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1.1 The rise in the importance of alliances

Strategic alliances have become a cornerstone of business development (Cravens et 

al., 2000; Dacin et al., 2007; de Man et al., 2001). Not only the number of alliances 

but also the percentage of revenues coming from alliances has increased (Margulis 

and  Pekar, 2001, Gimeno, 2004). According to De Man and Duysters, (2007), over 

30% of the average ‘Fortune 500’ companies’ revenues are now being derived from 

alliances and this figure is expected to grow. Individual companies form alliances to 

enter new markets, to gain knowledge, or to share risk and resources to bring value 

to their consumers (Dacin et al., 1997). Alliances are more and more integrated into 

company strategy (Khanna et al., 1998; Margulis and Pekar, 2001, Gimeno, 2004). 

In this study, alliances are defined as voluntary, evolving, open-ended, and flexible 

organizational forms between two or more organizations. These organizations realize 

individual and joint objectives relating to the products, services, and technologies 

being exchanged while retaining their own identity (Duysters et al., 2004).

The fundamental goal of an alliance is to facilitate collaboration and varying  

degrees of integration between companies without necessitating merger or acquisition 

but often leading to merger or acquisition (Margulis and Pekar, 2001). Margulis and  

Pekar (2001) use an increasing rate of integration  and increasing degree of partner  

commitment to make the difference between forms of collaboration. 

 

                                                       

 

Figure 1.1: Forms of collaboration
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At the start of the integration and commitment line, is outsourcing, at the opposite 

extreme are mergers and acquisitions. Alliances lie in between. 

 

Despite the growing popularity of alliances, companies seem to encounter several 

problems in initiating and managing alliances. The average success rate of alliance 

portfolios is only 53% (Duysters et al. 2012). It is still a key managerial challenge 

for firms to understand how to transform collaborative agreements into productive 

and effective relationships ( Kelly et al., 2002). The need to partner is urgent but 

the risk that the collaboration will fail appears to be high. Improving one’s alliance 

capabilities, may show the way to enhance one’s alliance performance (Draulans et 

al., 2003; de Man & Duysters, 2002; Spekman et al., 2000; Heimeriks et al., 2004).  

Companies that invest more in alliance capabilities perform better than those that do not  

(Duysters et al. 2012). No wonder, the use of alliance  mechanisms has increased from 

16 tools on average in 2009 towards 28 in 2011 (Duysters et al. 2012). However, the  

question is why alliance success rates do not increase, when so many firms use so 

many mechanisms. 

To find cues for improvement, it is increasingly important for firms to understand 

which structural factors are critical. Alliance capability is most likely one of these 

factors.

The question how to develop and apply successful individual alliance capabilities is 

appealing and fascinating to both academics and practitioners. 

1.2 Developments in alliance research and the state of this study 
within literature

Over the past decades, numerous researchers have been triggered by the growing 

importance of alliances (e.g., Parkhe, 1993; Mohr and Spekman, 1994; Doz, 1996; 

Young-Ybarra and Wiersema, 1999; Cullen et al., 2000; Das and Teng, 2002; Kale et 

al., 2000). 

Alliances have become an important topic in organization management literature. 

Relying on the resource-based-view-of-the-firm theory and the transaction cost  
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theory, alliancing is traditionally seen as a method to gain access to certain resources 

with the lowest costs and risks in order to be competitive. Scholars focused on  

factors influencing alliance performance in individual alliances. Studies building 

on these traditional theories center around factors related to competitive issues  

between the partners (Parke, 1993; Das and Teng, 2000). Alliance literature focused on  

inter-firm antecedents of alliance performance (Draulans, 2003). In this literature, 

partner fit, trust and commitment between companies have been identified as  

important factors in alliance success (Douma et al., 2000; Varis and Conn, 2002). 

Over time, research emphasis of scholars has shifted away from the relationship  

between individual companies towards the alliance capabilities of companies  

involved in an alliance (Anand and Khanna, 2000; Lambe et al., 2002; Hoang et al., 

2002; Heimeriks et al., 2004). This alliance capability view has had several important  

implications for research on alliances  as it explores the role of internal organizational 

attributes such as structure, managerial processes, and routines to explain differences 

in alliance performance (Anand and Khanna, 2000; Lambe et al., 2002; Hoang et al., 

2002; Heimeriks et al., 2004).  Not the relationship is studied, but the ability of the 

individual partners to manage the relationship.

Firms with a high level of alliance capability have institutionalised alliance mechanisms 

that guide and support alliance management in the formation, operation and  

evaluation of its alliances (Lambe et al, 2002; Sarkar, 2009; Kale et al., 2002).  

Research shows that firms that have developed high levels of alliance capability  

outperform firms with low levels of alliance capability (Draulans et al., 2003; Kale 

and Singh, 1999; Anand and Khanna, 2000). In their overviews of different alliance  

capabilities, de Man and Duysters (2002, 2007, 2012), distinguish four categories: 

alliance tools, alliance functions,  alliance processes and alliance parties.

Alliance tools are practical mechanisms facilitating and structuring management  

processes e.g. alliance handbook, standard partner selection approach and joint  

business planning. Alliance functions refer to positions dedicated to the management 

of alliances e.g. alliance department and alliance managers. 

Alliance processes ease coordination by setting rules e.g. rewards and bonuses. 

Alliance parties include e.g. legal and financial experts to complement the alliance 

knowledge and experience. 
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Although alliance literature is filled with examples of alliance mechanisms to support 

alliance management, e.g. an alliance department ( Kale et al., 2002), little empirical 

evidence has been found that explains how such mechanisms should be designed and 

managed.

Whereas former studies tended to focus on alliance capabilities in general, this  

study tries to pinpoint one specific mechanism, namely partner selection (Anand and  

Khanna, 2000; Lambe et al., 2002; Hoang et al., 2002; Heimeriks et al., 2004).  

Numerous studies have identified the correct choice of partner as a precondition 

for alliance success (Bierly III and Gallagher, 2007; Bronder and Pritzl, 1992;  

Geringer, 1991; Varis and Conn, 2002). The right partner can give important competitive  

advantages (Dacin et al., 1997), whereas the wrong partner will lead to failures from 

the beginning of the alliance (Gomes-Casseres, 2000). 

There is a danger for an alliance to break because of problems arising at the very  

beginning of its formation. Two examples illustrate the role of partner selection  

process problems leading to issues within alliances: 

In 1992, Apple Computer and IBM established a joint venture, called Taligent (Hagedoorn et 

al., 2001). They partnered to create a new operating system because there were some easily  

identifiable synergies. Although in general, synergies tend to be well hidden and hard to  

discover, for all outward appearances, both Apple and IBM made every effort to convey that all 

necessary successful  ingredients were present in their alliance. Only one problem: At the time, 

both Apple and IBM had a number of lawsuits against each other for patent and technology 

infringement. They were both going at it in numerous courts of law simultaneous to the launch 

of their great, new alliance. Accordingly, they had focused on strategic activities instead of 

tactics. Trust and respect was absent from the beginning of this alliance. The total amount lost 

by both companies on the Taligent joint venture is said to exceed $150 million.(Hagedoorn et 

al., 2001)
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In spite of its importance research on partner selection remains in general weak,  

(Geringer, 1991; Hitt et al., 2000; Bierly III and Gallagher, 2007).  

Three perspectives of partner selection have been suggested: transaction cost, social 

exchange  and pragmatic perspectives. The basis of transaction cost analysis is not 

whom to partner with but rather how a particular exchange should be organized 

given certain exchange partners and exchange attributes (Williamson, 1985, 2002). 

It suggests that firms choose allies by a comparative assessment of transaction costs 

involved in the specific relation. Partner choice derives from economizing on the 

cost of contracting considering future contingencies and partner opportunism. The  

social exchange view provides insights in the importance of relational factors for 

the performance of alliances (Blau, 1964; Spekman et al., 2000; Muthusamy and 

White, 2005). Trust and commitment are found to be important characteristics for  

successful alliances because it decreases uncertainty and facilitates learning alliances.  

Various other pragmatic approaches on partner selection have emerged (Geringer, 1991;  

Pfeffer and Salancik, 1978; Saxton, 1997). Gulati (1995) finds that prior alliances 

create ties that directly and indirectly influence the choice of partners. Similarly, Gulati 

and Gargiulo (1999) find that the probability of a new alliance between two specific 

firms increases with their interdependence, their prior ties, common third parties and 

their centrality in the alliance network. 

Rover Honda alliance was formed in 1979. Poor management of Rover would need a good 

managerial example like for instance from Japan. Honda received the huge network of suppli-

ers and got chance to learn European style. This alliance was formed for the strategic purpose. 

These two companies are from different cultural backgrounds. According to Rover it took 6 

years out of 10 to understand the business style of Honda. This alliance shows the importance 

of cultural background. Honda claims to waste this time in learning the culture of the company 

instead of putting all attention on business production and its introduction to the market. Thus 

the problem of cultural difference may be time consuming process and has to be considered 

at the time of formation of alliance during partner selection (Muthusamy and White, 2005).
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This study intends to explore empirically the partner selection process. We follow the 

general contentions as mentioned above but argue that alliance managers should 

encounter a comprehensive partner selection process, dealing not only with the  

strongest criteria and the best cost/benefit relationship but also applying specific 

steps, criteria and tools integrally so that the best match of partners will be found for 

a specific situation and goal the alliance would like to attain. 

In conclusion, building an alliance capability requires investment in a partner  

selection process (Albarracin and Wyer, 2000). A structured partner selection process is  

supposed to contribute to a better alliance performance (Bell et al., 2006; Draulans et 

al., 1999; Margulis and Pekar, 2001).

1.3 Problem definition

In alliance capability research a comprehensive understanding of how to  

manage a partner selection process successfully is still lacking. Some studies focus on  

opportunism and contractual governance, others focus on soft criteria like trust and 

commitment, but none allows for further insight on how to develop and manage a 

partner selection process successfully.

We build on previous conceptual work on alliance performance and alliance  

capabilities. Researchers have mainly focused on typical fit criteria such as cultural 

and strategic fit rather than the specific steps of the partner selection process itself. 

Partner selection is being viewed as an integral long-term alliance capability. This  

integral perspective and the focus on  partner selection as a specific alliance  

mechanism bridges important theoretical and empirical gaps in the literature. 

Building on a previous stream of research, the research objective of this study is:

To	explore	empirically	the	process	by	which	firms	select	alliance	partners,	particularly	

investigating	which	steps,	criteria,	and	legal	involvements	relate	to	the	success	of	alliances.	
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The central research objective relates to the question “what  critical elements of a 

partner selection process e.g. steps and criteria can help maximize the performance 

of a firm’s alliance?’’ and intends to help to open the black box of the partner  

selection process theory underlying the development of an individual alliance capability  

mechanism. Although a few studies have focused on partner selection processes 

(Beekman and Robinson, 2004; Brouthers et al., 1995; Chung et al., 2000; Nijssen 

et al., 2001; Nielsen, 2010), little empirical evidence has been found to explore the 

effectiveness of partner selection elements. To be able to attain the central research 

objective, the following three research questions will have to be analyzed.

Partner selection steps

The first issue relates to the question which partner selection steps need to be used. 

As firms continue to form alliances, the ability to successfully manage steps in 

order to select a partner becomes increasingly important (Bierly III and Gallagher 

2007). Although, from a recent report of the Association of Strategic Alliance  

Professionals (De Man and Duysters, 2007), it appears that 67% of alliance profes-

sionals use a standard process, and the use of a structured partner selection process 

builds one’s alliance capability and leads to better alliance performance (Bierly III 

and Gallagher, 2007; Bronder and Pritzl, 1992; Draulans et al., 1999; Margulis and 

Pekar, 2001), little is known about which steps may be included leaving practioners 

and scholars wondering how to develop such a structured partner selection process 

(Varis et al., 2005; Nijssen et al 2001; Beekman and Robinson, 2004). 

Over the years, some authors (e.g. Dent, 2004; Nielsen, 2003; Nijssen et al., 2001; 

Varis et al., 2005), have analyzed how firms selected their partners in order to sug-

gest which steps can be used (see table 4.1 for an overview of the steps). There is 

some overlap, but there are also differences in the steps proposed. Screening part-

ners based on selection criteria as well as determining partnering needs are steps 

suggested by most authors. The main differences among are that some combine 

different phases whereas others split them. Nijssen et al. (2001) list “interaction 

activities with potential partners” as one step, whereas Varis et al. (2005) discern 

five steps that fall under this heading. Selecting the right partner is generally con-

sidered to be highly important for creating value in alliances. Therefore, the fourth 
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chapter will elaborate on the effectiveness of steps of the partner selection process 

by answering the  first research question:

 

Which partner selection steps are important for the success of an alliance?

Partner selection criteria

Having looked at the steps of the partner selection process, the second issue concerns 

the partner selection criteria. Several researchers (e.g. Geringer, 1991; Dacin et al., 

2007; Das and Teng, 2002),  have pointed at the importance of  “good” or “right” 

partner selection criteria but they are hardly supported by empirical evidence nor do 

they  investigate the relationship towards alliance performance. We clustered the 

different criteria found in literature in two categories: formal and informal (see table 

5.1 for a complete overview). As both practitioners and scholars acknowledge that 

selection criteria are a major issue for firms to consider in order to create alliance  

success, ambiguity between informal and formal selection criteria became clear. Apart 

from Hoffmann and Schlosser (2001),  most prior studies (e.g. Cullen et al., 2000; 

Das and Teng, 2001; Gomes-Casseres, 2000; Mohr and Spekman, 1994; Ybarra and 

Turk, 2009) derive the success of an alliance on using informal selection criteria like 

trust. This study analyzes to what extent different partner selection criteria contribute 

to the success  of alliances. The second research question investigated in chapter five, 

is defined as:

Which partner selection criteria are important for the success of an alliance?

Legal involvement

Prior research provided reasons to expect an association between alliance  

performance and the role of legal aspects in the partner selection process.  

Governance differences and opportunism may be among others the basis of alliance  

conflicts and they often result in a lower level of alliance performance (Bell et al., 2006;  

Dacin et al., 2007; Dekker, 2008; Reuer and Ariño, 2007; Vlaar et al., 2007). Many  

conflicts and opportunistic behavior are either prevented or triggered by certain legal  

arrangements between the partners (Mayer and Argyres, 2004; Sampson, 2004).  
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Legal and economic theory can be combined in a theoretical framework for  

future partner selection processes. However, conceptual research on this issue remains  

fragmented.Therefore, chapter six handles the third research question:

Which legal aspects play a role and when do they need to be addressed in the 

partner selection process?

By addressing these questions, we aim to generate insight into how firms develop 

alliance capability by managing a partner selection process that effectively supports 

alliance performance.

This study intends to contribute both to theory and practice. With respect to the  

theoretical contributions, this study intends to extend the current understanding of 

the alliance capability theory ( e.g. Kale. et al, 2002; Kale and Singh, 1999) , with 

regard to the role of partnering.  Because research has not been analyzing how those 

alliance mechanisms individually need to be designed and managed, our research  

focuses on the partner selection process as an individual alliance capability/ 

mechanism. We hope to open the black box of the partner selection process theory, 

in order to gain insights into how firms develop their individual alliance capabilities. It 

links different concepts that were previously treated as theoretically separate like the 

combination of economic and legal theory. 

In this study, steps, criteria and legal issues are integrated to analyze the impact of 

a firm’s partner selection process on alliance performance. We note that empirical  

research on alliance capability in general and the partner selection process  

specifically, and their relationship to alliance performance tend to be frail, so the potential  

theoretical contributions of this study are highly relevant as it seeks to extend  

empirically current understanding of alliance capability development.

Second, this study intends to contribute to managerial implications. First, it can help 

to understand the importance of a partner selection process. Partner selection should 

not simply consider the compatibility of firms or strategies; it should be viewed as 

an integral long-term alliance capability. This study may help to adopt an integral  
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perspective on partner selection as an alliance capability and it may help to underline 

the necessity for investing in a supportive partner selection process that may create 

value and alliance success. 

Accordingly, we expect to state various managerial contributions that may prove to be 

significant for  firm’s alliance management strategy.

1.4 study design

In this thesis the focus is on exploring the effects of the partner selection process on 

alliance performance. Figure 1.2 gives an outline of the study.

Figure 1.2: Outline of thesis

Chapter Two:
Literature Review

Chapter Three:
Methodology and Data

Chapter five:
Effectiveness of Partner

Selection Criteria

Chapter seven:
Conclusion

Chapter four:
Effectiveness of Partner 

Selection Steps

Chapter six:
Legal involvement



30 31

Chapter two presents a literature review. It discusses the antecedents of alliance  

capabilities and performance and explains why the partner selection process is  

important for alliance performance. In Chapter three, the methodology and data 

that are used in the empirical chapters are described. The first empirical study is 

found in Chapter four; it explores the role of the partner selection process in  

value creation and governance. The second empirical study (Chapter five) focuses on the  

effectiveness of partner selection criteria. Chapter six describes when and how legal aspects 

play a role in the partner selection process. Conclusions, theoretical and managerial  

implications, and research recommendations are presented in Chapter seven.
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2.1 introduction

Alliances have become a standard element in modern business. Firms engage in  

multiple alliance relationships in order to generate revenues, innovative power, 

and competitive advantages. However, research on alliance performance shows a  

significant heterogeneity in performance rates among companies (De Man and  

Duysters, 2007; Duysters et al.,2012; Draulans et al., 2003; Kelly et al., 2002). 

One important question is: why are some companies more successful with  

alliances than others? According to previous research, companies that invest in alliance  

management and build on their alliance capability will attain more successful alliances 

(Draulans et al., 2003; Kale and Singh, 1999; Anand and Khanna, 2000).

In this chapter we will present the developments within alliance management  

building upon alliance capability view and make our case why investing in alliance 

capabilities especially focusing on the partner selection process, provides insights into 

the success of alliances.

2.2 Developments in alliance performance 

2.2.1 Traditional research on alliance management

Researchers from various disciplines have made considerable effort to identify  

factors that influence alliance performance. These investigations are usually guided by 

two complementary theoretical perspectives (e.g., Parkhe, 1993; Mohr and Spekman, 

1994; Doz, 1996; Young-Ybarra and Wiersema, 1999; Cullen et al., 2000; Das and 

Teng, 2002; Kale et al., 2000). First, an economic perspective, including economic 

theories such as transaction cost theories, agency theories, resource-based views, and 

game-theoretic approaches has focused on the design and structures of alliances by 

studying favorable conditions, governance, resource configurations, and contingency 

variables. Secondly, a social sciences perspective has focused on explaining patterns 

of social interaction and exchange, such as trust and commitment, that occur in 

the process. Both perspectives have delivered useful insights into the structure and  

process of alliances. Studies building on these traditional theories center around  

critical success factors or failure factors related to competitive issues between the 
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partners and thus investigate inter-firm learning and the generation of relation- 

specific rents. The traditional literature focuses on the bilateral relationship between 

individual partners. In this literature, the fit between companies is an important  

factor in success (Douma et al., 2000; Varis and Conn, 2002). When the strategies,  

structures, and cultures of companies fit together, an individual alliance will become 

viable and rent-optimized (Geringer, 1991; Medcof, 1997; see for a critical review 

Gulati, 1998; for an overview Park and Ungson, 2001).

Because this research did not explain the consistent differences in alliance  

performance, new research appeared on alliance capabilities (Anand and Khanna, 

2000; de Man and Duysters, 2002; Lambe et al., 2002; Heimeriks et al., 2004; Hoang 

et al., 2002; Spekman et al., 2002).

2.2.2 Developments in alliance-capability research

This new research based on capability building, shifts attention away from the  

relationship between individual companies and toward the alliance capability of the 

companies involved in an alliance (Anand and Khanna, 2000; Lambe et al., 2002; 

Hoang et al., 2002; Heimeriks et al., 2004). It investigates intra-firm learning and 

the generation of firm-specific rents (Heimeriks et al., 2004). Accordingly, instead of 

acquiring capabilities through alliances as done by traditional research,  this research 

considers the internal sources of capabilities. 

Alliance capability has been defined as a firm’s ability to capture, share,  

disseminate, and apply alliance-management knowledge (Heimeriks et al., 2004;  

Eisenhardt and Martin, 2000). We use the definition of Kale et al. (2002): “Alliance  

capabilities are the organizational mechanisms and routines that are purposefully 

designed to accumulate, store, integrate, diffuse and apply relevant organizational 

knowledge acquired through individual and organizational experience of alliances.” 

Accordingly, alliance capability research explores the role of internal organizational 

attributes such as culture, managerial processes, and routines to explain differences 

in alliance performance (Spekman et al., 2000; Anand and Khanna, 2000; Lambe 

et al., 2002; Hoang et al., 2002; Heimeriks et al., 2004). Companies that partici-

pate in an alliance and their alliance capabilities are therefore the focus of attention 



36 37

(Fig. 2.1; Draulans et al., 1999, 2003; Anand and Khanna, 2000; Kale et al., 2002;  

Heimeriks et al., 2004). Acquiring alliance capabilities is assumed to increase success rates  

(Heimeriks et al., 2004; Kale et al., 2002). Instead of focusing on why specific  

alliances are more successful than others it is important to focus on why specific 

companies are more successful than others in alliancing. The focus is shifted to  

knowledge, experience, tools, processes, and management techniques. Therefore, 

instead of focusing on the relationship between partners, the focus is on the partners 

themselves (Draulans et al., 1999, 2003; Anand and Khanna, 2000; Kale et al., 2002; 

Heimeriks et al., 2004). 

Figure 2.1 shows the differences in focus between traditional alliance research and 

alliance capability research.

Figure 2.1: Alliance capability research versus traditional research ( based on Draulans 

et al. 1999; Duysters et al, 2012)

Alliance capability research looks at the 
characteristics of the partners: experience 

with alliances, knowledge of alliances, 
culture, management tools

Traditional research looks at the 
fit between partners: strategic, 

organizational, cultural and 
operational

organization A organization B

organization A
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Whereas traditional research focused on the performance of individual alliances 

(see for a critical review Gulati, 1998; for an overview Park and Ungson, 2001; Kale 

and Singh, 1999; Kale et al., 2000; Jap, 2001), previous research focuses on the  

performance of a firm’s entire alliance portfolio (Draulans et al., 1999, 2003;  

Spekman et al., 2000; Heimeriks et al., 2004). Companies need to build their  

firm-specific alliance capabilities in order to be successful with alliances  

(Draulans et al., 1999, 2003; Anand and Khanna, 2000; Kale et al., 2002; de Man and  

Duysters, 2002; Spekman et al., 2000; Heimeriks et al., 2004). Developing alliance  

capability enables firms to master the difficult task of alliance management (Ireland et 

al., 2002) and hence is considered as the main determinant of alliance performance 

(Sanchez, 2001; Draulans et al., 2003; Anand and Khanna, 2000; Kale and Singh, 1999;  

Eisenhardt and Martin, 2000)

As both practitioners and scholars acknowledge that alliance capabilities are a major 

issue for firms to consider ( Anand and Khanna, 2000; Duysters et al., 2012; Ireland 

et al 2002), it became increasingly clear that little was known about their origins  

( Singh, 2003). Although interests in fundamental theories such as the  

transaction cost theory gained salience, little attention was dedicated to understand the  

individual capabilities that need to be developed (Montealegre, 2002; Heimeriks, 

2005). Even more so, little is known about which capabilities are critical and how 

firms develop these alliance capabilities ( Gulati, 1998; Kale and Singh, 1999).

Researchers have investigated which capabilities deserve attention. Results  

indicate that having alliance specialists/managers to organize alliances and learn 

from that (Spekman et al., 1999, Takeishi, 2001; Nault and Tyagi, 2001), alliance 

departments to coordinate activitities (Kale et al., 2002; Borker et al., 2004), alliance  

management training programs to raise alliance know-how (Draulans et al., 2003), alliance  

database to disperse information throughout the firm ( Harbison and Pekar, 1998) 

and a partner selection process to find the right partner in order to generate sufficient 

pay-off in the end ( Dyer and Singh, 1998), increases alliance performance.

The use of alliance capabilities/mechanisms has increased enormously over the 

past few years but firms do not achieve high success rates (Duysters et al., 2012). 
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What may cause the poor success rates, when so many capabilities have been  

implemented? 

Unfortunately, there is a lack of specific research dealing with the development and 

application of each individual alliance capability (Hoang et al., 2002; Lambe et al., 

2002; Heimeriks et al., 2004). Therefore, conceptual and empirical work should con-

sider the criteria, process, and mechanisms for individual alliance capabilities, among 

which the partner selection process and structure (Bronder and Pritzl, 1992; Geringer, 

1991; Varis & Conn, 2002). 

