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Alliance Capabilities, Interpartner Attributes, and Performance Outcomes in International Strategic
Alliances

Abstract

This study tests, using a sample of cross-border alliances, how different alliance capabdyeais
intersect to develop resource complementarity and trust and how such interpartner attéimgeb/es
intersect to enhance performance. We find that management capability allows firms tosouita:re
complementarity and trust. High formulation capability is required for management cyalplisitively
shape resource complementarity. Search capability is only positively linked to resource conapigment
when formulation capability is low. International alliance experience drives resourcecavenpdrity. Trust
has an inverted U-shaped relationship with performance, and resouanplementarity drives trust and
performance. Resource complementarity positively moderates thepgtfstrmance link.
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INTRODUCTION
Scholars have devoted enduring attention to conditions under which firms can enhance the performance of
their international strategic alliances (ISAs) (Contractor and Woodley, 2015). A domieamt stf research
focuses on the performance relevance of interpartner attributes or ties (Lavie, Hduasdhi{hanna,
2012). In this stream, two major lines of investigation have been pursued. First, economic belhesr s
(e.g., Jin, Zhou, and Wang, 2Q1@ve centaxd on the value or costs péirtners’ resources accessed in an
ISA. A second set of studies asserts that firms need to collaboratively exploit resotinegsi8As through
relational ties based on trust (e.g., Christoffersen and Robsor), 2@8t@rdingly, in relation to the use of
resources in an alliance, the literature has featured two key charactaesticg ce complementarity,
concerning the degree to which partners are able to complemgnither’s tasks in the alliance by
supplying unique resources and capabilities (Sarkar et al., 2001); and trust, definedgsethefd
confidence shared by the partners regarding each other’s honesty and benevolence (Aulakh, Kotabe, and
Sahay, 1996; Kumar, Scheer, and Steenkamp,)1995

Contrasting views exist on the feasibility of building both resource complementarity arfaetimsen
alliance partners. One school of thought (Tiwana, 2008) has asserted that thersars temesolve
insofar as resourcing and trust ties in alliances tend toward incompatibility. Welleted fiems exploit
their own resources by linking to those with valuable and complementary resources. Yet, tyeheitsr
of resources available to ISAs can make productive resource integration challetigiraction problem
(Tiwana, 2008)Partners’ diverse insights and potential aversion to the dependence introduced, lead to more
cautious trust building (Johnson et al., 1996). Further, while trust within an ISA easagce integration, it
can reduce the chances of resource complementarity as trust encourages relationkdsadhsm-
objective thinking, and redundant ideathe idea problem (Scheer, Hibbs, and Trulaske, 2012).

Another school of thought has, instead, empthiye logic of embeddedness to assert that higher levels
of resource complementarity increase the depth of productive integration and cohesion lhet\waeners,
building trust (e.g., Gulati and Sytch, 2007). Partners focus such attention on one another, that they become
“controlled by the relation itself” (Emerson, 1962: 37) and by trusting interactions that extend beyond

contractual obligations. Accordingly, a holistic approach to ISA development and management would focus



on maximizing the economic value of resource complementarity and the likelihood thaing trusti
relationship will be formed within a social structure for the partnership (Saxton, 1997). Beimdliis
connects to the view that some firms are better at attending to the complexitienogalthan otherthey
possess alliance capabilities, or organizational processes and patterns @<atttraitigh whiclafirm
systematically develops and manages its alliances (Sarkar, Aulakh, and Madhk, 2009

A review of the literature indicates that various approaches have been followed in assessiagthe rol
alliance capabilities. Researchers conceptualize such capabilities as a unahaiewistruct (Gammoh
and Voss, 2013), or as a multidimensional construct assessed either as a composite (Lambe, Spekman, and
Hunt, 2002) ol higher-order construct comprising different dimensions (Schilke and Goerzen, 2010).
Further, the bulk of research on alliance capabilities has focused on post-formation managpeutat
(e.g., Johnson, Sohi, and Grewal, 2004; Schreiner, Kale, and Corsten, 2009), as opposed to alliance
formation facets that have been examined to a lesser extent, either separately or willenertéy
structure. Minimal empirical consideration has been given to the potentially varyint effelifferent
alliance capability components, limiting understanding of their complementary and/or substitlats in
shaping interpartner attributes and performance outcomes in ISAs (Wang and Rajagopalan, 2015).

Our study addresséisesegaps in knowledge by examining how different alliance capability components
intersect to drive resource complementarity and trust, and how these attribute$viremtsrsect to
enhance ISA performance. We conceptualize alliance capability in terms of fundgmectakes
underpinning the building of any ISA: search capability, or processes wherein a fitratesatrategic
decisions to form alliances and identifies and approaches appropriate pfotnergtion capability, or
processes wherein a firm sets up governance structures, handles technical aspects sf andtract
negotiates deals; and management capallifgrocesses wherein a firm manages cooperation and
coordination of the partners after alliances are up and running (Gulati, 1998; Schrein&0&t9l

We contribute to the international alliances literature in two main ways. Firstjgteehave highlighted
the difficulty of integrating resource complementarity and trust in alliances in a n@mticive to
performance outcomes (Lavie et al., 2012). The feasibility of integridtgse attributes is largely unknown

in cross-border alliances. ISAs usually lack prior collaborative experiences and a sharefl sense



identification between the partners (Joshi and Lahiri, 2015), upon which to found trustudyustetws for
the first time how a set of alliance capabilities resolve tension between achievingmemialrity, which
increases resource synergies in the ISA, and establishing trust as a means of harnessing Althergjbs
the resource-based perspective suggests firms use alliance capabilities to establishgatSAarnhat
have the ability to provide them with needed resources, it overlookSAhsrtners’ willingness to pool
resources in a cooperative way. Extending work on resource interdependence as &fdreddédness
(Gulati and Sytch, 2007; Zhong et al., 2014), we deepen understanding of alliance functioning by showing
that resource complementarity jumpstarts the sense of common ground, a key to detrelstgm¢SAs,
and positively conditions the performance relevance of trust. We also provide new eidétice t
difficulty of using trust in ISAs lies in that it has an inverted U-shaped relationsthipparformance.
Second, our study is novel in employing logic from the complements versus substitutes governance field
(Bidault et al., 2018Li, Poppo, and Zhou, 201@) decompose a firm’s alliance capabilities into core
processes that play different roles in ISAs. Notwithstanding the contribution of allpaleilty research
to the advancement of knowledge of alliance processes (Lambe et al., 2002; Schilke and Goerzéme 2010)
common use of higher-order conceptualizations of alliance capability potentially inlitd#sstanding of
how individual capability components interact and work together, or the converse, in accuniBkating
level resources (Niesten and Jolink, 20T&)r results show that management capability allows firms to
build resource complementarity and trust. Yet, high formulation capability is requirethfargement
capability to positively shape resource complementarity. By contrast, search capabitity the
development of resource complementarity when formulation capability is leth\¥ reveal reinforcing
effects between alliance capabilities with congruent activities and prioritiesiamdig-out effects
between capabilities with incompatible ones. Finally, consistent with our decomposed take ssirigane

firm’s alliance know-how, we show that international alliance experience drives resource complementarity.

LITERATURE REVIEW
Resource complementarity and trust in ISAs
A paradox of ISA management is that disparate and seemingly contradictory interparmgesttnust be

made to coexist. The performance benefits of resource complementaritysioftS&Aare transient, as the



opportunities such fit provides fade when firms aceeds other’s resources. By contrast, research has long
suggested that high-trust exchanges between alliance partners create relati@iabassdtich economic
rents can be reliably derived. Still, as ISAs bring together partners from socio-cognitively irggangr
environments and this can cause information overloads, developing trust in and of itself cntybe hi
demanding (Abdi and Aulakh, 2014; Wong et al., 20Earther, trust discourages diversity of thinking and
contributions within tightly knit collaborative partnerships (Scheer et al., 2012).

Our thesis is that the challenges of interrelapingners’ idiosyncratic resources, while building trust, are
surmountable in well-designed ISAs. Although resource complementarity denotes diverse andisynergist
ideas and expertise in an ISA, when tigsirong, the partners are likely to establish common ground in
order toprovide and absorb each other’s knowledge and improve the goal attainment of both sides. The core
idea is that effective ISAs avoid the knowledge redundancy and over-embeddedness ahtust w
resource complementarity (the idea problem), and minimize théyp@acuted resource integration and
over-cautiousness of complementarity without trust (the action problem) (cfedf@05). A thorough
strategy would increase the synergistic value of resource complementarity (ability éxjpeise); and the
likelihood thatatrusting connection develops between the ISA partners (willingness to pool expertise)
(Sampson 2007; Tiwana, 2008). Still, a key question remains unanswered: how can a firm overcome

tensions between, and effectively produce, these dissimilar attributes?

Conceptual perspectives on alliance capabilities
Early ISA studies identified partnéirms’ alliance experiences as a driver of performance (Christoffersen,
2013). However, alliance capabilities work (e.g., Anand and Khanna, B@98ince proven that there is an
implicit flow of feedback from prior experiencesr dedicated functions responsible for capturing these
that enables the upgradingaofirm’s ongoing alliance practices. The consensus is that basic knowledge
assets and mechanisme, alliance experiences and functions) give rise to alliance capabilities and, hence,
cannot guarantee effective alliangeformance without explicitly considering a firm’s expertise with
processes through which it develops and manages alliance activities (Sarkar et al., 2009).

The alliance capabilities literature has asserted the neadifavement in a firm’s capability to manage

holistically its entire portfolio of alliances as well as its capability to managedudivalliances within the



portfolio (Wang and Rajagopalan, 2015). Empirical studies have focused on examining allianceieapabilit
at one, not both, of these levels, nonetheless. Assumptions about how value is created intefichtees
drive this choice (Sarkar et al., 2009), that is, whethfirin’s alliances create valuable outcomes
independent of one another;the firm is able to achieve holistic outcomes across to its alliance portfolio.

The matter of how firms create and benefit from alliance portfolios has received gtesaigon in the
literature than that of how alliance capability helps managers improve the perforrhamtieidual
alliances (Schreiner et al., 2009). Yet, the thrust of the alliance performanariié seeks to explain
individual alliance outcomes. Hence, our study seeks to provide new insights into cognitive atatddeha
skills deployed by firmso enhance relationship and performance outcomes of a given ISA (Hoffmann,
2005; Simonin, 1997). Theis conceptual overlap between capabilities to manage a portfolio of alliances
and those required to develop and manage individual alliances. For instance, search capabilitiesnhelp a fir
enter the market for partners to select on the basis of portfolio fit, but also ideeatdptimal partner for a
focal alliance (Wang and Rajagopalan, 201Gapabilities focusing on portfolios (e.g., Schilke and
Goerzers (2010) alliance portfolio coordination) are beyond the scope of this investigation.

