Independent variable(s) B Std. Error Beta T test Sig. Tolerance
(constant) 4,068 ,276 14,730 ,000
alliance experience ,069 ,074 ,078 ,930 ,354 ,913
dedicated function ,050 ,193 ,022 ,259 ,796 ,877
alliance learning ,210 ,073 ,248 2,892 ,004 ,875

7. Dependent variable R R Sq. Adj. R Sq. F Sig. Durbin-
Watson

alliance performance ,274 ,075 ,063 6,075 ,003 2,028
Independent variable(s) B Std. Error Beta T test Sig. Tolerance
(constant) 3,699 ,375 9,874 ,000
alliance experience ,087 ,074 ,095 1,177 ,241 ,941
ACAP ,241 ,083 ,235 2,897 ,004 ,941

IMPACT OF BOTH MEDIATING VARIABLES
8. Dependent variable R R Sq. Adj. R Sq. F Sig. Durbin-

Watson
alliance performance ,346 ,119 ,095 4,814 ,001 1,997
Independent variable(s) B Std. Error Beta T test Sig. Tolerance
(constant) 3,391 ,385 8,797 ,000
alliance experience ,042 ,074 ,047 ,568 ,571 ,893
dedicated function ,038 ,189 ,017 ,199 ,843 ,876
alliance learning ,153 ,075 ,181 2,042 ,043 ,793
ACAP ,209 ,084 ,212 2,475 ,015 ,849

First regression verifies the impact of firm size as control variable. None

of the two firm size measures (number of employees 2007 and firm
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sales 2007) seem to have an influence on firm alliances portfolio

success.

Next, the findings of regression 6 support hypothesis H1b; thus alliance

learning has a positive significant impact on alliance portfolio success.

According to regression 4, alliance experience also has a positive

impact on alliance portfolio success, which supports hypothesis H2a.

Hypothesis H2b is supported in regression 5, in other words a

dedicated alliance function influences performance positively as well.

Finally, regression 7 shows that absorptive capacity is significantly

linked to alliance portfolio success; thus hypothesis H2c is also fully

supported.

In order to verify hypotheses H3a, H3b, and H3c, the steps taken for

investigating mediating effects will be described.

Mediating effect of alliance learning

1. Both alliance experience and a dedicated alliance function have a

significant positive impact on alliance learning:
alliance learning = 3,116+0,183*experience +0,700*dedicated function

2. Alliance experience and a dedicated alliance function have a

significant positive impact on alliance performance:
performance = 4,682+0,138*experience
performance = 4,682+4,785* dedicated function

3. When alliance learning is introduced in the alliance performance

model, both experience and dedicated function fall short to yield a

significant effect on alliance performance; only alliance learning has

a significant impact:
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performance = 4,068 + 0,069*experience + 0,050*dedicated function

+0,210*alliance learning

Thus, hypotheses H3a and H3b are supported in that alliance learning

fully mediates the relationship between alliance experience and a

dedicated function, and alliance performance.

Mediating effect of absorptive capacity

1. Alliance experience and a dedicated alliance function have a

significant positive impact on ACAP: ACAP = 4,075+0,199* experience

2. Alliance experience has a positive significant impact on alliance

performance: performance = 4,682+0,138* experience

3. When ACAP is introduced in the alliance performance model,

experience doesn’t have a significant effect on alliance performance

anymore; only ACAP has a significant impact:
performance = 3,699+ 0 ,087* experience+ 0,241*ACAP

Hypothesis H3c is also fully supported - absorptive capacity mediates

the relationship between alliance experience and alliance performance.

5.3.3 The relationships between alliance portfolio performance
and firm’s level performance indicators

Pearson Correlations were computed among variables alliance

performance, market performance, innovation performance, ROCE

(return on capital employed) and profit margin in 2007 as financial

indicators in order to verify hypotheses H4a, H4b and H4c. Alliance

performance is positively and significantly correlated with market,

innovation and financial performance indicators. Therefore, hypotheses
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H4a, H4b and H4c are fully supported. In terms of financial

performance, only ROCE correlates significantly with alliance

performance.