2.2.3 Alliance capability: The partner selection process as a crucial  

individual alliance capability

Previous research showed possible causes of alliance failure (Petrovic and Kakabadse, 

2003; Owens and Quinn, 2007). Most failed alliances did so because partners were 

not capable of performing their assigned function or became dissatisfied with each 

other (Bronder and Pritzl, 1992; Brouthers et al., 1995; Dacin et al., 1997; Das and 

Teng, 1998; Neill et al., 2001; Hoffman and Schlosser, 2001; Kim and Lee, 2003; 

Varis and Conn, 2002). More research is required to explain the basis on which 

firms select partners. Partner selection does not occur in a vacuum. Much firm  

behavior is nested, or embedded in a broader political, economic, and social  

context that shapes action (Dacin, Ventresca, & Beal, 1999). Resource-based and  

organizational learning per¬spectives help explain why firms select particular alliance  

partners (Barkema, Bell, & Pennings, 1996; Tippins & Sohi, 2003). Firms have specific 

resource  endowments (Barney, 1991; Tippins & Sohi, 2003) but may need additional 

resources e.g. financial capital or reputation and  managerial capabilities to be  

competitive in particular markets (Hitt, Nixon, Clifford, & Coyne, 1999). Such a need 

is a primary reason for alliances and for the selection of specific alliance partners. 

The learning opportunities gained from the experiences of partners in an alliance 

(March & Levitt, 1999) help firms add to their capabilities and build their resource  

endowments (Lane & Lubatkin, 1998). 

After a firm has made the decision to engage in an alliance, selecting an appropriate 

partner is the next critical decision to alliance performance (Dacin et al., 2007, Bierly 

and Gallagher, 2007; Varis and Conn, 2002; Ariño and de la Torre, 1998). 
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Partner selection in order to form alliances has been discussed in the literature 

from both theoretical and practical perspective. Geringer (1998) stated that  

there is no optimal standard partner selection process; instead, one should consider  

capability and complementation of resources and organization compatibility for each 

other. The importance of strategic fit has been stressed (Nielsen ,2010 and Dacin et 

al., 2007) and complementary skills together with financial situation are essential  

criteria when selecting a partner (Walters et al., 1994). Criteria like technological level,  

management style, and alliance experience are valuable when selecting a partner 

(Harrigan, 1998), but also complementarity by considering complementary skills,  

cooperative culture, compatible goal, and commensurate risk need to be emphasized 

(Brouthers et al.,1995). A list of criteria for selecting a partner has been explored 

by Dacin et al. (1997),  Varis and Conn ( 2002) and Das and He ( 2006) and they  

advised a long-term observation and sufficient understanding of the expectations of the  

partner to ensure success in alliance formation. A study of  Spekman et al. (2000) 

and Kim and Lee (2003), highlighted that mutual trust and commitment are  

necessary conditions for becoming a partner of an alliance. Other researchers had 

the opinion that partners of an alliance must have alliance capabilities to apply and 

to  improve alliance performance for each other (Heimeriks et al., 2004; De Man and 

Duysters,2002). 

To summarize what is already known about partner selection, we reviewed a  

number of publications. These studies give an overview of research into alliance partner  

selection. Table 2.1 shows which aspects of the partner selection process were  

proposed by which authors.
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Table 2.1 Theoretical review of partner selection

Legal aspects                                                   
influence of contracts and law on alliances (Ariño and Reuer, 2005; Dacin et al., 2007;
Das and Teng, 2002; Dekker, 2008; Faems et al., 2007; Nielsen, 2010)
Use of partner selection process
relation between use of process and alliance performance (Holtbrugge, 2004; 
Geringer, 1998; Dacin et al., 2007; Douma, 2000; Spekman et al., 2000; Dent 2004;  Bierly III and  
Gallagher, 2007; Bronder and Pritzl, 1992; Brouthers et al., 1995; Varis and Conn, 2002)
Building partner selection as an alliance capability will improve alliance performance 
(Heimeriks et al., 2004; Eisenhardt and Martin, 2000; de Man, 2005; de Man and Duysters, 
2002; de Man et al., 2001; Spekman et al., 2000; Draulans et al., 1999; Margulis and Pekar, 
2001;  Ireland et al., 2002, Duysters et al., 2007, 2012; Bell et al., 2006)
Expectations / goals 
(Holtbrugge, 2004; Spekman et al., 2000;Dacin et al., 2007)
Steps of partner selection process
Structured/unstructured steps (Varis et al., 2005; De Man et al., 2001; Dent, 2004; )
Criteria of partner selection: 
strategic compatibility and vision (Hoffman & Schlosser, 2001; Varis & Conn 2002; 
Holtbrugge, 2004; Dacin et al., 2007; Nielsen, 2010)
Strategic complementarity and compatibility. (Spekman et al., 2000; Wahyuni, 2003;  
Gomes-Casseres, 2000; Das and Teng, 2000; Dacin et al., 1997; Douma et al., 2000; Nielsen, 
2010; Das and He, 2006)
Cultural compatibility and alliance capability 
(Holtbrugge, 2004; Varis and Conn, 2002; Geringer, 1991; Cavusgil and Evirgen, 1997;  
Duysters et al., 2001; Duysters et al., 1999)
Trust and commitment (Brouthers et al., 1995; Spekman et al., 2000; Douma, 1997; 
Gomes-Casseres, 2000; Das and He, 2006; Kim and Lee, 2003)
structural compatibility and bargaining position (De Man et al., 2001; Wahyuni, 2003; 
Das and Teng, 1999; Park and Ungson, 2001; Doz, 1996)
General resources e.g., production, marketing, and r&D
(Varis and Conn, 2002; Geringer, 1991; Al-Khalifa and Peterson, 1999; Harrigan, 1998)
Analysis of compatible and complementary resources e.g., financial and skills
(Nielsen, 2003; Das & Teng 1999; Margulis and Pekar, 2001; Spekman et al., 2000; Walters et 
al., 1994)
Knowledge and management (Medcof, 1997; Brouthers et al., 1995; Duysters, 2001; Doz, 
1996; Spekman et al., 2000; Das and He, 2006)
influence on value, network, reputation, and capabilities (Dacin et al., 1997; Dacin et al., 
2007; Duysters, De Man, et al., 1999; Das and He, 2006)
Development of alliance capabilities (Draulans et al., 1999; Margulis and Pekar 2001; Spek-
man et al., 2000; Medcof, 1997; Nielsen, 2003; Duysters, 2001)
Influence on image and network (Glaister and Buckley, 1999; Gulati, 1995)
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Without doubt, each of these studies of  alliance research have considerably influenced 

our understanding of partner selection rationales and provided critical grounds for 

further exploring the partner selection process. However, we find that these studies 

focused on separate elements of the partner selection process and not  integral. 

Additionally, certain elements like trust and fit have been studied much more than 

other elements e.g. steps and legal influence.

Accordingly, partner selection may not simply consider the compatibility of firms or 

strategies; it may be viewed as an integral and structured long-term alliance capability. 

It is surprising that there are only few articles about partner selection. There are some 

on partner fit, but none consider empirical data on the integral partner selection 

process, including steps, criteria, and tools and its influence on alliance performance. 

In this thesis we will try to fill this gap. In conclusion, as one of the alliance capabilities 

partner selection requires investment (Albarracin and Wyer, 2000). A more structured 

partner selection process involving well considered steps, criteria and legal aspects,  is 

assumed to contribute to improved alliance performance (Bell et al., 2006; Draulans 

et al., 1999; Margulis and Pekar, 2001).

2.3 Conclusion

In this chapter, we discussed the theoretical framework for this thesis as summarized in 

table 2.1, describing the importance of the partner selection process when building alliance 

capability. Developments in alliance-performance research were presented. Previous 

literature shows a shift toward the investigation of partners’ fit and alliance capabilities and 

their effect on alliance performance. 

Researchers have mainly focused on typical fit criteria such as cultural and strategic fit rather 

than the specific steps, criteria and tools of the partner selection process itself. Partner 

selection is being viewed as an integral long-term alliance capability. This integral perspective 

and the focus on  partner selection as a specific alliance mechanism bridges important 

theoretical and empirical gaps in the literature. To explore such an integral partner selection 

process, empirical data is needed. The following chapters will present empirical research on 

the use of a partner selection process and its influence on alliance performance.
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3.1 introduction

The	main	 research	objective	of	 this	 thesis	 is	 to	explore	empirically	 the	process	

by	 which	 firms	 select	 alliance	 partners,	 particularly	 investigating	 which	 steps,	

criteria,	and	legal	involvements	relate	to	the	success	of	alliances.	As	was	described	

in	Chapter	one	and	two,	most	existing	theories	on	partner	selection	lack	empirical	

evidence	and	convincing	external	validity.	 In	 this	 thesis	an	attempt	 is	made	to	

establish	an	empirically	grounded	understanding	of	the	partner	selection	process.	

Scale	samples	may	lead	to	results	that	could	be	used	in	other	firms	or	industries.	

In	this	chapter,	the	sample	that	is	used	is	described	and	analyzed.	

3.2 Data collection and methodology

3.2.1 survey and expert interviews

A survey (see Appendix A) was carried out to gather data on firms’ partner selection 

processes and criteria. This quantitative analysis is in line with numerous other studies 

in the field of alliance research (Anand and Khanna, 2000). The survey questionnaire 

was sent to 500 alliance managers worldwide. The membership database of Alliance 

Best Practice (ABP) was used to direct the questionnaires. ABP is an internationally 

oriented company that helps companies to accelerate their partnering efforts with 

reduced risk by benchmarking them against a proven best-practice database of 

collaborative experience.

ABP has members worldwide from a wide variety of industries. By using the ABP 

database, we could contact top alliance managers who can give key information on 

partner selection processes and criteria. According to Tippins and Sohi (2003: 757) 

and Kale et al. (2002), the use of key informants is currently the standard methodology 

in corporate-level strategic research. 

The survey technique was applied to receive responses from those key informants  

(Rea & Parker, 2002). Three techniques were used to optimize the response rate: a 
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digital questionnaire with a clear design, reminder messages, and incentives. To 

obtain information about which steps, criteria, and tools are critical for the partner 

selection process, the questions referred to a firm’s entire alliance portfolio. We 

do not analyze individual alliances because we expect that microlevel mechanisms 

have a similar impact on a firm’s alliances. Alliance performance was measured as 

a reflection of a company’s overall success rate in the last five years (2003–2008). 

Asking the managers for the percentage of alliances where the initial goals were 

realized allowed us to effectively assess the success of those alliances (Tuchi, 1996; 

Kale & Singh, 1999). Most of the survey questions were closed and respondents 

were asked to give answers on a 1- to 5-point Lickert-type scale. The survey 

instrument was created and pretested with the help of several experts. Academic 

researchers checked the relevance and operationalization of the survey, and 

eight alliance managers of multinational enterprises acting as CEO, consultant 

or manager in varying industries nationally as well as internationally tested the 

terminology and clarity. In addition to pretesting the questionnaire, the alliance 

managers were also interviewed after the survey had been conducted, to verify the 

empirical findings and to validate arguments for expected and unexpected results. 

These people were selected based on their knowledge and ability to contribute to 

the research.

Respondents were assured that their responses would be treated confidentially 

and that the results would be put on the ABP website and an executive summary 

would be sent to them. Via the ABP constant-contact system, a personalized email 

containing the survey was sent to the ABP membership database. A reminder 

email was subsequently sent to optimize the response rate. The original message 

was repeated because some people had discarded it.

The following incentives were offered to maximize the response rate (Larson & 

Chow, 2003):

1) Respondents could gain insight into the latest developments in alliance 

 management; the results were made available via 

 www.alliancebestpractice.com and a report was emailed, which enabled  

 respondents to benchmark their performances with those of their peers. 
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2) ABP offers 110 tools on their website (e.g. the ABP relationship diagnostic  tool, 

 running specific workshops, best practice joint business plans, example joint go  

 to market plans, how to develop trust alliance relationships toolset etc.). 

 Temporary membership was offered to those who filled in the questionnaire so   

 they could choose four tools or research pages to use for their own purposes.

The survey was sent to 500 alliance managers; they form the total population of this study. 

We received 150 responses, and after excluding incomplete and/or incorrect surveys, the 

final response rate was 20% because 100 responses could be used effectively. This is a 

good response; most international mail surveys in strategic management have a response 

rate between 6% and 16% (Harzing, 2002; Kale et al., 2002; Snow and Thomas, 1994). 

The sample of 100 alliance managers came from a variety of industries representative 

of the population (see table 3.2): consultancy (25%), IT/electronics (23%), health (4%), 

software (18%), financial services (3%), air transport (4%), education and public sector 

(2%), process industry (13%), and pharmaceuticals/biotechnology (8%). The alliance 

managers responded to the survey with regard to their most important alliances and in 

total the dataset reports on 992 important alliances. 

Table 3.1: Primary industry of each company

     

    Frequency Cumulative Percentage

Valid Consultancy  25  25.0

  IT/electronics  23  48.0

  Health   4  52.0

  Software   18  70.0

  Financial services  3  73.0

  Air transport  4  77.0

  Education  2  79.0

  Process industry  13  92.0

  Pharmaceuticals and  8  100.0

 biotechnology 

  Total   100  
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The next tables show the distribution of the size of the firms, measured on the basis 

of the number of employees and the total worldwide sales volume last year in Euros. 

We see that 39% of the firms have between 1 and 500 employees and 55% have 

over 1000 employees. With respect to the total worldwide sales volume, the largest 

group of respondents (31%) is found between 1 and 50 billion.

Table 3.2: Number of employees

  

   Frequency Cumulative Percentage

Valid 0  1  1.0

  1–500  39  40.0

  500–1000 5  45.0

  >1000  55 100.0

  Total  100  

Table 3.3: Total worldwide sales volume last year in euros

      Frequency Cumulative Percentage

 Valid 0    1  1.0

  <1 million   18  19.0

  1 million to 100 million  27  46.0

  100 million to 1 billion  10  56.0

  1 billion to 50 billion  31  87.0

  >50 billion   13  100.0

  Total    100  

To ensure that the data were not biased by non-response, they were screened to 

determine if our sample was representative to the population (see Table 3.4). Three 

variables were analyzed: the number of employees, total worldwide sales, and the 

company’s overall success rate. Chi-square tests for each of these variables were 

performed. The results were compared to see if there were differences between early 
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and late respondents on the assumption that late respondents can be compared to 

non-respondents (Armstrong and Overton, 1977).

All the variables have a p-value >5% indicating that there is no significant correlation 

between item scores and survey response time. So there was no significant non-

response bias in the dataset. Moreover, the average success rate in the last five years 

was 57%. This means that 57% of the alliances realized their initial goals, which is 

comparable to the results of other studies on alliance performance (Park and Ungson, 

2001). In conclusion, the results indicate that the dataset was representative and not 

influenced by non-response bias.

Table 3.4: Non-response bias test

Number of employees * response time

 

             Chi-Square Tests

     Value  df Asymp. Sig. (2-sided)

Pearson Chi-Square  14.411(a) 12 .275

Likelihood Ratio   16.337  12 .176

Linear-by-Linear Association 4.251  1 .039

Number of Valid Cases  100    

Total worldwide sales volume last year in euros * response time

 

             Chi-Square Tests

     Value  df Asymp. Sig. (2-sided)

Pearson Chi-Square  31.230(a) 20 .052

Likelihood Ratio   32.697  20 .036

Linear-by-Linear Association 5.026  1 .025

Number of Valid Cases  100
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Company’s overall success rate in the last five years * response time

 

    Chi-Square Tests

     Value  df Asymp. Sig. (2-sided)

Pearson Chi-Square  93.950(a) 76 .080

Likelihood Ratio   101.138 76 .029

Linear-by-Linear Association 1.150 1 .283

Number of Valid Cases  100    

3.3 explanatory variables and performance measure outcome 

3.3.1 explanatory variables

Building on expert input and the work of other authors as mentioned in Table 2.1, this 

study has defined 94 variables including 72 key variables (steps, tools, and criteria) 

that underlie the development of a partner selection process. Appendix B lists these 

variables, which form the explanatory or independent variables of this study. 

The key variables (number 17–89 in Appendix B) reflect the way in which firms select 

their partners. Following Kale et al. (2002), these 72 key variables are represented 

by single-item dummy variables. Consequently, the existence of a certain variable 

is measured by a categorical variable. For each step, criterion, or tool, we created a 

dummy variable to analyze its relation to different performance levels. This is called 

a binominal semantic differential scale: it consists of two bipolar activities, e.g., yes 

versus no (Nunally and Bernstein, 1994). We used a binominal scale to understand 

whether or not firms use a certain step or criterion. This type of scale is nominal 

and results in binary independent variables. In this way, the total set of steps and 

criteria that a firm uses can be seen as a representation of its capability and/or 

performance (Gittell, 2002) on the basis of which differences between firms can easily 

be disseminated. This binary method provides an objective way to measure the issue 

under investigation (Knott, 2003). If the Likert scale were used, a comparison of all 
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the individual steps and criteria would have been complicated. We believe that a 

binomial semantic differential scale is appropriate because it allows us to examine the 

extent to which firms make use of their partner selection process.

3.3.2 Performance measure outcome

Previous studies have used different measures and levels of analysis for alliance 

performance (Gulati, 1998; Park and Ungson, 2001). Park and Ungson (2001) 

present an overview of which measures and levels of analysis were proposed by 

which authors. There is some overlap, but there are also differences. Some authors 

agree on groups of measures such as financial (profitability), operational (duration), 

and organizational (objectives met) measures. Most authors agree that managerial 

assessments of performance provide a sound indication of alliance performance (Kale 

et al., 2002). An effective way to evaluate alliance success is to ask managers to what 

extent the stated objectives were met. Earlier studies measured alliance performance 

based on the individual alliance while later studies considered the performance of a 

firm’s alliance portfolio (Duysters et al., 2002; Sarkar et al., 2004). We try to define a 

common denominator, and as a result in this study alliance performance is defined as 

a company’s overall success rate in the last five years. This means the percentage of 

alliances where the initial goals were realized (Zollo et al., 2002).

The main focus is to analyze if there was a relation between the partner selection 

process and alliance success including certain steps, criteria, and tools. When 

measuring alliance performance we use the perceived performance of a firm’s alliance 

portfolio, focusing on the most important alliances. We do this: 

• to analyze the average impact of a firm’s partner selection process on its 

 alliance performance; 

• to reduce bias;

• because, according to Heimeriks (2005), the performance of a firm’s alliance 

is not an isolated issue, but should be seen in the context of alliance experience.

Following Geringer (1988) and Parkhe (1993), a five-point interval scale ( 1=0–20%, 

2= 21–40%,....,5=81–100%) was used to measure alliance performance.
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3.4 Conclusion

It is the main research objective of this study to explore empirically the process by 

which firms select alliance partners, particularly investigating which steps, criteria, 

and legal involvements relate to the success of alliances. The purpose of this study 

is descriptive, as we aim to get insights how firms can successfully manage their 

partner selection process. We chose for a statistical study versus a case study, as we 

aim for breadth rather than depth. A statistical study allows us to test our research 

questions quantitatively. Accordingly, we have designed a survey, which explores the 

performance rates of firms’ alliances, the usage of partner selection steps, criteria 

and legal issues. Based on our data sample, we are going to perform a number of 

statistical tests in the succeeding chapters. In chapter 4, 5 and 6, we identify which 

steps, criteria and legal involvements within the partner selection process are most 

effective in raising alliance performance. Consequently, based on the results of these 

three empirical chapters we are able to open the black box of the partner selection 

process  and give a comprehensive overview of the insights of the partner selection 

process that are most effective for alliance success. 
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4.1 introduction

Alliances are increasingly considered to be a cornerstone of corporate strategies (Cravens 

et al., 2000; Dacin et al., 1997). However, failure rates of 50% are not uncommon 

(De Man & Duysters, 2002; Spekman et al., 2000). Incompatible management styles, 

misaligned strategies, differences in decision-making procedures, and cultural differences 

between partners have often been mentioned as key failure factors. Selecting the right 

partner is therefore regarded as a crucial task in the lifecycle of an alliance (Buono, 1997; 

Nielsen, 2003). 

To date, only a few empirical studies have focused on partner selection processes (Beekman 

and Robinson, 2004; Brouthers et al., 1995; Chung et al., 2000; Nijssen et al., 2001; 

Nielsen, 2010). This study aims to provide empirical evidence for the effectiveness of 

different partner selection strategies. Our objective is to enhance our current understanding 

of the partner selection process by investigating how organizations execute their partner 

selection process and to assess the effectiveness of different partner selection steps. 

We begin with a review of the literature on partner selection processes. This leads to 

a comprehensive list of steps that companies  appear to go through when selecting a 

partner. The subsequent section describes how we gathered empirical material We first 

examine whether certain steps are more effective than others. Next, we examine whether  

steps occur jointly and whether clusters of steps correlate to success. In the discussion 

section we give the implications of our findings. 

4.2 Theoretical Background

In this research we study the partner selection process, i.e., the management processes 

and mechanisms that lead to start an alliance with a certain partner by jointly writing a 

business plan (Varis and Elfvengren, 2005). An alliance passes through several stages. 

Wahyuni (2003) separates the lifecycle of an alliance into three stages: formation, 

operation, and evaluation. Partner selection is part of the formation stage. The partner 

selection phase itself consists of several steps; the literature is not entirely consistent with 

regard to the steps involved. 
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Steps of Partner selection Process

Search; screen; negotiate; plan; contract; select.

Importance of selection process.

Form: assess yourself; storm: explore prospective partner; 

norm: initiate activities; perform: make commitments.

Preliminary phase (strategy and team); identify potential 

partners; screen and select.

Identification of selection criteria; matching of 

knowledge-related resources and capabilities across firms, 

settings, and time; setting a motive for alliance formation; 

selection based on  partner selection criteria.

Partner profile description; top management support; 

self analysis; interaction activities with potential partners.

Pre alliance: develop needs and motivations, date with 

partners; Searching: develop criteria, identify and screen 

potential partners; Valuing and negotiating: business plan 

and contract; coordinate teams.

Self analysis; set a strategy; identify potential partners; 

screen and select by criteria.

1. First contact, 2. Early negotiations, 3. Analysis of 

potential partner, 4. Second-stage negotiations, 

5. Signing of the contract, 6. Early phases of partnership, 

7. Training, 8. Consultant gives further training, 

9. Pilot case, 10. Normal operations, 11. Review.

Table 4.1 provides an overview of the contributions in this area. It shows which steps 

were proposed by which authors.

Table 4.1: Elements in the partner selection process

Authors  

De Man et al. (2001)

Chung et al. (2000) 

Beekman & Robinson (2004)

Brouthers et al. (1995) 

Dent (2004)

Elram (1991)

Nielsen (2003) 

Nijssen et al. (2001) 

Spekman et al. (2000) 

Varis & Elfvengren (2005)

Varis et al. (2005) 
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Most authors agree that screening partners based on selection criteria is a step in the 

process. Most authors also agree that some preparatory work is to be done before 

companies enter the process of selecting a partner, for example by determining 

partnering needs The main differences among the authors are that some combine 

different phases whereas others split them. Nijssen et al. (2001) list “interaction 

activities with potential partners” as one step, whereas Varis et al. (2005) discern five 

steps that fall under this heading. Taking the results of our literature review together, 

we identify sixteen steps that are presented in Table 4.2.

Table 4.2: Steps in the partner selection process

1.  Development of partner selection team

2.  Identification of partnering needs

3.  Identification of partnering opportunities

4.  Definition of company’s objectives for alliance

5.  Definition of partner selection criteria

6.  Creation of long-list of prospective partners

7.  Arrangement of orientation meeting with prospective partners

8.  Determination of shortlist of prospective partners

9.  Screening of shortlisted partners against partnering criteria

10.  Arrangement of beauty contest (possible partners present 

  themselves and their ideas about the alliance)

11.  Ranking of prospects (internal prioritization of potential partners)

12.  Final choice of partner

13.  Negotiation of alliance with prospective partner

14.  Arrangement of social event with selected partner

15.  Writing of legal agreements

16.  Joint writing of business plan
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In the first step a team receives the responsibility for selecting a partner. People 

from all levels in the organization may be involved in this. The second step identifies 

the precise partnering needs of the company. This may involve an analysis of the 

company’s strategy and capabilities to determine how a partner can best assist. Step 3 

aims to identify partnering opportunities: are any partners available? This is followed 

by step 4 in which the company defines its objectives for the alliance. In addition to 

the objective of the partnership and their own objectives, companies should consider 

an objective for the potential partner (Lewis, 1992). Identifying the partner selection 

criteria is step five. Among others, Glaister (1996) and Douma et al. (2000) provide 

an overview of partner selection criteria that may be useful at this step. Typically these 

include hard (financial strength, market position) and soft (culture, personal chemistry) 

factors. Step 6 involves the creation of a long-list of prospective partners, which may 

be assembled by scouting for potential candidates or considering existing partners. 