Alliance capabilities can be viewed as a reflection of skills required to be successful airiEhases
in the establishment and management of alliances (Simonin, 1997). Indeeds @atticonceptual study
(1998: 294) theorized that processes pertaining to the formation of alliances, govemeatoe sif
alliances, and evolution of alliances constitute#w behavioral issues” arising in individual alliances.
Pegging capabilities to specific phases of alliances has the advantage of affording moentonsist
conceptualizations; as opposed to the use of capabilities that are not linked to amylone stage (e.g.,
alliance manager development capability (Lambe et al., 2002)). This said, although Schedin@069)
similarly asserted three main process components in an allidoomation, governance, and management
capabilities—their empirical study focesl on coordination, communication, and bonding dimensions of
management capability. Despite the benefits of unpackiigzk stage capability’s intricate nomological
network, we take the view that it is necessary to capture the interplay of searctatfiormand

management capabilities. The logic is that an inherent challenge in any ISA lies in addresstamtieser

1 We thank an anonymous reviewer for this insight.



associated with the cooperative motives and abilities of the overseas partfiensindkcision-makers may
take steps to reduce such uncertainties across the sequence of eventg in ISAs.

The interplay among contractual formulation and relational governance mechanisms in reducing
behavioral uncertainty has received focal attention in the ISA performance tgg@awt, Abdi and Aulakh,
2014; Zhou and Xu, 2012). Still, studies are silent as to whether behavioral uncertaintgearfiaci
individual alliance can be addressed using a combination of alliance capabilities. We add to extant
knowledge by providing a more holistic explanation of inter-ISA performance variations bagddgas

and interactions among diverse alliance capabilities.

THEORY AND HYPOTHESES
Combining insights from resource-based and embeddedness perspectives (Gopalakrishnan, Scillitoe, and
Santoro, 2008; Gulati and Sytch, 2007), we provide a solution to simultaneously developing and deploying
resource complementarity and trust in ISAs. From a resource-based perspective, ISAs allow the
development of valuable and distinctive resource combinations otherwise unavailable to the firm
(Gopalakrishnan et al., 2008). By participating in various ISAs, firms gain access to valuabieeett
aid the discovery of new alliance opportunities and the deepening of existing alliance relati@tsreps
al., 2014). The alliance relationship itself is a specialized resource that helps ieespadlize value from
a promising resource pooling (Baum, McEvily, and Rowley, 2012). However, individual ISAs need to be
managed actively through partner firm-level resource deployments and adjustments (Sch&gelmilch,
and Bojkowszky, 2012). Alliance capabilities are socially complex practices directed teasning,
accumulating, and leveraging alliance know-how with the view to purposefully modifying, and extracting
value from, an alliance resource base (e.g., its interpartner attribkee and Singh, 2007).

We propose specific relationships of search, formulation, and management capabilittesauitbe

complementarity and trusk firm’s search capability, which creates awareness of and access to the best

2 Qur conceptualization of this sequence stops short of the endedahgelSA. Most processual definitions and conceptualizations
of alliance capability exclude exiting (Lambe et 2002), even if this facet was included in Simonin’s (1997) seminal empirical

study. In particular, we did not include exit capability as a resdétenfback from senior alliance executives in prestudy interviews.
The consistent view was that, irrespective of industry, standard ISA contracts typically define each partner’s rights and obligations in

the event of termination (Luo, 2002). Such clauses are not seehaagdbal processes that help firms accumulate partnership ties in
individual alliances (Gulati, 1998).



available partnering optionis, a platform for improving resource complementarity in individual ISAs (see
Figure 1). As ISAs present opportunities for deepening relationships, we argue that managemétyt capabi
enables the firm to collaboratively exploit resources through trust, but also isamtgortecognizing and
adjusting to the need for resource complementarity. Formulation capability, which does not fietp the
access or leverage ISA resources, serves as a boundary condéithedvize that formulation capability
negatively moderates the path of search capahilitgsource complementarity, but positively conditions the
pathof management capabilitp resource complementarity. We also posit that the knowledge resource,
international alliance experience, provides an information advantage that drives resource comghementari
Insert Figure 1 about here

The resource-based perspective suggests firms seek ISAs that can furnish them witbsrescessary
to strengthen their competitive positions, enhancing the ability of partners ¢ovslhaable resources. Bitit
does not address the 1partners’ willingness to share desired resources in a noncoerciveemamteed,
cross-border alliances pose a special problem for trust development in that partners unfamiiae
another would perceive various relational and performance risks (Contractor and Woodley, 2015).
Embeddedness logic halthat partners’ expectations of high-quality interactions, based on the deployment
of complementary resources in the ISA, facilitate the attitudinal convergence necesgangefating
interpartner trust (Gulati and Sytch, 2007). In effect, interdependent alliarioer fiams become controlled
by the relationship and its value generating poteiWal posit that while trust has an inverted U-shaped
relationship with ISA performance (i.e., due to the over-embeddedness of strongréssty.ce
complementarity positively conditions the performance relevance of trust. Positive associatsos afe
complementarity with trust and performance have been established in the ISA literatluagiécét al.,

2012), and we include these links in our conceptual model for completeness purposes.

Search capability and resource complementarity

3 As the ISA partnership transitions from embeddedness stemming from structigraispaf interdependence to embeddedness
based on rich and deep trusting relations, it may become less effe@iyéd &hared understanding of information challenging
alliance decisions becomes too subjectivslow to change).



A difficulty facing the development of ISAs is the need to forge synergistic links with untriathtesled
foreign partners (Robson, Katsikeas, and Bello, 2008). Because national differences posshahénges
as well as opportunities for firms seeking to create productive collaborations, firmsobnirave more
domestic than foreign alliance partners in their networks (Lavie and Miller, 2008).i&staphlliances
with new overseas counterparts secures opportunities for novel syntheses of complementary expertise,
irrespective of the partner’s foreignness (Tiwana, 2008). We posit that search capability, which involves
processes that allow the firm to proactively develop alliance links, is required totattaarseas partners
that have access to valuable resources.

Well-connected firms that exhibit significant alliance experiences are expected to have nueg agbur
information about attractive resourcing opportunities (Gopalakrishnan et al., 2008nHeitn firms lack
direct historical ties to partners overseas, they must resort to alternative mieans tibout potential
alliance partners. In this contextnfi-level processes involving ongoing diagnosis of resource requirements
and the understanding of how to identify and approach partners, when applied to individual ISA ventures,
would offer an improved fit of the partners’ resources. Firms that possess search capability comprehend the
strategic implications of ISAs for their resource base, and this understanding enables thrsmeta pu
strategy of cultivating different potential resourcing solutions with multigitnprs. Search capability also
provides firms with an information advantage that helps them identify and gain access to complementar
resources in situations where seemingly there is a shortage of attractive alliance (hannieeset al.,
2002). As the presence of geographical and cultural distance makes the establishment of ISAs problematic
firms need to deploy search processes that rigorously evaluate collaborative opportuiditesfy and
access the best fitting foreign partners. It issflikely that a firm’s search capability will facilitate the
development of resource complementarity in any given ISA. As such:

Hypothesis 1: Search capability is positively related to resource complementarity.

Management capability and trust
Alliance management is a balancing act between controlling operations to maximize own outcomes and
cooperating with partner firms to promote joint value-creation activities and mutualGamsoffersen,

2013). Not only are such conflicting tendencies inherent in alliance partnerships, bheatsmagement of



interpartner tensions seems more important to ISA outcomes than the conflict itself (Ren, Gragy,and Ki
2009). Management capability directs, evaluates, controls, or otherwise implements alliaiies acta

way that minimizes conflict and maximizes cooperation in the partnership. Such capability provides a
advantage of knowing how to set up a flexible, self-enforcing approach to policing noncooperative
behaviors, based on the amplification of trust between ISA partners.

Alliance scholars (Cuypers et al., 201écognize the importance of firms’ sophistication in diagnosing
subtle differences between partners and devising workable solutions that make compromises and
accommodate disparities over time. Managing relationship dynamics in cross-border abifaceght
with difficulty, since the partners need to be able to reconcile their unique perspectivedug®Rosultures,
and other differences, to engage in joint value-creation activities (Abdi and ARRKD, 2014). Post-
formation, management capability involves processes pertaining to forward thinking im¢paedicate
issues concerning the balance between competition and cooperation in ISAs. Indeed, prior research (Johnson
et al., 2004) suggests that firms use effective interactional knowledge to build trustingvtbradpartner,
which provides stability to the alliance entity. Because most ISA partnerships laideglaistory, trust is
unlikely to have emerged naturally through previous partner interactions (cf. Lioukas and Red)er, 201
Instead, the partners would need to use their managerial expertise to coordinate behaviqienethim
routines in a manner that dampens relationship risk perceptions of, and enhances confiderce thet
two sides. Fm-level know-how that enables coping with ISA management complexities is required for a
partner to integrate its agenda with that of the counterpart and establish trust. Thus:

Hypothesis 2: Management capability is positively related to trust.

Management capability and resource complementarity

Management capability is conducive to developing and maintaining resource complementarity in ISA
settings. Managerially competent firms recognize that to create value in ongoingiomsradth thér ISA
partners, there must be considerable resource complementarities and synergies at the outiienckthe a
venture. Resourcing advantages based on a promising resource exchange are immediate, as firms seek to
realize benefits from novel information and skills that the counterpart has. Wisil@tcrues over time

through repeated interactions between partners, resource complemaradvigintage is likely to be more



short-lived due to theaptners” ongoing efforts tassimilate each other’s ways of working and changing
environmental conditions that might render such knowledge less important (Baum et al., 2OkXhdt

exhibit high levels of alliance management capability are better able to build-in future dordétiing up

the ISA—the achievement of strong resource complementfuity the start increases the partners’
interdependence, enhances understanding of mutual ways of working and requirements, and improves the
long-term potential of the alliance (S#ial., 2014.

Further, the possession of alliance management capability enables a partner to betterdtzmaiaipe
dynamics in ongoing ISAs because it connects to the alliance’s ability and motivation to sustain resource
complementarity between the partners. Managerially capable ISA partners understand the need to invest
incrementally in alliances so as not to forsake a potentially fruitful resourcirigdies¢n et al., 2032
Since ISAs by definition are relatively enduring, cross-border business ventures, changexstariiak
environment and to the circumstances of the partners durif§A’s timeframe are highly likely. Such
changes could weaken the perceived resource complementarity between the partners, precipitating
noncooperative behaviors and the unraveling of the alliance agredmgntner with substantial
experiential knowledge of alliance management practices will be ablenicor the ISA’s status and
progress, achieve flexibility in its work coordination, and find ways of addiitg tesource pick over time
as required (Fang and Zou, 2009). We therefore hypothesize:

Hypothesis 3: Management capability is positively related to resource complementarity.

The moderating role of formulation capability

We predict that formulation capability contributes indirectly to the levelstfiiee complementarity in the
ISA. Indeed, our approach to understanding the influence of alliance capabilities on resource
complementarity utilizes logic that formulation capabilityhich concerna firm’s ability to set up ISA
governance via the contract and negotiate-thisdermines and advances relationships of search capability

and management capability with resource complementarity, respectively.

