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Abstract

In today’s business environment, inter-firm alliances of simultaneous cooperation and
competition (IASCC) have become very important for enhancement of internal
resources as well as market shares of firms. Evidence suggests that majority of the
alliances today occur between competitors or within the same industry. Given the
increasing importance and complexity of IASCC, issues of stakeholder management
and governance structures in such alliances need to be more clearly understood. Using
primary data collected from Indian firms in different sectors, this paper explores the
antecedents of governance mechanisms in IASCC from a stakeholder perspective by
viewing alliance partners as stakeholders. It is argued that alliance capabilities are
important determinants of governance structures. Moreover, the role of these
capabilities is moderated by the strategic context of the IASCC in determining the

nature of governance structures.
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Alliance Capability, Governance Mechanisms and Stakeholder Management
in Complex Settings

An Exploration in the Context of Inter-firm Alliances of Simultaneous Cooperation and
Competition

1. INTRODUCTION

Stakeholder theory has focused on governance igsuasdifferent perspectives. One such
view is that when firms are relieved from shorimguressures through effective governance
mechanisms, they are able to pay attention to harebolding stakeholders better as these
stakeholders can contribute to the value of tha fir the long term (Kacperczyk, 2009). In a
shareholder driven notion of the firm, governancechanisms are disciplinary devices to
ensure that the top management of the firm remeansmitted to the goals of shareholder
value (Fama, 1980). But this is not true in all teowts. For example, in complex alliance
settings, management of non-shareholding staketsofday be critical for the success of the
alliance. In such circumstances, appropriate g@arera structures are desirable.

In today’s business environment, inter-firm altas of simultaneous cooperation and
competition (IASCC) have become very importantdahancement of internal resources as
well as market shares of firms (Osarenkhoe, 20EQ)dence suggests that majority of the
alliances today occur between competitors or withi@ same industry (Han et al, 2012;
Harbison and Pekar, 1998). Given the increasingoimapce and complexity of IASCC,
issues of stakeholder management and governangguses in such alliances need to be
more clearly understood. Using primary data colddtom Indian firms in different sectors,
this paper explores the antecedents of governaechanisms in IASCC from a stakeholder
perspective by viewing alliance partners as stakieis. More specifically, we posit that
alliance capabilities are an important determirn@ngovernance structures. An empirically
implementable construct of alliance capabilitiesdesseloped to explore this relationship.
Since governance structures are ways of managaigtstlders, we also explore when a
particular governance mechanism may become redurmtacounter-productive, and may,
therefore, not warrant investments from the alleapartners.

Rest of the paper is organized into 6 sectionsti@e 2 discusses the conceptual
framework of our analysis and develops the hypehésr this study. Methodological details
of the analysis undertaken in this study are deedrin the next section. In Section 4, we
present the results of our data analysis. In tmulpienate section, we interpret the results to

highlight their wider implications. In the conclugj section we highlight the insights of our
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study regarding the interaction between differdrdategic contexts and alliance capabilities

and their impact on the nature of appropriate guwece structures for alliance management.

2. CONCEPTUAL UNDERPINNINGS, FRAMEWORK OF ENQUIRY AND
HYPOTHESES

A wide variety of conceptual developments can imfaur exploration of the role of alliance

capability and governance mechanisms to managelstlders in the context of IASCC.

2.1  Categorizing IASCC situations

We draw on the work of Bengtsson and Kock’s (20000 define simultaneous cooperation
and competition as “dyadic and paradoxical relaimm emerging when two firms are
cooperating in some activities, while competinghwaach other in the remaining activities”.
This, combined with Bengtsson, Eriksson, and Witisg2010) idea of processual and two
continua approach, help us conceptualize cooperatial competition as phenomena that
occur along two distinct but interrelated continddnis conceptualization is useful for
understanding strategic behaviour as a multidinograiconstruct and IASCC as a complex
process in which partners are dynamically engagéd each other. Along the two continua
of cooperation and competition, depending uponritensity of cooperation and competition
that simultaneously occur between the allianceneast four types of extreme strategic
situations may exist (Luo, 2004): (Ow cooperation — low competitipKii) low cooperation

— high competition(iii) high cooperation — low competitipand (iv)high cooperation — high
competition In the context of the IASCCs for which we havdlestied data, the strategic
behaviour of alliance partners has been mappedtiv@se four situations. We shall argue

below that the issues relating to stakeholder mamagt may vary in these four situations.

2.2 Alliance partners as stakeholders

When alliance partners are viewed as stakeholtes,issues of governance revolve around
definition, refinement and alignment of the valuepwositions of the stakeholders (Bolton
and Nie, 2010). While in a firm, the focus of stiatleler governance is in ensuring the
alignment of the value proposition of the manageith that of the firm; in the case of
alliances, the focus of stakeholder governancenignisuring the alignment of the value
propositions of the partners with that of the altie (Bolton and Nie, 2010). Consequently,

governance issues based on stakeholder theoryiimpatant implications for competitor
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firms, which are increasingly facing the need ttadmrate with each other in order to adapt

to environmental dynamism.

2.3 Nature of governance mechanisms

Alliance studies have focused on two forms of gnaace mechanismscentract-basednd
relation-basedHoetker and Mellewigt, 2009). Contract-based goarce mechanisms draw
from transaction cost economics literature (Willson, 1991) and suggest that the contract-
based governance is useful in minimizing the tratsa costs involved in exchange
processes related to alliance functioning (Mayed Angyres, 2004). On the other hand,
relation-based governance mechanisms highlightdtee of trust, relationship commitment
and cooperation between alliance partners andehd for joint problem-solving and shared
decision-making (Dyer and Singh, 1998; Gulati amagl, 1998). Dyer and Singh (1998)
posit that alliances need to evolve governance amgsims that are best suited for them. For
instance, it has been argued that for alliancestingl to knowledge-based assets, relation-
based governance mechanisms are likely to be usehile for alliances concerned with
product-based assets, contractual governance nisgisamay be appropriate (Hoetker and
Mellewigt, 2009

2.4  Alliance capabilities as a determinant of goveance mechanisms

Since development of alliance governance mechanisraa important aspect of managing
stakeholders, it may be useful to study those detemts of governance mechanisms which
can be consciously evolved. Governance mechanisen®ften seen as a strategic choice
evolved by firms to manage alliance related adgsi{Aggarwal, Siggelko, and Singh, 2011).
The alliance capabilities developed through a waoéinvestments influence the governance
mechanisms that firms can develop for alliance mament (Aggarwal et al., 2011). For
example, as coordination costs are important ilmrale management, alliance capabilities
pertaining to coordination mechanisms can be anoitapt determinant of governance

structures (Gulati and Singh, 1998). Thereforeamtle capabilities can be seen as a higher-

% While product-based assets may also be knowledgesdive, the outcome is typically a tangible praduc
where contract-based governance is more effectimatracts can determine marketing rights or sgasf
manufacturing facilities. On the other hand, inkfexlge-based assets, the outcome may be more il g
terms of a process that is being developed or atdsdhat are being built, where contracts mayeable to
govern sharing of value jointly created by the pars$. In such cases, where outcomes are intangétéion-
based governance mechanisms are more suitable.
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order construct capturing a variety of capabilitteat get affected by several first-order
variables.