An orientation meeting with prospective partners (step 7) may narrow down the 

choice to a shortlist (step 8). By screening shortlisted partners in more detail against 

the partner selection criteria (step 9) the company will further reduce the shortlist and 

can then invite the remaining candidates to present themselves and their ideas about 

the alliance in a “beauty contest” (step 10). In step 11 each of the prospects is ranked 

according to their fit with the selection criteria, leading to a final choice of partner in 

step 12. The final alliance deal is negotiated in step 13. Before the partner selection 

process ends an informal social event may be organized (step 14). 

The legal agreements are drawn up in step 15, followed by a business plan for the 

alliance in the final step. This last step operationalizes the alliance and is also the first 

step toward implementation.
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4.3 Data collection and methodology

Our study explores which steps are used and how important alliance practitioners find 

these steps. In this chapter four research questions are being addressed:

1) Which partner selection steps are used by alliance managers? 

2) Which steps in the partner selection process are perceived as more 

 important than others for the success of an alliance?  

3) Do certain groups of partner selection steps occur more frequently together  

 than others? 

4) Are certain groups of partner selection steps more important for achieving  

 alliance success than other?

To answer these questions, a survey was developed to measure the use of 16 steps 

in the partner selection process. We used dichotomous variables to measure whether 

companies use these steps. In addition we measured alliance performance by asking 

for the company’s  alliance portfolio success rate over the past five years (2003-2008), 

following Duysters et al. (2004) and Anand and Vassalo (2002). To gather data, the 

sample was used as discussed in 

chapter three; it consists of 100 managers and 992 important alliances.

4.4 Analysis and results

Following our research questions we looked first at which partner selection steps 

are used by alliance managers. Next we studied the importance of individual steps 

on alliance success (item-level analysis) and finally we looked at groups of steps and 

their importance on alliance success (scale-level analysis). Table 4.3 shows the results 

of the first analysis; it lists the five steps that are most and least often used by all 

respondents. 
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Table 4.3: Most and least frequently used steps (percentages)

Steps most often used    Steps least often used 

1. Identification of    86.3%  1. Arrangement of    15.2%

partnering opportunities    beauty contest 

2. Definition of company’s    83.8%  2. Creation of long-list   33.8%

objectives for alliance    of prospective partners  

3. Negotiation of alliance    83.5%  3. Ranking of prospects   41.8%

with prospective partner  

4. Identification of   78.8%   4. Arrangement of   45.6%

partnering needs      social event with 

      selected partner 

5. Writing of legal agreements  75.9%  5. Screening of     50.6%

      shortlisted

      partners against 

      partnering criteria 

We noticed that steps related to listing and screening partners are least often used. On the other 

hand steps focusing on internal partnering needs, objectives and opportunities are most often 

used. Table 4.3 shows what companies are actually doing; it does not show to what extent this 

is effective or which steps are more important for alliance success. To research this, we divided 

the respondents into a group of high performers (success rates of 60% and higher) and a 

group of low performers (success rates of 40% and lower)1.  Firms having a performance level 

between 41% and 60% were excluded from this analysis because prior studies suggest that 

on average success rates of alliances vary from 40-60% ( for an overview see Duysters et all., 

1999).  Using discriminant analysis in line with Duysters and Hagedoorn (2001), we analyzed 

the differences or similarities among low and high performing alliance firms. Discriminant 

analysis is a statistical method that enables us to identify differences between classes or groups 

with respect to various variables simultaneously (Tabachnik and Fidell, 2001). In this study, by 

making use of various dummy variables that represent the different partner selection steps, 

discriminant analysis can help analyze if high performing firms use certain steps more often 

than low performing firms. It may allow us to verify which partner selection steps are more 

  1 We performed robustness checks by varying the success ratio to 50% and we found similar statistical results.
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important than others in enhancing alliance performance. The starting point for a discriminant 

analysis is the evaluation of the mean scores on the individual steps (variables) of firms from 

the two main success categories. Table 4.4 shows the results. This analysis includes 87 of the 

100 cases since the average performance group (41-60%) was left out of the analysis. The 

mean values of only three variables differ significantly between the two groups. The three 

steps that are perceived as more important than others for alliance success are : development 

of partner selection team, negotiation of alliance with prospective partner, and screening of 

shortlisted partner against partnering criteria.

Table 4.4: Tests of equality of group means

Steps in the partnering process Wilks’ Lambda F Sig.

Development of partner selection team .925 6.935 .010

Identification of partnering needs  .972 2.439 .122

Identification of partnering opportunities  .985 1.271 .263

Definition of company’s objectives for alliance .967 2.915 .091

Definition of  partner selection criteria .999 .095 .759

Creation of long-list of prospective partners .989 .928 .338

Arrangement of orientation meeting  .980 1.736 .191

with prospective partners 

Determination of shortlist of  .992 .648 .423

prospective partners 

Screening of shortlisted partners against  936 5.833 .018

partnering criteria .

Arrangement of beauty contest .988 1.020 .315

Ranking of prospects  .996 .318 .575

Final choice of partner .992 .692 .408

Negotiation of alliance with  .926 6.778 .011

prospective partner 

Arrangement of social event with  .975 2.162 .145

selected partner 

Writing of legal agreements .960 3.568 .062

Joint writing of business plan .997 .237 .628

+ p<0.10
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\The goodness of the discriminant functions is also considered and the results are 

reflected in various indicators presented in table 4.5 and 4.6.

Table 4.5 Eigenvalues 

* first 1 canonical discriminant functions were used in the analysis

Function Eigenvalue % of variance Cumulative % Can.correlation

1  .496 100.0                   100.0  .576                                                                    

Table 4.6 Wilks’ Lamda

+ p<0.10

Test of Function (s Wilks’ lamda Chi-squar df Sig.

1 .668 31.035                  16 .013

The first indicator is the eigenvalue which represents the relationship of the between 

group and the within group sum of squares. Higher eigenvalues can be related to 

more discriminating functions. In this case, the function seems to have moderate 

to strong discriminating power. Other important statistics include the canonical 

correlation, representing the proportion of total variance that is accounted for 

differences among high and low-performing firms. A chi-square of 31.035 and a 

corresponding significance of 0.013 imply that the hypothesis, that the mean scores 

on the various variables for the different groups are equal, can be rejected at the 

10% level. The effectiveness of the discriminant functions is measured by classifying 

all cases according to their scores on the combined discriminant functions. Whereas 

the prior probability of classification is 50% in case of equally sized groups, the actual 

classification procedure results in a correct classification of 74.7% of the cases. This 

indicates a relatively large degree of divergence among firms from the two performance 

categories.  To ensure that the results were indeed robust, we performed a number of 

additional tests (i.e. the Box’s M test and the hit ratio, see appendix C for the results of 

these tests). In order to get additional insights into the importance of the predictors, it 

is interesting to analyze structure coefficients. The next table 4.7 shows the structure 
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matrix, showing the structure coefficients for our predictors. The predictors are listed 

from high loadings to low loadings. These coefficients help determine the relative 

similarity between a certain variable and a discriminating function (Klecka, 1980). The 

greater the absolute magnitude nears +1.0 or -1.0, the more a coefficient carries the 

same information as the function, so they tell us what variables are most useful in 

discriminating between low and high-performing firms.

Table 4.7 structure matrix

        Function 1

the development of a partner selection team   .405

negotiating the alliance with the prospected partner  .401

screening of short listed partners against defined    .372

partnering criteria 

writing legal agreements      .291

define your company’s objectives for the alliance   .263

identify partnering needs of your company   .240

organizing social event with selected partner   .226

orientating meeting with prospective partners   .203

identify partnering opportunities in the market   .174

beauty contest (you invite several possible partners to 

present themselves and their ideas about the alliance to you) .156

create long list of prospective partners    -.148

final choice of partner      -.128

determine short list of prospective partners   .124

ranking of prospects (internal prioritization of potential partners) .087

joint writing of the business plan     .075

define partner selection criteria     .047

There is no consensus with respect to what level represents a good cutoff point 

(Tabachnick and Fidell, 2001).  However, in general loadings of .30 and higher show a 

significant contribution of the predictor to the discriminant function. We reckon that 
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three predictors have sufficiently large loadings to identify these as discriminating 

factors between low and high-performing firms. Consequently, the following steps 

are considered important on basis of the structure matrix: the development of a 

partner selection team, negotiating the alliance with the prospected partner, and 

screening of shortlisted partners against partnering criteria. 

Of these three variables, all three show a significant p-value (< 5%) in table 4.4. 

Accordingly, we deem these predictors relevant in order to distinguish between low 

and high-performing firms.

 

Next we studied the question whether certain groups of partner selection steps occur 

more frequently together than others. This may shed light on different partner selection 

tactics and their effectiveness in creating value from alliances. To investigate any 

underlying dimensions, we applied exploratory factor analysis (EFA) for dichotomous 

independents. We preferred EFA over confirmatory factor analysis because each factor 

is defined as a weighted sum of all observed variables (Gerbing & Anderson, 1988). 

The objective of EFA is to derive the smallest number of interpretable factors so as 

to adequately explain the apparent correlations among the variables used. Using an 

iterative process, we compared different factor structures; the results are presented in 

Table 4.8. For a sample size of approximately 100, the factor loadings should be 0.40 

or higher to be significant at the 5% level (Hair et al., 1998).Cronbach’s alpha was 

calculated to verify the consistency of the derived factors. The coefficient alphas are 

allowed to decrease to the 0.60 level in exploratory research (Robinson et al., 1991).
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Table 4.8: exploratory factor analysis

Steps in the partnering process Factor 1 Factor 2  Factor 3

Cronbach’s alpha                           .807 .613  .609

Wilk’s Lamda .089 .116  .165

Identification of partnering needs    .569 

Identification of partnering     .670

opportunities    

Definition of company’s   .457

objectives for alliance     

Creation of long-list of  .743

prospective partners      

Arrangement of orientation     .520

meeting with prospective partners      

Determination of shortlist of  .702

prospective partners      

Screening of shortlisted partners  .676

against partnering criteria      

Arrangement of beauty contest    .727  

Ranking of prospects  .783    

Final choice of partner   .643  

Joint writing of business plan      .771

To check whether common method bias occurs, Harman’s one factor test of table 

4.8 has done ( see table 3 in appendix C). This means that all items used in the study 

loaded in a factor analysis. There was no evidence of a factor or a general factor that 

influenced the majority of the variance. In summary, it can be concluded that there is 

no strong evidence  for common method bias in this study.

Table 4.8 shows that the reliability for the items in group 1 is high, while the reliability 

for the other groups is lower although they have a Cronbach’s alpha >0.6. One 

estimate of reliability, however, was higher than when using all sixteen items for 
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measuring the same construct (0.789). This result also implies that the correlation 

between items in group 1 is higher than the correlation between items in the 

other groups. To check that this is indeed true, we used the correlation command: 

multivariate with Wilkinson (see Table 4.8).

We see that corr(group 1)=0.089, confirming the results of the reliability analysis. 

Thus, since the data are not unidimensional, the sixteen items should not be combined 

into a single scale. Instead, the items can be combined in three factors so three groups 

of steps occur. 

The first factor emphasizes steps related to use of a short and long list of potential 

partners in order to screen them. This group is called listing and screening. The second 

factor includes steps that have in common to identify internal  needs and goals in 

order to assess and choose partners.  This group is labelled: assessing and choosing. 

The steps in the last factor are related to orientation of alliance opportunities. By 

using these steps, partners may informally or formally  explore alliance possibilities 

together. Therefore this group is called exploring alliance potential.

To answer the last research question whether certain groups of partner selection steps 

are more important for achieving alliance success than other, we used discriminant 

analysis to compare the effects on high (61-100%)- and low-performing (0-40%) 

companies. In line with Duysters and Hagedoorn (2001), discriminant function analysis 

is again used to compare these two groups and the influence of these three factors on 

alliance performance. In contrast to regression analysis where the dependent variable 

is continuous, discriminant function analysis can deal with categorical dependent 

variables (Hair et al., 1998; Klecka, 1980). This allows us to differentiate among 

the various categories of alliance performance by means of a discriminant function, 

which derives the maximum discrimination between the two groups using alliance-

performance-group membership as a categorical, dependent variable. The results are 

given in Table 4.9.
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Table 4.9: Tests of equality of group means

 

 Wilks’ Lambda F df1 df2 Sig.

Factor 1  .953 4.107 1 84 .046

Factor 2 .999 .081 1 84 .776

Factor 3 .999 .054 1 84 .817

Number of employees .985 1.276 1 84 .262

Number of strategic  .986 1.203 1 84 .276

alliances company has 

formed in last five 

years 

Only factor 1 differs significantly for the two groups (Eigenvalues: 0.157; Wilks’ 

lambda: 0.864). The results show that the hypothesis that the group means are equal 

can be rejected at the 5% level for the steps included in factor 1, while it can be 

accepted for the steps included in factor 2 and 3. This implies that high-performing 

firms focus more on listing and screening in a structured way in their partner selection 

process than low-performing firms. 

Table 4.10 gives the structure matrix, showing the structure coefficients for our 

predictors. These coefficients help determine the relative similarity between a certain 

variable and a discriminating function (Klecka, 1980). The greater the absolute 

magnitude nears +1.0 or -1.0, the more a coefficient carries the same information as 

the function, so they tell us what variables are most useful in discriminating between 

low and high-performing firms. 
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Table 4.10: Structure Matrix

   

   Function

    1

Factor 1   .771

Number of employees -.430

Number of strategic  .417

alliances company 

has formed in last 

five years 

Factor  2   .109

Factor  3   -.088

Using a cutoff point of +/-0.30 we find that three predictors have discriminating 

power between low- and high-performing firms. On the basis of the structure matrix, 

it is apparent that only factor 1 has a high loading. Accordingly, this group can be 

identified as a discriminating factor between low- and high-performing firms and 

thus more important for alliance success. 

4.5 Conclusion 

The results of this study reveal some interesting findings about value creation through 

the implementation of a sound partner selection process. Our first research question 

asked which steps are used most often. We found a relatively high use of steps early 

in the process and less use of later steps. 

Our second question asked which steps in the partner selection process are important 

for the success of an alliance. Our item-level analysis identified three: development of 

partner selection team, negotiation of alliance with prospective partner, and screening 

of shortlisted partner against partnering criteria. These steps are used more often by 

successful firms than by unsuccessful firms. This result suggests that only a few steps 
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are important in differentiating high- and low-scoring firms. Current theory provides 

little insight into why these three are important. The development of the partner 

selection team may play a role in ensuring that the different groups that must work 

with an alliance are able to provide input (Elram, 1991; Spekman et al., 2000; Dent, 

2004). This may lead to the selection of a partner that is not only favored by top 

management but also has broader support in the organization (Nijssen et al., 2001; 

Varis et al., 2005). This may ease the implementation of the alliance. Negotiation 

seems to be logical as a discriminating step: in the negotiation process all elements 

of the alliance are discussed, and the intense interaction between the partners 

will give them a feeling about the feasibility of the alliance from a cultural and 

personal-chemistry viewpoint (De Man et al., 2001; Chung et al., 2004; Beekman 

& Robinson,2004). Additionally, negotiation has a sensemaking function  because 

it facilitates the creation of more congruent understandings among participants in 

alliances (Vlaar et al, 2006).  Finally, the screening of partners on the shortlist may 

ensure a good fit with the goals of the organization (Nielsen, 2003; Spekman et 

al. 2000; Varis & Elfvengren, 205 ). These explanations are tentative and do not 

indicate why other steps in the partner selection process discriminate less. There is 

an obvious gap in the literature here.

Our third question asked whether certain groups of steps occur together. We found 

three approaches to partnering that combined specific steps: listing and screening 

structurally, assessing and choosing internally, and exploring alliance potential 

mutually. 

Our fourth research question concerns whether certain groups of steps are more 

important than others. The results show that successful firms make more use of a 

structured approach focusing on steps related to listing and screening in the partner 

selection process. This is an interesting result because due to using a technique for 

discriminating between low and high performers, this strategy includes steps that 

are not in line with table 4.3. Steps least often used as mentioned in table 4.3 are 

included in this strategy, showing that the steps most often used by companies are 

not effective for alliance success. Accordingly, companies need to apply the steps 

they least often use to become more successful. 
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Less-structured and formalized approaches did not discriminate between high and 

low performers. One reason that the approach taken by factor 1 is more effective 

may be the more comprehensive nature of the this approach. It ensures that all 

relevant aspects of a partner are considered. That the internal screening and choosing 

approach is less effective fits well with the literature (Dent, 2004; Nielsen, 2003; 

Nijssen,  et al., 2001). Alliances require collaboration and therefore they demand an 

external focus. An internal selection focus is unlikely to lead to an alliance that is of 

benefit to both partners. 

This will undermine the stability of the alliance. It is less clear why the mutual 

exploration approach is not effective. Maybe too strong a focus on working with 

a partner leads to a mismatch in the internal strategies of the companies. Another 

explanation may be that this approach focuses more on the process than the content. 

Insufficient attention to the more difficult aspects of the business may result, which 

may lead to the eventual failure of the alliance. 

The results point to a remarkable insight on the issue of the early stage of the partner 

selection process versus the later stage. Although the individual steps that differ 

between successful and unsuccessful firms are not limited to the early or late stage, 

the factor analysis showed that by focusing on a group of steps concerned to listing 

and screening in the early stage of the partner selection process, alliances may be 

more successful. 

4.6 future research and implications

These results also have implications for future research. Our exploratory study has 

raised a number of questions. Why are the three identified steps (development of 

partner selection team, negotiation of alliance with prospective partner, screening of 

shortlisted partner against partnering criteria) so important? What is the real value of 

a structured process? What are its limits? Clearly more detailed research is necessary. 

This may involve a more fine-grained case-study analysis that will lead to new theories. 

The current level of theorizing is unable to answer these questions.



70 71

Another question is whether the partner selection process as defined here also works 

when partners select each other. Our approach assumed that one partner selects 

another, whereas in reality mutual partner selection may take place. Do the success 

factors that we found also apply to mutual processes? Is a structured approach 

effective in those situations as well? Or are the steps different altogether?

Our research also has implications for the emerging literature on alliance capability. 

To date this literature has hardly looked at individual tools or processes. Only Kale et 

al. (2002) have made an indepth study of one element of alliance capability, namely 

alliance departments. Others have tended to combine tools and processes (Duysters 

et al., 2004). This study shows that it is worthwhile to study individual tools and 

processes in depth. It has added value to the existing theory by focusing on different 

steps and groups of steps. The next step in alliance-capability research may be to 

investigate how knowledge and experience are built with individual tools or processes.

Our results also have implications for management. Alliances are not only about 

relational fit. A structured, well-thought-out, rational process for selecting partners 

performs better than a less-structured process. Investing in a rational process will 

therefore deliver value. With the majority of the steps used by the majority of 

companies, it appears that many companies have already implemented such processes. 

However, a substantial minority has not yet done so. They are advised to revisit their 

partner selection processes.
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5.1 introduction

Research shows high failure rates of alliances, which are often related to the difficulty 

of managing them (Ireland et al, 2002). Possible conflicting interests threaten alliance 

performance. Effective governance mechanisms are therefore important to prevent 

alliance failure ( Dyer & Singh, 1998;  Dekker, 2004; Ireland et al., 2002). Two general 

governance modes are shown by literature, formal and informal governance (Poppo, 

2002). Formal governance use formal mechanisms, such as contracts to govern the 

alliance (Poppo et al., 2002; Lee et al., 2006). Informal governance use informal/social 

mechanisms such as trust to govern alliances (Poppo, 2002; Das et al, 2002). 

Interestingly, a debate appeared concerning the role of these opposing governance 

mechanisms within  alliances (Das & Teng, 2001; de Man & Roijakkers, 2009). According 

to the substitution perspective, either formal or informal governance mechanisms 

should be used to manage an alliance. On the other hand, the complementary 

perspective state that formal and informal governance mechanisms  are both needed 

to manage an alliance because they complement each other (Dyer et al., 2003; Das 

et al., 1998). The substitution view is mostly adopted by previous literature, showing 

a preference for either formal ( Gomes-Casseres, 1996; Doz et al., 1998; Bamford et 

al, 2003) or informal mechanisms ( Das et al. 2003; Jones, 1997). 

Alliances have different phases in their lifecycle and each phase requires different 

managerial attention ( Spekman et al., 1998; Hoffmann et al., 2001). Depending on 

the phase in the alliance process, different governance mechanisms have a differential 

effect on alliance performance (Jap, 2007). Unfortunately, previous research and 

debates only emphasized the role of formal and informal governance mechanisms in 

the formation phase of alliances. 

This chapter will investigate how this debate can be applied within the pre-formation 

phase of alliances during the partner selection process. This is important because 

effective alliance management starts by selecting a good partner enhancing alliance 

success (Bierly III & Gallagher 2007).

In the pre-formation phase, partners are selected who have not cooperated with 

each other before; cultural distances may exist, and trust is build (Gulati et al., 2000). 

In the pre-formation phase, partners begin to shape their mutual expectations and 
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objectives of the alliance, leading to possible conflicting interests and some partners 

may leave the alliance because of a lack of fit. The relational climate is weak so it is 

worthwhile to investigate which formal and informal partner selection criteria need to 

be used in order to mitigate possible governance and risk issues that may appear in the 

post-formation phase of alliances (Ireland et al., 2002; Dekker, 2004).  Accordingly, 

by adopting formal as well as informal partner selection criteria as governance 

mechanisms within the pre-formation phase of an alliance, key governance issues such 

as financial, organizational and strategic focus are handled already in the beginning 

of an alliance to form common ground resulting into partners who are committed to 

proceed through the alliance, enhancing alliance performance.  

This chapter starts with a theoretical debate about the importance of formal versus 

informal governance mechanisms within alliances and integrates this with the partner 

selection process of alliances. It continues with a review of the literature on partner 

selection criteria. This leads to a comprehensive list of formal and informal criteria 

that companies may use when selecting a partner. The subsequent section describes 

how we gathered empirical material to analyze selection criteria used by companies. 

We first examine whether formal or informal criteria are   relatively more important 

than others. Next, we examine whether some groups of criteria occur jointly more 

frequently than others and if there is a relation between the use of either formal or 

informal groups of criteria and alliance success. In the discussion section we give the 

implications of our findings.

5.2 Theoretical Background

5.2.1 formal versus informal governance

The optimal balance between formal and informal governance mechanisms in 

alliances has been the subject of much research. There are different theoretical 

reasons why governance mechanisms in alliances are needed:  to reduce transaction 

costs (Williamson, 1985;1991), to create conditions to motivate the partners to 

attain desirable or preset goals (Fisher, 1995; Dyer & Singh, 1998); to coordinate 

interdependent tasks ( Dekker, 2004). In general two basic theories on governance 
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are found in the literature as already mentioned in chapter one: transaction cost 

economics and social exchange theory. The economics state that  due to a partner’s 

potential opportunistic behavior formal elements are needed to generate trust and to 

maximize outcomes for the alliance (Williamson, 1985;1991; Tomkins, 2001). Formal 

elements consist of legal, strategic and financial hostages e.g. contracts, strategic and 

equity investments, that will prevent partners from opportunism (Poppo & Zenger, 

2002; de Man & Roijakkers, 2009). 

In contrast to the economic view, the social perspective states that informal 

governance  mechanisms are needed to build intrinsic motivation between partners 

in order to prevent opportunism and to make alliances successful (Ghoshal & Bruch, 

2003; Cullen et al., 2000; Das & Teng, 2001; Gomes-Casseres, 2000; Ybarra et al, 

2009). Informal governance mechanisms like trust, shared vision, reputation and 

commitment are essential to maximize alliance performance (Dyer et al., 2003; 

Dekker, 2004). Partners’ mutual trust and shared vision stimulate cooperation and 

information sharing and there will be less need for formal control leading to distrust 

(Gulati, 1995; Dyer &Singh, 1998).