Impact on the search capabilitgsource complementarity link



Formulation capability and search capability involve consecutive activities that should dovbiailead

up to ISA formation (Schreiner et al., 2009). But instead, they may conflict overtly theed¢baracteristics
and interplay of the processes they oversee in new alliances. They are very different mechaméswesyin t
they focus on the value of the resources accessed in the ISA. Search capability motivates firms to explore
promising connectisswith others that can juxtapose valuable resources. Essentifiliyy’s partnering
proactiveness is associated with the achievement of first-mover advantages in impetdecbérkets for
ISA partners (Sarkar et al., 2009). However, as one focuses on introducing contractualtsseaifiti
negotiating to close the deal and finalize the formal structure of the alliancbkaged on formulation
capability), the ISA agreement can move away from the optimal fit of partner resoutriieutiams

identified when the partnership opportunity was initially scoped and decided upon (i.e., basedion sear
capability) (Ness, 2009). Indeedfian’s strong emphasis on technical aspects and goveradnserting
structural rigoito control potential relational riskscan distract from the task of setting up ISAs that are
promising in their abilityto create and use resource compatibilities to underpin goal achievement.

By contrastafirm that places weak emphasis on alliance formulation aspects would be able tp quickl
realize the window of opportunity of the particupartnership’s resource combination (Barkema et al.,
1997). When ISA partners are not preoccupied with processes paying focal attention to legal, tarrand o
bureaucratic design provisions, the formation-related thinking and terms of the alliszs@@agrcan more
freely emphasize resource synergies. For example, the Chrysler Group decided to looseerthte nitof
its supplier contracts in order to stimulatgenuine meeting of minds that had proven impossible under the
traditional legalistic approach. The new contract with preferred suppliers emphasizéetfomgsource
integration over structural rigor. Chrysler adopted a method of partnering with ssijyaléed largely on the
fit of their advanced engineering and manufacturing capabilities (Fortgang, Lax, and Sebeniug, 2003).
firm following such an approadh likely to be more dynamic and entrepreneurial in its ability to deploy
search resources that prioritize forming ISAs with overt resource complementarity. Thus

Hypothesis 4: Formulation capability moderates the search capability to resource complementarity

relationship such that it becomes weaker as formulation capability increases.

Impact on the management capabiligsource complementarity link



An enduring debate in the international alliances literature concerns the complementary versusvsubstitu
roles of contractual and relational governance (Abdi and Aulakh,;20&4al., 2010). Some studies (Uzzi,
1997) assert that the relationship-based approach that promotes interpartner coddb®ic@mractual-
based approach that formulates structure and controls are two incompatible andisalmiguatations for
alliance management. As well as imposing unnecessary costs, use of formulation hampers trust ahd goodwil
between alliance partne@ne side’s adoption of bureaucratic controls provides a signal to the other that
they are not considered trustworthy. Others (e.g., ZhoxXand012) assert that relationship-based
governance becomes a necessary complement to the adaptive limits of contracts by fosterinigrhilateral
Despite its many theoretical and pragmatic advances, the complements versus substiutesgov
literature has yet toseresource-based logi@/e contribute new thinking to the debate by examining the
relative effects of partner firm-level formulation and management capabilities withividual ISAs.
We posit above that firms possessing management capabilities are able to use the ISA ale=sgrapra
means of initially reconciling and integrating the resource requirements of the patmbmmderstand how
to ensure continued reciprocal resource interdependence (Luo, 2002). A firm also witbrimiglation
capability would be well placed to leverage management capability in these ways. |1SAes aaopriain
level of structural formality, though it is important this can adjust to uncertain conditiensime. Firms
that can harness experiential knowledge of alliance management and evolve alliaiocshglatare
cognizant of the need to ensure that the ISA partnership has what it required tnfydiing task routines,
roles, and responsibilities. Management capability implies that a firm uses cagahteatianagers tasked
with implementing the strategy (Lambe et al., 2002). More often than otherwise, in fitmelli@nce
management know-how, actual alliance managers are responsible for securing agreement inatensegot
in order to ensure that the terms struck are fair to both sides. Formulation capatzlityeled through such
managers, can prove critical in helping them surface and achieve mutual negotiation airegp@mints
of structuring and negotiating alliances possess the knowtdhose thdSA’s design process as the
framework within which its resource base can be strengthened through competent alliance management.
Structuring alliances with partners from overseas is an onerous task due to dissimilar pstceptio

behavioral styles, and goals (Zhou atid 2012). A firm that lacks formulation capability may seek



sustainable resource complementarity with the counterpart, but struggle to create led¢mgyrésourcing
needs due to the complexity of contracting across borders and closing the deal. Irrespe €iiae sof
sophistication in alliance management, cross-border negotiations are fraught with difficulty analifirm
low levels of formulation capability will often find the challenges insurmountable. Negistifrom diverse
national cultures bring different assumptions to the table, and cultural mismatches seped®careful
identification of shared perceptions. For instance, the case of Johns Hopkins Medicine Intertiaional
health care provider, suggests that, even when armed with a highly flexible progragdging ISAs, the
firm must ensure during early communications that its foreign partner has a clear understaadchg
realistic expectations for the project (Thompson, 2012). In sum, we expect formulationityajmabil
complement the role of management capability in creating and sustaining resource complementarity:
Hypothesis 5: Formulation capability moderates the management capability to resource
complementarity relationship such that it becomes stronger as formulation capability increases.
International alliance experience and resource complementarity
We contend that organizational processes and patterns of activity in partnerlomnham to develop
superior interpartner attributes in ISAs (Sarkar et al., 2009). While ssfaliance capabilities are the best
means of internalizing and acting upon existing knowledge, direct experience with alliancesisaeres
that can also be leveraged across alliances (Lambe et al), PG0OR experiences with alliance success and
failure are an important part of the learning experience. Not only is it the caaHlitimate experiences lead
to repetitive activity patterns (i.e., capabilities), but also they may have aefiest on alliance outcomes.
In situations where outcomerednighly uncertain (e.g., in cross-border alliances), experience likely matters
more,asit provides firms with a set of tool or metrics for analyzing ambiguous situatiang&dn, 2006
Although a set of early ISAugdies identified partner firms’ alliance experiences as a possible driver of
performance, the empirical results are at best mixed (Christoffersen, 2013)nRundeevation could imply
that experiences indirectly impact performance via intermediate outcomes, such as intexfpabtmes;
and/or that only relevant experiences help partners to reduce mistakes and make the rightidd@sisns
both initially and in responding to challenges that arise. To this point, the alii@natire has maintained

the importance of distinguishing between various facets of experience (e.g., general vs. partieeaispeci



domestic vs. international) that differentially impact gains across alliancégti(Gavie, and Singh, 2009).
By contrast, alliance capabilities research has taken the view that such capabiliiigether (e.g., as a
higher-order construct) in unlockinglue from “the overall collaborative phenomenon” (Simonin, 1997:
1159). Indeed, empirical studies have shown that alliance capabilities collectively enhandwitheal
outcomes of domestic as well as international alliances (Lambe et al., 2002; Schrein20@9al.,

Here, we focus oa partner firm’s international alliance experience as a driver of resource
complementarity in its ISA. We define international alliance experience as the lessons ledrned a
knowledge generated through tfken’s recent ISAs (Gulati, 1995 Kale and Singh, 2007). The relevance of
this experience facet is twofold. First, prior general experiences with foreigezaare more valuable than
ones with domestic partners when firms seek to gain from the internationalization of idne¢eadictivities.
International alliance experience provides a double-learning opportunity, arising riirfusaving
participated in alliances or doing business in an international context, but in doing both simulyaneousl
(Christoffersen, 2013). Second, because requirements for alliance effectiveness change ovenvitoe, th
of alliance experiences can depreciate (Sampson, 2005). Recent experiences are more likédéyambe re

Firms with higher levels of international alliance experience would be more cognizhatsdfategic
implications of ISAs for their resource baasthey are likely to have a more precise understanding of what
resource combinations are achievable with and valuable to overseas partners, and what amsnbndto
allow them to generate optimal alliance returns (cf. Dyer and Singh, 1998). It is also conchatable t
international alliance experiences provide an information advantage in the search for comptementar
overseas partners. firm’s strong reputation based on a track record of forging ISAs would furnish greater
opportunities to build new links that would, in turn, yield valuable information on fiateartners and
their resources. As well as helping to set up initial conditions of complementary resouheeESA, the
firm’s international alliance experienskould also be conducive to its understanding of how to follow
progress made against task-related criteria tess€elect the overseas partner (Nielsen, 2003). Accordingly:

Hypothesis6: International alliance experience is positively related to resource complementarity.

Trust and ISA performance



The current study defines ISA performance as effectiveness, or the extent to which’shgokgg\and
objectives are achieved (Robson et al., 2008). The cross-border partnerships literasikeadsedkarmeas,
and Bello, 2009) has observed that trust drives effective performance by altering socisiegropdre
international exchange relationship. Such studies have advanced McEvily, Perrone, arid @abagr
theorization that high trust activates particular structuring and mobilizinganens, which improve social
properties for the network of managers and other emplagbars conducting alliance work. Structuring
refers to connections among actors that constitutentéi@action patterns within the alliance’s internal
network. Specifically, McEvily et al. (2003) contegutthat trust enhances the structure of relational
connections by strengthening the density, thickness, and stability of links between the alliance partners.
Density increases due to generalizing or transferring trust from a trusted organizatiomeasf its
members to previously unknown group members (i.e., filling structural holes within theifig&nal
network). Ties become thicker as additional content dimensions are added within a given link between
actors, such as additional partner resources and capabilities. Ties become maoaststesbleduces the
need for instant reciprocation of exchange benefits (Luo, 2002). Rather, trustingvpaul expect equity
to be balanced over time in the ISA.

Whereas structuring creates conduits for engaging in a broader scope of resource exchanges with a
greater number of employesctors within the ISAa partner firm’s actors may require motivating to this
end. Mobilizing“involves motivating actors to contribute their resources to combine, coordinate, and use
them in joint activities, and to direct them toward the achievement of organizational goals” (McEvily et al.,
2003:97). In alliances, mobilizing creates organizational action by inducing emplages to contribute
and integrate their resources as well as openly share the confidential informagissangto work
effectively with their counterparts. Nevertheless, mobilized actions across unféfoikégn) partners that
lack shared interests and perspectives can be difficult to harness (cf. Obstfeld, 2005)

Substantial research on cross-border alliances (e.g., ZhotuaR612) suggests that partners
experience dissimilar perceptions and cognitive styles that create dégcultaccurately evaluating each
other’s thinking, conduct, and behaviors. Indeed, Wong et al. (2017) observed that sociocognitive

differences undermine the interpartner coordination praaxgsdtimately, coordination builds upon



common ground. For ISA partnerships lacking tamsta shared sense of the counterpart’s honesty and
benevolence, managers would not be willing to utilize structuring and mobilizing mechamisvesdome
sociocognitive difficulties and facilitate effective exchanges. Whendmyatlops, structuring and
mobilizing forces are set in motion, and these alter the social properties of tteeldGild necessary
common ground between foreign partners and ineras goal achievement (Robson et al., 2008).