The literature has identified four dimensions dhaace capabilities that can
potentially influence governance mechanisms: (ipatdlities of alliance managers; (ii)
alliance management practices in the firm; (iiipa&hility to identify appropriate partners for
alliance; and (iv) previous alliance experiencdiafice manager capabilities are a part of the
dynamic capabilities of managers such as fast ressgpand building mental models to take
decisions (Zhang, 2007). Alliance management prastielate to coordination, and exchange
of resources and information among alliance pasti{@ui and O’Conor, 2012). Partner
identification capability refers to the identificat of partners on the basis of
complementarities in strategy, resources and tdoggo(Jain and Jain, 2004). Alliance
experience refers to the organisational learningacigies of firms to manage alliance

partners with diverse strategies (Duysters etGil2}.

2.4.1 Capabilities of alliance managers

In the context of an alliance, it is not only nesaggy to consider the strategic interests of the
alliance partners, but also to consider the matwmat of important stakeholders such as
alliance managers (Gillespie and Teegen, 1995).aligement of the motivations of alliance
managers with the strategic interests of the alkae an important aspect of the development
of alliance capabilities. If relationships needbi® bridged with strategic alliance partners,
then it is necessary that organizational legitimagjsts for such alliances (Shah, 2011).
Since alliance managers are important stakeholadrs can contribute to building
organizational legitimacy, capabilities of alliane@nagers could be an important indicator
of alliance capability. Similarly, alliance managapabilities to institutionalize processes for
internalizing the learning from alliance partners also an indicator of alliance capability
(Schildt, Keil, and Maula, 2012). The ability offiam to effectively address the concerns of
stakeholders depends on managerial cognition {Caiid Sloan, 2012). Since managerial
cognition is important for understanding environtaénssues (George, Chattopadhyay,
Sitkin, and Barden, 2006) and the relative impargarof stakeholders (Henrique and
Sadorsky, 1999), alliance manager capabilitieskelyl to be an important determinant of
governance mechanisms. The capabilities of alliane@agers are also important because
they need to strike a balance between the inteoédian’s stakeholders such as customers,
suppliers and employees, and that of alliance pestnTherefore, alliance manager
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capabilities may determine both contractual andtiei-based mechanisms governing the

relationship between alliance partners.

2.4.2 Alliance management practices

Insofar as alliance governance structures are ponakzed as organizational forms, they are
closely associated with alliance management pet{@lbers, 2010). Alliance capabilities

are often influenced by the management practiceptad by firms, and firms which develop

and codify alliance management practices are ablengage with alliance partners more
effectively (Lavie, 2004; Mellat-Parast and Digm&008). These practices impact the
alliance governance structures for monitoring andrdinating alliance related activities

(Jiang and Li, 2009), which ultimately influencestachievement of firm as well as alliance
related strategic goals (Hoffmann, 2005). Alliant@nagement practices that routinize
alliances related tasks and activities also imptbeegovernance of the alliance (Ingirige and
Sexton, 2006). Thus, alliance management pracaicesdicators of alliance capabilities that

influence the alliance governance structures.

2.4.3 Capabilities to identify appropriate partners

Alliance capabilities such as the identification appropriate partners influence the
perception of stakeholders (Lambe, Spekman, and,2002), and this helps in channelizing
investments to build governance mechanisms thatdediver value (Dyer and Singh, 1998).
Since alliances are often forged for combiningabmplementary resources of partners (Das
and Teng, 1998; Lavie, 2006), selection of appaipripartners is important. Initial
conditions regarding resources, motivations ete.important in determining whether stable
governance mechanisms through which alliance partiearn from each other will be put
into place, or whether inertia will develop leaditogfailed governance structures (Burgers,
Hill, and Kim, 1993). Thus, partner identificatiaa an important alliance capability in
determining effective governance mechanisms asogpipte selection of partner may reduce
the costs incurred on evolving learning processes @eveloping effective governance
mechanisms (Doz, 1996). Moreover, as alliance pdgnrelative strategic stakes and
capabilities will influence its bargaining powerhieh in turn would impact the governance
structures that would be needed for managing tleiaoaships (Mandal, Bandyopadhyay,
and Roy, 2011), identification of appropriate altia partners is an important alliance

capability that would help the alliance partneathieve common objectives.
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2.4.4 Role of alliance experience

When alliance management processes are uncertainaarbiguous, previous alliance
experience is useful in managing these processesetide greater value (Sampson, 2005).
The governance of IASCC can especially be infludrimgdrawing effectively from previous
alliance experience reflecting cooperative (Batnetesely, Johnson, and Liles, 1994) and
competitive elements (Anand and Khanna, 2000). @hass which draw from alliance
experience to invest in creating a governance tstres to coordinate alliance related
activities are often more successful at creatirega@gr value (Kale, Dyer, and Singh, 2002).
Alliance experience has been posited as a capaWitiich particularly improves the relation-
based governance between the alliance partnersr (@y& Singh, 1998). Thus, alliance
experience is a capability that influences the Wgraent of appropriate governance
mechanisms.

Broadly, when alliance partners are viewed asettaklers then differences in their
internal task routines become an important aredoofis, and appropriate governance
mechanisms are needed to address issues emerging tfiese differences (Lavie,
Haunschild, and Khanna, 2012). Alliance practiceedhto integrate these different task
routines in order to exploit the complementary weses that alliance partners bring to the
alliance. Alliance partners can develop capabidlitie order to overcome these differences
and build relation-based mechanisms to collabonate each other (Kale et al., 2002). A
firm’s responsiveness to its external environmeBitickson, 2007) is a determinant of
whether it is able to treat stakeholders such Banak partners with openness and trust.
Alliance capabilities such as alliance managemeattiges and the ability of the alliance
partners to leverage their alliance experience Irelgeveloping greater coordination and
trust. The coordination capabilities of the allianartners have an important influence on the
contracting structure and governance mechanismshwielp in resolving disputes between
them (Lumineau and Malhotra, 2011). The abilitffiohs to avoid asset specificity and their
capacity to redeploy assets is an important detemti of governance structures and the
potential to avoid contracting hazards (Williams@885). Alliance capabilities and firm’s
strategic orientations influence the developmentgofrernance structures. Governance
structures depend on the nature of alliance objesthich determine the relative emphasis
on safeguarding proprietary resources, minimisirandaction costs and building strong
relational mechanisms. Alliance capabilities enoégied by capabilities of alliance

managers, alliance management practices, parteetifidation skills and alliance experience
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facilitates firms to deal with all these issues andlve appropriate governance mechanisms.
Alliance capability involves the identification @n appropriate governance mix, i.e., the
identification of contractual and relational elerteeseparately.

Hypothesis 1l1la: Alliance capability influences thevelopment of contractual
governance mechanisms positively.

Hypothesis 1b: Alliance capability influences thevelopment of relational
governance mechanisms positively.

2.5  The moderating influence of strategic context

Four types of extreme strategic contexts or sibnatiwere identified for IASCC. The extant
strategic situation is likely to moderate the rielaship between alliance capability and
governance structures, and consequently infludme@tocess of stakeholder management in

such alliances.