Table 11. Correlation among alliance, financial, market and innovation performances

Alliance
performance

Market
performance

Innovation
performance

ROCE
2007

Profit
margin
2007

Alliance
performance 1

Market
performance ,243(**) 1

Innovation
performance ,260(**) ,484(**) 1

ROCE 2007 ,150 (¤) ,163(*) -,015 1
Profit margin
2007 ,070 ,280(**) -,012 ,474(**) 1

** p < 0.01; * p< 0.05; ¤ p< 0.1
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6 CONCLUSIONS, LIMITATIONS AND FUTURE RESEARCH

6.1 Discussion and Conclusions

Companies increasingly engage in inter-firm alliances in order to gain

competitive edge in nowadays dynamic business environment.

However, the capability to achieve success in alliances is

heterogeneously distributed across firms. This study investigated

empirically the role of firm-level antecedents for successful alliance

portfolio management. Evidence was collected from a cross-industry

sample of Finnish firms that have on-going R&D and innovation activity,

respondents being R&D managers, development managers, or

technology managers.  Therefore, key results should be interpreted in

the light of R&D and innovation reality.

Main findings of the study are discussed next. With respect to alliance

typology, it seems that firms use non-equity agreements to a larger

extent than equity ones. Duysters et al. (1999) explain the trend

through the firms’ need to preserve a degree of flexibility in order to

adapt better to emerging market and technological changes in current

high-volatility economy. This trend is especially relevant in the context

of technology and R&D oriented firms that operate under the pressure

of constantly shorting product and technology life-cycles (Ibid).

Moreover, R&D partnerships are characterized by high levels of

uncertainty, which is why formal rules and contracts cannot cover all

future contingencies (Blomqvist et al., 2005). Consequently, more

flexible forms of partnerships, such as non-equity agreements are

preferred.
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Next, alliances partnerships with suppliers and R&D alliances are

perceived as most important. Collaboration with suppliers enables firms

to reduce the risks and lead times of product development, while

enhancing flexibility, product quality and market adaptability (Nieto et

al., 2007). R&D agreements also allow firms to cut costs, diminish risks

and increase innovation output (Tidd et al., 2005). Thus, it can be

concluded that R&D intensive Finnish firms enter alliances primarily for

efficiency reasons and in order to strengthen their technological

position, which in turn can enhance their innovation performance.

In terms of alliance experience, most firms seem to have a relatively

low alliances activity, with less than 7% of surveyed companies being

involved in more than 30 alliances over the last five years. This fact has

implications in terms of practices firms establish for alliance

management. Thus, only 21% of surveyed firms set up a dedicated

team or function to coordinate firm alliance activity and the probability

for a firm to have such a function is positively associated with its

previous alliance experience.  The complexity of alliance portfolio also

determines the choice of specific tools employed. Generally, the more

alliances a firm has had, thus larger the alliance portfolio, higher is the

usage of alliance know-how management tools. Particularly, whereas

informal sharing is used by all firms, those with small and medium

portfolios deploy it to the largest extent. Conversely, firms with large

alliance portfolios have established more formalized processes such as

corporate databases, contact lists, records and repositories containing

alliance-related information, and they also develop checklists and

guidelines and use mentoring and trainings to a much larger extent

than firms with low alliance activity. Another finding of this study is that

firms invest in dedicated mechanisms for alliance know-how

management especially when the share of strategic alliances in overall
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alliance portfolio is high, in other words when alliances play a crucial

role for strengthening firm’s competitive position in the long run.

Therefore, in line with Duysters et al. (1999) and based on results on

this study it can be concluded that the level of firm’s alliance capability

depends on alliance portfolio characteristics, such as size and strategic

importance of alliances.