Though the above mechanisimply a positive linear link between trust and performance, we also
theorize a relational over-embeddedness condition suggestive of a curvilineansbiatiBeyond a
threshold, trust produces no additional benefits, or even yields declining performante iatISAs. High
levels of trust can have hidden, negative consequences that limit the effectiveness aticemistegies
generally and ISAs specifically (cf. Joshi and Lahiri, 201%5)inkerpartner trust increases to high levels, the
ISA partners incur greater (objective) risk from their trusting behaviors, butyaeiess relationship risk.
Having trust in the partner encourages the firm to rely less on formal control mechanigrase asin
signal distrust. Such complacency is a natural by-product of trust, leading to underastirhatists and
blindness to unintended consequences (Scheer et al., 2012; Uzzi, 1997). Because the cross-border nature of
ISAs often requires resourcing with an unfamiliar overseas partner, there is a rel@distie that the
counterpart could act in a manner that puts their own alliance interests first.

Further, as trust builds to high levels, interpartner familiaatybreed relational inertia (Scheer et al.,
2012). Under these conditions, the partners are less likely to search for, and respachéb and external
information that challenges alliance-level decisions. Building structuring and mivadpithechanisms in
cross-border alliances is a significantly difficult undertaking. Once forged, the@ondentity and shared
social values can render the firms oblivious to shifts in the conditions that originallyiggte the need for
trust and slow to engage in corrective actions that maintain performance effect{@messet al., 2014).
At the extreme, firms locked-in to their existing ISAs would be inhibited in theityatzlexplore new
partner ties that could yield additional, novel resources. Taking the above argtogetiter, we
hypothesize a nonlinear inverted U-shaped relationship as follows:

Hypothesis 7: The relationship between trust and ISA performance has an inverted U shape, such that
the positive effect decreases after a threshold.



The moderating role of resource complementarity

We posit that resource complementaigtymportant in elevating the positive linear part of the relationship
between trust and performance. Specifically, it elevates the performance relevance ofrgjrantlri
mobilizing forces of trust in ISAgsthese mechanisms alter social properties of the ISA to better
understand and use the partheesources (Saxton, 1997). The over-embeddedness of high trust due to
complacency and/or relational inertia remains a risk irrespective of the levebofaesomplementarity.

First, resource complementarity requires coordination through mutual adjustment, which daieveslac
via social structuring. ISAs often involaesubstantial resource pooling and close connections between th
partners’ associated responsibilities (Lavie et al., 2012). Where the embeddedness of the partners is such
that they completeach other’s task performance by supplying distinct resources and capabilities,
coordination is difficuliasthe complexity associated with complementarity discourages coordination by
standardization. Instead, the overlapping division of duties calls for coordination by miusahadt,
precluding the use of standard rules to govern interactions between interdependent partnerg,(Krishna
Martin, and Noorderhaven, 2006). The greater the complementatity @frtners’ resources, the more
likely that any change one partner makes will affect the other partner in unplanned ways. The socia
structure resulting from high trust enables individuals to engage in broader resource exelitng wider
number of actors, flexibly over time, leveraging the potential for mutual adjustmentfactivefvalue
creation within the ISA partnership.

Second, resource complementarity in ISAs requires partners to share valuable knowledge-intensiv
resources. Exposing these proprietary resources to the counterpart is not with&atimig hard to observe,
value, and protect, knowledge-intensive resources increase the potential for mianddegstconcerning
each partner’s strategic intent and actual resource contributions in the ISA. The difficulty in discerning and
appraising their closely intertwined knowledge contributions threatens the opey slfiaesources and
information among partners and, thus, magnifies coordination difficulties in high-interdepet&i&sce
(Krishnan et al., 2006). Against this backdrop, mobilizing, whereby trusted actors put fears of agportuni
aside to share confidential information and work cooperatively, is necessary to surmoumateiztisions

that hold back joint efforts to coordimdahputs to value creation and goal attainment in the ISA.



Conversely, we expect structuring and mobilizing mechanisms not to play a significanteneébling
trust to enhance the 1S#performance effectiveness when resource complementarity is lagthere is less
need for flexible work coordination and discerning the risks of open sharing of knowledgeeesour
view of these points, and because the over-embeddedness condition is consistent across higaweisl low |
of resource complementaritye predict an inverted U-shaped relationship for both conditions. Specifically,
for high resource complementarity, trissexpected to have a positive link to ISA performance, but to
produce no additional benefits to performance beyond a threshold; and for low resource compigmentari
the relationship should be flatter, with performance lowest at both low and high levelst.of& such:
Hypothesis 8: The positive effect of trust on ISA performance is stronger when resource
complementarity is high rather than low.
METHODS
Research setting
The empirical setting for this study is alliances of German and Austrian firms with a fiianirfeom a
foreign country. Following established practice in the literature on alliance experiergeeS(lati, 1996
and capabilities (e.g., Schreiner et al., 2009), attention was given to identifyingldesailiance manager
to report on the German or Austrian partfian’s alliance capabilities, and on the interpartner attributes and
performance of the chosen ISA. We instructed managers to select a bona fide strategé; iat is, one
connected to the focal partnf@nm’s corporate goals and involving exchange flows and linkages of its
resources with those of the counterpart (Robson et al., 2008). Hence, the sample ISA&gicadiirat
important for the focal partner. Prestudy interviews suggested alliance resamartesked closely if they
are of high importance to a focal firm’s overall resource base! We controlled for the size of the foreign
partner firm, thus taking account of its approximate level of alliance capabilishfiém et al., 2006
In terms of ISA eligibility, the current focus is on two-partner alliances as thesseat the bulk of
ISAs and have behavioral assumptions that differ from those of multi-party alliances. WslfonuSAs

where focal partner firms had more than 250 employees and/or annual sales eX@s&ethiigon. Our

4 The overlap between an ISA’s performance and the focal firm’s alliance portfolio performance is increased by focusing on the
firm’s strategically important ISA. Further, 74.6 percent of the sample firms are involved in five or less ISAs, providing evidence of
a link between the individual ISA and alliance portfolio perfance levels.



study covered a range of manufacturing and service industries. Organizations operating,igalti,
and social sectors were excluded as they are nonprofit driven and have idiosyncratic partnering
characteristics. We studied only honequity ISAs, as relational issues are most impottehntltiances
(Sarkar et al., 2001). Finally, we focused on ongoing ISAs established for at least one yeagnalblich

relational sentiments to develop and variations in alliance performance to occur (Larhp20G£2).

Data collection

Due tothe absence of a complete list for the study’s ISA population, we used a combination of databases
covering German and Austrian firms involved in alliance operations across a range oiesdlke
complementary sources were the AMADEUS, AURELIA, and ORBIS Internet databases, provided by
Bureau van Dijk Electronic Publishing. We randomly selected 1500 firms for inclusion in the Eaatty
was first contacted by telephone to find out whether the firm itself and one of its ISAs mtetiihe

criteria for inclusion. This screening process helped identify the most appropriatédteyaint and
prenotify the execution of the study. Key informants are organizational members who are both able and
willing to provide the information required for the phenomenon investigated. Pre-suryhoteecontacts
resulted in the identification of potential respondents in 640 firms eligible fetulg; that is, they met the
eligibility criteria and agreed to participate.

Data were collected through an online survey. Following the initial telephone call, a link tditiee on
guestionnaire was sent by email to each potential respondent in the 640 firms targeted aftschksb the
guestionnaire to the invitation email for those who preferred offline completion. Afterdaksywa
reminder email was sent out to all those who had not responded. One week later, nonrespondents were
contacted by telephone and encouraged to participate. We received completed questionnaires from 199
firms. Despite our presurvey telephone contacts and explicit instructions at the begirthang of
guestionnaire, several cases did not meet the study criteria: 14 responses came$rontififewer than
250 employees, seven others focused on equity alliances, and another five referred to ISAs egiahkshed
past 12 months. Eight more questionnaires were dropped as they failed a post hoc respondent competency

check. An effective response rate of 26 percent (165 of the 640 eligible firms that releeisad/ey link



was achieved, which compares favorablyrevious alliance studies using surveys of top executives
(Walter, Lechner, and Kellermanns, 2008).

To test for potential nonresponse bias, we compared respondents with a group of nonresponding firms
that hadkuggested they “do not participate” in surveys (n = 557) with regard to employee number and sales
volume. Using a t-test procedure for two independent samples, no significant differerecdeteeted. We
also compared online versus offline responses concerning the study variables and employee size and sales.
Again, we found no differences. Our sample ISAs have an average duration of five years. te60gber
the sample, the focal firm was German and in the remainder Austrian. The foreign allianees @ae
based in Western Europe @641 Central and Eastern Europe ¥4 North America(17%), and South-East
Asia (140). A total of 49 percent of the focal firms anemanufacturing industries and 51 percent in
services. For 80 percent of the ISAs, the focal and partner firniis #re same industry. As heterogeneity in
industry can impact ISA processes, we compared mean responses on the study constructs for alliances where

the focal (or partner) firm was in manufacturing versus services. No significameddés were revealed.

Informant evaluation

The key informant for the vast majority (98%) of sample firms was a seriana@Imanager with board-

level experience. Respondents thus have insights into both corporate-level alliance raahagdmpecific

ISA operations. However, to identify and exclude any unsuitable informants, we employed a post hoc check
on respondent competency. Respondents were asked fieeiat&nowledge of the selected alliance’s

activities” and “knowledge of company-wide alliance activities”, on a scale ranging from (1) “not at all
knowledgable” to (7) “very knowledgeable”. In eight cases respondents smtower than four on one or

both questions, and these questionnaires were dropped (Katsikeas et al., 2009

Questionnaire and measure development

The questionnaire was first developed in English, next translated into German, and then bat&etriats|
English by a separate party. To ensure full consistency, the two versions were cross-checked by three
international management academicians. Measures of the study constructs were developed using prior

research and then evaluated and revised in discussions with ten academic researcheiagpediaiz



areas of strategic alliances and international management who served as expert judgess Revisimade
and consensus reached on the representativengsstofns tapping each construct’s domain. The
relevance of the measures, clarity of instructions and questions, and flow of oioroaés were
established in prestudy, field interviews with six senior alliance executives.

The measures of alliance search (four items), formulation (five items), and manageraetan(s)
capabilities were based mainly 8imonin’s (1997) asgssment of a corporate process approach to alliances,
as well as on scale items used by Kandemir, Yaprak, and Cavusgil (2006) and Schilke and Goerzen (2010).
Our prestudy interviews with executives led to minor changes to the wording of #rasehtt also to the
creation of new items-one for formulation capability and two for management capabilibey felt were
required to augmerhe scales’ relevance.® Consistent with Schreiner et al. (2009), we excluded honesty and
benevolence trust items from our measure of post-formation alliance management capébiiityus this
measure instead on processes or activities wherein a partner firm is adeptgagnemaperation and
coordination in its alliances. Trust is an interpartner attribute induced dlidinealevel by these activities.
Indeed, to ensure that we captured alliance capabilities at the partner-firm level, weeysednipting
sentence, “Please rate your company’s (not your own) level of alliance management expertise in the
following areas:” and the wording of the items did not focus on the chosen alliance (Simonin, 1997).