2.5.1. High cooperation — high competition context

The strategic context dfigh cooperation — high competitiarflects a situation where high

degrees of cooperation and competition co-exisusThvhile on the one hand, because of
high competition, such relationships are charaoteriby high degrees of hostility and

symmetry (Bengtsson et al., 2010); on the othecabge of high cooperation, these
relationships simultaneously exhibit strong tiesl dngh level of trust, commitment and

cooperation between the alliance partners (Bengtssal., 2010). Hence, while the alliance
partners experience tensions in the activities ehibey compete, they do not experience
tension or fear opportunism in the activities whitvey cooperate. Since the strategic intent is
to manage 4igh cooperation — high competitiaelationship, the alliance partners need to
utilize their alliance capabilities to both develappropriate relation-based governance
structures and craft a suitable contract-basedrgamee mechanism. Alliance capability may
be used to develop relation-based governance stascas for realizing the advantages of
cooperative interaction, the alliance partners rteezhsily share information and knowledge.
This is achieved when there are strong ties (Graten 1973) and trust between the alliance
partners (Dyer and Singh, 1998). The existencetrohg ties implies alliance capabilities

such as frequent communication between the partaeds knowledge sharing routines.

Consequently, the existence of high degree of aaipe is strengthened with relation-based

governance mechanisms.
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Similarly, since this strategic situation entailghhcompetition between the alliance
partners, transaction costs are likely to be hghtlie interacting stakeholders. In order to
minimize transaction costs, alliance capabilitie® autilized to build contract-based
governance. Contract-based governance can elimimaey apprehensions of firms in
sharing their resources with alliance partners uchssituations, and thus contribute to
alliance success. Moreover, given high degree gperation in certain activities, information
needs for detailed contracts may be more easilyladl@, resulting in a situation where
developing and monitoring of contracts would besiiele. Besides, alliance capabilities
pertaining to accessing and maintaining informatadyout the competing partners and
mapping it with alliance objectives may have alseaslolved, facilitating strengthening of
contract-based governance structures.

Hypothesis 2a: The strategic context of high coapen and high competition will
moderate the relation between alliance capabilityd acontract-based governance
positively.

Hypothesis 2b: The strategic context of high coapen and high competition will
moderate the relation between alliance capabilityd aelation-based governance
positively.

2.5.2. High cooperation — low competition context

In the strategic context diigh cooperation — low competitipalliance partners exhibit a high
degree of cooperation and a low degree of competiin search of joint synergies created
by complementary resources and capabilities” (CBhgn, and Lam, 2008: 440). Firms enter
into such relationships when faced with high reseucomplementarity and low market
commonality (Luo, 2004). While high resource compdatarity increases resource
interdependence, thereby encouraging collaborabietween the alliance partners, low
market commonality eases competitive pressure rtiet otherwise occur if the alliance
partners compete in the same market space (Lud)208ese interactions are characterized
by high complementarity, tie strength, trust anchootment in cooperative activities but low
intensity and hostility in the competitive actieis. Therefore, the overall tensions between
the alliance partners are weak. Firms seek mutealefits by pooling complementary
resources, skills, and capabilities. Instead okisgeadvantages over stakeholders, alliance
partners try to co-produce and share value by ptiognoand maintaining mutual
interdependencies with their stakeholders (Bengtgfaal., 2010; Lado, Boyd, and Hanlon

1997). For such relationships to flourish, theaaltie partners need to ensure that there are

B |
W.P. No. 2013-05-10 Page No. 10



w Research and Publications

mechanisms, infrastructure, and set of practiced Hupports and facilitates seamless
exchange of knowledge and information among theresglEisenhardt and Santos, 2002). In
cooperation dominant relationships, alliance pastrechieve this by developing relation-
based governance mechanisms. These governancéusufoster trust commitment and
cooperation, which in turn help in synergistic esien, value sharing, and neutralization of
potential conflicts among alliance partners (Lu@Q4£®). Shared values and commitment to the
alliance ensure that alliance capabilities invajviesource commitments by alliance partners
are adequately met. Consequently, this leads tatgreevolution of relation-based
governance mechanisms.

In such relationships, since the cooperative gaitbminating and is not threatened by
the weak competition, the alliance partners dopaoteive each other as competitors, or with
the building of trust and commitment, they stopisg@ach other as competitors (Bengtsson
et al., 2010). Therefore, in such contexts, investi: in contract-based governance
mechanism may become counterproductive. Furthermioeeause of low competition,
opportunistic behavior by the alliance partners Midae minimal. Consequently, transaction
costs incurred for protecting proprietary assets r@sources are likely to be insignificant. In
fact, in such contexts, over reliance on contraseld governance structures may create
restrictions and additional barriers between atleapartners, and thus may not contribute to
greater value. Contract-based governance structoagsonly lead to increase in transactions
costs. Thus, in this context, firms do not useaatle capabilities to strengthen contract-based
governance mechanisms.

Hypothesis 3a: The strategic context of high coafen and low competition will
moderate the relation between alliance capabilityd acontract-based governance
negatively.

Hypothesis 3b: The strategic context of high coapen and low competition will
moderate the relation between alliance capabilityd aelation-based governance
positively.

2.5.3. Low cooperation — high competition context

The strategic context ofow cooperation — high competitioreflects a situation where

alliance partners exhibit very low interaction imoperative activities but very strong
interaction in competitive activities leading toostg tension in the relationship from both the

type of interactions (Bengtsson et al.,, 2010; L@604). In such relationships, firm’s

orientation is to achieve a position of superiorf@enance and to achieve competitive

B
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advantage over its partner (Lado et al., 1997) cappeting with the alliance partners for
market power, competitive position, and market sH&hin et al., 2008; Luo, 2004). Such
relationships usually occur in an oligopolisticusition, where several firms have significant
share of the market characterized by high compatifLuo, 2004). This relationship is
similar to competitive rivalry, which encompasseseao-sum orientation toward the firm’s
stakeholders (Bengtsson et al., 2010). Such stcatgtyations may encourage alliance
partners either to erect barriers around theirirdisve competencies or to behave
opportunistically towards others (Williamson, 1985)

Such relationships are more likely to be forgedween firms when product
similarity, resource similarity, and market commiatyeare high (Luo, 2004). However, these
are typically short-term alliances, where the pen¢nenter into a relationship to achieve
specific strategic goals within a short span ofetinhack of trust, commitment and
cooperation between the alliance partners makeifitcudt for them to explore the
complementarities and synergies that might exidilizdtion of alliance capabilities to
enhance relation-based governance is likely todeeficial as greater cooperation between
the partners can lead to more effective exchangesafurces (Dyer and Singh, 1998; Gulati,
1998). However, in this strategic context, invesitaen relation-based mechanisms may not
yield desired results for several reasdrsst, product and resource similarity, and market
commonality reduce the partner’s desire to coopefBernheim and Whinston, 1990; Luo,
2004). Second relation-based governance structures take timeddwelop and these
relationships are inherently short lived (Bengtssnal., 2010).Third, given a low
cooperation situation context, very intense excbasfgresources and information is unlikely
to occur. Thus, investments in relation-based gwsere mechanisms are redundant. Since,
building strong relation-based governance mechani@munlikely to add value, alliance
partners may pay relatively less attention to useggbilities to develop such mechanisms.