Overall, alliances success rate of Finnish firms is comparable to results

of other international studies in the field of alliances, being on average

54, 4%. Moreover, there are fixed-firm differences in alliance success,

with only one third of all companies achieving high performance.  Our

empirical results support the hypotheses that previous experience with

alliances, existence of a dedicated team for alliance management,

established alliance learning mechanisms and an enhanced absorptive

capacity all have a positive impact on alliances success. Evidence for

significant mediating effects was also found. Thus, alliance learning

fully accounts for the relationship between alliance experience and a

dedicated function on one hand, and alliance portfolio performance.

This finding is in line with previous research on alliance success

determinants, which states that there is a limit to learning-by-doing and

that firms need to structure their learning efforts in order to draw

valuable lessons from prior experience and use these lessons in their

future alliances (Simonin, 1997; Anand & Khanna, 2000; Kale et al.,

2002; Draulans et al., 2003; Heimeriks, 2005; Kale & Singh, 2007;

Schilke, 2007; Schreiner et al., 2009).

Moreover, the relationship between alliance experience and alliance

portfolio success is also fully mediated by firm’s absorptive capacity;

finding which highlights the crucial role played by firm’s capability to

assimilate external knowledge. Therefore, we found empirical evidence
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to the fact that both internal and external types of learning are essential

for a firm in order to manage its alliances successfully. External

learning facilitates the acquisition of critical complementary specialized

knowledge from alliance partners, whereas internal learning allows

firms to take stock of previous experience and disseminate alliance

management know-how within firm. There is no unanimous approach in

academia regarding the relationship between these two concepts

(Sivadas & Dwyer, 2000; Kim & Inkpen, 2005; Kupke & Lattemann,

2008). Although the concepts are highly correlated, based on our

results it cannot be concluded which type of learning determines the

other. Therefore, in this study, alliance capability and absorptive

capacity are considered two independent firm level learning abilities

involved simultaneously in alliance activity. This is also due to the fact

that, especially in the case of knowledge-intensive alliances, such as

R&D or technological partnerships, key persons involved in managing

alliances need to possess both management-related know-how as well

as specialized knowledge in order to gain value added from

partnerships (Duysters et al., 1999). Indeed, companies need to be

able to absorb technology-related knowledge in order to develop

innovations together with their partners, and they also need to set up

effective intra-firm learning mechanisms to ensure that alliance-related

know-how has been articulated and documented for future use. Thus,

the two types of learning are complementary and are both crucial

especially in the context of R&D partnerships.

Last, we found significant positive correlations between alliance

portfolio performance and other firm level performance indicators, such

as financial, market and innovation performance (in line with Dyer,

1996; Kim & Inkpen, 2005; Rothaermel & Deeds, 2006; Anand &

Khanna, 2000; Kale et al., 2002). This finding confirms that entering
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inter-firm alliances can lead to learning complementary knowledge from

partners, which in turn will stimulate innovation at firm level. Engaging

in alliances may also bring financial benefits by reducing costs and

risks, and it can improve firm’s market position.

6.2 Theoretical implications

The study addressed the critical issue in strategic management of how

some firms create unique, intangible organizational capabilities to

achieve superior firm performance by investigating the role of alliance

knowledge management practices used by firms in order to improve

overall alliance performance. It builds on the theory of alliance

management by analyzing micro-level processes at firm level and

investigating alliance success portfolio-wise, unlike majority of previous

studies which focus on individual alliances in dyadic settings (Olk,

2006).

Empirical results support the idea that alliance success is

heterogeneously spread among firms and that alliance capability is a

strong predictor of success. Furthermore, in line with Heimeriks (2005)

and Kale & Singh (2007), this study brings evidence to the fact that

firms can build alliance capability by implementing organizational

processes aimed at accumulation and sharing of alliance-related know-

how derived from prior experience. Consequently, it stresses the role of

deliberate learning mechanisms for developing firm’s capabilities in

alliance management. By using rules and standard practices, a certain

degree of “routinization” can be achieved aimed at translating individual

experience into collective experience, which in turn will lead to

enhanced performance (Levinthal & March, 1993). This study also
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contributes to the dynamic capabilities discussion by conceptualizing

alliance capability as a “higher-order” dynamic ability meant to

reconfigure and ameliorate operational alliance management skills

(following Teece et al., 1997; Kale et al., 2007). Developing such a

dynamic capability proves to offer firms a competitive advantage in

terms of increased alliance performance, also improving innovation and

market performance critical for operating in environments characterized

by rapid technological change.