International alliance experienges captured by asking: “In how many international alliances has your
firm been involved in the past 5 years? (All types including nonequity and joint veritlwes)of alliance
counts is established in the literature, as is the practice of focusing on experiencethwiglaist five years
as being especially relevant to alliance success (e.g., Kale and Singh, 2007).

We adapted our four-item scale of resource complementarity from three measures used by Lambe et al.
(2002) and one from Sarkar et al. (2001). The six-item measure of trust integrated honesty anernoenevol
items (three for each), modified mainly from Voss et al. (2006), but also from Kumaf®2%8). Further,

in line with the ISA literature (e.g., Aulakh et al., 1996; Sarkar et al., 2001), we relied onrmes fza

5 While our prestudy interviews with senior alliance executives suggested modifications to the wording of the items generally,
they also suggested the need to develop these new items to &ettiee ¢he conceptual domain of alliance capabilities. For
instance, an area that surfaced repeatedly was structhiesxecutives suggested the inclusion of an extra item tapping the setting
up of formal governance structures during alliafieenation discussions (“setting up governance structures” in the formulation
capability scale), ahone on how structures, along with broader management procsssesmplemented moving forwards
(“implementation of processes and structures for managing an alliance” in the management capability scale).



report on both partners’ (mutual) trust. Our measure thus adopts the etic view that fundamental
trustworthiness characteristics (e.g., benevolence) are generally applicable across(€ttireand
Gillespie, 201D. Such a view is widespread among ISA trust studies drawing focal partners from a
particular national context (here, Germany and Austria). Although the counterpart firmsomeivierse
countries, the integrative nature of alliance work gives rise to partners continuonalingigheir trust in
the other and, on this basis, trust beliefs between the partners become well calibrateémsiobdnd
(Krishnan et al., 2006). Finally, our four-item ISA performance measure was modified prifraarily
Robson et al. (2008), but also from Bucklin and Sengupta (1993). Our resource complementarity, trust, and
performance scales appeared in a section of the questionnaire focusing on the chosen ISA, and all used the
general prompting sentence: “please rate to what extent you agree with the following statements”.
Several control variables were included in the model to capture possible effecerpariner attributes
and ISA performance of basic mechanisms and characteristics of the alliance and partn&Aidugation
wasmeasured in years using the question: “How long has the alliance been in operation?” (Robson et al.,
2012. Whether or not there was an alliance function was assessthd gigstion: “The company has a
separate unit (e.g., a managerial position or department) to coordinate all alliatedeactivities?” (Kale
and Singh, 2007). The presence of a prior relationship was also captured dichotomously b¥la&king:
your company have any other alliance with this partner prior to this alliance?” (Parkhe 1993). The literature
suggests prior, partner-specific experiences can be a useful counterpoint to general expegences
driving trusting ties) (Gulati et al., 2009), even if they would seem of less relevar®kste-ds these
commonly involve first-time partnerships. Partner size was assegasking for the “Company size of
alliance partner (approximate number of employeésghilke and Goerzen, 2010).
Using items asking for the “Nationality (country) of alliance partner” and “Industry of alliance partner”,
we developed a set of country and industry dummies: for three of the four main types offjpartner
national origin (i.e., Western European partner, Central and Eastern European partner, and North American
partner), and whether the focal firm was in the service sector as opposed to mangfdeinaily, cultural
distance was computed using the Euclidian distance meaiskiogut and Singh (1988), which is an

aggregate oHofstede’s original four dimensions of culture (i.e., power distance, individualism, masgulinit



and uncertainty avoidance). Distamveas calculated based on deviations frGarmany’s (or Austria’s)
scores on the four dimensions for each country of the partner. Deviations were corretifésléoices in
the variances of each dimension. Our measures and their validation statistics are mepauéal 1.

Insert Table 1 about here

ANALYSIS AND RESULTS

Measure validation

We estimated two measurement models (see Table 1). The first contained 17 items méasaltiagde
capability components, international alliance experience, and the continuous-scale controls I8/ ahuolat
partner size. Error terms for the three single-item constructs were set at 0.10. The secondntaidet]

14 items capturing resource complementarity, trust, and ISA performance. Our analyses were performed
using elliptical reweighted least squares (ERLS) estimation in EQS, which yields unbiasedtpar

estimates for multivariate normal and nonnormal data (Sharma, Durasula, and Dillon, 1989).

In the alliance capabilities, experience, and controls measurement model, the chi-sgsidcdsstati
significant §?107)= 230.04, p = 0.00) as might be expected because of its sensitivity to sample size. The
other goodness-of-fit indices (normed fit index (NE6.94 comparative fit index (CFE 0.97; root mean
square error of approximation (RMSEA).08 standardized root mean square residual (SRMR) = 0.05;
and average off-diagonal standardized residual (AOSR) = 0.04) suggest that the model fits thé data wel
The interpartner attributes and ISA performance measurement model also yields a gabé fitatay?z4)
=156.47, p = 0.00NFI = 0.94 CFIl = 0.97; RMSEA = 0.08SRMR = 0.08; AOSR = 0.06). In both models,
items load heavily on their posited constructs and have t-values greater than 7.93. Compoditg aglthbi
average variance extracted (AVE) scores of all multi-item constructs are wedl m@movnmended cutoffs
0.70 and 0.50, respectiygFornell and Larcker, 1981). In sum, the measures have satisfactory convergent
validity. They also possess discriminant validéggthe AVE for each construct was found to be greater than
the squared correlation between that construct and any other construct in the model (Fornell and Larcker
1981). Table 2 presents the correlation matrix and summary statistics of the measures.

Insert Table 2 about here



Hypothesis testing
The present study uses ordinary least squared (OLS) regression analysis to test thecbySapasate
regression models were estimated for the three dependent variables, resource complennmastasiby
ISA performance (see Table 3). In line with Nielsen and Rassv@@18: 962) call for international
business, regression tygadies to report “an empty model with control variables firsbur Model 1,
Model 3, and Model Included only control variables’ effects on resource complementarity, trust, and ISA
performance, respectively. The next step involved adding the predictors of interest, ikMdddel 4,
and Model 6, in order to test the hypotheses. Mean-centering was used in the resource conmiplendntar
ISA performance regressions as they involved interaction and/or quadratic terms. The dissriddfeil
variables have been inspected and no serious departures from normality were found. For exam@le, the Q-
plots of all variables are straight (Lim, 2013). The residual patterns and collinearity diagnostiessaer
examined, and no evidence of multicollinearity or heteroskedasticity was detectedg€kevariance
inflation factor (VIF) in the regressions was 2.53, which is below even the strictest standard 8.3)
given by statistical methodologists for the cutoff (Kock and Lynn, 2012). The presence of low \é&iscor
our regressions (see Table 3) means that, for instance, correlations in the 0.55 to 0.68 ranfeamong
capabilities do not equate to multicollinearity and confound the results (Nielsen and Raswant, 2018).
Insert Table 3 about here

The results do not support H1, as the search capabilitysource complementarity coefficient is
nonsignificant § =0.12, t = 1.17, p = 0.24). Management capability is positively related tofira€.80,t
=2.78, p = 0.01) and resource complementafity .22, t = 1.98, p = 0.05), as per H2 and H3,
respectively. The results suggest search capability x formulation capabiktyatvely linked to resource
complementarityf{ = -0.21, t = -2.00, p = 0.05), providing support for H4. The management capability x
formulation capability— resource complementarity relationship is positfre 0.27, t = 2.58, p = 0.01), in
line with our H5 prediction. Formulation capability itself is not associated with resourceeroanbrity(3
=-0.01, t=-0.13, p = 0.90H6 is supported, as international alliance experience is positively related to
resource complementaritg € 0.18, t = 2.24, p = 0.03). H7 is also supported, as trust squared is associated

negatively with 1ISAperformance (f =-0.30, t = -4.21, p = 0.00). The linear trust term is positively



associated with ISAerformance (p = 0.21, t = 2.75, p = 0.01Resource complementarity x trust is
positively linked to ISAperformance (B =0.17,t = 2.48, p = 0.01), as per H8. Resource complemerigarity
positively linked to trust ( = 0.38, t = 4.82, p = 0.00), and to I$&rformance (f = 0.49, t = 6.69, p = 0.00).

The control variables contributed just one significant effect in the models withettiietprs of interest
ISA duration is positively connected to ISA performa(fte 0.21, t = 3.66, p = 0.00). Alliance function,
prior relationship, partner size, the country and industry dummies, and cultural distanco® eixgmificant
effects (p < 0.05). Prima facie, the lack of prior relationship effects may bmutdttito that only a small
proportion of our sample ISAs (22%) were predated by another alliance with the particer, ma that
our dichotomous measure of prior relationship did not focus on the recency of prior ties. Mdtliseem
that partner-specific experiences and basic functions responsible for capturimgéxistvledge, are poor
proxies for capabilities in the development of ISA-level resources and performanoei(6it®97).

Figure 2 depicts the moderation effects identified (Aiken and West, 1991). Plot é8)g¢hat search
capability enhances resource complementarity when formulation capability is lewtreth high.
Formulation capability thus interruptsarch capability’s task of producing a fundamental fit j@frtners’
resources. Plot (B) suggests high formulation capability is required for magaigeapability to positively
shape resource complementarity. In the absence of formulation capability, management capabilitg lack
capacity to enhance resource complementarity. Plot (C) depicts the resource complementarityomotierati
the quadratic performance effect of trust.

Insert Figure 2 about here

Supplementary analyses

We performed a set of supplementary tests to examine the sensitivity of our findings andaliézrative
explanations. First, although previous studies have asserted that cultural distance betpaendis leads

to interaction problems in ISAs and can dampen interpartner attributes (Nielsen anga@uget?2; Ren et

al., 2009), we found no such effects. Still, this finding could be linked to our distansarmdeollowing
recommendations for using multiple, objective distance measures when studying the management of cross
border operations (Ambos and Hakanson, 2014), we employed three other distance measures. As noted

above, our control variable, cultural distance was computed using the Euclidian distance mea$ietke speci



by Kogut and Singh (1988) aritbfstede’s original four dimensions of culture (CD4). We used the same
approach to create a cultural distance measure that onlyédgoder distance and long-term orientation
(CD2); the latteis a more recent addition Hofstede’s dimensions. The ISA literature (Choi and

Contractor, 201phas treated these tvasthe most closely related to governance issues. We then developed
a measure including all five dimensions (CD5). Finally, we tapped geographic distarjosi€gEPII’s
pair-wise measure based on the log of kilometer distdrtesen the countries’ most important cities.