Furthermore, excessively strong competitive inteoa may also destroy the potential
benefits of such relationships as high degreeywingetry, intensity and hostility may turn
the intense rivalry among the alliance partners amtonfrontational competition (Bengtsson
et al., 2010). Besides, strong competitive inteoactcoupled with weak cooperative
interaction exacerbates the difficulty of estabhghtransparency and receptivity between the
alliance partners (Larsson, Bengtsson, Henrikssm, Sparks, 1999). Given that such
relationships are primarily dominated by compeditimteraction, to realize the potential
benefits, the alliance partners need to develagiral arrangements, which prevent turning

of high competition relationship into destructivedaconfrontational head-on competition.

B
W.P. No. 2013-05-10 Page No. 12



w Research and Publications

Moreover, the high competition context encouragéanae partners to defend, hold, and
strengthen their strategic positions against tbempetitors (Hitt, Ireland, and Hoskisson,
2007) by taking necessary steps to protect pr@gigesources and to prevent of leakage of
knowledge. Alliance partners may achieve this b¥izutg the alliance capabilities to
develop appropriate contract-based governancetstesc Since alliance partners recognize
the need to safeguard proprietary knowledge of ftira, they develop capabilities to
strengthen contract-based governance mechanisms.

Hypothesis 4a: The strategic context of low coopenaand high competition will
moderate the relation between alliance capabilityd acontract-based governance
positively.

Hypothesis 4b: The strategic context of low coopenaand high competition will
moderate the relation between alliance capabilityd aelation-based governance
negatively.

2.5.4. Low cooperation — low competition context

In the strategic context édw cooperation — low competitipthe alliance partners do
not interact significantly with each other in bdtie activities — the activities where they
cooperate and in activities where they compete ¢Bson et al.,, 2010; Chin et al., 2008;
Luo, 2004). The alliance partners act or react tpralty independent of each other in the
market spaces, and focus is largely on streamlirimgr investments and operations
themselves (Luo, 2004). Low competitive interactasises largely because of the dominant
market power and position of the firms that may bet challenged by the competitors.
Consequently, such competitive interactions domaetivate the alliance partners to improve
and look for new avenues of cooperation that caateropportunities for future competitive
advantage (Bengtsson et al., 2010). Therefore, suchpetitive interactions may lead
situations similar to collusive and monopolistihbeior (Bengtsson et al., 2010; Lado et al.,
1997; Luo, 2004). Furthermore, in this strateginteat, the cooperative interaction between
the alliance partners is similar to arm length atise in relationships (Uzzi, 1996). Such
cooperative interactions are more like market tnatisns characterized by low trust and
cooperation (Bengtsson et al., 2010). Becausecéftlaist and cooperation, alliance partners
do not explore the complementarities and synergeées] develop enough trust and
cooperation among themselves to be able to exchemigenation and knowledge. Since
there is no strategic need for synergy the alligranéners place relatively lesser emphasis on

the utilization of t of capabilities to developatbn-based governance mechanisms.
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Consequently, due to situation resembling collusgiekaviour and arm length like
relationship arising as a result of deliberate cado avoid each other in market spaces, this
strategic context cannot form a positive dynamatest(Bengtsson et al., 2010). In such
contexts, the alliance partners neither feel thexirte develop and explore complementarities
and synergies nor are they engaged in an intehksige/ledge exchange. Moreover, due to
low interdependence and interaction, the allianeetners are unlikely to realize the
advantages and benefits of IASCC as such a retdtips are largely inert (Bengtsson et al.,
2010). Such relationships emerge both due to titialioonditions of selecting inappropriate
partners (Burgers et al, 1993) as well as dueddatk of adequate learning processes in the
alliance partners (Doz, 1996). Since there exastsdompetition among the alliance partners,
it may be redundant to invest in contractual foohgovernance as there may be no serious
need to minimize transaction costs. Thus, invgstincontract-based governance structures
may be counter-productive. Similarly, since theelesf cooperation between partners is low
and the alliances are actually inert, it may bentewproductive to invest in relation-based
governance mechanisms. In such alliances, pariersnot interested in acquiring and
internalising each other's resources. Consequethily, do not feel the need to use, in any
serious way, alliance capabilities such as orieatatand skills of alliance managers to build
contract-based governance mechanisms.

Hypothesis 5a: The strategic context of low coopenaand low competition

moderates the relation between alliance capabditg contract-based negatively.

Hypothesis 5b: The strategic context of low coopenaand low competition
moderates the relation between alliance capabidihd relation-based governance
negatively.

The hypothesized model to be tested in the stsidhown in Figure 1.

FIGURE 1
The Hypothesized Model
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3. METHODS AND DATA

The context of this study is dyadic alliances whbeepartners simultaneously cooperate and
compete with each other. The alliance partnersrer@rimary stakeholders in such a context.
The alignment of the objectives of the partnerdliose of the alliance is a primary concern
emerging from stakeholder theory. The ability ofirmm to engage with the concerns of
multiple stakeholders reflects higher alliance taliges in engaging with alliance partners.
This is, therefore, a good context to study the enatihg effect of different strategic contexts
on the relationship between alliance capabilitiesd agovernance mechanisms. We
deliberately chose dyadic alliances as the undr@lysis as it helps in grasping the tension
and complexity that exists between the IASCC in eneffective ways (Bengtsson et al.,
2010; Bengtsson & Kock, 2000)

3.1 Sample and data collection

Sampling frame for this study was private and publims in five high-technology research-
intensive sectors of Indian industry: (i) inforntati technology; (ii) pharmaceuticals; (iii)
telecommunication; (iv) power and energy; and {egk We chose these sectors for the study
because firms in these sectors experience dyramii@xtensive IASCC (Garrette, Castarier,
and Dussauge, 2009; Gnyawali, He, and Madhavan6,2R6tchen, Snow, and Hoover,
2004; Luo, 2007; Spiegel, 2005). We collected dlataugh a cross-sectional survey of India
based alliances. India based alliances were chfmsetwo reasonsFirst, there might be
differences in the characteristics of internaticenadl domestic alliances (e.g., Harrigan, 1988;
Kogut and Singh, 1988; Parkhe, 1993; Saxton, 1998¢ondas finding contact information
of foreign firms is difficult, it acted as a banmrito their participation in the study (Saxton,
1997).

Prowess Release 3.database from the Centre for Monitoring Indian ooy
(CMIE) was used to identify the firms of the fivargeted sectors. This database is being
increasingly employed by strategy scholars (e.padar & Vissa, 2005; Khanna & Palepu,
2000; Khanna & Rivkin, 2001) for conducting reséana strategic management in Indian
context. In addition, data was also collected framhisted private firms.

To ensure non-response bias, ideally the univefrsiee study should be enumerated,
which in this case was the population of all all@mmanagers associated with alliances
considered in the study, and then draw a randonpleafrom this population (Lambe et al.,

2002). However, it is a virtually impossible touemerate such a universe of alliance
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managers because no such comprehensive databadaioces exists, let alone of alliance
managers (Lambe et al., 2002). Thus, we adoptedbkaet al.’s (2002) procedure for
collection of data where we first identified a sdnpf managers, including CEOs, who, we
expected to cooperate, and then pre-screened tbermallfance responsibilities such as
experience in initiating, negotiating, managing disengaging from alliances. A random
sample of these business executives was used esdasample. These business executives
were further asked to provide names of 3-5 colleaguho also have alliance responsibilities
and experience. Thus, a snow-ball type of sampkehnique was used for identifying the
informants. We adopted ‘key informant’ approaclctdiect the data as the key informants
are expected to have knowledge about alliance leaphbilities and alliance governance
structures (Campbell, 1955; Philips, 1981).