A debate has emerged about the question as to whether formal and informal 

governance mechanisms are substitutes or complements (Adler, 2001; Dyer & Singh, 

1998; Das & Teng, 1998; Poppo & Zenger, 2002; Dekker, 2004). The substitutive 

view suggests that formal and informal mechanisms are equally valuable governance 

elements and that they are inversely related; more informal elements like trust result in 

less use of formal elements like contracts and vice versa (Gulati, 1995; Dyer & Singh, 

1998; Dekker, 2004; de Man & Roijakkers, 2009).  In case a partner has a trustworthy 

image, less formal control elements may be used because partners are believed to act 

in the importance of the alliance (Ouchi, 1979; Dekker, 2004) Additionally, using too 

many formal elements implies a lack of trust and the quality of a partners’ relationship 

may be damaged (Das & Teng, 1998). In contrast to this view, the complementary 

perspective suggests that formal and informal elements are additively related and both 

are needed to enhance alliance success. Formal elements e.g. contracts, stimulate 

trust between alliance partners by creating objectivity, certainties regarding partner’s 

behavior and reducing risk (Poppo & Zenger, 2002; Lee & Cavusgil, 2006).
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A related debate looks at the relationship between risk, control and trust (Das & Teng, 

2001; de Man & Roijakkers, 2009). Accordingly, the level of trust and control in an 

alliance depends on the level of  performance and relational risk. These two types of 

risk are about the uncertainties in alliance performance and partner cooperation (Das 

& Teng, 2001). Authors came with frameworks to shed light on the complement/

substitute debate (Das & Teng, 2001; de Man & Roijakkers, 2009). When both types of 

risk are high, companies may complement trust and control to deal with a demanding 

environment and uncertainty regarding the partner (Das & Teng, 2001; de Man & 

Roijakkers, 2009). When both types are low, companies may apply trust and control 

as substitutes in an undemanding environment. Governance is needed to handle 

uncertainty about partner’s intentions (high relational risk/low performance risk) and 

trust is needed to handle an unpredictable environment (high performance risk/low 

relational risk) (Das & Teng, 2001; de Man & Roijakkers, 2009). Accordingly, whether 

control and trust are complements or substitutes is contingent on the type of risk. The 

debate should therefore refocus on the contingencies and broaden to include also 

the partner selection process. By including the partner selection process, relational 

risks may be governed because informal and formal governance mechanisms can be 

applied within selection criteria. 

Current debates are aimed at the variety of mechanisms companies may use to 

develop a governance structure enhancing alliance performance. Effective alliance 

management starts when selecting a partner, which influences the need to develop 

formal and informal selection criteria as governance mechanisms (Ireland et al., 2002; 

Dekker, 2004;2008). Selecting a potential partner with appropriate trustworthy 

behavior, may reduce the creation and use of formal criteria. Strategic mismatch, 

opportunism or conflict can be reduced by assessing  a partner’s legal structure, norms 

and objectives, for instance through talking to each other or each other’s lawyers at 

network meetings. Accordingly, selecting a good partner may mitigate governance 

and risk issues (Ireland et al., 2002; Dekker, 2004) enhancing alliance success (Bierly III 

& Gallagher 2007), so it is worthwhile to apply the debates as mentioned above on the 

partner selection process to take account of which formal and informal governance 

elements are needed as partner selection criteria.



78 79

In order to apply this, a number of research questions are addressed:

1. Do alliance managers emphasize formal or informal criteria when they select   

 partners?

2. Are formal selection criteria more important than informal criteria for the 

 success of an alliance? 

3. Do certain groups of partner selection criteria occur more frequently together  

 than others?

4. Are groups of formal partner selection criteria more important for achieving 

 alliance success than informal ones?

5.2.2 The use of  partner selection criteria

To study our research questions a list was compiled of formal and informal partner 

selection criteria. Several researchers have pointed at variables that can be marked 

as criteria for partner selection. We clustered the different selection criteria found in 

literature in two groups: formal and informal elements as mentioned in 5.2.1. The 

analysis of the criteria in the literature leads to 39 criteria that have been used as the 

independent variables of this study. Table 5.1 provides an overview of these criteria.

Table 5.1: Criteria of the partner selection process

Formal Criteria 1. strategic compatibility ( Spekman et al, 2000; Wahyuni, 2003;   

  Gomes-Casseres, 2000; Hagedoorn & Duysters, 2002;   

  Das &Teng, 2002; Dacin et al., 1997; Douma et al., 2000; 

  Dekker, 2004/2008; Poppo & Zenger, 2002; Vlaar et al., 2006)

        2. strategic importance of the alliance for the partner  ( Spekman et  

  al, 2000; Wahyuni, 2003; Gomes-Casseres, 2000; Hagedoorn &  

  Duysters, 2002; Das &Teng, 2002; Dacin et al., 1997; Douma et  

  al., 2000; Dekker, 2004/2008; Poppo & Zenger, 2002; Vlaar 

  et al.,2006)

 3. the network the partner is in ( Glaister & Buckley, 1999; Gulati  

  1998)
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Formal Criteria 4. added-value for  the customer  ( De Man et al., 2001; Wahyuni,  

  2003; Das & Teng, 1999; Park & Ungson, 2001; Doz, 1996; 

  Walters et al., 1994)

 5. effect on stakeholders ( Spekman et al, 2000; Wahyuni, 2003;   

  Gomes-Casseres, 2000; Hagedoorn & Duysters, 2002;   

  Das &Teng, 2002; Dacin et al., 1997; Douma et al., 2000; 

  Dekker, 2004/2008; Poppo & Zenger, 2002; Vlaar et al., 2006)

 6. complementarity ( Spekman et al, 2000; Wahyuni, 2003; 

  Gomes-Casseres, 2000; Hagedoorn & Duysters, 2002; Das   

  &Teng, 2002; Dacin et al., 1997; Douma et al., 2000; Dekker,   

  2004/2008; Poppo & Zenger, 2002; Vlaar et al., 2006)

 7. willingness to share resources (Varis & Conn, 2002; Geringer,   

  1991; Al-Khalifa & Peterson, 1999)

 8. previous experience with alliances ( Hoffman 7 Schlosser, 2001;  

  Holtbrugge, 2004; Vaara, 2000; Varis & Conn, 2002; Geringer,  

  1991; Duysters et al., 1999/2012; Duysters et al., 1999; Nielsen,  

  2003)

 9. decision-making procedures ( De Man et al., 2001; Wahyuni,   

  2003; Das & Teng, 1999; Park & Ungson, 2001; Doz, 1996; 

  Walters et al., 1994)

 10. organizational structure ( De Man et al., 2001; Wahyuni, 2003;  

  Das & Teng, 1999; Park & Ungson, 2001; Doz, 1996; Walters 

  et al., 1994)

 11. alliance capability ( Hoffman 7 Schlosser, 2001; Holtbrugge,   

  2004; Vaara, 2000; Varis & Conn, 2002; Geringer, 1991;   

  Duysters  et al., 1999/2012; Duysters et al., 1999; Nielsen, 2003)

 12. relations with unions partners have (; Wahyuni, 2003; Das &   

  Teng, 1999; Park & Ungson, 2001; Doz, 1996; Walters et   

  al., 1994)

 13. legal structure of the partner ( Hoffman & Schlosser, 2001; 

  Holtbrugge, 2004; Vaara, 2000; Varis & Conn, 2002; Geringer,  
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Formal Criteria  1991; Duysters et al., 1999/2012; Duysters et al., 1999; Nielsen,  

  2003)

 14. size of the partner’s company ( De Man et al., 2001; Wahyuni,   

  2003; Das & Teng, 1999; Park & Ungson, 2001; Doz, 1996; 

  Walters et al., 1994)

 15. relative bargaining position ( De Man et al., 2001; Wahyuni,   

  2003; Das & Teng, 1999; Park & Ungson, 2001; Doz,   

  1996; Walters et al., 1994)

 16. financial resources ( Nielsen, 2003; Das & Teng, 1999; Margulis &  

  Pekar, 2001; Spekman et al., 2001)

 17. customer service (Varis & Conn, 2002; Geringer, 1991; Al-Khalifa  

  & Peterson, 1999)

 18. technology resources ( Nielsen, 2003; Das & Teng, 1999; 

  Margulis & Pekar, 2001; Spekman et al., 2001)

 19. R&D resources (Varis & Conn, 2002; Geringer, 1991; Al-Khalifa &  

  Peterson, 1999)

 20. knowledge ( Medcof, 1997; Brouthers et al., 1995; Duysters ,   

  2001; Doz & Hamel, 1998; Spekman et al., 2000)

 21. production resources (Varis & Conn, 2002; Geringer, 1991; 

  Al-Khalifa & Peterson, 1999)

 22. managerial resources ( Medcof, 1997; Brouthers et al., 1995; 

  Duysters , 2001; Doz & Hamel, 1998; Spekman et al., 2000)

 23. legal culture ( Hoffman & Schlosser, 2001; Holtbrugge, 2004;   

  Vaara, 2000; Varis & Conn, 2002; Geringer, 1991; Duysters et   

  al., 1999/2012; Duysters et al., 1999; Nielsen, 2003)

 24. influence on position in alliance network ( Dacin et al., 2007; 

  Duysters et al., 1999; Glaister & Buckley, 1999; Gulati 1998)

 25. development of alliance capabilities ( Draulans et al., 1999; 

  Margulis & Pekar, 2001; Spekman et al., 2000; Medcof, 1997;   

  Nielsen, 2003; Duysters, 2001, Duysters et al, 2012)

 26. strategic value for the future ( Spekman et al, 2000; Wahyuni,   

  2003; Gomes-Casseres, 2000; Hagedoorn & Duysters, 2002; Das  
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Formal Criteria  &Teng, 2002; Dacin et al., 1997; Douma et al., 2000; Dekker,   

  2004/2008; Poppo & Zenger, 2002; Vlaar et al., 2006)

Informal criteria 27. personal relationships ( Dacin et al., 1997; Dacin et al., 2007; 

  Duysters et al., 1999)

 28. commitment ( Geringer, 1991; Brouthers et al., 1995; Spekman  

  et al, 2000; Douman, 2000; Cullen et al., 2000; 

  Gomes-Casseres,  2000; Dekker, 2004/2008; Poppo & Zenger,   

  2002; Nielsen, 2003; Dyer & Singh, 1998; Kim & Lee, 2003; de  

  Man et al., 2001)

 29. top management support ( Cullen et al, 2000; Gomes-Casseres,  

  2000).

 30. motivation to cooperate ( Geringer, 1991; Brouthers et al., 1995;  

  Spekman et al, 2000; Douman, 2000; Cullen et al., 2000; 

  Gomes- Casseres, 2000; Dekker, 2004/2008; Poppo & Zenger,   

  2002; Nielsen, 2003; Dyer & Singh, 1998; Kim & Lee, 2003; de  

  Man et al., 2001)

 31. organizational culture ( Spekman et al, 2000; Wahyuni, 2003;   

  Gomes-Casseres, 2000; Hagedoorn & Duysters, 2002;   

  Das &Teng,  2002; Dacin et al., 1997; Douma et al., 2000; 

  Dekker,  2004/2008; Poppo & Zenger, 2002; Vlaar et al., 2006)

 32. trustworthy behavior of the partner ( Geringer, 1991; Brouthers  

  et al., 1995; Spekman et al, 2000; Douman, 2000; Cullen et al.,  

  2000; Gomes-Casseres, 2000; Dekker, 2004/2008; Poppo & 

  Zenger, 2002; Nielsen, 2003; Dyer & Singh, 1998; Kim & Lee,   

  2003; de Man et al., 2001)

 33. conflict handling skills (Wahyuni, 2003; Das & Teng, 1999; Park 

  & Ungson, 2001; Doz, 1996; Walters et al., 1994)

 34. national culture ( Spekman et al, 2000; Wahyuni, 2003; Gomes- 

  Casseres, 2000; Hagedoorn & Duysters, 2002; Das &Teng, 2002;  

  Dacin et al., 1997; Douma et al., 2000; Dekker, 2004/2008; Pop 

  po & Zenger, 2002; Vlaar et al., 2006)

 35. shared strategic vision of the partner ( Vaara, 2000; Varis &   
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Informal criteria  Conn, 2002; Holtbrugge, 2004; Dacin et al., 2007; Das & Teng,  

  1999)

 36. reputation of the partner ( Dacin et al., 1997; Dacin et al., 2007;  

  Duysters et al., 1999)

 37. influence of this partner on your company image ( Glaister &   

  Buckley, 1999; Gulati 1998)

 38. shared vision of the partner towards profit sharing ( Vaara, 2000;  

  Varis & Conn, 2002; Holtbrugge, 2004; Dacin et al., 2007; Das &  

  Teng, 1999)

 39. shared vision of the partner on innovation ( Vaara, 2000; Varis &  

  Conn, 2002; Holtbrugge, 2004; Dacin et al., 2007; Das & Teng,  

  1999)

Formal criteria are explicit conditions of a partner that enhance control and 

collaboration. It refers to  having strategic elements in common and a close matching 

of aims (Das & Teng, 2002). If there are no synergistic gains the goals could be hard 

to reach and there may be no point in forming an alliance. It also refers to resources 

required for competitive success and future alliance intentions ( Geringer, 1991; Varis 

& Conn, 2002; Dacin et al., 2007; Nielsen, 2003) This group includes criteria such 

as strategic compatibility, financial resources, legal structure/culture, decision-making 

procedures, network of partner, added-value for customer, development of alliance 

capabilities and effect on stakeholders (Dacin et al., 2007; Das & Teng, 2002; Douma 

et al., 2000; Holtbrugge, 2004; Varis & Conn, 2002; Wahyuni, 2003). All formal 

conditions of  a partner may be taken into account during the selection process to 

determine if there are any conflicts of interests or synergies between the partners 

that may lead to strategic control issues (Dacin et al., 2007; Dekker, 2008; Wahyuni, 

2003). Also, the added value of the joint activities for the clients and the acceptance 

of the alliance by the market and stakeholders play a role. Finally, partners should be 

mutually dependent and willing to innovate and to share resources e.g., employees 

and knowledge in order to gain alliance success. 
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Informal criteria are implicit/social conditions of a partner that enhance control and 

collaboration. This group includes criteria such as commitment, top management 

support, trustworthy behavior, reputation, shared vision and personal relationships. 

If the partner’s people are easy to get along with, trust each other, are willing to 

cooperate, and committed to success, the alliance may be more successful (Brouthers 

et al, 1995; Spekman et al, 2000; Douma 2000). Partners who have a shared vision for 

developments in the business environment and for the sharing of revenues and costs, 

and who have the same expectations, objectives, and belief in the importance of the 

alliance, may last longer and may be more willing to become successful together 

because they behave and collaborate in the sake of the alliance and not for their own 

interest (Geringer, 1991; Glaister, 1996; Douma et al. ,2000). The commitment of top 

management is also important because an alliance can easily fail as a result of a lack 

of top management support. Top managers of the alliance partners need to show 

their support and their belief in the alliance in order to motivate the collaboration ( 

Cullen et al, 2000; Gomes-Casseres, 2000). 

5.3  Data collection and Methodology

Our study explores the use and effectiveness of formal versus informal partner selection 

criteria. The list of  39 criteria represents four research questions as mentioned in 

5.2.1. To answer these questions, a survey was developed to measure the use of these 

criteria in the partner selection process. We used dichotomous variables to measure 

whether companies use these steps. In addition we measured alliance performance by 

asking for the company’s  alliance portfolio success rate over the past five years (2003-

2008), following Duysters et al. (2004) and Anand and Vassalo (2002). To gather data, 

the sample was used as discussed in chapter three; it consists of 100 managers and 

992 important alliances.
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5.4  Analysis and results

Following our research questions we looked first at the most and least used criteria. 

Next we studied the influence of individual criteria of the partner selection process on 

alliance success (item level analysis) and finally we looked at the influence of groups 

of criteria on alliance success (scale level analysis).

Table 5.2: Most and least frequently used criteria in percentages

Criteria most often used  Criteria least often used 

1. Knowledge of the partner 89.6% 1. Relations with unions 9%

2. Top management support 88.5% 2. Legal culture  16.9%

  (does the business drive the 

  alliance process or do the lawyers?) 

3. Added-value for customer 88.5% 3. Legal structure  24.4%

  (rules, regulations and legal 

  form of the partner) 

4. Commitment 87.2% 4. Organizational structure  25.6%

  (governance model) 

5. Strategic value for the future 87.0% 5. National culture 25.6%

Table 5.2 shows the results of the first analysis. It lists the five criteria that are most 

and least often used by all respondents.  These results are not new, compared to other 

studies. Alliance managers do not emphasize formal or informal criteria because both 

are among the top five used.  

Table 5.2 shows which selection criteria are used by alliance professionals; it does not show 

to what extent some criteria are more important than others for the success of an alliance. In 

order to research this, we divided the respondents into a group of high performers (success 

rates of 60% and higher) and a group of low performers (success rates of 40% and lower)2. 

By using discriminant analysis we explored the differences between these groups. Table 5.3 

shows the results whether the high performers used different criteria than the low performers. 

  2 We performed robustness checks by varying the success ratio to 50% and we found similar statistical results.
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Table 5.3: Test of equality of group means

Criteria in the partnering process Wilks’ Lambda F Sig.

strategic vision of the partner  .992 .668 .416

strategic compatibility  .946 4.698 .033

strategic importance of the alliance for the partner  1.000 .000 .995

the network the partner is in  .997 .246 .621

added-value for the customer  .998 .182 .670

effect on stakeholders  .918 7.400 .008

vision of the partner towards profit sharing  .976 2.072 .154

complementarity  .946 4.698 .033

vision of the partner on innovation  .999 .080 .778

willingness to share resources  .972 2.381 .127

previous experience with alliances  .987 1.074 .303

personal relationships  .970 2.543 .115

commitment  .997 .289 .592

top management support  .977 1.981 .163

motivation to cooperate  .966 2.912 .092

decision-making procedures  .952 4.198 .044

organizational culture  1.000 .032 .858

organizational structure  .971 2.506 .117

trustworthy behavior of the partner  .999 .077 .782

alliance capability  .949 4.502 .037

conflict handling skills  1.000 .041 .840

relations with unions partners have  .973 2.274 .135

national culture  .986 1.196 .277

legal structure of the partner  1.000 .001 .976

reputation of the partner  1.000 .025 .874

size of the partner’s company  .973 2.337 .130

relative bargaining position  .999 .060 .807

financial resources  .916 7.580 .007

customer service  1.000 .001 .976
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technology resources  .997 .285 .595

R&D resources  .997 .246 .621

knowledge  .945 4.842 .031

production resources  .998 .142 .708

managerial resources  .956 3.805 .054

legal culture  .989 .947 .333

influence of this partner on your company image  .995 .397 .530

influence on position in alliance network  .957 3.712 .057

development of alliance capabilities  .996 .337 .563

strategic value for the future  .991 .713 .401

+ p<0.10

The mean values of only six variables differ significantly between the two groups. The 

proportion of variance explained is moderately high3. The six variables that distinguish 

the high from the low performing organizations are: strategic compatibility, 

complementarity, decision making procedures, alliance capability, financial resources 

and knowledge.

Theory about formal governance used by alliance partners provides insight into 

why these six are important. All six criteria are formal conditions to enhance control 

and collaboration as mentioned in table 5.1. By selecting a partner based on these 

criteria, safeguards are intentionally created to control opportunism (Dekker, 2004; 

Dyer and Singh, 1998; Williamson, 1985). Strategic compatibility ensures alignment 

of objectives and expectations. Complementarity means that partners are mutually 

dependent. Decision-making procedures may ease the implementation of the alliance; 

it may be important to select a partner with similar procedures or a partner willing 

to invest in making formal decision making procedures for the alliance. They ensure 

that the partners need each other to attain success for the alliance. By selecting 

a partner who invests in strategic, financial or specialized assets like knowledge or 

alliance capabilities, economic incentives of the partners will be aligned. Partners are 

encouraged to cooperate and act towards value-creation of the alliance because their 

  3 Eigenvalue: 1.791; Canonical correlation: 0,801; Wilk’s lambda: 0,358
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investments may increase in value (Dyer and Singh, 1998; Poppo & Zenger, 2002)

The goodness of the discriminant functions is also considered and the results are 

reflected in various indicators presented in table 5.4 and 5.5.

Table 5.4 Eigenvalues 

Function  Eigenvalue % of variance Cumulative % Can.correlation

1  1.791 100.0 100.0 .801                                                                   

* first 1 canonical discriminant functions were used in the analysis

Table 5.5 Wilks’ Lamda

Test of Function (s) Wilks’ lamda Chi-square df Sig.

1 .358 65.168 39 .005

+ p<0.10

The first indicator is the eigenvalue which represents the relationship of the between 

group and the within group sum of squares. Higher eigenvalues can be related to more 

discriminating functions. In this case, the function seems to have moderate to strong 

discriminating power. Other important statistics include the canonical correlation, 

representing the proportion of total variance that is accounted for differences among 

high and low-performing firms. A chi-square of 65.168 and a corresponding significance 

of 0.005 imply that the hypothesis, that the mean scores on the various variables for 

the different groups are equal, can be rejected at the 10% level. The effectiveness of 

the discriminant functions is measured by classifying all cases according to their scores 

on the combined discriminant functions. Whereas the prior probability of classification 

is 50% in case of equally sized groups, the actual classification procedure results in a 

correct classification of 91.8% of the cases. This indicates a relatively large degree of 

divergence among firms from the two performance categories.  To ensure that the 

results were indeed robust, we performed a number of additional tests ( i.e. the Box’s M 

test and the hit ratio, see appendix D for the results of these tests).

In order to get additional insights into the importance of the predictors, it is 

interesting to analyze structure coefficients. The next table 5.6 shows the structure 
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matrix, showing the structure coefficients for our predictors. The predictors are listed 

from high loadings to low loadings. These coefficients help determine the relative 

similarity between a certain variable and a discriminating function (Klecka, 1980). The 

greater the absolute magnitude nears +1.0 or -1.0, the more a coefficient carries the 

same information as the function, so they tell us what variables are most useful in 

discriminating between low and high-performing firms.

Table 5.6 structure matrix

  Function

  

financial resources (ROI, financial health) -.326

decision-making procedures (centralized or decentralized decision-making,  -.323

the way decisions are made, communication channels, how many people 

have to be involved, are they optimal for the alliance) 

knowledge (competencies in a specific area) .181

complementarity (are the partners mutually dependent for  -.178

achieving their objectives) 

alliance capability (being able to manage alliances as shown by alliance  .174

skills, processes, tools) 

effect on stakeholders (will the alliance be accepted by the  -.168

market, stakeholders)                                            

managerial resources (quality of the partner’s management team) .160

influence on position in alliance network (how will this partner affect your  -.158

position in your industry’s alliance network?) 

motivation to cooperate (willingness to cooperate) .140

personal relationships (the partner’s people are easy to get along with) .131

organizational structure (governance model, hierarchical, bureaucratic  -.130

or ad-hoc; are organizational structures similar) 

willingness to share resources (resources include employees, knowledge,  -.127

products, production capacity) 
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size of the partner’s company (number of employees, turnover rate) -.125

relations with unions partners have (partner’s dependence on unions) .124

vision of the partner towards profit sharing (sharing of revenue as well as  -.118

costs of the entire alliance process) 

top management support (commitment of top management to alliance) .115

national culture (norms and values of the country the partner is from) .090

previous experience with alliances (related know-how, level of experience  -.085

with alliance management) 

legal culture (are lawyers driving the alliance process or is the business driving it?) -.080

strategic value for the future (will this alliance lead to strategic opportunities  .069

and added-value in the future?) 

strategic vision of the partner (do the alliance partners have a shared vision  -.067

on developments in the business environment) 

influence of this partner on your company image (will others perceive this  .052

alliance partner as strengthening or conflicting with your company image) 

development of alliance capabilities (will you learn new alliance best practices  .048

from this partner in order to develop your alliance capabilities?) .044

commitment ( committed to success to the alliance) 

technology resources (technology match, technological complementarities) -.044

the network the partner is in (the existing relationships of the partner; are there  .041

any conflicts of interests or synergies between the network of the partner and 

your own network) 

R&D resources (R&D match, R&D complementarities) -.041

added-value for the customer (do the joint activities have added-value  .035

for the clients) 

production resources (e.g. number of machines, production complementarities) -.031

vision of the partner on innovation (willingness to innovate, take risks, be creative) -.023

trustworthy behavior of the partner (able and willing to fulfill expectations) .023

relative bargaining position (the position of the partner compared to other  .020

players in the market) 

conflict handling skills (the way a partner handles conflicts) -.017
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organizational culture (norms and values of the partner organization;  .015

open or closed etc) 

reputation of the partner (the image of the partner) .013

strategic compatibility ( are the partners’ alliance and corporate strategies  -.010

compatible; do they have the same expectations and objectives) 

legal structure of the partner (rules, regulations and legal form of the partner) .002

customer service (customer-oriented focus) -.002

strategic importance of the alliance for the partner (how important is the  -.001

alliance for the partner?) 