As dealing with cultural distance is a facet of alliance management capdaiitityr(in, 1997) and such a
capability can help overcome distance issues generally, the role of management capabilkig migfe
important under conditions of high distance. We thus reran our resource complementarity and trust
regression models adding distance and management capability x distance for each distance measure (i.e.,
CD2, CD4,CD5, and GD) in turn, due to multicollinearity issues. We did not observe any significanit effe
of distance on resource complementarity or trust. The largest direct effect coeffigsefar CD2— trust (
=-0.12,t=-1.38, p = 0.17). The largest interaction effect coefficient was for management gap&aiilit
— resource complementaritp € 0.11, t = 1.45, p = 0.15). Further, we theorized that both search capability
and international alliance experience provide an information advantage in the search for complementary
overseas partners. Because distance creates an information barrier between ISA padulerglay a
moderating role here. We reran our resource complementarity regression adding distache;apability
x distance, and international alliance experience x distance for each distance measyrdum tar
multicollinearity issues. The largest interaction effect coefficient was &oclseapability >GD — resource
complementarity = 0.15, t = 171, p = 0.09. Hypothesized paths remained stable across all these models.

Second, although alliance scholars have equated strong relational ties with the level of trusalgpecifi
(Lioukas and Reuer, 2015), others (e.g., Lépez-Duarte et al.) Baié® argued that trust and commitment
beliefs are essential threads in the fabric of any ISA relationship. Hence, we reran our regissgians
higher-order relational capital construct, comprising the average of trust and affectivigroentr{four-
item scale based on Skarmeas, Katsikeas, and Schlegelmilch, 2002) scales. We found that the path
coefficients for relational capital are consistent with those observedi$brwith two exceptions. The

results do not support that resource complementarity x relational capital is positiketytto performance



(B=0.12,t=1.46, p = 0.15). The control variable partner size becomes influential in that it hasiseneg
connection to relational capitgd =-0.16, t = -2.20, = 0.03.

Third, the alliance governance literature argues that partner firms may deliberatelytopburtat trust
as a means of achieving satisfactory performance levels (Zhou and Xu, 2012). Since trust exists between
partner firms, it could be a choice of the partners that is not randomly assigned acrosglineGrathis
basis, it is possible that development of trusting ties is susceptible to the seibsddies source of
endogeneity (Christoffersen and Robson, 2017; Robson et al),2B@&ontrast, it is highly unlikely that
there would be the deliberate taking of a high or low position of resource complementarity in and8A, si
these partnerships by definition necessitate resdiaws and linkages (Makino and Delios, 1996).
Following Garen’s (1984) approach to selectivity-bias correction with a continuous control variable, we first
constructed a correction term from a trust regression equation and, in a second stage, includedttbe corr
term in the ISA performance regression (Carson and John, 2013). Measures of alliance capabilities,
international alliance experience, resource complementarity, ISA duration, alliance funaion, pr
relationship, partner size, and the other controls were deployed as regressors instagiéinstodel. The
output from this model was used to calculate that a firm with a certain set of attrilbbuldsopt for a trust
approach. Using a weighted least squares procedure, we estimated the second-stage ISA performance
equation: Y = B0 + Bly + B2S + yIn +y2Sn + {, where B0 is the intercept,  is resource complementarity, S
is trust, 1 is the predicted error from the trust equation (stage one), and ( is the error term. The results
revealed that theust coefficient remains positive and significant (2 = 0.28, t = 2.04, p = 0.04), while the
terms involving trust residuals were nonsignificant (y1 =-0.04, t = -0.32, p = 0.7&nd y2 =-0.21, t = -1.34,
p = 0.18), which suggests unobserved factors have no significant effects on tipetfashance link.
Thus, trust desnot appear to be subject to selection bias-related endogeneity, and it is appropriate to use

more efficient, OLS regression procedures to test the study hypotheses.

6 We acknowledge that identification of the source of endogeisedtynatter of judgement (Ketokivi and Mcintosh, 2017). Indeed, a
second source could be the simultaneous causality of trust and ff8Ammnce (Mohr and Puck, 2013is is unlikely to be the

case here for three reasons: (1) our conceptualization of ISAmparfoe focuses on effectiveness, which has been theorized
consistently as an outcome of trust in the partnerships literature (Ralptadi., 2006); (2) the honesty and benevolence items we
used to tap trust are removed from competence and reliability fdrimssbthat could more easily be driven by ISA performance;
and (3) shadow of the future, not the past, is more strongly liaketillingness to rely on trust in partnerships (Bidault et al., 2018



Fourth, gathering cross-sectional data from key informants using perceptual measures creates the
potential for common method bias (CMB) to be an explanation for relationships observed irdthis stu
Therefore, we employed ex ante procedural controls limiting CMB, but also ex postaiaistilyses of its
effects (MacKenzie and Podsakoff, 2012). We used procedures to increase: thefaleidipondents to
answer questions accurately (e.g., reducing item ambiguity via pretests and recruibingliézmce
managers with board-level experiences as key informants); their motivation to answengquesturately
(e.g., selling the importance of the study in its cover letter); and the effort theylfaneawswering
stylistically (e.g., mixing up question response fornitathie questionnaire).

We used the common method factor technique, via EQS, to assess the extent to which CMB influences
results. Such a procedure is conceptually rigorous when one cannot identify the specifiofsGivBe
(MacKenzie and Podsakoff, 201LZomplicated moderation and quadratic effects are unlikely to be
artefacts of CMB sincthey do not readily form part of respondents’ theory-in-use (Abdi and Aulakh, 2014)
Because tesfor CMB using structural equation models require direct effects, but also multi-item construct
measures (Robson et al., 2008), we estimated the impact of such bias on management eapatstipnd
management capability> resource complementarity; that is, our accepted direct effects hypotheses,
involving multi-item measures. The path estimates for management capabtlipst and management
capability— resource complementarity ar&88(t = 3.47 p = @M0) and 0.24 (t =2.73, p = 0.01)
respectively, in the constrained model, and 0.33 (t = 3.83).0) and 0.27 (t = 2.13, $0.03,
respectively, in the unconstrained (method factor) model. Hence, CMB does not exphain plaghis and
appears not to be an issue of major concern in this study.

Fifth, due to the complexity of our conceptual medtie lower-order representation of alliance
capabilities and their separate interaction effects prodaicgldtively large number of hypotheses, on top of
the control variable effectswe used OLS regression analyses to test the hypotheses. However, regressions
cannot test all the hypothesized links and control effects simultaneously, or take atcourglations
among exogenous variables. As the measurement models fitted the dataevested the proposed model
using the path analysis option in EQS. Path analysis increases the sample size to pestamaties ratio in

order to produce reliable results. The path coefficients in the path analysiselsepyéndix) are fully



consistent with those of the OLS regressions. The goodness-of-fit statisticg¢e,g.43.47; NFI = 0.96;

SMRM = 0.03 are satisfactory for a complex model with many structural links.

DISCUSSION
There is agreement in the alliances literaturedlpattner firm’s alliance capabilities can positively
influence the resources and performaocmdividual ISAs (cf. Schreiner et al., 2009). However, little
research has considered the nexus between the alliance capability and interpartner atttibsites o
literatures, an issue that we are concerned with in the present study. In addresgaq thir study reveals
dissimilar direct and contingent effects of different types of alliance capadilitishaping resource
complementarity and trust in ISAs. We also observe that resource complementarity and trest intars
manner that enhances ISA performance. The findings add to theory development in important ways.

Prior alliance research has argued that a mixture of resource complementarity asdeusted in an
ISA to enhance partnership outcomes, but stops short of unveiling how partners might achieve this (Baum et
al., 2012). Specifically, interpartner attributes research (e.g., Tiwana), l2898sserted that the potential
for producing novel resource combinations in partnerships is neglected by strong trust, wegretential
for integrating novel resources is undermined by strong resource complementarity. Resource
complementaritis benefits are unstable over time due to learning effects and the cost of maintaining
complementary resougs(Contractor and Woodley, 2015). Moreover, developing trust in cross-border
alliances is challenging, as the partners need to be able to reconcile their unique perspectdesep,
and cultures to engage fully in joint value creation (Abdi and Aulakh, 2012, 204#¥)esident from the
study sample, ISAs often lack prior relationship®ugh which to stimulate trust development; firms cannot
easily turn to their existing alliances for potential partners (cf. Zhong et al., Zxmpared with domestic
alliances, ISAs add idiosyncratic resource profiles to participating firms but regestegeffort to support
interactions between remote exchange partners (Joshi and Lahifi, 1% developing resource
complementarity and trust in order to form a complementary resource mix and then leverage pooled
resources, is a particularly challenging undertaking in ISAs (Lavie et al., 2012).

In response, the present study departs from extant interpartner attributes research (iietsetesgan,

2012 Tiwana, 2008by showing that firms possessing alliance capabilities are better able to develop both



resource complementarity and trust in their ISAs and deploy them in a coordinated and performance
enhancing manner. While the resource-based perspective suggests firms use alliance capaisilgldish
and manage ISAs that have the ability to furnish them with resourcestteedirengthen their competitive
positions, it does not address the ISA partners’ willingness to share desired resources in a cooperative way.
We maintain that a firns alliance capabilities are pivotal in the development of an embedded ISA, with
high resource interdependence. Such ISAs stimulate partners’ expectations of high-quality interactions,

based on the deployment of complementary resources, facilitating the attitudinal convergeatcar{Gul
Sytch, 2007) necessary for generatingtteund leveraging its performance relevance. We add to the extant
literature by showing that resource complementarity jumpstarts the stronger coepmiatitation and

sense of common ground important to developing trust in ISAs (cf. Bidault et al., 2018), and positively
conditions the performance relevance of trust. The study observes, for the first tirttee thfficulty of
deploying trust in ISAs also lies in that it has an inverted U-shaped relationship with pe&xderm

Much of the literature on alliance know-how has emphasized basic assets and mechanisms (efg., types
alliance experience and the alliance function), with relative disregard of thequalcaspects of
capabilities (Sarkar et al., 2009). Unlike such resources, alliance capabiitescally complex routines
that purposefully extract value from alliance work. The relatively few alliance pafae studies that
directly capture (i.e., explicitly measure) the role of alliance capability processegptualize them as a
higher-order factor or as a composite aggregating across dimensions (e.g., Lambe et al., 2082ndchil
Goerzen, 2010). Indeed, conceptualization of firm-level alliance capability as a dynamic process, in
particular, promotes the notion of a meta-capability that builds new first-order resouteetS#H tevel
(Fang and Zou, 2009). Further, alliance capability studies have more ofteedooysost-formation
management processes than on alliance formation processes (Johnson et al., 2004; SclreR@09).