We collected the data in three phases: (i) fietdrviews during the exploratory stage
and pre-test; (ii) pilot study; and (iii) final feb survey administration. Before the pre-test,
interviews were conducted in November, 2011 with adliance managers and two academic
researchers who were involved in alliance studiéss helped in improving the instrument.
Subsequently, 20 alliance managers were contactethé pre-test; 8 responded and 5 of
them also shared the names of their alliance part@eof whom agreed to participate in the
pre-test. The pre-test was, thus, administeredtalllance managers. After completing the
pre-test, detailed interviews were conducted whmt. Based on their inputs, guidelines for
the informants and format of the survey were firedi. The pre-test also helped in identifying
the protocol through which the informants couldcbatacted for data collection..

For the pilot study, data was collected from Delsem2011 to February, 2012 using
two methods - web-enabled survey and through e-Adibtal of 488 surveys were released.
Finally, 172 responses from 64 firms were recew@t 156 responses found usable yielding
a response rate of approximately 32%. Out of theud@sable surveys, 4 were discarded
because they were not filled-up by the key inforteai were discarded because the age of
alliance was less than 2 years, 2 were discardedue the alliance had multiple partners
and 4 were discarded because there were too masyngivalues.

Since governance mechanisms in an alliance isuanfled by each partner’s
behaviour in the relationship, researchers recondngefiection of data from both partners as
it helps in capturing the complete picture of atia governance mechanisms (Anderson,
Zerrillo, and Wang, 2006). Therefore, we attemptedcollect data from both alliance
partners during the pilot study stage. However, @uthe 64 firms (total 156 responses)

which participated in the pilot study only 21 firmmevealed the name of their alliance
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partners. When these 21 firms were contacted, 8nty them agreed to participate in the
study. Therefore, owing to the difficulties in aadting data from both the alliance partners,
we adoptedproxy-report’ approach (Menon, Bickart, Sudman, and Blair, 1995, where
informant answers questions on behalf of the dyatliance, and collected data from only
one partner in the final field study. The dataectéd during the pilot study was subjected to
various purification tests in accordance with Heiiral. (1998). Thereafter, dimensionality
and reliability was assessed using EFA and Croribatpha test, respectively.

Then we collected data for the final field stualy March-May, 2012. The survey
instrument briefly introduced prospective informgarb the objectives of the study, and
categorically advised them to keep a particularddyeaelationship in mind while completing
the instrument. Since the unit of analysis wasadyalliance and not a firm, and a firm may
have entered into multiple alliances with the sgradgner or with different partners, a firm
was competent to complete surveys for more thanadliice. Therefore, multiple surveys
were released to a firm. However, the survey reguihe queried firm to identify 2 persons
for each alliance having relevant experience ofalhance, and each person should complete
it independently. Final survey was sent to 1601caettees of 298 firms of five sectors.
Among 1601 executives, 858 executives intimated tthey would not like to participate in
the study as they did not have adequate allianavienge. Out of the remaining 521
completed surveys, 74 were not usable leaving 44bla surveys, yielding a response rate of
27.92%.

A total 155 firms participated in the final fieldtudy, which included 42
pharmaceutical firms, 33 information technologymfs, 29 telecommunication firms, 27
power & energy firms and 24 steel firms. There weasvide variability in the net sales
turnover of the participating firm with minimum @2million USD to maximum 66800
million USD, mean 5268.12 million USD with SD 12819

3.2 Measures

The study uses multi-item scales for dependentexipthnatory variables, with each
item measured using a 7-point Likert type scale.

% The scale items used in the study are providekppendix I. .
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3.2.1 Dependent variables

Contractual-based governanceContractual-based governance is a higher-order
construct, and is indicated by two-lower order ¢aurgds: (i) nature of contract; and (ii)
formal protection mechanism. Nature of contract sneas the degree of complexity of
contracts and we adapt the scale developed by ldage@nd Hesen (2009) to measure it.
Formal protection mechanisms are those arrangeménit$h are based on property rights
and contractual agreements and we adapt 6 itemsthre scale developed by Miller (2010)
to measure it.

Relation-based governancéle measure relation-based governance by using
reflective scales developed by Morgan and Hunt 4).9%ith Relationship Commitment
having 5 items, Trust having 6 items, and Parthnemf@unication having 4 items. We

measure cooperation by using Cannon and Perre&l®39) 5 item reflective scales.

3.2.2. Explanatory variables

Alliance capability is a higher-order construct indicated by four loweder
constructs: (i) partner identification propensityIR); (ii) alliance experience (AE); (iii)
alliance management practices (AMP); and (iv) atl&a manager capability (AMC). We
measure PIP, AE and AMC by using Lambe et al.’902}0scale. We measure AMP by
adapting Lavie’s (2004) scale.

3.2.3. Moderating variables

The respondents were asked to categorize behawabuhe alliance partners in
following categories: (i) only cooperation (i) loaooperation — low competition; (iii) high
cooperation — high competition; (iv) low cooperatie high competition; and (v) high
cooperation — high competition. Since the case®rdy cooperative behaviour are not
relevant in the context of IASCC, such cases hasenbdeleted from the analysis. The
remaining four behaviour types are operational@gdhe context of IASCC using a dummy
variable for each behavioural context coded as Whien the alliance reflected that

behavioural situation and ‘0O’ otherwise.
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3.2.4. Control variables

We controlled for the effect of firm size, indussgctor and firm age to isolate the
effect of firms ‘alliance capabilities. Firm size measured as natural log of annual sales
turnover, Prior research suggests that firm siag mfluence bargaining capacity of alliance
partners, thus affecting alliance governance gsirest Larger firms can access low-cost
capital, benefit from economies of scale (GulaB93). Isolating the effect of firm size
particularly critical as they may typically haveora alliance experience, engage in larger
number of alliances (Hagedoorn and Schakenraad})19@d assign greater financial and
human resources for alliance management (Gula®51%ale et al., 2002). We also
controlled the impact of firm's age, measured irarge in order to isolate the impact of
alliance capabilities as prior research has shadwat &ge can positively impact alliance
experience, a dimension of firm’s alliance managanoapabilities (Rothaermel & Deeds,
2006). Finally, we also controlled for industryesffs because governance structures may be

influenced by industry structures (Das and Ten§220

4, DATA ANALYSIS AND RESULTS
4.1 Preliminary analysis

The univariate approach of Haknderson, Tatham, and Bla¢k998) was adopted
to detect outliers. Little’s (1988) MCAR test shalvthat data was found to be missing
completely at random.diowing Newman (2003), completed questionnairehwore than
10% missing values were excluded, and the remaimisging values were imputed using
series mean. Following Armstrong and Overton’s Qd%pproach, non-response bias among
the informants was examined by comparing early Watle informants assuming that late
informants are more similar to non-informants dntla variables in the model. The results
indicated that there was no evidence of any obvimursresponse bias.