Finally, the study extends prior literature on alliances by integrating into

the same framework both alliance capability and absorptive capacity

concepts. Moreover, it found empirical support to the fact that both firm-

level capabilities fully mediate the relationship between alliance

experience and alliance portfolio performance. Absorptive capacity is

deemed to be closely linked to the topic of alliance management and

inter-organizational learning, although there is no clear approach in

academia on whether absorptive capacity determines alliance

capability or the vice-versa holds true. Our results suggest that alliance

capability and absorptive capacity are both functions of organizational

learning, yet they are different constructs.

6.3 Managerial implications

Our results indicate that firms possessing higher level of alliance

capability outperform their competitors on the alliance arena and are

able to benefit more from inter-firm partnerships. Therefore, a series of

practical implications can be highlighted. First, the necessity for firms to

invest in learning mechanisms designed for alliance-related know-how

leveraging can be stressed. Since alliance-related knowledge resides

at individual level and tends to be fragmented in the organization, it
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becomes sensible to implement processes in order to facilitate

accumulation of such know-how at firm-level and make sure that

lessons learned are shared throughout firm (Kale et al., 2002; Dyer &

Kale, 2007).

In line with Dyer et al. (2002) and Draulans et al. (2003), our results

suggest that firms with a dedicated alliance team or function perform

better in managing their alliance portfolios. An alliance function

provides the infrastructure for implementing learning processes and

acts as a central coordination mechanism within firm. Hoffmann (2005)

also pinpoints the need to develop alliance policies at firm level aimed

at aligning strategically multiple alliances, utilizing the synergies

deriving from multiple partners, as well as attenuating potential conflicts

among individual alliances.

Another managerial implication is that the necessity for setting up an

alliance function depends on firm’s alliances activity. In same vein with

Duysters et al. (1999), we found that the larger and more complex the

alliance portfolio, more stringent is the need for a formalized structure

as a dedicated function or alliance department. Moreover, higher the

number of firm’s alliances in its portfolio and more strategic are the

alliances, stronger is the need to implement formalized firm-level

processes for alliance know-how leverage within firm. Draulans et al.

(2003) also argue that differences exist between firms in terms of most

appropriate alliance know-how tools. Thus, inexperienced firms benefit

most from the use of trainings and evaluating individual alliances,

whereas experienced firms should evaluate alliances portfolio-wise and

implement best practices. However, in our sample both inexperienced

and experienced firms use training to a very limited extent. Therefore, it
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can be suggested that companies focus more on organizing training

sessions for personnel involved with alliance management.

The analysis of practiced used by Finnish firms also suggests that

informal sharing and exchange of alliance-related information is heavily

used by all firms. This finding is in line with DeMan (2005), who argues

that, unlike American companies, European companies manage their

alliances mostly informally. DeMan claims that although informal

sharing of knowledge is beneficial, firms which have alliances at the

core of their business should focus more on institutionalizing alliance

capability by creating specialized tools and techniques to support

alliance managers. Based on previous literature and on the findings of

this study, it can be concluded that having such practices in place will

contribute to the development of alliance management skills, which in

turn can make the difference between successful and unsuccessful

companies.