The dominance of higher-order and aggregated conceptualizations of alliance capabilityarathes
(Lambe et al., 2002; Schilke and Goerzen, 2010) is predicated on the assumption that capabilitg processe
acttogether in enhancing alliance outcomes. However, such thinking could underestimate thibydifficu
harnessing capabilities to advance a given ISA business (Wang and Rajagopalan, 2015). While there are

reinforcing effects among alliance capabilities, there can also be crowding-out effegisrbeapabilities



with different strategic priorities that make the simultaneous achievemeagganfrce complementarity and
trust in an ISA difficult. Our novel theorization builds from the complements sexdostitutes, interfirm
relationship governance literature (e.g., Bidault et al., 2018; ZhoX@r20D12), which has yet to utilize
resource-based rationale. The present study contributes new knowledge by disaggregatag all
capabilities into core processes that variably flow together in building inteeparttributes in an ISA. The
results suggest not only that alliance search, formulation, and management capabilititssivailar
patterns of effects to the attributes, but also that formulation capability complemdmBsets the other
capabilities in resolving and creating tensions from deploying both resource compléynanthtrust to
strengthen the ISA. That formulation capability has this double-sided effectrceinthe importance of
decomposing alliance capability into components in order to unpackrttezplay (Sarkar et al., 2009).
Lastly, consistent with our disaggregdview ofa firm’s alliance know-how, we observe that lessons

learned through international alliance experience can drive resource complementarfigapeci

Managerial implications
The findings have important implications for ISA management. Firms have long faceditudtylibf
developing holistic approaelto alliances that simultaneously utilize resource complementarity andotrust t
enhance performance. Such an endesveven more challenging in cross-border alliances that, more often
than otherwise, lack the context of prior collaboration between the partnersdigbarthe most
straightforward strategy for firms to follois' to focus either on exploiting their own resources through
linking to an overseas partner that possgessarce and valuable resources critical for their prosperity (i.e.,
resource complementarity), or on exploiting resourcemisA through close relational bonds (i.e., trust).
Managers should however note that such a stragesmboptimal as we find that both resource
complementarity and trust drive ISA performance, and these effects are not independent of one another
We unveil that trust affects performance of the ISA through structuring and mobilizing mechanisms
(MckEvily et al., 2003), which serve to improve social properties for the network of eraregd other
actors conducting alliance work. Nonetheless, as trust builds to high levels, interfsamihiarity can breed
relational inertia. Firms that are over-embedded in their ISAs would be inhibited in thigirtal@xplore

new partner ties that could yield additional resources. Managers should note that the nagurevefted



U-shaped relationship of trust with ISA performance depends on the level of resource compligméfetari
reveal that structuring and mobilizing mechanisms play a stronger role in enabling &tisielve superior
performance outcomes when resource complementsidtya high level, since there is more need for
flexible work coordination and discerning the risks of open sharing of knowledge resourbescdsé of

low resource complementarity, because there is less need for mutual adjustment and fear ofiogefh shar
resources and information among partners, the observed®&fgterformance relationship is flatter. The
results also indicate that resource complementarity drives-thesice, underscoring the crucial role that
resource complementarity plays in enabling trust to create value inH8# is the stronger predictor of
variability in ISA performance. In sum, partner firms that focus on the performance relevance of both
interpartner attributes, despite the complexities of doing so, can expect to see sBpeavisicbmes.

Firms can become better at building and managing across resourcing and trusting bonds by using their
alliance capaubilities. It is vitally important for firms to appreciate théreint alliance capabilities play
nonequivalent roles in developing interpartner attributes in individual ISAs. As svediLaioning managers
against ovenggregating alliance capabilities’ effects on attributes, we assert that divorcing these effects
from each other is injudicious given their possible interplay. Management capabilitygipditiks to
resource complementarity as well as trust, and seems the best solution to tensions betwéekghthem
formulation capability is required for management capability to positively shape resource centptéy
in particular. Firms with formulation capabilities are well placed to leverage managesmpebilitiesto
build valuable resource combinations in ISAs. Such firms are able to use the ISA design processnas a m
of initially reconciling and integrating the resource requirements of the partners, anteakanism for
ensuring continued resource interdependency. By contrast, search capability has a nonsigaificafifiect
on resource complementarity, but a positive link exists when formulation capability is low.cBRjpatse at
setting up governance structures, handling technical aspects of contracts, and negotiatimglueaid
that ISA agreements move away from the best fitting combination of pamtesourcs, identified when
scoping the alliance opportunitylanagers’ emphasis on alliansetechnical aspects and governance
structures seems to have hidden costs, insofar as disappearing into the details offigramul&A can

distract from the strategic priority afing search capability’s information advantage to identify partners



with complementary resources and set up new ISAs that create and deploy resource compatibilities to
underpin goal achievement.

In sum, firms need to comprehend potential tradeoffs of formulation capability with othbiliti@sa
when developing ISAs-acknowledging that it complements the role of management capability, but crowds-
out the role of search capability, in building resource complementarity. This nuancplhynodr
formulation capability with the other capabilities complicates its deployment asnéngfeatool for
augmenting key interpartner attributes. Yet, firms should not treat formulation dgpeba risky
investment and withdraw from using it, unless it has good cause for doing so (e.qg., a relevant skills gap or
weak legal institutions), since management capability requires it to drivegesmmplementarity and this
is the stronger of the two moderation effects. Pragmatic responses are needed to the probtaeratdfor
capability undermining sech capability’s role in producing fruitful ISA resource combinations. This could
involve using international alliance experience to replace the information ageangchanism
underpinning the search capability to resource complementarity relationship. The studystegdst
international alliance experience is a driver of resource complementarity, in support of digresstet
such experience can help to set up initial conditions of complementary resources in the ISAqllwd to

progress made against task-related criteria used to choose the overseas partner (Nielsen, 2003)

Limitations and further research

Caution should be exercised in attempts to generalize from our find@limgstudy was conducted within the
context of nonequity ISAs of German and Austrian partners with counterparts fromrkMestope, Central
and Eastern Europe, North America, and South-East Asia. We maintain that developing resource
complementarity and trust to form a potentially synergistic resource mix and then levesagestierces,

is markedly problematic in ISAs as these arrangements often require linking to unfamiliaa®yarseers.
Testing the external validity of our findings requires replication studies. Comparing i$As sample of
domestic alliances would add variation to the data and enable further scrutiny of dioresdewould also
be valuable to replicate or refute the study results in equity ISAs, and in cross-border dhiasiees) a
prior relationship. For instance, given their contrasting formality levetspissible that equity and

nonequity ISAs differ in how they use formulation and management capabilities. Repeated |S#& betw



the same partners can become inert to outside options and struggle to leverage resource contpl@hentari
Scheer et al., 20)2

The resource-based, ISA formation argunigtthat firms pursue these partnerships to achieve resource
configurations in which the value of their idiosyncratic resources is maximized. Theulieesuggests firms
form cross-border alliances with the purpose of developing resource synergies witliatiggirtnes
(Makino and Delios, 1996gsconfirmed by the high and low mean scores of resource complementarity and
prior relationship, respectively, in our study. Indeed, 97 percent of the ISAs covered more than one
functional area, suggesting the potential for complementary resource contributions ¢t \chfiie
activities. Unlike these evidently complementary alliances, a second type of allianceizegpblasining
economies of scale for partners pooling similar resources. Future work might aim to unvednalietnce
capabilities also lead to better ties with scale partners.

Another limitation concerns the cross-sectional nature of the study, which restrietsility to make
causal inferences. Although the ordering of the variables in our model reflects the likelgfabhaents in
ISA development and is anchored by resource-based theory (e.g., partner firm-level capedditiggo
alliance-level resources with performance benefits), certain of the relationshipygadite.g., trust
performance (cf. Mohr and Puck, 2013)) may be reciprocal. Still, robust longitudinal reise&éh
contexts involessignificant sustained cooperation by executives serving as key informants over time. Our
prestudy interviews revealed that the senior alliance managers targeted commonly aneguorilhable to
participate in the study on multiple occasions. Further, the results may be biased as a résglsiofigles-
informant data to test the hypothesized links; which is a common problem in studies drootess-
interfirm relations. We would ideally have added a second source from the overseas abuotegpaur
mutual trust construct. Howevergweployed procedural controls to limit CMd our ex post statistical
analyses indicated that such bias is not a major concern in the study.

Although there is much to learn from this early study of how alliance capabilities intergegding
diverse interpartner attributes in ISAs, important issues require furthker Besed on the relationship
governance literature (Abdi and Aulakh, 2014), it would be interesting to investigate wéndtreal

factors (e.g., country institutional factors) condition how different capabilitypooents work together, or



the converse, in augmenting key partnership attributes. Given the lack of a main-effexigieip between
search capability and resource complementarity, future research might derive insigtegdmining
alternative conceptualizations of search capability. It is unclear whether and howeasmuplementarity
(and even trust) effects of search capability change across proactive versus reactierseesses, or
specific domains of search such as horizontal versus vertical exchange linkages. Sfotiiaglyesearch
could usefully expand upon our complements versus substitutes framing of alliance capability effects by
unpacking formal and relational governance capabilities (e.g., contractual governance, centraliabd c

communication, and bonding processes) (Schreiner et al., 2009; Zhou and Xu, 2012).
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Table 1 Measures and Validation Statistics

Stand.
Factors and Items Loading | t-value
Measurement Model 1: Alliance Capabilities, Experience, and Controls
Search Capability (CR = 0.89, AVE = 0.68Y;items from Kandemir et al. (2006), Schilke and
Goerzen (2010), and Simonin (1997)
Understanding strategic implications of strategic alliances 0.75 10.37
Monitoring the environment for potential alliance partners 0.87 12.75
Identification of potential alliance partners 0.90 13.44
Proactively approaching firms with alliance proposals 0.77 10.81
Formulation Capability (CR = 0.90, AVE = 0.63);items from Simonin (1997)
Dealing with legal aspects of strategic alliances 0.81 11.52
Estimation of financial return 0.75 10.36
Setting up governance structures 0.78 10.92
Understanding tax aspects of collaboration 0.76 10.52
Closing the deal 0.87 12.79
Management Capability (CR = 0.91, AVE = 0.66Y;items from Schilke and Goerzen (2010) af
Simonin (1997)
Implementation of processes and structures for managing an dliance 0.81 1148
Managing conflict in strategic alliances 0.85 12.52
Coordination of activities between alliance partners 0.85 12.44
Managing cross-cultural aspects in strategic alliances 0.74 10.18
Monitoring of alliance progre$s 0.82 11.75
International Alliance Experience
In how many international alliances has your firm been involved ipdke5 yearsPAll types...) 0.94 14.84
ISA Duration
For how long has the alliance been in operation? 0.95 15.25
Partner Size
Company size of alliance partner (approximate number of employees) 0.99 16.61
Goodnessef-Fit Statistics:
¥?07) = 230.04 p = 000; NFI = 0.94; CFI = 0.97; RMSEA = 0.08RMR = 0.05; AOSR = 0.04
Measurement Model 2: Interpartner Attributes and ISA Performance
Resource Complementarity(CR = 0.84, AVE = 0.57Y;items from Lambe et al. (2002) and
Sarkar et al. (2001)n this alliance, the partners...
...contribute different resource and/or capabilities to the relationshipé@to achieve mutual
goals 0.66 7.94
...have complementary strengths that are useful to our relationship 0.75 9.39
...each have separate abilities that, when combined together, asablachieve goals beyond
our individual reach 0.79 10.06
...highly value the resources and/or capabilities brought into theredmyuthe partner 0.82 10.70
Trust (CR = 0.89, AVE = 0.58J;items from Kumar et al. (1995) and Voss et al. (2006); In thi
alliance, both partners...
...would go out of their way to make sure the other party is not dahwagearmed in this
relationship 0.74 9.18
...look out for the interest of the other party 0.74 9.47
...feel that the other party is on their side and vice versa 0.76 9.75
...are always frank and truthful in dealing with the other party 0.82 10.80
...usually keep the promises they make to the other party 0.67 8.34
...can count on the other party to be sincere 0.85 11.48
ISA Performance (CR = 0.87, AVE = 0.63Y;items from Bucklin and Sengupta (1993) and
Robson et al(2008)
Overall, the alliance has achieved its set goals or is on the right trackdwesith goals 0.80 10.41
The time and effort spent by the partners in developing and maimgtair@ralliance has been
worthwhile 0.84 11.26
The working relationship with our alliance partner has been effective 0.82 10.75
This alliance has not been effective enough [Reversed] 0.73 9.18
Goodnessef-Fit Statistics:
¥%74)= 156.47p = 000; NFI = 0.94; CFI = 0.97; RMSEA = 0.08RMR = 0.08; AOSR = 0.06

Note. CR = composite reliability; AVE = average variance extraciéacludes controls assessed in the questionnaire using
continuous measurgiScale anchored by (1) “No expertise” and (7) “Extensive expertise”; ¢ New item ¢ Scale anchored by (1)
“Strongly disagree” and (7) “Strongly agree”.