To assess the degree to which common method higd present a problem, we used
two statistical methods to check common methodamnae (CMV).First, we conducted
Harmon one-factor test (Podsakoff & Organ, 198&)e Tesults of the un-rotated factor
solution showed that the extracted factor explaioely 27.23% (< 50%) of the variance.
Since no single dominant factor emerged, we assuthad CMV did not affect the
significance of the relationships (Scott & Bruc894). Second we conducted the common
latent factor method (Williams & Anderson, 1994)mare robust test, by adding a latent
factor to the confirmatory factor analysis (CFA)deg connecting it to all observed items in
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the model, and then constraining the regressioght®iof the paths from this common latent
factor to all the observed variables as equal. Uistandardized regression coefficients from
the common latent factor were 0.14. The square hefsé unstandardized regression
coefficients from the common factor is approximgat&l6%, which is the common shared

variance, suggesting that there was no problen¥ @ the data.

4.2 Scale validity and reliability

We first conducted analyses separately for eashdnder construct of our study. The
exploratory factor analysis (EFA) results indicatetiequate reliability and uni-
dimensionality of the scales. Then, confirmatorgtda analysis (CFA) was carried out to
evaluate the measurement models of the constrddts. fit indices for each of the
measurement models were within the acceptablediamt are presented in Table 1.

Cronbach’sa, composite reliabilities (CR), and average varenextracted (AVE)
are indicative of a reliable and valid measurenwdrthe individual factors. Table 2 shows
that reliabilities of all the first order constracare above the 0.70 level set by Nunnally
(1978). Therefore, the scales demonstrate interekdbility. Similarly, the composite
reliability of all the first order constructs is @k 0.60 level (Bagozzi, Yi, and Phillips,
1991). Following Fornell and Larcker (1981), weess®d the discriminant validity of the
measures of the constructs. We found that the geerariance extracted by the measure of
each construct is larger than the squared comelaif that construct with other constructs.
AVE was above 0.5 (Fornell and Larcker, 1981) fibittee constructs. Thus, the high AVE
coupled with the strengths and significances of plagameter estimates of each of the
reflective scales provide evidence of convergeriidig (Cannon & Perreault, 1999).The
results further show that AVE > ASV (average shareance) and AVE > MSV (maximum
shared variance) for each construct. Thus, abosts terovide evidence of discriminant

validity.
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TABLE 1
Model Fit Indices of the First-Order Constructs
Construct Dimensions df/** Pvalue GFl NFI TLI CFlI RMSEA SRMR
Partner identification propensity 2.873 0.022 0.9890.99 0.983  0.993 0.066 0.017
Alliance capability All?ance experience N 4578 0.001 0.984 0.986 0.972.989D 0.091 0.023
Alliance manager capability 4416  0.036 0.995 0.990.987 0.998 0.089 0.007
Alliance management practices 0.895 0.443 0.998 980.91.001 0.994 0.061 0.007
Contractual-based Nature of contract 3.375 0.034 0992 0991 098 9.9 0.074 0.016
governance Formal protection mechanism 1.959 0.047 0.988 0.980.99 0.995 0.044 0.018
Relationship commitment 2.793 0.039 0.993 0.996 9.9 0.998 0.064 0.008
Relation-based Trust 1.414 0.185 0991 0.996 0.998 0.999 0.031 08.0
governance Partner Communication 3.909 0.048 0.996 0.997 0.980.998 0.082 0.005
Cooperation 2.228 0.063 0.992 0994 0.992 0.997 530.0 0.016
TABLE 2
Reliability and Validity of the First Order Constru cts
CrOb;Chs CR AVE MSV ASV 1 2 3 4 5 6 7 8 9 10
1 PIP 0.871 0.883 0.657 0.435 0.151 0.811
2 AE 0.767 0.804 0.585 0.275 0.064 0.524 0.765
3 AMC 0.945 0.940 0.797 0.373 0.195 0.404 0.366 0.893
4 AMP 0.945 0.919 0.696 0.521 0.216 0.517 0.296 0.601110.8
5 CBG 0.859 0.846 0.583 0.479 0.219 0.311 0.037 0.447870.40.763
6 FPM 0.863 0.894 0.589 0.269 0.146 0.451 0.217 0.437420.40.507 0.768
7 RC 0.912 0.949 0.790 0.714 0.276 0.448 0.239 0.520820.50.581 0.311 0.889
8 T 0.906 0.948 0.754 0.702 0.240 0.409 0.228 0.441310.30.495 0.269 0.521 0.866
9 CM 0.802 0.938 0.792 0.711 0.266 0.481 0.224 0.526480.3.502 0.314 0.740 0.656 0.890
10 COOP 0.863 0.902 0.656 0.650 0.253 0.485 0.250 0.500260.60.551 0.355 0.438 0.409 0.388 0.810
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We subsequently tested the proposed structureeddltiance capability construct and
contract-based governance by means of second-ooidirmatory factor analysis (Byrne,
2001). As mentioned, alliance capability is theosezorder construct of four lower order
constructs: (i) partner identification propensityIR); (ii) alliance experience (AE); (iii)
alliance management practices (AMP); and (iv) atl&a manager capability (AMC).
Similarly, contract-based governance is the seayddr construct of two lower order
constructs: (i) nature of contract (NC); and (oyrhal protection mechanism (FPM). We
examined the loadings of the second-order construalliance capability and contract-based
governance - on their respective lower order dinwerss These loadings are presented in
Table 3.

TABLE 3
Factor Loadings of the Second-Order Constructs orts Lower Order Dimensions
First-order construct Second-order construct Path coefficient
Partner Identification Propensity (PIP) < 0.957
Alliance Experience (AE) <« Alliance capability (AC) 0.793
Alliance Manager Capability (AMC) <« 0.674
Alliance Management Practices (AMP¥X 0.837
Nature of contract (NC) < Contract-based governance (CBG) 0.868
Formal Protection Mechanism (FMP) < 0.892

The global fit criteria indicate a good overall nebdit for the measurement model of
the second-order construct alliance capabijitidf =1.852, GFI = 0.958, NFI = 0.971, TLI =
0.981, CFI = 0.986, RMSEA = 0.044, SRMR = 0.033ni&irly, global fit criteria indicate a
good overall model fit for the measurement modehefsecond-order construct contractual-
based governanceg?/df = 3.386, GFI = 0.918, NFI = 0.907, TLI = 0.906FI = 0.926,
RMSEA = 0.048, SRMR = 0.073. The target coefficiamiex (T) clearly exceeds the
required minimum value of 90% and demonstratesdHatge portion of the variance within
the first-order factors can be explained througl #fecond-order construct (Marsh and
Hocevar, 1985).

In summary, the results underline the reliabilitdavalidity of the measurement of
alliance capability and contractual-based govereamas a four-dimensional and two-

dimensional construct, respectively.
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4.3 Hypothesis testing

Table 4 shows the descriptive statistics includingans, standard deviations and
inter-correlations among the study variables. Weeole that all the four variables indicating
alliance capabilities are significantly correlatedh the variables indicating relation-based
governance and contract-based governance. Alsogcdhiact-based governance variables
and relation-based governance variables are pelsitcorrelated with each other indicating
that both these governance mechanism reinforce etier. Thus, both these governance
mechanisms are not substitutes of each other mplement each other. This is in line with
earlier studies (Lee and Cavusgil, 2006; Poppo Zexger, 2002). At the same time, it
provides the insight that strategic choices visgsagovernance structures in different strategic

situations are not independent choices.