There is no consensus with respect to what level represents a good cutoff point 

(Tabachnick and Fidell, 2001).  However, in general loadings of .30 and higher show 

a significant contribution of the predictor to the discriminant function. We reckon 

that two predictors have sufficiently large loadings to identify these as discriminating 

factors between low and high-performing firms. Consequently, the following criteria 

are considered important: financial resources and decision-making procedures. Both 

variables show a significant p-value (< 5%) in table 5.3. Accordingly, we deem these 

predictors relevant in order to distinguish between low and high-performing firms.

Next we studied the question whether some criteria in the partner selection process 

tend to be used together. This may shed light on different partner selection strategies 

and their effectiveness in creating value from alliances. To find out whether a further 

refinement of the a priori clustering is possible, we apply exploratory factor analysis 

(EFA) for dichotomous independents ( see table 5.7 below). We preferred EFA over 

confirmatory factor analysis because there is no a priori clustering (Gerbing and 

Anderson, 1998).  On the basis of an iterative process, we compared and contrasted 

different factor structures. With a sample size of approximately 100 cases, the factor 

loadings should be .40 or higher following consensus in existing literature. (Hair et 

al, 1998). Cronbach´s alpha was calculated in order to verify the consistency of the 

derived factors. The coefficient alphas are allowed to decrease to the 0.60 level in 

an exploratory research as this is (Nunnally, 1978; Robinson et al 1991). In this study 
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Cronbach’s alpha is 0.892. Because our factor loadings are not very high, it indicates 

the possible likelihood of common method bias in this study. To check whether 

common method bias occurs, Harman’s one factor test been done (see table 3 in 

appendix D).  This means that all items used in the study loaded in a factor analysis. 

Items with high loadings on multiple factors are excluded. There was no evidence of 

a factor or a general factor that influenced the majority of the variance. In summary 

it can be concluded that there is no evidence  for common method bias in this study. 

The results of the factor analysis are presented in table 5.7

Table 5.7: Exploratory factor analysis and reliability of factors

Criteria Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor

in the  1 2 3 4 5 6 7 8 9 10

partnering  

process 

Cronbach’s .753 .765 .682 .692 .738 .647 .593 .565 .524 .618

alpha                          

Wilk’s .321 .380 .464 .496 .438 .390 .276 .620 .603 .582

Lamda

development  .673

of alliance 

capabilities 

legal culture .636         

organizational  .624

structure          

legal structure .604

of the partner          

vision of the  .592

partner towards 

profit sharing          
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 Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor

 1 2 3 4 5 6 7 8 9 10 

influence on  .506

position in 

alliance 

network          

size of the   .758

partner’s 

company          

relative   .697

bargaining 

position          

effect on   .665

stakeholders          

decision-  .567

making 

procedures          

knowledge   .707       

previous    .702

experience           

vision of the    .594

partner on 

innovation          

strategic    .571

importance           

commitment    .767      

motivation to     .706

cooperate          

trustworthy      .748

behavior 

of the partner          
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 Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor

 1 2 3 4 5 6 7 8 9 10 

influence of      .664

this partner 

on your 

company 

image     

customer      .556

service          

financial      .522

resources          

production      .517

resources             

complemen-      .746

tarity          

reputation       .730

of the 

partner          

personal        .749

relationships          

managerial        .716

resources          

national         .771

culture          

the network         .710

the partner 

is in          

relations with         .518

unions partners 

have          

strategic          .794   

compatibility          
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 Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor  Factor

 1 2 3 4 5 6 7 8 9 10 

top          .626

management 

support          

strategic          .519

vision 

of the 

partner          

technology           .887

resources          

R&D           .495

resources          

Table 5.7 shows that the reliability for 7 groups is high, while the reliability for the 

other groups is lower. Seven groups have a reliability > 0.6, but the others have even 

< 0.6. No estimates of reliability, however, were higher than when using all thirty-nine 

items for measuring the same construct (0.892). To check that this is indeed true, 

we used the correlation command: multivariate with Wilkinson (see table 5.7). Since 

the data are not unidimensional, the thirty-nine items should not be combined into 

a single scale. Instead, the group 1 items should be combined to create one scale, 

and the group items should be combined to the following nine scales. Based on this 

result, the factor analysis indicates that the data can be summarized in 10 factors  

(see table 5.7).

The first factor includes criteria that have in common meeting formal rules of 

engagement. A partner is selected because of its legal and organizational structure, 

culture and position fit. There is no silver bullet and several different types of criteria 

need to be combined, although they do not include soft criteria like trust and 

commitment but focus on objective/hard criteria. This factor is labelled as internal 

objective fit criteria. The second factor includes criteria related to the negotiating 

position of a partner.  A partner is selected because of its positions and procedures 
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making negotiating easier between partners that may facilitate the alliance process. 

This factor is directed at exploiting our negotiating position. The third factor 

emphasizes criteria as know how and why to form an alliance. This factor is called 

covering our knowledge and experience based on goals and knowledge. A partner 

will be selected because the goals and importance of the alliance are clear and the 

knowledge as well as experience is available that may stimulate the alliance process. 

The fourth factor is called commitment to collaborate: partners are selected based 

on soft and subjective criteria like commitment and motivation to cooperate for the 

sake of the alliance. The fifth factor includes criteria based on behaviour, image and 

resources. Partners may be selected because they have complementary resources but 

they also need to have a positive image as well as behaviour. This factor  is called 

business interest The sixth factor is called the protecting our  image group: by using 

these selection criteria, partners will emphasize their reputation. 

Criteria in the seventh factor are related to personal issues and the relationships 

with management are key. This factor is called relationship. The eight factor  is 

called managing external relations because it includes selection criteria based on 

the national culture, the network, and relations with unions. Criteria in the ninth 

factor focus on strategic issues such as compatibility and vision leading to strategic fit 

between partners. This factor is called strategic interests. The criteria in the last factor 

emphasize technology and R&D resources. By using these criteria, partners may meet 

their innovation resources. This factor is called technological match.

In order to show differences of importance of these ten factors on alliance 

performance, we used discriminant analysis again to compare the effects on high and 

low performing companies. Discriminant function analysis is used to find out which 

set of predictors can most clearly distinguish between groups of companies that are 

combined in terms of their alliance performance. In contrast to regression analysis 

where the dependent variable is continuous, discriminant function analysis can be 

used to deal with categorical dependent variables (Hair et al., 1998; Klecka, 1980). 

This allows us to differentiate among alliance performance by means of a discriminant 

function, which derives the maximum discrimination among the two groups using 

alliance performance group membership as a categorical, dependent variable. The 

results are shown table 5.8 below. 
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Table 5.8: Tests of Equality of Group Means

  

 Wilks’ Lambda F Sig.

Factor 1 .942 5.126 .026

Factor 2 .984 1.392 .241

Factor 3 .991 .743 .391

Factor 4 .979 1.787 .185

Factor 5 .999 .046 .830

Factor 6 .999 .047 .830

Factor 7 .973 2.280 .135

Factor 8 .979 1.756 .189

Factor 9 .998 .142 .707

Factor 10                            .998 .157 .693

number of employees .986 1.139 .289

How many strategic alliances 

has your company formed 

over the last five years? .986 1.196 .277

Only the criteria from group one discriminate between high- and low-performing 

firms. Thus, high-performing firms tend to select partners who meet their internal 

rules of engagement. This implies that high performing firms have a more formal 

perspective in using selection criteria than low performing firms. Additionally, we 

analyzed a structure matrix (see appendix D) which also confirms and strengthens this 

finding.

5.5 Discussion and  Conclusion 

One of the key questions for partners in alliances is whether to trust or to control 

in managing partner cooperation. Theoretical debates are aimed at the variety of 

informal and formal governance mechanisms companies may use to develop a 

governance structure enhancing alliance performance. Alliances have different phases 

in their lifecycle and each phase requires different managerial attention (Spekman et 
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al., 1998; Hoffmann et al., 2001). Depending on the phase in the alliance process, 

different governance mechanisms have a differential effect on alliance performance ( 

Jap, 2007).  The motivation for this study was a gap in theory concerning the role of 

formal and informal governance mechanisms in the pre-formation phase of alliances 

during the partner selection process. Current literature focused on governance 

mechanisms in the post-formation phase but it is worthwhile to investigate which 

formal and informal partner selection criteria need to be used before in the pre-

formation phase in order to mitigate possible governance and risk issues that may 

appear in the post-formation phase of alliances (Ireland et al., 2002; Dekker, 2004).  

Our results contribute to theory, because the use of partner selection criteria as formal 

or informal governance mechanisms has not been empirically tested.

We first examined whether alliance managers emphasize formal or informal criteria 

when they select partners. Within the  top five of most used criteria, both formal 

as informal criteria are included so alliance managers combine them and do not 

substitute them in terms of the debate as whether control and trust are complements 

or substitutes. Knowledge and top management are most often used in selecting 

a partner. We found a relatively low use of formal criteria related to legal and 

governance issues. 

Second, we analyzed whether formal criteria in the partner selection process are more 

important than informal ones for the success of an alliance.  We found that formal 

criteria are more effective because only the mean values of six formal criteria differ 

significantly between high- and low scoring alliances.  

Our third question asked whether certain groups of criteria occur together. We found 

ten factors to partnering that combined specific criteria. 

Our fourth research question concerned whether certain groups of formal criteria are 

more important for achieving alliance success than informal ones. The results show 

that successful firms make more use of a formal approach.

In line with the control perspective out of the theoretical debate, we find that control 

is a key source of confidence in partner cooperation. Our findings indicate that 

alliances are more successful when there is more attention for control. By including 
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formal governance mechanisms as selection criteria within the partner selection 

process,  control is started and can be seen as a regulatory and relational risk avoiding 

process by which the partner’s pursuit of mutually compatible interests is made more 

predictable, enhancing alliance performance. Consistent with the complementary 

view, during the pre-formation phase formal and informal governance mechanisms 

may have a reinforcing effect on each other. In order to minimize opportunism and 

conflicting interests, formal selection criteria are more effective in the pre-formation 

phase during the partner selection process, but a minimum level of trust is also 

needed, or people will not accept formal selection criteria. If partners are selected 

based on formal criteria such mutual strategies and goals, partners are able to achieve 

their expectations, strengthening trust and commitment, which may in return lead to 

more acceptance for formal mechanisms (Doz, 1996). The partner selection process 

needs to apply formal commitments that signal informal commitment of partners  to 

make the alliance a success ( Doz et al., 1998).

The results point to the issue of soft and informal partner selection criteria. We find 

that in the partner selection phase formal selection criteria are more effective than 

informal ones. Most prior studies about alliance management focusing on the post-

formation phase of alliances (e.g. Cullen et al., 2000; Das et al, 2001; Gomes-Casseres, 

2000; Mohr et al., 1994; Ybarra et al,2009 ) link the success of an alliance with soft 

and informal factors like trust but according to our study, this is less relevant within 

the pre –formation phase during the partner selection process. This finding could be 

explained by the argument of Doz (1996)  and Das et al. (2001) that building trust 

requires time to develop and  therefore informal governance mechanisms are more 

effective for alliances that are past the pre-formation phase. Another explanation 

could be that in the pre-formation phase, when partners hardly know each other and 

are seeking common ground and finding the right partner mix, formal sense making 

referring to information seeking has to occur before informal mechanisms are effective 

( Vlaar et al., 2006). Alliance partners cooperating are often confronted with ‘problems 

of understanding’ during the partner selection process. Such problems arise from 

differences between partners in terms of culture, experience, structure and industry, 

and from the uncertainty and ambiguity that partners experience in the pre-formation 
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phase. The use of formal selection criteria is a way to make sense of partners and the 

contexts in which these are embedded so as to diminish problems of understanding 

( Vlaar et al., 2006). As the alliance progresses to the post-formation phase, informal 

governance mechanisms may become more important. This finding might support 

the notion of Ireland  et al. (2002) that optimal governance evolves across time and 

through partner interactions. Our findings are also in line with de Rochemont (2010) 

who state that the effectiveness of formal and informal governance mechanisms is 

dependent on the phase in the alliance lifecycle. Each phase demands a different 

managerial focus.  When a company has selected a suitable partner based on formal 

governance mechanisms, commitment is present, and the alliance progresses to the 

post-formation phase focusing more on informal governance mechanisms. 

5.6 future research and implications

While this chapter offers several theoretical contributions, there are a number of 

limitations. 

In terms of the debate as to whether formal and informal governance mechanisms 

are complements or substitutes, the first theoretical implication is that is dependent 

on the lifecycle phase of an alliance. In the pre-formation phase pure control and 

formalization is applied according to our study but other studies found informal 

mechanisms in the formation phase of alliances. The debate should therefore refocus 

on the dependencies and include all phases of alliance management. This raises 

further questions as to how to explain the different use of mechanisms in different 

phases of an alliance. The notion of the effect on the relation between formal and 

informal mechanisms during time of an alliance, also raises a number of issues. Why is 

this relation changing during time? How to combine formal and informal mechanisms 

during time?

Our results also have implications for management. 

Our findings suggest managers may not rely too much on trust  as a central partner 

selection criteria but should use more formal partner selection criteria. Alliances are 

not only about relational fit. Investing in formal selection criteria will therefore deliver 
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value. Although our study shows the importance of formal criteria, we found that 

formal criteria are hardly used by managers, so they are advised to revisit their partner 

selection criteria. Their current focus on informal criteria is insufficient. Our results 

show that formal criteria require attention if companies want to create more value 

from alliances. Of course, managers should always take the life cycle phase of the 

alliance and point of time into consideration and not blindly implement governance 

mechanisms.
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6.1 introduction

The previous chapter showed the dominance of formal partner selection criteria. 

Governance differences and opportunism may be among basic causes of alliance 

conflicts and often result in a lower level of alliance performance (Bell et al., 2006; 

Dacin et al., 2007; Dekker, 2008; Reuer and Ariño, 2007; Vlaar et al., 2007). Many 

conflicts and opportunistic behavior are either prevented or triggered by certain legal 

arrangements between the partners (Mayer and Argyres, 2004; Sampson, 2004). 

Contracts for example,  can lead to agreement in a legally valid manner on strategy, 

competencies, and specific details of the roles, the responsibilities, and the collaboration 

process. If done properly, they facilitate collaboration and increase trust, whereas 

uncertainty and misunderstandings increase the chance of conflict (Vlaar  et al., 2007). 

Accordingly, legal aspects are important to give guidance and to control unforeseen 

events, and by incorporating them in to the partner selection process they may help 

to define partner expectations and to plan activities (Ryall and Sampson, 2003; Ariño 

& Reuer, 2004). There is a role for legal aspects in the partner selection process when 

starting the alliance formation process because they bridge the governance structures 

of the two partners and improve the selection process. The design of a legal framework 

may help partners to stay on course during the lifetime of the alliance.

Given its importance, it is surprising that only a few articles have been written about 

legal governance related to partner selection. There are some articles concerning the 

role of governance for alliances in general, but none considers which legal aspects 

need to be organized during the partner selection process. Alliance researchers tend 

to ignore the impact of legal aspects in partner selection processes. This chapter will 

empirically explore how alliance managers perceive the need to incorporate legal 

involvement in the selection process and procedure. 

For this purpose two research questions will be investigated.

Which  legal aspects play a role and when do they need to be addressed in the partner 

selection process?

This chapter starts with a review of the economic and legal literature on contractual 

arrangements and the partner selection process, including the role of negotiation 
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and lawyers. The subsequent section describes how we gathered empirical material 

to measure the success of the involvement of legal issues. We first describe which 

legal aspects may be organized in the partner selection process to enhance alliance 

success as valued by the expert panel and we design a framework to show when legal 

involvement is necessary within the steps of  the partner selection process. Finally 

we will analyze the added-value of lawyers and other legal involvement within the 

partner selection process. In the discussion section we give the implications of our 

findings.

6.2 Theoretical Background

6.2.1 economic and legal theory on contractual legal arrangements and the 

partner selection process

Two different perspectives—structural and relational—have contributed to the theory 

of alliance governance (Madhok, 1995; Powell, 1998). Based on transaction cost 

theory, the structural perspective assumes opportunistic behavior among partners 

(e.g., Williamson, 1985). It indicates that partnering expectations, the business plan, 

and the initial structural design combined with legal mechanisms such as contracts may 

prevent opportunism (Ariño and Reuer, 2005; Hennart, 2006). The other perspective 

is relational and based on social exchange theory (Blau, 1964); it assumes trust among 

partners. In contrast to the structural perspective, the relational approach indicates 

that trust and communication between partners lead to success because governance 

issues are handled with trustworthy behavior and good communication instead of 

legalities (Das and Teng, 2002; Salk, 2005).  

Because of the specific focus of each perspective, other studies suggest combining 

the two (Bell et al., 2006; Doz, 1996; Reuer and Ariño, 2007; Vlaar et al., 2007). 

Using alliance evolution theory (Doz, 1996), these researchers assume that relational 

and structural/legal processes influence each other. They state that  the  design  and 

application of structural elements (i.e., contracts) is related to relational processes 

such as trust  evolvement during the alliance (Faems et al., 2007). They point to the 

negotiation of the contract as a vital process in alliances because it leads to mutual 

interdependence and competence trust (Argyres and Mayer, 2007; Faems et al., 2007).
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What is the added value of a structural-contracts perspective and taking lawyers’ 

roles into account in partner selection? Contractual arrangements are considered 

to be catalysts, increasing or decreasing the chance of success of (pre)contractual 

relationships with legal experts as professionals influencing their contents and 

interpretation. This makes it worth examining their role during partner selection when 

the parties explore potential partners and make their initial promises. Even before a 

legal contract is signed the negotiations may have legal effect.

There are various reasons why contracts or legal documents describing bilateral 

agreements between parties are important in structuring relationships such as 

alliances. According to contract theory, collaboration processes do not always go 

smoothly without contracts (Shavell, 2003). For economists, this justifies the existence 

of contracts and the possibility of their enforcement by outside intervention (Craswell, 

2000; Cooter and Ulen, 2007). 

Economists give several reasons for using contracts. First, contracts provide parties 

with a platform for interaction (Shavell, 2003; Polinsky and Shavell, 2007; Cooter and 

Ulen, 2007). Contracts enable people to coordinate their actions, and to specify what 

they agreed, and to find jointly beneficial goals. Through contracts, parties specify the 

actions that they will take in the future, and contracts also allow them to share risk in 

mutually beneficial ways (Shavell, 2003). 

Secondly, contracts help to delimit the range of acceptable behavior. Because 

contracts are enforceable by law, they help to secure optimal commitment and 

reliance. Economic theories on the importance of this enforcement base it either 

on the utility created by the eventual performance of the promise (welfare is usually 

increased by carrying out a promise) or on the utility created by the ex-ante incentives 

of the promise supported by a general rule of enforceability (Craswell, 2000; Goetz 

and Scott, 1981; Shavell, 1991; Katz, 1998). The incentives creating an efficiency 

gain are, for instance, the incentive for the promisee to rely on the promise made by 

the promisor by agreeing on a rule requiring compensation, or measures for a better 

allocation of the risks if the parties differ in their attitude toward risk. Such incentives 
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may encourage telling the truth about the conditions that will affect performance 

(Craswell, 2000; Goetz and Scott, 1981; Shavell, 1991; Katz, 1998).

Thirdly, there are costs involved in negotiating and enforcing promises (transaction 

costs)

(Klaes, 2002; Williamson, 1985; Williamson, 2002).. The assumption is that if such 

costs did not exist, rational actors would come to mutually beneficial terms (Ulen, 

1999). Contracts are expected to reduce transaction costs because the parties agree 

on how they will work together over a period of time (Masten, 2000). Therefore, 

entering into a contract reduces the prospect of costly, repetitive bargaining. The 

parties minimize the transaction costs of negotiation by supplying efficient default 

terms and regulations for their relationship. 

Finally, contracts may provide means for dispute resolution. Most have a paragraph 

about the applicable law and legal authority. Detailed conflict-resolution techniques 

may be included in contracts or a reference to the applicable conflict-resolution 

rules. In summary, a contract is a mechanism that supports the parties’ collaboration 

process, and contract law acts as a backup in case parties fail to regulate an issue or 

obligation explicitly (Cooter and Ulen, 2004).

In the partner selection process these tasks are relevant because enforcement 

possibilities help partners to trust each other and make the collaboration more 

smoothly during the selection stage. Contractual arrangements allow them to 

coordinate their interaction, to secure commitment and reliance, and can lower the 

costs of negotiation by providing clear agreement or rules. Finally, identifying conflict 

and deciding how conflict will be resolved at the earliest stages of a contractual 

relationship can prevent subsequent problems.

6.2.2 role of negotiation and lawyers in the partner selection process

The steps of negotiation are as follows (Menkel-Meadow, 2000; Wilson, 1995): the 

parties start to negotiate, develop a relationship, identify potential differences of 

opinion, and plan how to deal with them. Negotiation processes are fundamental 
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to successful selection and collaboration. They develop relationships between 

people and entities. They also allow for interactions in order to foresee conflict and 

plan conflict management. Because the alliance partners interact over time, the 

relationship matters. Through negotiations with the other party a bond is developed 

and a relationship created. The process of alliance management also involves this. The 

parties’ relationship is a key variable for successful collaboration. One may perceive 

the parties’ relationship as their vehicle for cooperation. A good relationship facilitates 

interaction and communication, makes transactions more efficient and therefore less 

costly, and creates a bond between the parties (Kritzer, 1991; Menkel-Meadow et al., 

2005). It facilitates the growth of trust between the cooperating partners and their 

representatives. Moreover, a good relationship creates a mutual dependence that may 

further strengthen the bond.

The process of developing a relationship that allows the parties to achieve their goals 

mainly takes place through negotiations (Boddy et al., 2000). First, the alliance manager 

develops a relationship with a number of potential partners. After the selection of a 

partner, the relationships with the other candidates end and the relationship with the 

selected candidate intensifies. The companies enter into a contract and may create 

a legal partnership to facilitate their cooperative actions. The relationship continues 

to develop during the collaboration process (Dacin et al., 2007; Dekker, 2008; White 

and Lui, 2005). 

Lawyers are often regarded as a necessary evil and unhelpful in ensuring a successful 

start of this collaboration process (Barondes, 2001). However, lawyers may fulfill 

a variety of roles in the design of legal arrangements and their negotiation and 

interpretation. They are expert designers and negotiators of contracts. Lawyers and 

other legal professionals help to provide explanations and guidance in legal matters. 

In some situations their involvement is helpful, either as representatives in court 

proceedings, as drafters of complex contracts, or as specialists in legal systems that 

are often daunting in their complexity.

For these reasons, lawyers play important roles in legal negotiations (Menkel-Meadow, 
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2000). Legal negotiations have been defined as “negotiations (between parties) with 

lawyers in the middle and legal institutions in the background.” Lawyers’ role and 

approach will depend on the goal of the negotiations. The goal may be deal making 

and conflict resolution before and during litigation. During partner selection lawyers 

may be of value because the partners are about to enter into a contract. Lawyers 

may assist in identifying potential conflict issues or try to solve conflicts early on 

and provide for elaborate dispute-resolution mechanisms. Lawyers may also help to 

manage the commitment process during the negotiations (Mnookin et al., 2000). 

In negotiations, the presence of lawyers enhances the “shadow of the law” because 

of their thorough knowledge of the law and legal cases. They use this knowledge to 

bolster their arguments. Thus, investing in a sound legal framework and involving 

lawyers at the early stages of an alliance relationship may increase the chances of 

success.

Earlier we referred to their role as a necessary evil. This is because lawyers are trained 

to take a distributive negotiation approach (dividing goods or money with a zero-sum 

approach) (Kritzer, 1991; Menkel-Meadow et al., 2005). Research indicates that this 

is the usual approach in legal proceedings and contract negotiations, and it fits with 

the organization of the legal system. The literature observes that involving lawyers in 

negotiations has disadvantages (Salacuse, 1998; Mnookin and Susskind, 1999). 

In a traditional legal approach, distributive bargaining competition and the defense 

of one’s position are paramount. If one lawyer initiates competition, the other will 

most likely follow (matching behavior; e.g., Murnighan and Roth, 1983; Ury, 1991). 

Thus, lawyers may increase competition and the chance of conflict. This may threaten 

the collaboration process between the alliance partners, if not during the partner 

selection procedure, then in the subsequent stages.