Table 2 Correlations and Summary Statistics

Measures 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16

1 Search Capability

2 Formulation Capability 0.55

3 Management Capability 0.56 0.68

4 International Alliance Experienee 0.30 0.18  0.29

5 Resource Complementarity 032 023 032 0.29

6 Trust 0.10 0.11 0.30 0.11 0.40

7 ISA Performance 0.19 0.13 0.30 0.15 0.60 0.55

8 ISA Duratior? 0.09 012 015 0.12 0.16 0.03 0.25

9 Alliance Functiofi 0.22 0.17 0.19 0.21 0.08 -0.02 -0.05 -0.01

10 Prior Relationship 0.16 004 0.02 013 0.00 -0.08 0.04 0.08 -0.04

11 Partner Size 0.31 0.12 0.10 0.22 0.22 -0.07 0.10 0.11 0.30 0.17

12 WE Partnet -0.15 -0.12 -0.03 -0.18 -0.03 0.09 0.10 -0.04 -0.10 -0.02 -0.12

13 CEE Partnér -0.09 -0.010 -0.06 0.04 -0.12 -0.06 -0.15 -0.07 -0.11 -0.02 -0.16 -0.39

14 NA Partnef 028 012 019 024 014 009 008 008 021 003 023 -041 -0.19

15 Service Industry 0.27 0.14 0.02 0.06 0.02 -0.08 -0.05 -0.21 0.21 0.12 0.17 0.04 0.11 0.06

16 Cultural Distance -0.15 -0.02 -0.09 -0.08 -0.11 -0.13 -0.13 -0.03 -0.12 -0.05 -0.06 -0.28 050 -0.27 -0.21

Summary Statistics

Range 1.5- 1.4- 1.4- 0.0- 2.0- 1.2- 2.2- 0.0- 0/1 0/1 2.3- 0/1 0/1 0/1 0/1 0.04-
7.0 7.0 7.0 3.9 7.0 7.0 7.0 4.6 12.8 6.06

Number of Items 4 5 5 1 4 6 4 1 1 1 1 1 1 1 1 1

Mean 4.81 4.47 4.33 1.48 5.43 4.85 5.26 1.62 0.42 0.22 6.71 0.45 0.15 0.17 0.51 1.63

Standard Deviation 1.26 1.26 1.20 0.91 0.91 1.17 1.05 1.02 0.49 0.42 2.46 0.50 0.36 0.38 0.50 1.45

Note. WE = Western EuropesCEE = Central and Eastern European; NA = North Ameyfoar 165° A logarithmic transformation was used to reduce the varjdmiehotomous

measure.



Table 3 Regression Analyses

Determinants of Resource

Determinants of ISA

Complementarity? Determinants of Trust® Performance?
Independent Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Control variable effects
ISA Duration 0.13 0.08 0.02 -0.05 0.23 0.21
(1.65) [0.10] | (1.11)[0.27] | (0.25)[0.80] | (-0.68) [0.50] | (2.94)[0.00] | (3.66) [0.00]
Alliance Function -0.08 -0.07 -0.02 -0.04 -0.09 -0.09
(-0.10) [0.92] | (-0.94) [0.35] | (-0.18) [0.86] | (-0.57) [0.57]| (-1.10) [0.27]| (-1.42) [0.16]
Prior Relationship -0.06 -0.08 -0.07 -0.04 -0.00 0.02
(-0.70) [0.48] | (-1.06) [0.29]| (-0.85) [0.39]| (-0.55) [0.58] | (-0.05) [0.96]| (0.43)[0.67]
Partner Size 0.19 0.14 -0.50 -0.11 0.09 -0.02
(2.18) [0.03] | (1.72)[0.09] | (-0.58)[0.56]| (-1.34)[0.18]| (1.07)[0.29] | (-0.28)[0.78]
Western European Partner -0.02 -0.01 0.14 0.11 0.12 0.06
(-0.21) [0.84] | (-0.06) [0.96] | (1.35)[0.18] | (1.10)[0.27] | (1.16)[0.25] | (0.84)[0.40]
Central and Eastern European Partr -0.56 -0.08 0.08 0.08 -0.03 -0.04
(-0.54) [0.59] | (-0.82) [0.41]| (0.80)[0.43] | (0.82)[0.41] | (-0.33)[0.74]| (-0.57) [0.57]
North American Partner 0.06 -0.01 0.15 0.09 0.09 0.01
(0.58) [0.56] | (-0.12)[0.90]| (1.47)[0.14] | (0.94)[0.35] | (0.92)[0.36] | (0.13)[0.89]
Service Industry 0.20 -0.01 -0.10 -0.07 -0.02 0.04
(0.23) [0.82] | (-0.01)[0.99]| (-1.14)[0.26]| (-0.84)[0.40]| (-0.21)[0.84]| (0.67)[0.51]
Cultural Distance -0.06 -0.03 -0.12 -0.09 -0.06 0.03
(-0.57) [0.57]| (-0.27) [0.79]| (-1.20) [0.23]| (-1.04) [0.31] | (-0.64) [0.53]| (0.44) [0.66]
Main effects
Search Capability H1:0.12 -0.09 -0.00
(1.17) [0.24] (-0.84) [0.40] (-0.01) [0.99]
Formulation Capability -0.01 -0.09 -0.12
(-0.13) [0.90] (-0.86) [0.39] (-1.55) [0.12]
Management Capability H3:0.22 H2:0.30 0.14
(1.98) [0.05] (2.78) [0.01] (1.67) [0.10]
International Alliance Experience H6: 0.18 -.01 0.02
(2.24) [0.03] (-0.14) [0.89] (0.33) [0.74]
Resource Complementarity 0.38 0.49
(4.82) [0.00] (6.69) [0.00]
Trust 0.21

Moderating and quadratic effects
Search Cap.xFormulation Cap.

Management Cap.xFormulation Caj

H4:-0.21
(-2.00) [0.05]
H5: 0.27
(2.58) [0.01]

(2.75) [0.01]

Trusg H7:-0.30
(-4.21) [0.00]
Resource ComplementarityxTrust H8: 0.17
(2.48) [0.01]
Resource Complementarityx Tréist -0.02
(-0.18) [0.86]
F-statistic 1.58[0.13] 3.11 [0.00] 0.98 [0.46] 3.79[0.00] 2.06 [0.04] | 11.31[0.00]
Adj. R? 0.03 0.16 0.01 0.19 0.06 0.53
Highest VIF 1.83 2.40 1.83 2.38 1.83 2.53

Note.2 Standardize@ coefficient in bold with t-value in parentheses and p-véwe-tailed) in square brackets.




Figure 2 Moderation Plots
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Web Appendix: Path Analysis

Determinants of
Resource

Determinants of

Determinants of

Independent Variables Complementarity? Trust? ISA Performance?
Control variable effects
ISA Duration 0.08 -0.05 0.21
(1.17) [0.24] (-0.74) [0.46] (3.89) [0.00]
Alliance Function -0.07 -0.04 -0.08
(-0.98) [0.33] (-0.57) [0.57] (-1.49) [0.14]
Prior Relationship -0.08 -0.04 0.02
(-1.112) [0.27] (-0.55) [0.58] (0.47) [0.64]
Partner Size 0.14 -0.11 -0.02
(1.80) [0.07] (-1.44) [0.15] (-0.27) P.79
Western European Partner -0.01 0.11 0.06
(-0.06) [0.95] (1.16) [0.25] (0.86) [0.39]
Central and Eastern European Partner -0.08 0.08 -0.04
(-0.86) [0.39] (0.88) [0.38] (-0.62) [0.54]
North American Partner -0.01 0.09 0.01
(-0.13) [0.90] (0.99) [0.32] (0.12) [0.90]
Service Industry -0.00 -0.07 0.04
(-0.01) [0.99] (-0.88) [0.38] (0.72) [0.47]
Cultural Distance -0.03 -0.06 0.03
(-0.29) [0.77] (-0.75) [0.45] (0.48) [0.63]
Main effects
Search Capability H1:0.12 -0.09 0.00
(1.23) [0.22] (-0.92) [0.36] (0.02) [0.98]
Formulation Capability -0.01 -0.09 -0.12
(-0.14) [0.89] (-0.90) [0.37] (-1.62) [0.11]
Management Capability H3:0.22 H2: 0.30 0.14
(2.06) [0.04] (2.87) [0.00] (1.70) [0.09]
International Alliance Experience H6:0.18 -0.02 0.02
(2.35) [0.02] (-0.21) [0.83] (0.34) [0.73]
Resource Complementarity 0.40 0.48
(6.10) [0.00] (6.67) [0.00]
Trust 0.22

Moderating and quadratic effects
Search Cap.xFormulation Cap.

Management Cap.xFormulation Cap.
Trust
Resource ComplementarityxTrust

Resource ComplementarityxTréist

H4:-0.21
(-2.09) [0.04]
H5:0.27
(2.69) [0.01]

(3.35) [0.00]

H7: -0.30
(-4.47) [0.00]
H8: 0.17
(2.70) [0.01]
-0.01
(-0.11) [0.91]

Goodnessef-Fit Statistics:

%10y = 43.47, p = 0.00; NFI = 0.96; CFI = 0.97; SMRM = 0.03; AOSR = 0.01

Note.? Standardized coefficient in bold with t-value in parentheses and p-valu¢safted)-in square bracke®MSEA
was excluded from fit statistics due to its sensitivity to low degreeedom and smaii.