6.4 Limitations and future research

In a similar approach as Ireland et al. (2002), Heimeriks (2005), and

Kale & Singh (2007), this study aims at highlighting specific firm-level

mechanisms which facilitate accumulation and dissemination of

alliance-related know-how organization-wise as building blocks of an

alliance capability. However, the study does not explicitly concentrate

on what are the operational skills comprising an alliance capability;

instead it explains internal mechanisms a firm can deploy to develop

such alliance management skills.  In fact, the main challenge to

conceptualize and measure an alliance capability relates first of all to

difficulties inherent to the unobservability of capabilities (Dosi et al.,

2000; Rothaermel & Deeds, 2006). Although unobservable constructs

lie at the foundation of strategic management theories including
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resource-based view and dynamic capabilities view (Godfrey & Hill,

1995), the question of what really represents an organizational

capability still raises considerable conceptual and methodological

issues. Therefore, the conceptualization of alliance capability also

differs widely, the concept being defined in some cases as consisting of

“processes and routines that are purposefully designed to accumulate,

store, integrate and diffuse relevant organizational knowledge about

alliance management” (in Kale et al., 2002; Draulans et al, 2003) or

“actual operational practices and behaviors of people involved in

managing any given alliance” (in Schilke, 2007; Al-Laham et al., 2008;

Schreiner et al., 2009). Thus, future research should explore more the

interplay between the operational and “higher-order” skills involved in

alliance management in order to produce a clear definition of what an

alliance capability actually represents.

In terms of methodological aspects, the common method variance due

to using a single respondent and social desirability might have biased

the results. Since the unit of analysis in this study is a firm, a

knowledgeable company’s representative who has an overview of firm-

wise alliance activity was needed for participation in the survey. In

order to reduce social desirability bias, confidentiality was promised to

all survey respondents. The fact that an R&D manager or a person with

equivalent position participated in the study might narrow the

perspective on alliance portfolio activity to R&D related partnerships.

With respect to measurement, alliance success was assessed only with

subjective measures. However, it is very difficult to use objective

accounting data on financial benefits of alliances, since it is almost

impossible to disentangle the effect of alliances on financial results

from other factors. Next, number of alliances was used as a proxy for
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alliance experience. Yet, alliances differ in intensity, timeframes and

learning outcomes and a mere number of alliances might not convey

the best picture of firm alliance activity.

This study suggests that the level of alliance capability is dependent on

alliance portfolio size and strategic importance of alliances. Future

research can concentrate on other contingencies influencing on

alliance capability, such as types and nature of firm’s partnerships, the

complexity of its products/services, and the nature of knowledge and

innovations related to alliances. Hoffmann (2005) also suggests that

further research should investigate the contextual factors influencing

the configuration of alliance management systems in a firm. Moreover,

following Hoffmann (2005), alliance capability measures aimed at

investigating practices deployed within firm for dissemination of alliance

management know-how can be complemented with assessments of

aspects such as implementation of alliance portfolio policies and

strategy, as well as the way firm exploits synergies among alliances

and attenuates potential conflicts portfolio-wise.

Another promising area for future endeavors is examining the complex

relationship between firm’s alliance capability and absorptive capacity.

Prior research suggests that both concepts are crucial in inter-

organizational learning setting, but there is no clear understanding on

the nature of their interdependences. This study analyzed alliance

capability and absorptive capacity as two independent constructs;

however, future research could contribute to the alliance management

field by further exploring the intricacies between concepts.
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APPENDIX  1. Items used to measure the variables

SPSS
Code

Construct items Theoretical
reference

Absorptive capacity
b1 We have invested heavily in acquiring new information
b2 We can identify and quickly acquire the information we

need
b3 We try to acquire new information in our company as

soon as it is available
b4 We constantly try to increase the number of our

information sources
b5 We can learn new things effortlessly
b6 We can easily interpret the information we have

acquired
b7 We are good at connecting new and existing information
b8 We are good at combining information from various

sources to benefit us
b9 Our existing practices make it possible to utilize current

and new capabilities
b10 We are good at utilizing new information in our

operations

Zahra and
George (2002);
Cohen and
Levinthal (1990)