Although prior studies have addressed the issue of alliance success and legal 

relationships, the literature is affected by two sets of limitations. First, research has 

been done from either a business perspective or a legal perspective, and there is no 
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integration of these viewpoints. Moreover, studies (Dacin et al., 2007; Dekker, 2008; 

White and Lui, 2005) may argue the influence of legal issues on alliance formation 

but fail to investigate the influence in depth by doing research into why and how 

legal aspects affect the early stages of alliances or which legal measures improve the 

partner selection process. Legal studies state the importance of alliance contracts and 

the use of lawyers, but they do not indicate how to integrate them into the partner 

selection process (Hennart and Reddy, 1997; Mayer, 2003; Reuer and Ariño, 2002, 

2003; Vlaar et al., 2007). 

This research follows the structural perspective based on transaction cost theory and 

it will focus on the importance of legal involvement questioning  which and when 

legal issues may be usefully incorporated in the partner selection process. 

6.3 Data collection and methodology

We used the sample as described in Chapter three, consisting of 100 managers and 

reporting on 992 alliances. Nevertheless, because we were also interested in the 

practical usefulness of our results and not only in knowledge and understanding, we 

used a loose departure from the vision of design approach to validate our results.

(Van Aken, 2007) This design approach is relevant to management research because 

of its evidence-based research and the information by practice ( Van Aken, 2007; 

Vermeulen, 2005; Chatman and Flynn, 2006). Design research employs both 

quantitative and qualitative methods ( Laurel, 2003). In this chapter, the goal is to 

gather inputs from the literature and from experts that can be used to develop an 

answer to the research question. We performed quantitative research in chapter four, 

five and six to gather data around the use of certain legal issues within the partner 

selection process as input for the design. Additionally, we did qualitative research  by 

interviewing experts to validate  the role of these issues and how to design a successful 

framework. The reason these unscripted interviews were held was to determine the 

necessity of legal involvement for a successful partner selection process. These experts 

were selected on the basis of their knowledge and ability to contribute to the research. 

We talked to 12 alliance managers ( some out of the expert panel shown in table 
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3.2), with an experience ranging from 5 to 20 years managing alliances and working 

in close collaborations with their business partners overtime. They were presented 

with legal involvement aspects within the partner selection process and were asked 

how often discussions arise about these points. They were also asked to rate these 

issues in relation to the governance structure and/or the legal framework. We also 

interviewed 10 legal experts from both academia and practice, Including 2 working 

in legal academic faculties, 2 lawyers  practicing at law firms and 6 legal experts 

from companies involved in alliances.  We focused on the role legal involvement e.g. 

contracts and lawyers may have in facilitating cooperation. We assimilated all the 

details from the quantitative and qualitative research and we gathered ideas and 

principles involved. We developed a legal framework dealing with all the issues that 

may be organized in the partner selection process. In line of tradition how design 

research works, the framework has been validated by subjecting it to assessment by 

alliance managers (see appendix E for  format expert interview). We used some of 

the experts, but we first contacted respondents of the overall questionnaire out of 

chapter 3, to ask for their feedback. The interviews were held as an extra measure 

to test the findings from the empirical studies (those mentioned in 6.2). To be able 

to obtain results that would help to generalize for alliance situations, the focus was 

on the experts’ experience in several partner selection processes over the last 10 to 

15 years. In the interviews we primarily discussed the experts’ perceptions of the 

accuracy of the legal involvement aspects we found. This form of validation is more 

appropriate since what  is needed is the assessment of its feasibility. Feedback from 

the experts enabled us to assess the feasibility of the framework. 

6.4 Analysis and results      

Experts were asked to value which legal issues need to be organized in the partner 

selection process to enhance alliance success. First, negotiation was perceived as the 

only aspect that needs to be organized. In the negotiation process all elements of 

the alliance need to be discussed, and the intense interaction between the partners 

will give them a feeling for the feasibility of the alliance from a cultural and personal-

chemistry viewpoint. 



112 113

Secondly, experts agree that the way legal structure, legal culture and organizational 

structure of the partner organization is organized, is less frequently used when 

selecting a partner. This was also the outcome of table 5.4. Experts believe that if 

not paid attention to, legal differences may particularly surface when conflicts arise. 

Parties may have the feeling of a loss of control. Different structures may apply than 

they are used to, they may be unfamiliar with the other’s culture for dealing with 

conflicts (e.g., adversarial approaches as opposed to collaborative approaches), and 

the legal structure may differ leading to differences of opinion about dealing with 

legal matters. These issues may drive partners apart. Accordingly, experts state that 

comparing decision-making procedures to govern the alliance may be organized in the 

beginning of the partner selection process: the chance of conflict is increased when 

there are fundamental differences in decision-making procedures. Addressing the 

issues that lead to conflicts may decrease the chance of them arising. This discussion 

should be a part of the selection process. This can be addressed at meetings early 

in or before the contractual relationship. A failure to make decisions adequately is 

also found to lead to the failure of relationships. The resulting bureaucracy causes  

delay and frustrates both parties. By addressing decision-making procedures during 

the selection process parties may identify potential problems and be able to agree 

on mandates. Finally experts state that the use of standard governance and a joint 

business-planning workshop including the relevance of contracts and lawyers are most 

effective in helping firms to improve their alliance success so they may be organized in 

the beginning of the partner selection process.

In the following sections we will present a  legal framework and explain how and why 

the issues identified by the second expert panel may be used in the partner selection 

process. 

6.4.1 role of a legal framework in the partner selection process

In the literature on organizational relationships, the process of creating and maintaining 

a relationship is subdivided into a number of phases (Boddy et al., 2000). 

Researchers distinguish the following stages in the development of long-term legal 

relationships (Wilson, 1995):



112 113

 i. first contact

 ii. Discussing the purpose of the relationship

 iii. Agreeing on how the contract will be structured

 iV. finalizing and writing the agreement

 V. Creating value through joint efforts

 Vi. renegotiating the agreement

 Vii. Concluding the alliance relationship

A legal structure for successful alliances should facilitate the steps of the alliance-

selection process and help to prevent or overcome the factors that lead to alliance 

failure (mistrust, disappointment). During the partner selection process as defined in 

Table 4.1, the alliance partners cover the first four stages of relationship development 

as mentioned above. They use negotiations to get from one stage to the next. 

Combining the process with  ‘management and organization’’ issues creates a 

framework that supports the development of a relationship. We now list a design as 

what a partner selection process ideally provides following a legal structure. Figure 

6.1 and 6.2 are elements from the pre-contractual phase, which influence the juridical 

aspects of the contractual phases from figure 6.3 and further. This pre-contractual 

phase considers preparation, negotiation and joint business planning before the 

execution of the alliance contract. This is essentially an internal process which plays 

a central role in the alliance process. The ultimate objective is to achieve a thorough 

understanding of the target process, so that the partners can make informed decisions 

about whether it should ally, and about price, risk and intentions. This will also allow 

the team members to get to know each other, become acquainted with the different 

skills and share information.

Negotiations often end with the drafting of business principles or heads of agreement. 

The latter is a document that lays down all important principles and agreements on 

which the parties have decided after negotiations. This agreement is the starting 

point for the contractual phase in which all the aspects and decisions made in the 

pre-contractual phase will be used in the final alliance contract. Accordingly, the legal 

framework from the contractual phase is dependent from content and relation as 

developed during the pre-contractual phase. Figure 6.1 and 6.2 influence the final 
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juridical contract of an alliance as written in the contractual phase from figure 6.3.  

Legal involvement cannot be separated from the management and organization 

aspects like joint business planning. They influence each other, without negotiation 

and joint business planning, a contract cannot be made. 

A. The first contact (step 7, Table 4.2):

i.first contact. People start building a relationship from the first time they meet. At 

this stage the individuals are getting to know each other (the social bonding process), 

and reputations for performance and trustworthiness are tested and built. This is the 

phase of contact and partner selection and includes the general exploration of the goals 

of the relationship through negotiations. (For a relationship-marketing perspective 

see Achrol (1997). The relationship is still poorly defined, and the requirements are 

still unclear; however, the parties look to develop interpersonal relationships, and 

trust may start to develop (Ford, 1982, 1998; Thompson and Sanders, 1998). Figure 

6.1 shows the legal framework for step 7 of the partner selection process during the 

first contact.

Figure 6.1  framework for step 7 of the partner selection process: the first contact

1.  The initiator sets the tone for the relationship with cooperative strategies that will inspire  

 the less powerful party to react in the same way.

2. To build trust the initiator is transparent about the selection procedure; for example, the  

 initiator will provide clear selection criteria, provide a clear tendering procedure, 

 encourage open information exchange, and be willing to explain and inform.

3. The initiator describes the guidelines and principles that are central in the relationship.

4. The parties agree on the norms for the negotiations that take place during the selection  

 process and make them part of the agreement (Ellickson, 1991).
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B. The purpose of the relationship (steps 9–13, Table 4.2):

ii. Discussing the purpose of the relationship. Subsequently, the persons involved 

start defining the exact purpose of the relationship and its terms. At this stage the 

parties try to find a balance between shared goals and individual goals; they clarify 

mutual goals and set the boundaries of the relationship. Regulations for the exchange 

between the parties start to develop (Ford, 1982; Boddy et al., 2000; Wilson, 1995). 

Social bonding becomes more established, mutual goals are formulated, and trust 

increases, which strengthens the bond between the parties. Figure 6.2 shows the 

legal framework for steps 9–13 of the partner selection process during the discussion 

of the purpose of the relationship.

Figure 6.2 framework for steps 9–13 of the partner selection process: Discussion of 

the purpose of the relationship

C. how the contract will be structured (steps 13 and 15,  Table 4.3):

iii. Agreeing on how the contract will be structured. More detailed structuring 

and ordering of the relationship occurs at this stage. The parties negotiate in more 

detail the goals of their relationship, the conditions for reaching those goals, and 

the terms of their agreement. This happens through a bargaining process, resulting 

either in an agreement to work together to achieve their goals or the end of the 

negotiation. There are many reasons that this is important and omitting this step will 

1. Share information on the subject of the relationship.

2. Be clear about intentions and willingness to enter into a contractual relationship and   

 agree on penalties or other mechanisms to apply if negotiations are broken off without   

 sufficient reason.

3. Determine what both parties expect from the relationship and how they define a relation 

 ship that works.

4. Determine whether there is enough of an overlap in desires between parties and a chance  

 for profitable future encounters.

5. Determine if and how the parties’ long-term self-interest is served before making a 

 commitment to the relationship.
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increase the chance of conflict and alliance failure. By writing contracts together the 

parties can choose to take a more collaborative (or integrative) approach.

This is the stage at which goals become concrete and misunderstandings may surface. 

Provided the parties discuss goals in a broad sense this is unlikely. When the goals 

are translated into duties, rights, and responsibilities they become more concrete and 

opposing interests typically surface at this point. If this step is not done thoroughly, 

the parties may fail to discover the misunderstandings that could be addressed at 

this early stage. This may lead to subsequent friction about the contract. Moreover, 

the writing of the contract itself may threaten the alliance. There can be an essential 

mismatch between the idea and the structure of the alliance form (sharing) and the 

way in which legal contracts and legal thinking in general are structured (dividing). 

As a result, the concept may lose its collaborative spirit when it is translated into a 

legal document. Thus, contracts may constitute a threat to an alliance. A collaborative 

contract-drafting effort is necessary to counter this effect. Figure 6.3 shows the legal 

framework for steps 13 and 15 of the partner selection process during the discussion 

of how the contract will be structured.

 

1. The partners agree to invest in the relationship and specify how these investments will be   

 made.

2. The partners use the bandwidth that the legal system provides because it enables them to   

 establish a framework that optimally contributes to a cooperative relationship.

3. They are aware that a strong imbalance in power may frustrate a balanced relationship and be  

 a disincentive for cooperative behavior.

4. The contract contributes to a cooperative relationship by stating the rights and obligations   

 of the parties; providing a detailed set of rules and procedures for resolving disputes; and   

 providing a legal framework in which future negotiations over the terms of trade will   

 take place.

5. The contract is a “blueprint for exchange” and a means to plan the collaboration, to set   

 partner expectations, and, consequently, to reduce misunderstandings and costly missteps.

6. The contract includes elements of collaboration that help to clarify the parties’ intentions   

 even if they are not legally enforceable.  
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Figure 6.3 framework for steps 13 and 15 of the partner selection process: Discussion 

of how the contract will be structured

D.  finalizing and writing of the agreement (step 15, Table 4.2):

iV. finalizing and writing the agreement. When the parties reach agreement on 

the goals of the relationship they start formalizing (writing down in a contract) what 

they have agreed. At this stage the conditions of the relationship and its boundaries 

are formalized (Wilson, 1995). The parties create a document in which the promises 

are summarized: the contract. The first step in cooperation is getting to know a 

7. The contract defines the precise meaning that the parties attach to abstract concepts such  

 as rules of respect, fairness, and reciprocity.

8. The contract facilitates mechanisms in a relationship that allows both parties to reward   

 cooperative behavior and punish defective behavior.

9. The partners should be aware that the framework for a relationship, particularly the c

 ontract, may reflect and amplify unwanted power differences.

10. The partners should consider integrating social norms into the different phases of the   

 relationship-building process, because they may complement the contract and prevent   

 problems particularly for the parts of the agreement that are hard to enforce legally.

11. They should foresee conflict.

12. The partners should collaborate to identify typical sources of legal conflict (such as duties to  

 inform not lived up to, reasonable expectations not met, or cases of force majeure).

13. The partners should classify each such conflict. (Is it a violation of a right or failure of a duty  

 to perform? Is it covered by contract or law? Is it external or internal? Is it a modification to  

 adjust to changed circumstances?)

14. They should deal with conflict.

15. The partners should choose among the options in conflict management, such as the level   

 on which to deal with conflict, and discuss this early in the collaboration process.

16. The partners should estimate the likelihood of conflict, discuss how to react to 

 conflict-inducing behavior, and share information about such behavior.

17. They should develop amicable ways to solve disputes.
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partner, to discover compatible aims and a willingness to share ideas and to develop 

them further together. This is an important stage because the rules formulated 

govern the relationship. A lack of clarity about the terms of the agreement can lead 

to subsequent disagreement about what was decided.

Decision making procedures is not a standard element of contracts (Polinsky and 

Shavell, 2007; Cooter and Ulen, 2007). As a result, the parties tend to fail to discuss 

this. The literature on dispute system design (Albers, 2005; Argyres andMayer,  2007; 

Vlaar et al.2006, 2007). suggests that agreeing on clear decision-making steps (in 

particular for conflict-resolution processes) at the selection stage will contribute to the 

early resolution of conflicts when they arise. Decision making between parties that are 

already in a conflict is difficult. A failure to be concrete about the process of working 

together can lead to conflict. Setting the tone early on (discussing how the parties 

deal with each other and what their beliefs are) prevents clashes later. Memoranda 

tend to be broad and nonspecific. This makes them easier to agree on but can lead to 

differences in interpretations. Figure 6.4 shows the legal framework for step 15 of the 

partner selection process during the finalizing and writing of the agreement.

What a framework following a legal structure for a partner selection process ideally provides 

during the  finalizing and writing of the agreement: 

1. Negotiate optimal outcomes based on relevant information while taking into account all 

 possible options and drawing on accurate inferences.

2. Follow rational decision-making steps (define the problem, find criteria, give the criteria values,  

 identify alternatives, test each alternative against the criteria, calculate the optimal decision,   

 reach a decision, and act on it).

3. Work toward negotiation outcomes that satisfy both parties’ preferences in the light of the   

 ongoing negotiation process.

4. Use the freedom that the legal system provides for the content of the contract to tailor it to   

 the relationship in the manner that best enables a successful collaboration process.
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Figure 6.4 framework for step 15 of the partner selection process: Finalizing and 

writing of the agreement

6.5 Lawyers and the added-value of legal involvement within the partner 

selection process

The parties may want the lawyer to perform integrative negotiation to optimize the 

negotiation outcomes through a process of creating and distributing value. However, 

empirical findings show that an integrative negotiation approach is not commonly 

used by lawyers and is not well supported by the legal system. 

Lawyers may be tempted to choose the distributive negotiation approach even if 

another approach will create a more mutually beneficial outcome (Gilson and 

Mnookin, 1995; Mnookin et al.2000). However, the approach actually chosen by 

lawyers in a specific situation will depend on the goal of the negotiations and what 

they are asked to do by their clients. If a dispute has already emerged, the lawyer will 

most likely be a litigator trained in arguing a case in a court and will tend to have an 

adversarial style. A lawyer engaged to help with the commitment process, a so-called 

transaction lawyer, is more likely to have a cooperative style. Thus, the involvement of 

lawyers increases the danger of conflict escalation. Their involvement may encourage 

competitive behavior (Mnookin and Susskind, 1999). Therefore, the parties should 

weigh the benefits and risks of involving lawyers in their disagreements. 

Lawyers may use their knowledge to facilitate collaborative negotiation and conflict 

resolution, but their use of the legal approach may also result in highly distributive 

5. Discuss and consciously choose the legal regime that applies to the contract, because this   

 choice impacts the way in which courts interpret the document.

6. Be specific on contract terms; define ambiguous terms; do not leave anything out; use terms  

 consistently; and fully account for any sensitive issues (unless the parties want default rules to  

 apply).

7. Agree on criteria for the contract interpretation rules; refer to them in the contract; and avoid  

 ambiguity by being specific. 
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contracts and the aggravation of conflicts (Gilson and Mnookin, 1995; Folberg and 

Golann, 2006). There are not many incentives that encourage lawyers to use the 

integrative negotiation method. It is not a method that the legal system facilitates or 

a strategy in which lawyers receive much training (Menkel-Meadow, 2000). Empirical 

research indicates that lawyers often undervalue creativity when dealing with conflicts 

and therefore may not look for creative win-win solutions (Kritzer, 1991; Mnookin 

and Susskind, 1999). Therefore, to prevent further escalation it is wise to choose a 

lawyer who is familiar with the negotiation method that a particular situation requires 

(Gilson and Mnookin, 1995). 

Ideally, validated by experts, in the partner selection process the partners will: 

 1. Anticipate the competitive effects of contracts and the involvement of 

  traditionally trained lawyers. 

 2. Anticipate the escalation process that may result from the interaction 

  between lawyers.

 3. Involve lawyers in analysis of the problem at an early stage. Keep the 

  threshold low, and try to prevent a conflict from becoming a legal problem.

 4. Choose together the preferred level (self, together, with help of lawyers, or 

  neutral) at which to deal with conflict.

 5. Discuss and agree on a general approach and on approaches to particular 

  conflict situations.

 6. Choose problem-solving as the general approach to conflict resolution.

 7. Agree on particular conflict-resolution styles for different conflict 

  situations based on the type of conflict.

 8. Make a trade-off between what is optimal for the collaboration process and 

  the importance of the issue.

 9. Avoid relational and task conflict, except in situations of pure difference of  

  opinion where compromising or even forcing may be beneficial. 

 10. Agree on third-party conflict management processes.
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6.6 Conclusion 

The results of this study reveal some interesting findings about the contribution 

of legal involvement in the partner selection process for alliance success. Our first 

research question asked which legal aspects play a role within the partner selection 

process?

We found that more than half of the managers use contractual documents and 

lawyers, perhaps because of their former experience with interpartner conflicts, but 

they are negative about the use of a lawyer. According to experts, the specific role 

of lawyers is closely related to the success of alliances. When these agents, experts 

at negotiating and structuring legal agreements, play a leading role and fail to 

steer the parties in the right direction they may do much damage. When instructed 

carefully they provide excellent support in drafting a contract. Accordingly, as stated 

in paragraph 6.4, this research does not conclude in line with the widespread idea 

of not involving lawyers in the early stage of the partner selection process (Barondes, 

2001). If anticipating the competitive effects of contracts and the involvement of 

traditionally trained lawyers, and if anticipating the escalation process that may result 

from the interaction between lawyers, lawyers should be involved in analysis of the 

problem at an early stage. Keep the threshold low, and try to prevent opportunism 

and a conflict from becoming a legal problem.

Additionally, negotiation is perceived to be crucial in the partner selection process. 

In the negotiation process all elements of the alliance are discussed, and the 

intense interaction between the partners will give them a feeling for the feasibility 

of the alliance from a cultural and personal-chemistry viewpoint. Trust will evolve 

and opportunism will be prevented. Secondly, legal structure, legal culture and 

organizational structure need to be used more often as selection criteria. Experts 

believe that if not paid attention to, legal differences may particularly surface when 

conflicts arise. These issues may drive partners apart. Accordingly, experts state that 

comparing decision-making procedures to govern the alliance should be  may be 

organized in the beginning of the partner selection process: the chance of conflict 

is increased when there are fundamental differences in decision-making procedures. 
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Addressing the issues that lead to conflicts may decrease the chance of them arising. 

This discussion should be a part of the selection process. This can be addressed at 

meetings early in the contractual relationship. A failure to or bureaucracy delays to 

make decisions is also found to lead to the failure of successful relationships. By 

addressing decision-making procedures during the selection process parties may 

identify potential problems and be able to agree on mandates. Finally, experts state 

that the use of standard governance and a joint business-planning workshop are most 

effective in helping firms to improve their alliance success so they may be organized 

in the beginning of the partner selection process.

Our second question asked  when do legal aspects need to be addressed in the 

partner selection process. Based on qualitative research, a legal framework has been 

developed that increases alliance success. For each of the stages of relationship 

development in a structured partner selection process, we list important factors. As 

can be seen in figure 6.1 and 6.2, there are less legal aspects in these two pre-

contractual phases. Although lawyers may facilitate these pre-contractual aspects, 

the real legal involvement starts afterwards in the contractual phases from figure 6.3 

and further. Nevertheless, the pre-contractual phase is crucial because it influences 

the content and relation of the contractual phase, as stated in section 6.4.

Summarizing, legalities may be integrated in the partner selection process to define 

partner expectations and to help plan activities. 

6.7 future research and implications

Despite its importance for the control of alliances, the partner selection process and the 

integration of legal issues in this process have received scant attention in the literature and 

empirical studies. Our study aimed to enhance our understanding of the partner selection 

process, its importance for alliance success, and the influence of legalities. It also indicated 

how not only taking into account the legal aspects but also using legal structures may 

increase success.

These results have implications for research. Our study adopted several methodological 

aspects common to a design approach in order to validate our legal framework. Through our 
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results it seems that specific legal involvement is necessary descriptively, but future research 

need to validate this quantitatively. We see this as a start for further continuation of design 

research within partner selection specifically. Future management research may incorporate 

this start of design research to investigate empirically further the practical usefulness more 

into detail.

Our research also has implications for the emerging literature on the added-value of legal 

involvement in the partner selection process. To date this literature has hardly looked at 

the combination of legal aspects at different stages of alliance management e.g., the 

partner selection process. It has not yet considered the use of legal issues in different 

alliance capabilities. This study shows that it is worthwhile to study in more depth individual 

processes and/or stages in combination with a legal framework. The next step in alliance-

capability research may be to investigate how a legal framework is used at other stages and 

capabilities of alliance management, e.g., during the operation of the alliance or during its 

finalization. 

Our results also have implications for management. Alliances are not only about alliance 

experience, trust, and informal governance. A structured, well-thought-out, legal 

framework for selecting partners performs better than a less-structured process. Investing 

in a rational and legal partner selection process will therefore deliver value. Because the 

majority of alliance managers use legal documents, it appears that many companies have 

already combined the legal aspects with partner selection. However, there is still a negativity 

about lawyers and a lack of understanding of the importance of legal involvement in the 

partner selection process. Companies are advised to revisit these aspects of the process.

Since one of the paragraphs of this chapter is the “role of lawyers in alliances,” it seems 

appropriate to conclude by reflecting on the implications for lawyers  who play a role 

in drafting alliance agreements and as partners in planning inter-firm collaboration. 

Lawyers need to act as true business partners and advisors in helping to set a structure to 

constraint behavior and to reduce misunderstandings and eases collaboration by providing 

mechanisms for communication and setting clear expectations and plans in advance. 

The importance of such structure in alliances cannot be underestimated. Poorly chosen 

structure quickly becomes apparent, often leading to costly missteps and communication 

failures, reducing the confidence of firms in their partners and ultimately reducing the 

probability of success.



C o n c l u s i o n

Chapter Seven

124



C o n c l u s i o n

Chapter Seven

125



126 127

7.1 introduction

Despite the growing number and revenues of alliances, failure rates of 50-60% are 

not uncommon (de Man and Duysters, 2012, 2007; Spekman et al., 2000; Kelly 

et all, 2002). Research shows that successful firms have developed better alliance 

capabilities (Draulans, 2003; Kale  and Singh, 1999; Kale et al., 2000). Although 

scholars and practitioners have paid attention to this topic, there is little insight 

in which capabilities are particularly important to enhance alliance performance. 