We then used structural equation modelling (SEM}est our hypotheses since it
enabled us to test all the proposed hypothesdw atame time by simultaneously estimating
multiple, dependent relationships between the k&g of this study. We chose the SEM
approach as it allows estimating the measuremeshisaanctural sub-models simultaneously
(Bollen, 1989). The measurement model uses coafory factor analysis to assess the
validity and reliability of the scales used to m@asthe constructs, whereas the structural
model estimates the strength and direction of imelahips between them (Anderson and
Gerbing, 1988; Hair et al., 1998). In addition, SBNMdbws measurement of latent variables of
higher order by considering lower order latent afles (Hu & Bentler, 1995). The overall
model fit was assessed using the criteria of chasg/degrees of freedom, Goodness of Fit
Index (GFI), Normed Fit Index (NFI), Tucker Lewiadex (TLI), Comparative Fit Index
(CFIl), Root Mean Square Error of Approximation IRARMSEA) and Standardized Root
Mean Square Residual (SRMR) (Hu & Bentler, 199bar Chi-square statistics, a value of
less than 5 is considered as acceptable, and forNGH, TLI and CFI, a minimum value of
0.90 is regarded as acceptable. Similarly, for RM%3Bd SRMR, values up to 0.1 and 0.08,
respectively, are considered as acceptable.

B |
W.P. No. 2013-05-10 Page No. 23



IIMA e INDIA

Research and Publications

TABLE 4
Means, Standard Deviations, Correlations
Mean®? SD 1 2 3 4 5 6 7 8 9 10
1 PIP 5.63 1.03 1
2 AE 4.97 1.2 317 1
3 AMC 4.86 117 .37 29" 1
4 AMP 5.42 0.94 48" 25" 56" 1
5 CBG 5.53 079 .25 0.08 43 45" 1
6 FPM 5.37 093 .40° 20" 47" 44" 50" 1
7 RC 5.61 1.02 .41 19" 49" 55" 52" 33" 1
8 T 5.52 1.02  .40° 19° 47" 52" 82" 29" 82" 1
9 CM 5.62 1.02 .43 17" 50" 517 81" 78" 81" 78" 1
10 COOP 5.43 091 417 19" 46" 55" 84" 85" 84" 85" 84" 1

**Correlation is significant at the 0.01 level (2ited); Means and standard deviations are calcuatsing the average of each person's responsesafdr construct
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To test the hypotheses, we merged the measuremaiels of alliance capability,
contract-based governance and relation-based gavesn and the control variables into a
structural model. Then we examined the fit measwsed path coefficients of the
hypothesized structural equation model shown iruféigl. First the fit measures of the
hypothesized model were examined. Our analysis shbat our hypothesized model fits the
data very satisfactorily{/df = 1.458; GFI = 0.9, NFI = 0.941, TLI = 0.975MSEA = 0.032,
and SRMR = 0.049). Thus, these fit measures exhibigh level of overall model fit (Hair et
al., 2012).

The results of the hypotheses testing are presentdable 5. As far as structural
parameters are concerned, we observed the followinglliance capability is significantly
related (p<0.001) to contract-based governance thadstandardized path coefficient is
(0.771). The positive significant relation betwealliance capability and contract-based
governance provide support for H1(a); and (ii) &lice capability is significantly related
(p<0.01) to relation-based governance and the atdimbd path coefficient is (0.241).The
positive significant relation between these twoialales provide support for H1(b). The
relation-based governance mechanisms involve taeitponents, are more difficult, take
more time to develop and require a wider rangeapibilities. This may partly explain the
smaller size of the impact of alliance capabilitiesrelation based governance as compared
to its impact on contract based governance.

To test the moderating effect of different strategpntexts (HH, HL, LH, and LL) on
the relationship between alliance capability andegoance mechanisms, relevant latent
variables with interaction between alliance capibihdicators and the strategic context
were introduced in the model. The results of tiiglgsis showed the following:

0] The latent variable HH x Alliance capability is gosely and significantly related
(p<0.05) to contract-based governance and the atdizéd path coefficient is
(0.236). The latent variable HH x Alliance capailis positively and significantly
related (p<0.05) to relation-based governance aad the standardized path
coefficient is (0.143). This supports the hypotlse@dd¢2a and H2b) that HH positively
moderates the relationship between both alliancgalwity and contract-based
governance and between alliance capability andioelased governance;

(i) The latent variable HL x Alliance capability is sificantly related (p<0.05) to
contract-based governance and the standardized copatificient is (-0.174). The
negative significant relationship supports the hipsis H3a that HL negatively

moderates the relationship between alliance capabild contract-based governance.
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(iii)

(iv)

Also, the latent variable HL x Alliance capabilitg positively and significantly

related (p<0.05) to relation-based governance haedtandardized path coefficient is
(0.152). This supports the hypothesis H3b that Hbsigpvely moderates the

relationship between alliance capability and relatbased governance;

The latent variable LH x Alliance capability is sificantly related (p<0.05) to

contract-based governance and the standardized quafiicient is (0.136). The

positive significant relationship supports the hymsis H4a that LH positively

moderates the relationship between alliance capahiid contract-based governance.
Also, the latent variable LH x Alliance capability significantly related (p<0.05) to

relation-based governance and the standardized quafiicient is (-0.176). The

negative significant relationship supports the hlpsis H4b that LH negatively

moderates the relationship between alliance capahiid relation-based governance.
The latent variable LL x Alliance capability is mifjcantly related (p<0.01) to

contract-based governance and the standardizeccpefficient is (-0.21). Also, the

latent variable LL x Alliance capability is sigreantly related (p<0.001) to relation-
based governance and the standardized path ceeffisi (-0.607). This supports the
hypotheses (H5a and H5b) that LL negatively modsrdhe relationship between
both alliance capability and contract-based govereaand between alliance

capability and relation-based governance.

The results presented in Table 6 take into accotithe effect of control variables

firm size, firm age, and industry effect. The sfieaffects of control variables are reported

separately in Table 6. Firm size is significantglated with contract-based governance,

while firm age is significantly related with allrée variables. However, the magnitude of the

relationships in both the cases is negligible. ristry has very little impact on the three

variables.
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TABLE 5
Path Coefficients of the Structural Model
Explanatory variable(s) Dependent variable Standardized path coefficient
Hl(a) + Alliance capability - Contract-based governance 0.771%*
Hl(b) + Alliance capability - Relation-based governance 0.241*
H2(a) + HH x Alliance capability = Contract-based governance 0.236*
H2(b) + HH x Alliance capability = Relation-based governance 0.143*
H3(a) - HL x Alliance capability = Contract-based governance -0.174*
H3(b) + HL x Alliance capability = Relation-based governance 0.152*
H4(a) + LH x Alliance capability = Contract-based governance 0.136*
H4(b) - LH x Alliance capability = Relation-based governance -0.176*
H5(a) - LL x Alliance capability = Contract-based governance -0.216**
H5(b) - LL x Alliance capability = Relation-based governance -0.607***

*p<0.05, **p<0.01, **p<0.001
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TABLE 6
Effect of Control Variables