Alliance success
e3 Our alliances are characterized by strong and

harmonious relationships between partners
e4 Our company has achieved its primary objectives in

forming alliances
e5 The company's competitive position has been greatly

enhanced due to alliances
e6 The company has been successful in learning some

critical skills and capabilities from its alliance partners

Kale and Singh
(2007)
Simonin (1997);
Zollo et al.
(2002); Draulans
et al. (2003)

Innovation performance
a6 Replacement of products being phased out
a7 Replacement of services being phased out
a8 Extension of product/service range within main market
a9 Extension of product/services range outside main

market
a10 Development of environment-friendly products/services
a11 Opening of new markets abroad
a12 Opening of new domestic target groups

Alegre and Chiva
(2008)

Market  performance
a1 Growth in sales
a2 Profitability
a3 Market share
a4 Market growth
a5 Marketing

Delaney and
Huselid (1996)



APPENDIX 2. The questionnaire

Your position in company,
Turnover 2007 consists of:  % products and  % services, total 100 %
Our clients (2007)  majority B2C

 majority B2B
R&D personnel (estimation) 2005 2007
R&D share of turnover (%, estimation) 2005 2007

R&D division between internal and external operations in 2005 and 2007:
2005 2007

R&D conducted internally
R&D procured externally

Total. 100 % Total. 100%

How would you compare you organization's performance over the last 3 years to that of other organizations operating in the
same area (1 = performed very badly, 7 = performed very well)

1       2      3      4      5     6      7
Growth in sales
Profitability
Market share
Market growth
Marketing
Replacement of products being phased out
Replacement of services being phased out
Extension of product/service range within main market
Extension of product/services range outside main market
Development of environment-friendly products/services
Opening of new markets abroad
Opening of new domestic target groups

How well the following claims describe your firm in terms of obtaining and utilizing information? (1= totally disagree,
7=totally agree)

 1       2      3     4     5      6      7

We have invested heavily in acquiring new information
We can identify and quickly acquire the information we need
We try to acquire new information in our company as soon as it is available
We constantly try to increase the number of our information sources
We can learn new things effortlessly
We can easily interpret the information we have acquired
We are good at connecting new and existing information
We are good at combining information from various sources to benefit us
Our existing practices make it possible to utilize current and new capabilities
We are good at utilizing new information in our operations

COMPANY BACKGROUND DATA

RESEARCH AND DEVELOPMENT COLLABORATION

ATTRIBUTES OF INNOVATION ACTIVITY



How many alliances (as defined above) have you formed over the last 5 years?

Number of alliances:

How many of these alliances have you formed with your (in the same business area) competitors?
Number of alliances:

The share of strategic alliances (having an impact on firm’s product/market position in the long run) from overall alliances
  0-20%   21-40%   41-60%  61-80%  81-100%

Is there a dedicated function or team to manage alliances in your company?  Yes No

How important are following types of alliances to your company? Please answer separately for equity and non-equity alliances.
(1= ei lainkaan tällaisia kumppanuuksia, 2= slightly important, 7= very important)

Non-equity alliances         Equity alliances
1    2    3    4    5    6    7  1    2    3    4    5    6     7

Supplier alliances
Co-marketing alliances
R&D alliances
Joint production

What percentage of your alliances is done with foreign partners?  %

Please estimate, over the last five years, what is the share of alliances, where initial goals were realized?
 0-20 %  21-40 %  41-60  61— 80 %  81-100 %

Please estimate, over the last five years, what is the share of alliances with competitors, where initial goals were realized?
 0-20 %  21-40 %  41-60  61— 80 %  81-100 %

How well following claims describe your alliances? (1= totally disagree, 7= totally agree)

         All alliances Alliances with competitors
  1    2    3    4    5    6    7        1    2    3    4    5    6     7

Our alliances are characterized by strong and harmonious relationships
between partners
Our company has achieved its primary objectives in forming alliances
The company's competitive position has been greatly enhanced due to alliances
The company has been successful in learning some critical skills and
capabilities from its alliance partners