Whereas former studies tended to focus on alliance capabilities in general, this thesis 

tries to pinpoint a specific capability, namely partner selection. This study analyzes to 

what extent different partner selection steps and criteria help firms to improve their 

alliance capability and increase the success rate of alliances. For this analysis, we 

defined one main research objective:

   

To attain this objective, we addressed three critical research gaps in alliance literature. 

We noted that alliance capability literature:

 1. offers little insight in the partner selection process and its relationship to 

  alliance performance;

 2. suffers from a lack of empirical research to investigate an individual alliance   

  capability like the partner selection process;

 3. provides only first indications of how alliance performance and the role of 

  legal aspects in the partner selection process can be associated.

In the course of this study, we researched each of these shortcomings.

To	explore	empirically	the	process	by	which	firms	select	alliance	partners,	particularly	

investigating	which	steps,	criteria,	and	legal	involvements	relate	to	the	success	of	alliances.	
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7.2 Main findings and conclusions

Firstly, we investigated which partner selection steps are important for the success 

of an alliance. Empirical methods to measure the steps of a partner selection process 

and assess their relationship to alliance performance tend to be frail. Therefore, we 

researched the relationships and effects of different steps and groups of steps on 

alliance performance. The main findings of our empirical analysis indicate that by 

having a partner selection team, negotiating the alliance with prospective partner, and 

by screening  shortlisted partners against partnering criteria during the partner selection 

process, alliance performance tends to raise. Further, we found that while some steps 

will raise alliance performance individually, other steps only raise performance in 

combination with other steps. Specifically, we found that successful firms make more 

use of a structured approach focusing on steps related to listing and screening in the 

partner selection process. It ensures that all relevant aspects of a partner are considered 

before the alliance starts without focusing only on internal aspects. 

The results also point to a remarkable insight on the issue of the early stage of the 

partner selection process versus the later stage. Although the individual steps that 

differ between successful and unsuccessful firms are not limited to the early or late 

stage, the factor analysis showed that by focusing on listing and screening in the early 

stage of the partner selection process, alliances may be more successful. 

Secondly, previous research and debates only emphasized the role of formal and 

informal governance mechanisms in the formation phase of alliances.  Therefore 

we investigated how formal and informal mechanisms can be applied within the 

pre-formation phase of alliances during the partner selection process. We find that 

control is a key source of confidence in partner cooperation. Our findings indicate 

that alliance managers tend to be more confident about partner cooperation when 

they feel they have an adequate level of control over their partners. By including 

formal governance mechanisms as selection criteria within the partner selection 

process,  control is started and can be seen as a regulatory and relational risk avoiding 

process by which the partner’s pursuit of mutually compatible interests is made more 

predictable, enhancing alliance performance. 
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Our findings are in line with de Rochemont (2010) who state that the effectiveness 

of formal and informal governance mechanisms is dependent on the phase in the 

alliance lifecycle. 

We find that in the partner selection phase formal selection criteria are more effective 

than informal ones. Most prior studies about alliance management focusing on the 

post-formation phase of alliances (e.g. Cullen et al., 2000; Das et al, 2001; Gomes-

Casseres, 2000; Mohr et al., 1994; Ybarra et al,2009 ) link the success of an alliance 

with soft and informal factors like trust but according to our study, this is less 

relevant within the pre –formation phase during the partner selection process. This 

finding could be explained by the argument of Doz (1996)  and Das et al. (2001) 

that building trust requires time to develop and  therefore informal governance 

mechanisms are more effective for alliances that are past the pre-formation phase. 

Another explanation could be that in the pre-formation phase formal sense making 

is needed. Alliance partners cooperating are often confronted with ‘problems 

of understanding’ during the partner selection process. Such problems arise 

from differences between partners in terms of culture, experience, structure and 

industry, and from the uncertainty and ambiguity that partners experience in the 

pre-formation phase. The use of formal selection criteria is a way to make sense of 

partners and the contexts in which these are embedded so as to diminish problems of 

understanding ( Vlaar et al., 2006). As the alliance progresses to the post-formation 

phase, informal governance mechanisms may become more important. This finding 

might support the notion of Ireland  et al. (2002) that optimal governance evolves 

across time and through partner interactions. 

Thirdly, we addressed which legal aspects play a role and when they need to be 

addressed in the partner selection process. Our quantitative and qualitative analysis 

suggested that alliances are more likely to increase alliance success when the 

partners pay particular attention to aspects with legal dimension within their partner 

selection process. Our key argument is that, as inter partner conflicts are the main 

reasons for alliance failure, by taking a legal perspective and providing adequate 

governance structure as instruments early on during the partner selection process, 

may diminish those conflicts and increase alliance success. Our findings also suggest 
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that the use of negotiation and standard governance is highly effective in helping 

firms to increase their alliance success. 

Lawyers are often regarded as a necessary evil and unhelpful in ensuring a successful 

start of this collaboration process (Barondes, 2001). Interesting because the main 

finding of our empirical examination indicate that lawyers should be involved at 

an early stage during negotiation processes between the partners. Lawyers may 

fulfill a variety of roles in the design of legal arrangements and their negotiation 

and interpretation. Partner confidence and trust will evolve and opportunism will 

be prevented. Further, we found that standardised processes for negotiation, 

governance and joint business planning may enhance alliance success because they 

facilitate interaction with partners and compare each other’s procedures, structure 

and culture. The chance of conflict may increase when there are fundamental 

differences.  Addressing and facilitating the issues that lead to conflicts may support 

alliance success.

The integration of legal issues in  the partner selection process has received scant 

attention in the literature and empirical studies. Based on qualitative research, we 

developed a legal framework that increases alliance success. For each of the stages 

of relationship development in a structured partner selection process, we listed 

important legal factors. The framework has a pre-contractual and a contractual 

phase. The pre-contractual phase is crucial because it influences the content and 

relation of the contractual phase. Although lawyers may facilitate these pre-

contractual aspects, the real legal involvement starts afterwards in the contractual 

phases including negotiating and finalizing a contract. However, while researchers 

have paid much attention to the antecedents and outcomes of the governance of 

alliances, the role of legal aspects has largely been ignored. We expected to see 

an understanding of the need for a legal perspective at the first stage of alliance 

formation, not just when conflicts appeared. Our study contributes to an integrative 

perspective on alliance governance by examining the connection between legal 

involvement and the use of a structured partner selection process. 
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7.3 Contributions and their theoretical and managerial  
implications

Our main findings provide theoretical and managerial implications.  

First and foremost, our study has contributed to alliance capability research. It 

advocates a shift away from  traditional studies focusing on interfirm characteristics 

towards intrafirm capabilities influencing alliance performance. Although previous 

alliance capability studies find evidence that alliance performance stems from the 

use of intra-firm mechanisms/capabilities, they hardly looked at those individual 

mechanisms/capabilities. Only Kale et al. (2002) have made an indepth study of one 

element of alliance capability, namely alliance departments. Others have tended 

to combine tools and processes (Duysters et al., 2004). This study shows that it is 

worthwhile to study individual capabilities in depth. Because alliances are reported 

to generate a growing share of revenues (Harbison and Pekar, 1997; Margulis and 

Pekar, 2001), it is increasingly important for firms to understand which structural 

factors or microlevel mechanisms are critical. In this way, alliance mechanisms can 

not only help to leverage a firm’s alliance-related revenues but also play an essential 

role in building and sustaining competitive advantage. By adopting an alliance 

capability view, this study makes a fundamental contribution as it finds evidence for 

the fact that improvements in the characterization of individual mechanisms such 

as the partner selection process will enhance alliance performance. We find that the 

alliance capability view is an important emerging research theme, and it has been 

our aim to contribute to the development of this discipline. In line with previous 

researchers, we found that a partner selection process is one of the most important 

alliance capabilities for alliance success. There is little theory specifically about the 

partner selection process to build on, so this study is one of the first attempts for 

theorizing about how firms can develop alliance capability by designing a partner 

selection process that effectively supports alliance performance.

Secondly, our study contributed to alliance management theory. The literature on 

alliance management research tends to focus on the structural design of single 

transactions or relational dynamics in alliances. We present a more integrative 
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perspective. In particular, we provide indepth theoretical insights into how the 

design and application of legal aspects at the first stage of an alliance, the partner 

selection process, will enhance success. To date the literature has hardly looked 

at the combination of legal aspects at different stages of alliance management. 

It has also failed to consider the legal issues associated with different alliance 

capabilities. This study has shown that it is worthwhile to study individual processes 

in combination with a legal framework.

In general, our findings advocate adopting an alliance capability view in researching 

alliance performance. By addressing gaps in previous alliance capability research, 

our study has generated four main contributions:

 • Contributed to the understanding and importance of developing individual 

 alliance capabilities;

 • Opened the black box of the partner selection process theory;

 • Generated empirical evidence on the effectiveness of steps, criteria and 

 legal aspects in the partner selection process in raising alliance performance;

 • Provided novel insights on the role of legal aspects in the partner selection 

 process . Legal aspects have hardly been integrated in alliance capability 

 theory. It is not clear how to apply legalities specifically but more 

 integration of  legal   aspects within capability theory is necessary to further  

 enhance multidisciplinary within alliances.

There are also a number of important managerial implications. Given the increasing 

use of alliances and their effect on generating revenues, effective management 

is crucial. This study found evidence of the importance of the partner selection 

process to alliance capability development. Hence, it provides firms with hands-

on recommendations on how to develop alliance capability and to create value 

by designing a partner selection process. Our study does not offer a recipe for 

the steps and criteria; such a recipe would underestimate the complexity of the 

process. However, our structured and integral partner selection process provides 

tools that managers can use to shape and balance a firm’s alliances. 



132 133

Three important highlights for managers are:

 • Quality improvements: Improving one’s alliance capabilities, may show the way  

 to enhance one’s alliance performance (Draulans et al., 2003; Heimeriks et al.,   

 2004). To find cues for improvement, it is increasingly important for firms   

 to understand which individual alliance capabilities are critical and how to   

 use them. Obviously, there is a difference between having a mechanism and   

 making effective use of it. We like to draw attention to the gap between   

 what firms do to manage their alliances versus what is effective. Firms try to use  

 as  many capabilities as possible but they do not increase alliance success

 ( Duysters et al., 2012), so by indicating quality versus quantity improvements our  

 study gives recommendations regards one specific alliance capability the partner  

 selection process.

 • Structure and formal criteria: using a structured partner selection process 

 focusing on formal selection criteria is critical for alliance success. Most firms 

 focus on the first stage of the partner selection process and pay less attention to  

 the later phases of partnering. Additionally, firms balance between formal   

 and informal criteria in dealing with control of the alliance partner. Our analysis  

 has clearly shown that this is not effective. Therefore by indicating which steps   

 and formal criteria are most effective in raising alliance success, our study gives  

 tailor-made recommendations.

 • Legal involvement: Our analysis indicates that legal aspects are necessary 

 during the partner selection process. We give legal guidelines to assist managers  

 to define partner expectations and to help plan activities in order to control the  

 alliance. For each of the stages of a structured partner selection process, we list  

 important legal aspects. 

Our study has some limitations, and we have suggestions for future research. These 

will be described in the next section.
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7.4 future research and Limitations

Despite the contributions of this study to alliance research, it is subject to a number 

of limitations that require further research. First, more detailed research is necessary. 

This may involve a more fine-grained longitudinal case-study analysis that will lead to 

new theories. The current level of theorizing is unable to answer specific questions 

about for example how to start building a structured partner selection process or how 

to apply the legal framework. This is also practically interesting, because it supports 

firms in implementing their partner selection process.

Secondly, this study shows that it is worthwhile to study individual tools and processes 

in depth. It has added value to the existing theory by focusing on different steps/

criteria and groups of steps/criteria. The next step in alliance-capability research may 

be to investigate how knowledge and experience are built with individual tools or 

processes.

Thirdly, this study has focused on intra-firm factors of the partner selection process 

influencing alliance performance. As we stated in our study that interfirm issues such 

as trust is less relevant in the partner selection process criteria, this may be a topic 

where future research may shed new light on what impact these interfirm issues have 

on for instance intra-firm learning. 

Furthermore, our study did not take into account mutual selection among the 

partner selection process. Our approach assumed that one partner selects another 

one, whereas in reality mutual partner selection may take place. Future research can 

address the issue of mutual selection by examining  if the success factors regarding 

steps, criteria and legal aspects  we found, are also applicable to this type of partner 

selection processes. 

Additionally, the sample of our research is more represented by western (Europe and 

US)   companies so the validity of our results may be increased by future research 

by incorporating worldwide companies equally. Accordingly, our results cannot be 

generalized for all organizations all over the world, the validity of the results between 

western companies is higher than between a western and a Chinese company.

Last, future research should also consider the influence of, for example, a firm’s 

existing ability to develop alliance capability. Firms can develop alliance capability in 
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different ways (Hill and Hellriegel, 1994), but our study did not explicitly state on what 

partner selection process work best for what type of firm or in what type of situation 

or national culture. We hope future research will further investigate these issues. 

from this study on certain future research aspects can be further taken up:

 - Quality improvements of individual alliance capabilities are important for 

 alliance success. We investigated one of those individual mechanisms, the 

 partner selection process but there is a lack of research into the other individual  

 capabilities. So future research need to further enhance the development and 

 application of each individual capability.

 - We integrated the legal discipline with the management and organization 

 discipline. Although we showed the effect of legal involvement in the partner   

 selection process, it is not clear how it can further be effective within other   

 alliance capabilities. More integration is necessary, so future research need to 

 address a multidisciplinary perspective within alliance research.

 - Our study used a loosely departure  from the vision of the design approach in  

 order to make a useful legal framework for the partner selection process, but did  

 not use the entire design process as suggested by Van Aken (2004). Alliance 

 literature would benefit from using further design studies in the future because  

 it also deals with ‘HOW’ and not only ‘WHY’ and ‘WHICH’ alliance capabilities   

 are  effective. This practical knowhow is missing into alliance research but   

 necessary to enhance quality improvements to apply alliance mechanisms   

 correctly. Future alliance research need to combine description-driven research   

 with prescription-driven ones, which can lead to more instrumental knowledge  

 in the form of tested and grounded practical rules. It will not only provide   

 further insights and research questions into alliance capabilities but it will 

 especially provide designs and frameworks to ground practical applications. 

 Knowledge and action will be matched, leading to more knowhow of how 

 to develop and apply alliance capabilities.
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introduction: 

Please answer the questions considering your most important alliances.

i. Company demographics and alliance background 

Name of the company:        

Name of alliance professional:       

 

ii. Company demographics and alliance background 

Name of the company:         

Name of alliance professional:       

1.	Number	of	employees	of	parent	company			

1-500 500-1000 > 1000

2.	Total	worldwide	sales	volume	last	year	in	euros	

<1m 1m.-100m 100m.-1b. 1b-50b. >50b. 

3.	Primary	industry	your	company	is	active	in      

4.	How	many	strategic	alliances	has	your	company	formed	over	the	last	five	years	? 

5.	How	do	you	find	your	partners? (e.g., via the existing network, internet, 

recommendations of a third party, private relations, or branche – organization

      .(multiple answers are possible)

6.	How	important	are	alliances	to	realize	your	company	strategy	

(1= not at all important; 5 = very important)

7.	What	is	your	company’s	overall	success	rate	(%	of	alliances	where	the	

initial	goals	were	realized)	over	the	last	five	years?	

Some companies use a formal, structured partner selection process, and other 

companies use informal, less structured ways to select their partners. Please rank on 

a scale ( 1=totally informal, 5= totally formal, structured process)

8. Our	partner	selection	process	is	best	characterized	as:	

1  2  3  4  5               
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9.	How	long	does	your	partner	selection	process	take	on	average?

 <0.5 jaar 0.5 – 1 jaar 1- 1.5 jaar 1.5 – 2 jaar  > 2 jaar

10.	Our	current	partner	selection	process:					

 1 could do much better to help increase alliance success

 2 could do better to help increase alliance success  

 3 has no negative or positive influence on alliance success

 4 contributes to alliance success

 5 contributes significantly to alliance success

Please answer the questions considering your most important alliances.

11.	Please	give	an	indication	of	how	you	found	your	current	partners:

We approached ………% of our current partners

We were approached by ………% of our current partners

Other:………%

12.	For	your	most	important	alliances,	please	indicate	who	is	involved	in	your	

partner	selection	process?	       

 Leader of the prospective alliance team (multiple answers are  possible)  

 Legal department

 An internal alliance expert (e.g., alliance office, alliance specialist)

 Representative of functional area/unit that will be involved in the alliance   

 (marketing, production, R&D) 

 Business unit manager

 Top management

 An external party,        

 Other:         
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iii. Alliance portfolio 

Considering	your	alliance	portfolio,	different	types	of	alliances	can	be	used,	e.g.:

 a. Co-marketing, sales, co-promotion or business development alliances 

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

 c. Distribution alliances       

 d. Research alliances        

 e. Supplier alliances        

13.	Please	indicate	in	percentages	the	importance	of	each	type	of	alliance	for	

your	company.	

Please indicate if you agree/disagree about the hypotheses formulized below

14.	We	use	a	different	partner	selection	process	for	different	types	of	alliances.

 Yes   No

    

iii. Alliance capability mechanisms: Partner selection process 

For your most important alliances, please indicate if your company goes through the 

following steps in a partner selection process: 

               

 15. the development of a partner selection team         

 16. identify partnering needs of your company    

 17. identify partnering opportunities in the market    

 18. define your company’s objectives for the alliance     

 19. define  partner selection criteria       

   20. create long list of prospective partners    

 21. orientating meeting with prospective partners   

 22. determine short list of prospective partners     

 23. screening of short listed partners against defined partnering criteria 

 24. beauty contest ( you invite several possible partners to present themselves and their ideas about  

 the alliance to you )   

 25. ranking of prospects ( internal prioritization of potential partners)

 26. final choice of partner       
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 27. negotiating the alliance with the prospective partner    

 28. organizing social event with selected partner    

 29. writing legal agreements      

 30. joint writing of the business plan      



The	steps	described	above	are	an	idealistic	partner	selection	process.			

    

32.	For	your	most	important	alliances,	please	identify	which	of	the	four	state-

ments	below	best	describes	the	partner	selection	process	in	your	company.

 My company uses a formal partner selection process with fixed steps and 

 runs through the partner selection process consistently.                       

 My company uses a partner selection process with fixed elements, 

 but the order in which they are executed may differ per case   

 My company uses a partner selection process, but we judge on a case by   

 case basis which elements are relevant in a particular partner process ( e.g.,  

 a simple partnership requires fewer steps than a complex one)

 My company does not use a standard, structured partner process. We only  

 work on a case by case basis.

         

When	selecting	a	partner,	companies	use	criteria	to	evaluate	the	possible	fit	

between	them	and	prospective	partners.

For	you	most	important	alliances,	please	indicate	whether	your	company	uses	

the	following	strategic	criteria	to	select	a	partner:

 33. strategic vision of the partner      

 (do the alliance partners have a shared vision on developments in the business environment)

 34. strategic compatibility      

 ( are the partners’ alliance and corporate strategies compatible; do they have the same 

 expectations and objectives)

 35. strategic importance of the alliance for the partner    

 (how important is the alliance for the partner?)

 36. the network the partner is in  ( the existing relationships of the partner; are there   

 any conflicts of interests or synergies between the network of the partner and your own network)
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 37. added-value for the customer     

 (do the joint activities have added-value for the clients)

 38. effect on stakeholders      

 (will the alliance be accepted by the market, stakeholders)

 39 vision of the partner toward profit sharing    

 (sharing of revenue as well as costs of the entire alliance process)

 40. complementarity        

 ( are the partners mutually dependent for achieving their objectives)

 41. vision of the partner on innovation      

 ( willingness to innovate, take risks, be creative)

 42. willingness to share resources     

 ( resources include employees, knowledge, products, production capacity)

For	your	most	important	alliances,	please	indicate	whether	your	company	

uses	the	following	partner	related	criteria	to	select	a	partner:

 43. previous experience with alliances    

 ( related know-how, level of experience with alliance management)

 44. personal relationships     

 (the partner’s people are easy to get along with)

 45. commitment       

 ( committed to success to the alliance)

 46. top management support     

 (commitment of top management to alliance)

 47. motivation to cooperate     

 ( willingness to cooperate)

 48. decision-making procedures     

 (centralized or decentralized decision-making, the way decisions are made, communication   

 channels, how many people have to be involved)( are they optimal for the alliance)

 49. organizational culture ( norms and values of the partner organization; open or closed etc) 

 50. organizational structure     

 ( governance model, hierarchical, bureaucratic or ad-hoc; are organizational structures similar)

 51. trustworthy behavior of the partner    

 ( able and willing to fulfill expectations)
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 52. alliance capability      

 ( being able to manage alliances as shown by alliance skills, processes, tools)

 53. conflict handling skills     

 ( the way a partner handles conflicts)

 54. relations with unions partners have    

 (partner’s dependence on unions)

 55. national culture      

 (norms and values of the country the partner is from)

 56. legal structure of the partner     

 (rules, regulations and legal form of the partner)

 57. reputation of the partner     

 (the image of the partner)

 58. size of the partner’s company    

 (number of employees, turnover rate)

 59. relative bargaining position      

 (the position of the partner compared to other players in the market)

For	your	most	important	alliances,	please	indicate	whether	your	company	

uses	the	following	task	related	criteria	to	select	a	partner:	

 61.  financial resources      

 ( ROI, financial health)

 62.  customer service      

 (customer –oriented focus)

 63.  technology resources     

 (technology match, technological complementarities)

 64. R&D resources      

 ( R&D match, R&D complementarities)

 65. knowledge        

 (competencies in a specific area)

 66.  production resources     

 ( e.g., number of machines, production complementarities)

 67. managerial resources     

 (quality of the partner’s management team)
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 68. legal culture        

 ( are lawyers driving the alliance process or is the business driving it?)

For	your	most	important	alliances,	please	indicate	which	criteria	related	to	

future	alliance	possibilities	your	company	uses	to	select	a	partner:

 69. influence of this partner on your company image   

 (will others perceive this alliance partner as strengthening or conflicting with your company image)

 70. influence on position in alliance network    

 (how will this partner affect your position in your industry’s alliance network?)

 71. development of alliance capabilities     

 ( will you learn new alliance best practices from this partner in order to develop your alliance capabilities?)

 72. strategic value for the future      

 ( will this alliance lead to strategic opportunities and added-value in the future?)

For	your	most	important	alliances,	please	indicate	if	your	company	uses	the	

following	tools	to	select	a	partner   

 73. an alliance office        

 ( a central, specific office related to alliance development supports the alliance process )

 74. checklists for partner selection      

 (standardized checklists including selection criteria for selecting partners)

 75. memorandum of understanding/ letter of intent/heads of agreement  

 (preliminary agreement for developing an alliance together with a partner)

 76. agreement of confidentiality/non-disclosure     

 (agreement about secrecy regarding information shared)

 77. partner training        

 (educating your partner about your company and its’ way of doing business)  

 78. involvement of lawyer in early stage      

 79. cases to screen prospective partners      

 (partners have to react to a case study, to screen their response)

 80. a network consequence analysis 

 ( an approach to gain insights in the existing relationships of prospective partners)  

 81.a standardized ranking system to evaluate prospective partners  

 (system to prioritize potential partners on selection criteria)
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 82. culture diagnosis              

 (standardized approach for diagnosing the culture of a partner) 

 83. joint business planning workshop       

 (session in which representatives from all partners develop a business plan for the alliance together)

 84. network meeting in order to search prospective partners   

 (orientating/network meeting to search prospective partners )

 85. online mechanisms for partner selection     

 (databanks, internet, social networking sites like www.linkedin.com)

 86.  alliance launch event       

 (event to kick off the alliance with all staff involved)

 87. Standard governance of the partner selection process    

 (is there an overview of who is to be involved when and who needs to approve when a new   

 partner is selected? Who is to be responsible, accountable, consulted, informed in    

 each partnering phase (=RACI)?

Open	questions:

88. Are there any other tools/instruments/steps your company has used in order to 

select a partner?        

          

89. What are the critical success factors concerning a partner selection process, to 

your opinion?         