By alliance we mean collaborative relationships, wherein firms are aiming at achieving commonly set goals (for instance supplier relationships,
research and development partnerships, joint marketing, joint ventures)

INNOVATION PROTECTION

COMPANY ALLIANCES



How much do you agree with following statements? (1= totally disagree, 7= totally agree)

1       2     3     4     5     6     7
Persons involved with the company’s alliances are regularly debriefed about their prior
and/or current alliance experience
Persons responsible for the company’s alliances maintain a record of all major incidents,
decisions, or actions associated with alliance(s).
Persons responsible for the company’s alliances regularly report on the progress and
performance of their respective alliance(s)
Our company does not maintain a ‘repository’ or database containing factual information of
each of its alliances
The company maintains a directory or ‘contact list’ of individuals (within the company or outside)
who can potentially provide inputs or assistance on alliance management.
We use well-defined ‘process’ to guide the formation or management of any alliance
In our company, checklists or guidelines are developed and used to assist managerial decision
making and actions while forming or managing strategic alliances.
We use manuals (containing tools, templates, or frameworks) are developed and used to assist
managerial decision making and/or actions while forming or managing alliances.
We update alliances related checklists, guidelines or manuals that regularly
In our company ‘collective review’ to assess the progress and performance of its strategic
Alliances are conducted
Persons responsible for alliances participate in different committees or task forces to take
stock of their alliance management experience and practices.
Our personnel participates in different meetings, seminars, or retreats to exchange
alliance-related information, experiences, and stories
Our personnel engages in informal sharing and exchange of alliance-related information and
know-how with peers or colleagues within the organization
Persons with substantial prior experience in managing alliances are usually rotated across some
of the company’s key alliances.
No incentives are used to encourage individual managers to share their personal alliance
management experience and know-how with other managers within the company.
Personnel attends ‘in-house’ training programs on ‘alliance management’ whenever they are
assigned to manage or work with any alliance
Personnel attends externally conducted training programs on ‘alliance management’ whenever
they are assigned to manage or work with any alliance
In our company more experienced persons mentor individuals who are relatively new to
managing alliances
We provide access to our personnel to documented and codified information and know-how on
prior and ongoing alliance experience
Our firm overall alliance activity is coordinated by a dedicated function/team

COLLABORATION WITH COMPETING FIRMS

INTERNATIONALIZATION

BUSINESS ENVIRONMENT

IMPLEMENTATION, UTILIZATION AND DEVELOPMENT OD STANDARDS
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APPENDIX 3: Results of statistical analyses

One-Sample Kolmogorov-Smirnov Test

alliance_learning ln_experience alliance_performance ACAP market_perf innov_perf
N 161 159 166 181 182 182
Normal Parameters(a,b) Mean 3,5438 1,9375 4,8554 4,4960 5,1996 4,6240

Std. Deviation 1,12258 1,04073 1,09499 ,91865 ,97288 ,95478
Most Extreme
Differences

Absolute ,059 ,146 ,131 ,059 ,098 ,084

Positive ,037 ,146 ,088 ,059 ,062 ,040
Negative -,059 -,078 -,131 -,037 -,098 -,084

Kolmogorov-Smirnov Z ,750 1,837 1,686 ,798 1,316 1,130
Asymp. Sig. (2-tailed) ,627 ,002 ,007 ,547 ,063 ,156

a  Test distribution is Normal.
b  Calculated from data.
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Correlations

1 ,591** ,615** ,370**
,000 ,000 ,000

161 161 160 158
,591** 1 ,684** ,345**
,000 ,000 ,000
161 161 160 158

,615** ,684** 1 ,251**
,000 ,000 ,002
160 160 160 157

,370** ,345** ,251** 1
,000 ,000 ,002
158 158 157 166

Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Sig. (2-tailed)
N

articulation

sharing

codification

alliance_performance

articulation sharing codification
alliance_

performance

Correlation is significant at the 0.01 level (2-tailed).**.

Plots of residuals
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