          

90. What are the failure factors?       

          

Please	indicate	A,	B	or	C	as	answer	to	the	following	questions:	

91. The effect of the presence of lawyers on partner selection is:

A: negative, B: neutral, or C: positive 

92. Conflicts are a reason for alliance break down in:

A: less than 20%, B: between 20-50%, C: more than 50% of all break down 

situations.
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Final	question:

93. Does the partner selection process for your most important alliances differ consi-

derably from your average alliances? 

YES    NO   
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 Variable Explanation

Functions 1.  Name of company

 2.  Name of alliance professional

 3.  Number of employees

 4.  Total worldwide sales volume 

 5.  Primary industry 

 6.  Number of strategic alliances company has formed in 

   last five years

 7.  Ways to search for partner 

 8.  Importance of alliances for realizing company strategy

 9.  Characterization of partner selection process

 10.  Average time for partner selection process 

 11.  Relation of partner selection process and alliance success

 12.  Indication of how partners were found

 13.  Person(s) involved in partner selection process

  14.  Types of alliances

 15.  Importance of types of alliances

 16.  Use of different partner selection process in different 

   types of alliances

Steps of  17.  Development of partner selection team

partner selection  18.  Identification of partnering needs

process 19.  Identification of partnering opportunities 

 20.  Definition of company’s objectives for alliance

 21.  Definition of partner selection criteria

 22.  Creation of long-list of prospective partners

 23.  Arrangement of orientation meeting with prospective 

   partners

 24.  Determination of shortlist of prospective partners

 25.  Screening of shortlisted partners against partnering criteria

 26.  Arrangement of beauty contest (possible partners to present  

   themselves and their ideas about the alliance)
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 27.  Ranking of prospects (internal prioritization of potential 

   partners)

 28.  Final choice of partner

 29.  Negotiation of alliance with prospective partner

 30.  Arrangement of social event with selected partner

 31.  Writing of legal agreements

 32.  Joint writing of business plan

 33.  Description of partner selection process

Criteria of  34.  Strategic vision of partner 

partner selection  35.  Strategic compatibility 

process 36.  Strategic importance of alliance for partner 

 37.  Network of partner

 38.  Added-value for customer 

 39.  Effect on stakeholders 

 40.  Vision of partner re profit sharing 

 41.  Complementarity 

 42.  Vision of partner re innovation 

 43.  Willingness to share resources 

 44.  Competitors of prospective alliance partners

 45.  Previous experience with alliances 

 46.  Personal relationships 

 47.  Commitment 

 48.  Top management support 

 49.  Motivation to cooperate 

 50.  Decision-making procedures 

 51.  Organizational culture 

 52.  Organizational structure 

 53.  Trustworthy behavior of partner 

 54.  Alliance capability 

 55.  Conflict-handling skills 

 56.  Relations with unions

 57.  National culture 
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 58.  Legal structure of partner 

 59.  Reputation of partner 

 60.  Size of partner’s company 

 61.  Relative bargaining position 

 62.  Financial resources 

 63.  Customer service 

 64.  Technology resources 

 65.  R&D resources 

 66.  Knowledge 

 67.  Production resources 

 68.  Managerial resources 

 69.  Legal culture 

 70.  Influence of partner on image 

 71.  Influence on position in alliance network 

 72.  Development of alliance capabilities 

 73.  Strategic value for future Tools to select a partner 

 74.  Alliance office 

 75.  Checklists for partner selection 

 76.  Memorandum of understanding/letter of intent/heads 

   of agreement 

 77.  Agreement of confidentiality/non-disclosure 

 78.  Partner training 

 79.  Involvement of lawyer at early stage

 80.  Cases to screen prospective partners 

 81.  Network-consequence analysis 

 82.  Standardized ranking system to evaluate prospective partners 

 83.  Culture diagnosis 

 84.  Joint business-planning workshop 

 85.  Network meeting to search for prospective partners 

 86.  Online mechanisms for partner selection 

 87.  Alliance launch event

 88.  Standard governance of partner selection process 
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Open questions 89.  Any other tools/instruments/steps used to select partner

 90.  Critical success factors of partner selection process

 91.  Failure factors

Legal questions 92.  Effect of presence of lawyers on partner selection

 93.  Conflicts as reason for alliance breakdown

Overall question 94.  Difference between partner selection process for important  

   alliances and average alliance
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robustness checks for discriminant analysis

Table 1 Box’s M test of equality of covariance matrices

Log determinants

The Box’s M test verifies whether the variance-covariance matrices are homogeneous. 

Multicollineariry is not an issue here, as spss protects against this by means of tolerance 

( Tabachnick and Fidell, 2001). The results indicate a Box’s M value of 310.753 and 

a p-value of .100 providing evidence that the matrices do not differ among the two 

performance groups with a critical value of .05 ( Hair et al., 1998) and thus the 

robustness of the results does not seem to be negatively influenced.

0=0-40%, 1=61-100% Rank Log determinants

0 16 -34.774

1 16 -35.898

Pooled within groups 16 -31.885 

Test Results

Box’s M  310.753

F Approx. 1.720

 df1 136

 df2 9457.384

 Sign. .100 
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Table 2 Hit ratio

Classification matrix (predicted Group membership)

A total of 74,7% of the original grouped cases is correctly classified. 

  DUMSUC01 0 1 Total

0=0-40% Count 0 20 8 28

  1 14 45 59

                                                   Ungrouped cases 9 3 12

1=61-100%  % 0 71.4 28.6 100

  1 23.7 76.3 100

                                                   Ungrouped cases 75.0 25.0 100
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    Total Variance Explained

                  Initial Eigenvalues                   Extraction Sums of Squared Loadings

Component Total % of Variance Cumulative % Total % of Variance Cumulative %

1 4.156 25.972 25.972 4.156 25.972  25.972

2 1.712 10.702 36.675   

3 1.409 8.806 45.480   

4 1.354 8.460 53.941   

5 1.069 6.678 60.619   

6 .998 6.238 66.857   

7 .888 5.553 72.410   

8 .781 4.879 77.289   

9 .710 4.438 81.727   

10 .636 3.977 85.704   

11 .603 3.769 89.473   

12 .513 3.203 92.676   

13 .353 2.209 94.885   

14 .292 1.827 96.712   

15 .279 1.742 98.454   

16 .247 1.546 100.000   

Table 3

Harman’s One factor test

Extraction Method: Principal Component Analysis.

If the factor explains >50% of the variance, common method bias occurs. In this case 

there was no evidence of a factor or a general factor that influenced the majority of 

the variance because of the 25.9%. Although 25.9% is a lot to explain a variance, it is 

not the majority so  it can be concluded that there is no strong evidence for common 

method bias in this study.
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robustness checks for discriminant analysis

Table 1 Box’s M test of equality of covariance matrices

Log determinants

Tests null hypothesis of equal population covariance matrices.

No test can be performed with fewer than two nonsingular group covariance matrices.

Table 2 Hit ratio

Classification matrix (predicted Group membership)

A total of 91,8% of the original grouped cases is correctly classified.

Log determinants

0=0-40%, 1=61-100% Rank Log determinants

0 < 27 too few cases to be nonsingular

1 39 -104.507

Pooled within groups 39 -89.844

Test Results

  DUMSUC01 0 1 Total

0=0-40% Count 0 25 2 27

  1 5 53 58

  Ungrouped cases 7 5 12

1=61-100% % 0 92.6 7.4 100

  1 8.6 91.4 100

  Ungrouped cases 58.3 41.7 100
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Table 3

Harman’s One factor test

    Total Variance Explained

                  Initial Eigenvalues                    Extraction Sums of Squared Loadings

Component Total % of Variance Cumulative % Total % of Variance Cumulative %

1 8.222 21.083 21.083 8.222 21.083  21.083

2 2.999 7.691 28.774   

3 2.670 6.846 35.620   

4 2.086 5.348 40.968   

5 2.065 5.294 46.263   

6 1.835 4.705 50.968   

7 1.681 4.309 55.277   

8 1.612 4.133 59.410   

9 1.367 3.505 62.915   

10 1.251 3.208 66.123   

11 1.202 3.081 69.204   

12 1.005 2.578 71.782   

13 .909 2.331 74.113   

14 .877 2.249 76.362   

15 .835 2.140 78.502   

16 .780 1.999 80.501   

17 .652 1.671 82.172   

18 .625 1.602 83.774   

19 .586 1.504 85.278   

20 .567 1.453 86.731   

21 .516 1.323 88.054   

22 .495 1.269 89.323   

23 .459 1.178 90.501   

24 .455 1.168 91.669   

25 .388 .994 92.663   

26 .354 .907 93.570
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Table 3

Harman’s One factor test

Extraction Method: Principal Component Analysis.

    Total Variance Explained

                  Initial Eigenvalues                    Extraction Sums of Squared Loadings

Component Total % of Variance Cumulative % Total % of Variance Cumulative %

27 .338 .867 94.437   

28 .309 .792 95.230   

29 .290 .744 95.973   

30 .264 .677 96.650   

31 .214 .549 97.199   

32 .195 .501 97.700   

33 .183 .469 98.170   

34 .177 .453 98.622   

35 .161 .414 99.036   

36 .121 .310 99.346   

37 .103 .264 99.610   

38 .081 .208 99.818   

39 .071 .182 100.000   

   

If the factor explains >50% of the variance, common method bias occurs. In this case there was 

no evidence of a factor or a general factor that influenced the majority of the variance because 

of the 21.0%. Although 21.0% is a lot to explain a variance, it is not the majority so  it can be 

concluded that there is no strong evidence  for common method bias in this study.
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Table 4

Structure Matrix

Pooled within-groups correlations between discriminating variables and standardized canonical discrimi-

nant functions Variables ordered by absolute size of correlation within function.

      Function 1

Factor 1     .442

Factor 7     -.295

Factor 4     -.261

Factor 8     -.259

Factor 2     .230

How many strategic alliances  -.214

has your company formed over 

the last five years? 

number of employees   .208

Factor 3     .168

Factor 10     .077

Factor 9     .074

Factor 6     .042

Factor 5     -.042
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Partner selection Process

interview sessions

Name:

Institute/Employer:

Area of expertise ( for academics):

Area of industry ( for practitioners):

Date:

Goals of the interviews:

1. To verify empirical findings and find additional arguments using    

 expert experience.

2. To verify the aspects involved in the partner selection process.

Please notice that:

This interview will last 20-30 minutes.

This questionnaire is part of ongoing research into the partner selection process 

of alliances. With your consent, the results of this interview will be used for 

publication. All the answers and results that follow from this interview will be 

treated confidentially. 

When published, clear reference will be made of the results following from expert 

interviews.

Questions:

Please respond to questions in the indicated order.

1.	Background:

 academic          practitioner    both

2.	Experience	with	alliances:	In	what	ways	have	you	been	generating	your	knowledge	

and	experience	with	respect	to	alliances	and/or	the	partner	selection	process?

 research          practice    both
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3.	Partner	selection	process:	Steps

Our empirical findings indicate that the steps mentioned underneath are most 

important in terms of enhancing alliance performance. From your experience, why 

are these steps so important? 

Development of partner selection team

Negotiation of alliance with prospective partner

Screening of shortlisted partner against partnering criteria.

4.	Structured	process

We find significant support that successful firms have a more structured and 

formalized partner selection process. From your experience, what reasons can you 

think of to support this finding?

5.	Early	stage	of	the	process

We do not find significant support whether the early stage of the partner selection 

process is more important than the later stage. From your experience, what reasons 

can you think of to support this finding?

6.	Partner	selection	process:	Criteria

Our empirical findings indicate that the criteria mentioned underneath are most 

important in terms of enhancing alliance performance. From your experience, why 

are these criteria so important? 
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Strategic compatibility 

Complementarity

Decision-making procedures

Alliance capability

Financial resources

Knowledge

7.	Strategic	compatibility

We find significant support that soft factors like trust and commitment are not 

relevant for the success of an alliance. Strategic compatibility leading towards 

aligned internal objectives should be the central criteria to select alliance partners 

upon. From your experience, what reasons can you think of to support this finding?

8.	Partner	selection	process:	legal	issues

Our empirical findings indicate that the issues mentioned underneath are most 

important in terms of enhancing alliance performance. From your experience, why 

are these issues so important? 

negotiation 

Joint business-planning workshop

Use of standard governance
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9.	Legal	perspective

We find significant support that the use of legal structure, legal culture and organizational 

structure are undervalued when selecting a partner. If not paid attention to, legal 

differences may particularly surface when conflicts arise. Taking a legal perspective 

within the partner selection process has  added-value for alliance performance. From 

your experience, what reasons can you think of to support this finding?

10.	Contracts	and	lawyers	

We find significant support that the use of contracts and lawyers within the partner 

selection process influences alliance success. From your experience, what reasons 

can you think of to support this finding?

11.	Legal	framework

We are designing a legal framework dealing with all the aspects that may be organized 

in the partner selection process. This framework may support the development of 

the alliance, it gives a structure and guidance. What are your thoughts about such a 

framework?

12.	We	 sent	you	 the	designed	 framework.	Do	you	 think	 this	 framework	 is	

useful	and	would	you	like	to	adopt	it?

13.	Additional	comments/remarks:

Thank you very much for your time and cooperation! I will be very happy to send you our 

findings and a copy of my PhD.
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Summary
A Perfect Match: An empirical investigation into Partner  
selection as an alliance capability

Strategic alliances have become a cornerstone of business development. Not only 

the number of alliances but also the percentage of revenues coming from alliances 

has increased. Individual companies form alliances to enter new markets, to gain 

knowledge, or to share risk and resources to bring value to their consumers. So 

alliances are more and more integrated into company strategy. In this study, alliances 

are defined as voluntary, evolving, open-ended, and flexible organizational forms 

between two or more organizations. These organizations realize individual and joint 

objectives relating to the products, services, and technologies being exchanged while 

retaining their own identity.

Despite the growing popularity of alliances, companies seem to encounter several 

problems in initiating and managing alliances. The average success rate of alliance 

portfolios is only 53%, so it is still a key managerial challenge for firms to understand 

how to transform collaborative agreements into productive and effective relationships. 

The need to partner is urgent but the risk that the collaboration will fail appears to be 

high. Improving one’s alliance capabilities, may show the way to enhance one’s alliance 

performance. Companies that invest more in alliance capabilities perform better than 

those that do not. No wonder, the use of alliance  mechanisms has increased from 16 

tools on average in 2009 towards 28 in 2011. However, the question is why alliance 

success rates do not increase, when so many firms use so many mechanisms. To 

find cues for improvement, it is increasingly important for firms to understand which 

structural factors are critical. Alliance capability is most likely one of these factors. 

The question how to develop and apply successful individual alliance capabilities is 

appealing and fascinating to both academics and practitioners. 
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Whereas former studies tended to focus on alliance capabilities in general, this 

study tries to pinpoint one specific mechanism, namely partner selection. Numerous 

studies have identified the correct choice of partner as a precondition for alliance 

success. The right partner can give important competitive advantages, whereas the 

wrong partner will lead to failures from the beginning of the alliance. In alliance 

capability research a comprehensive understanding of how to manage a partner 

selection process successfully is still lacking. Some studies focus on opportunism and 

contractual governance, others focus on soft criteria like trust and commitment, but 

none allows for further insight on how to develop and manage a partner selection 

process successfully.

This doctoral dissertation therefore examines the following central research objective: 

To explore empirically the process by which firms select alliance 

partners, particularly investigating which steps, criteria, and legal 

involvements relate to the success of alliances

To be able to attain the central research objective, the following three research 

questions have been analyzed.

Which partner selection steps are important for the success of an alliance?

Which partner selection criteria are important for the success of an alliance?

Which legal aspects play a role and when do they need to be addressed in the partner 

selection process?

This dissertation builds upon the notions of organization management literature 

developed towards the alliance capability view, relying on the resource-based-view-

of-the-firm theory and the transaction cost theory. Alliancing is traditionally seen 

as a method to gain access to certain resources with the lowest costs and risks in 

order to be competitive. Scholars focused on factors influencing alliance performance 

in individual alliances. Studies building on these traditional theories center around 

factors related to competitive issues between the partners. Alliance literature focused 

on inter-firm antecedents of alliance performance. In this literature, partner fit, trust 

and commitment between companies have been identified as important factors in 

alliance success Over time, research emphasis of scholars has shifted away from 

the relationship between individual companies towards the alliance capabilities 
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of companies involved in an alliance. This alliance capability view has had several 

important implications for research on alliances  as it explores the role of internal 

organizational attributes such as structure, managerial processes, and routines to 

explain differences in alliance performance. Not the relationship is studied, but the 

ability of the individual partners to manage the relationship. Firms with a high level of 

alliance capability have institutionalised alliance mechanisms that guide and support 

alliance management in the formation, operation and evaluation of its alliances. 

Research shows that firms that have developed high levels of alliance capability 

outperform firms with low levels of alliance capability.

This study intends to explore empirically the partner selection process. We follow the 

general contentions as mentioned above but argue that alliance managers should 

encounter a comprehensive partner selection process, dealing not only with the 

strongest criteria and the best cost/benefit relationship but also applying specific 

steps, criteria and tools integrally so that the best match of partners will be found for 

a specific situation and goal the alliance would like to attain. 

The current literature comprises a variety but limited number of interpretations of 

the partner selection process, providing a significant challenge for both scholars and 

practitioners to understand and develop this individual alliance capability. Chapter 2 

presents the theoretical framework for this thesis, describing the importance of the 

partner selection process when building alliance capability. Previous literature shows a 

shift toward the investigation of partners’ fit and alliance capabilities and their effect 

on alliance performance. Researchers have mainly focused on typical fit criteria such 

as cultural and strategic fit rather than the specific steps, criteria and tools of the 

partner selection process itself. Partner selection is being viewed as an integral long-

term alliance capability. This integral perspective and the focus on  partner selection 

as a specific alliance mechanism bridges important theoretical and empirical gaps in 

the literature. To explore such an integral partner selection process, empirical data is 

needed. The following chapters will present empirical research on the use of a partner 

selection process and its influence on alliance performance. 

The insights from the literature reviews provide a theoretical basis for the empirical 
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studies in this dissertation. The empirical studies in Chapter 4,5 and 6 extend our 

empirical understanding of how the partner selection process is used by alliance 

managers. By adopting an alliance capability view, this study makes a fundamental 

contribution as it finds evidence for the fact that improvements in the characterization 

of individual mechanisms such as the partner selection process will enhance alliance 

performance. We find that the alliance capability view is an important emerging 

research theme, and it has been our aim to contribute to the development of this 

discipline. In line with previous researchers, we found that a partner selection process 

is one of the most important alliance capabilities for alliance success. There is little 

theory specifically about the partner selection process to build on, so this study is one 

of the first attempts for theorizing about how firms can develop alliance capability by 

designing a partner selection process that effectively supports alliance performance. 

As such, this dissertation extends and builds (new) theory in the field of alliance 

capability, and the partner selection process in particular, which lead to main findings 

and implications that are of general scientific value for scholars and provide valuable 

insights for alliance managers.

The empirical study in Chapter 4 investigates which partner selection steps are 

important for the success of an alliance. Eempirical methods to measure the steps 

of a partner selection process and assess their relationship to alliance performance 

tend to be frail. Therefore, we researched the relationships and effects of different 

steps and groups of steps on alliance performance. The main findings of our empirical 

analysis indicate that by having a partner selection team, negotiating the alliance with 

prospective partner, and by screening  shortlisted partners against partnering criteria 

during the partner selection process, alliance performance tends to raise. Further, we 

found that while some steps will raise alliance performance individually, other steps 

only raise performance in combination with other steps. Specifically, we found that 

successful firms make more use of a structured approach focusing on steps related 

to listing and screening in the partner selection process. It ensures that all relevant 

aspects of a partner are considered before the alliance starts without focusing only 

on internal aspects. 

The results also point to a remarkable insight on the issue of the early stage of the 
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partner selection process versus the later stage. Although the individual steps that 

differ between successful and unsuccessful firms are not limited to the early or late 

stage, the factor analysis showed that by focusing on listing and screening in the 

early stage of the partner selection process, alliances may be more successful. Overall, 

the main contribution of Chapter 4 is to build new theory. In this respect, Chapter 

4 contributes to the literature by combining the literature on alliance capability in 

general and the partner selection process specifically, founding conditions and 

practice-based research.

The empirical study in Chapter 5 analyzes previous research and debates only 

emphasizing the role of formal and informal governance mechanisms in the formation 

phase of alliances. Chapter 5 investigates how formal and informal mechanisms can 

be applied within the pre-formation phase of alliances during the partner selection 

process. We find that control is a key source of confidence in partner cooperation. 

Our findings indicate that alliance managers tend to be more confident about partner 

cooperation when they feel they have an adequate level of control over their partners. 

By including formal governance mechanisms as selection criteria within the partner 

selection process,  control is started and can be seen as a regulatory and relational 

risk avoiding process by which the partner’s pursuit of mutually compatible interests is 

made more predictable, enhancing alliance performance. We find that in the partner 

selection phase formal selection criteria are more effective than informal ones. Most 

prior studies about alliance management focusing on the post-formation phase of 

alliances link the success of an alliance with soft and informal factors like trust but 

according to our study, this is less relevant within the pre –formation phase during the 

partner selection process. This finding could be explained that building trust requires 

time to develop and  therefore informal governance mechanisms are more effective for 

alliances that are past the pre-formation phase. Another explanation could be that in 

the pre-formation phase formal sense making is needed. Alliance partners cooperating 

are often confronted with ‘problems of understanding’ during the partner selection 

process. Such problems arise from differences between partners in terms of culture, 

experience, structure and industry, and from the uncertainty and ambiguity that 

partners experience in the pre-formation phase. The use of formal selection criteria 
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is a way to make sense of partners and the contexts in which these are embedded 

so as to diminish problems of understanding. As the alliance progresses to the post-

formation phase, informal governance mechanisms may become more important. 

This finding supports theoretical notions that optimal governance evolves across time 

and through partner interactions. Overall, the main contribution of Chapter 5 is to 

build new theory. In this respect, Chapter 5 contributes to the literature by combining 

the literature on formal and informal governance mechanisms , founding conditions 

and practice-based research.

Chapter 6 studies which legal aspects play a role and when they need to be addressed 

in the partner selection process. Our quantitative and qualitative analysis suggests 

that alliances are more likely to increase alliance success when the partners pay 

particular attention to aspects with legal dimension within their partner selection 

process. Our key argument is that, as inter partner conflicts are the main reasons 

for alliance failure, by taking a legal perspective and providing adequate governance 

structure as instruments early on during the partner selection process, may diminish 

those conflicts and increase alliance success. Our findings also suggest that the use of 

negotiation and standard governance is highly effective in helping firms to increase 

their alliance success. 

Lawyers are often regarded as a necessary evil and unhelpful in ensuring a successful 

start of this collaboration process.  Interesting because the main finding of our 

empirical examination indicate that lawyers should be involved at an early stage 

during negotiation processes between the partners. Lawyers may fulfill a variety of 

roles in the design of legal arrangements and their negotiation and interpretation. 

Partner confidence and trust will evolve and opportunism will be prevented. Further, 

we found that standardised processes for negotiation, governance and joint business 

planning may enhance alliance success because they facilitate interaction with 

partners and compare each other’s procedures, structure and culture. The chance 

of conflict may increase when there are fundamental differences.  Addressing and 

facilitating the issues that lead to conflicts may support alliance success.

The integration of legal issues in  the partner selection process has received scant 

attention in the literature and empirical studies. Based on qualitative research, we 
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developed a legal framework that increases alliance success. For each of the stages of 

relationship development in a structured partner selection process, we listed important 

legal factors. The framework has a pre-contractual and a contractual phase. The pre-

contractual phase is crucial because it influences the content and relation of the 

contractual phase. Although lawyers may facilitate these pre-contractual aspects, 

the real legal involvement starts afterwards in the contractual phases including 

negotiating and finalizing a contract. However, while researchers have paid much 

attention to the antecedents and outcomes of the governance of alliances, the role 

of legal aspects has largely been ignored. We expected to see an understanding of 

the need for a legal perspective at the first stage of alliance formation, not just when 

conflicts appeared. Our study contributes to an integrative perspective on alliance 

governance by examining the connection between legal involvement and the use of 

a structured partner selection process. 

Finally, Chapter 7 summarizes the main findings and (practical) implications of the 

studies described in previous chapters of this dissertation. Subsequently, a general 

conclusion regarding the central research objective and related questions is given. 

In this respect, by drawing on literature reviews and empirical studies, this chapter 

describes all aspects of a partner selection as an alliance capability effecting alliance 

success. As such, this description integrates the previous chapters, and serves to 

attain the central research objective in this dissertation. Finally, this chapter describes 

the main limitations of this dissertation and makes suggestions for future research. 
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