Alliance Contract-based Relation-based

capability governance governance
Firm size -0.02 0.06* 0.01
Firm age 0.09** 0.07** 0.06*
Telecommunication 0.01 0.02 0.07 *
Information Technology 0.05* 0.03 0.01
Power and Energy -0.04 -0.08* -0.02
Steel -0.03 -0.01 0.07 *
*p <0.10

5. DISCUSSION

The results indicate that the strategic contexhigh cooperation-high competition
positively moderates the relationship between radka capability and contract based
governance. Typically, firms which are engaged ampetition with each other realize the
need to cooperate with each other, and this subséguleads to coopetition (Peng and
Bourne, 2009). This is characteristic of high caagien and high competition alliances as
they enter into alliances after recognizing thedbiés of cooperating with each other. Since
the cooperation is in the context of high compatitialliance capabilities are more strongly
oriented towards developing contract-based mechnisf governing the alliance. The
perceived sense of competition affects the exchamgeng alliance partners (Lee, Feiock
and Lee, 2012). Thus, in the context of an incréasmse of competition, alliance partners
feel the need to use alliance capabilities to gtieen contract-based norms.

The results also indicate that the strategic exdnof high cooperation — high
competitionalso moderates the relationship between alliaapalulities and relation-based
governance positively. When firms which are straognpetitors also decide to cooperate
with each other, then a pooling of resources tgltase. This can lead to outcomes where
certain investments, like in R&D which were earliesky now become safe (Besanko and
Wu, 2013), which in turn facilitate commitment obre resources and building innovation
capabilities (Gnyawali and Park, 2009). In additibigh degree of cooperation among the
alliance partners not only facilitates greater n@ay, technological progress and market
expansion but also helps in reducing the cost&sriand uncertainties associated with

innovation or new product development (Luo, 20@9nsequently, irhigh cooperation —
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high competitioncontexts, a lot of attention is paid towards thdization of alliance
capabilities to strengthen relation-based goveraamechanisms.

Depending on the nature of the competition, fircen decide the nature of
cooperative relationships they can enter into (@stnd Roelofs, 2013). If the competition
between firms is low, then there is an incentiverter into high cooperation relationships, if
the cooperation is expected to yield significamedes in areas like innovation, new product
development, etc. Since the competition betweesetliems is low, elaborate contract based
governance mechanisms are not required. Resultthisf study indicate that théow
competition — high cooperatiostrategic context negatively moderates the relatip
between alliance capabilities and contract-basegm@ance. This means that firms in such
relationships do not focus on using alliance cdeds for better contract-based governance.

Cooperation with competitors has been known ad ® two kinds of benefits (Peng,
Pike, Yang, and Roos, 2012): (i) higher performati@a what would have been otherwise
possible; and achievement of higher performanceuicker time. Our study indicates that
perhaps to achieve these objectives, in the comtekigh cooperation — low competition,
firms forge close relations with each other to ioya their performance. They focus on using
capabilities to strengthen relation-based govermanechanisms to a greater extent in order
to exploit the learning potential of co-operatidn.managerial decision making processes
involving cooperation and competition, fair playdatrust play an important role (Berg,
2010). Relation-based governance attributes agieh incorporating these elements in the
functioning of an alliance. In high cooperation — low competitiazontext, achieving high
sense of trust is relatively easy as competitisedaivalry is relatively weak.

In the context of knowledge and information shgyi cooperation has several
advantages such as acquisition of technologicahlmapes, shortening development time
and spreading risk and cost (Deck and Erkal, 20BRjt in low cooperation — high
competitioncontexts, it is difficult to realize these bengfiln such alliances, the investments
that firms may make for knowledge sharing purposs mot yield optimal returns. In our
study, we find that this apprehension leads tamadle partners focusing on developing higher
level of contract-based governance mechanisms @h swntexts. Firms do this so that
alliance partners can be made accountable to keepouthe commitments they have
contractually agreed to. It has been argued th#tarcontext of changes in the environment,
competitors who cooperate in areas such as insysatpply chain systems are likely to be

more effective than firms acting alone (Wu and $grk013). Competing firms in our study
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also adopted this logic, and focused on usingraléacapabilities to build contracts so that
common objectives of competing partners could be me

The results indicate that the strategic contexiowf cooperation — low competition
negatively moderates the relationship between raiéia capability and relation-based
governance. In the context of low competition, teployment of alliance capabilities for
building contract-based governance is not importanthere are few conflicts between the
alliance partners. Since the context is that of lmyoperation, the incentive for alliance
partners to build a higher degree of relation-bagmernance does not exist. It has been seen
that in markets with closely matched competitod|aboration is not likely (Mantena and
Saha, 2012). Therefore, alliance partners do matsf@n utilizing alliance capabilities which
can lead to enhancement of relation-based goveenamechanisms. But when the sense of
competition is also low, then the commitment of pagtners to the alliance tends to be low.
The internal resources of firms are more importwterminants of how firms absorb external
resources and this influences the flexibility offian (Lin, Yang, and Demirkan, 2007).
However, when firms sense a mismatch between etamd internal resources, then the
strategic context may be onelofv cooperation — low competiticend they may simply be
exploring whether some gains can be obtained from dlliance. Deliberate learning
mechanisms are needed to translate alliance erperimto alliance capability which can
then be usefully deployed (Zollo and Winter, 2008)the context ofow cooperation — low
competition firms may not feel the need to put in place ¢hk=arning mechanisms and
therefore their capabilities influence relationdxsgovernance mechanisms to a lesser
extent. Also, the sense of low competition may riplat firms do not feel the necessity to
engage in learning races with each other. Thuthignstrategic context, alliance partners also
do not feel the need to utilize capabilities toesgthen contract-based governance
mechanisms.

On the basis of our empirical results and the cptuzé discussion the circumstances
and the impact of the strategic contexts on thaticeiship between the alliance capabilities

and governance structures are summarized in Table 7
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Impact of Strategic Context on the Alliance Capabity and Governance Structure

Impact of Alliance
Capability on Governance

Strategic Reasons for such a Needs of the governance Structure
Context situation to arise structure Relation- Contract-
based based
governance governance
: . Enhance benefits of
High technological ,
: . cooperation through
High uncertainty and :
. . relation-based governance
cooperation- convergence, high . Moderates Moderates
. . and reduce apprehensions . .
high market commonality, and . positively positively
" . and transaction costs
competition  high resource
. through contract-based
complementarity
governance.
Enhance benefits of
High High resource cooperation through
cooperation- complementarity/ relation-based governance. Moderates Moderates
low asymmetry and low Over reliance on contract-  positively negatively
competition market commonality based mechanisms may be
counterproductive
Relation-based governance
mechanisms may be
desirable to enhance
Low similarity, low resource feiﬁ'::ig;ﬁi;ﬁsgz:germ Moderates  Moderates
cooperation- interdependence and hlgH? : _ negatively positively
high market commonality limited cooperation. Focus
competition ~ (Oligopolistic on contract-based structures
competition) to reduce apprehensions,
spillovers and hold-up
possibilities
Investments on relation-
Low resource
complementarity and low based governance and
Low . marlfet commorzlalit contract-based governance Moderates  Moderates
cooperation- - y are counterproductive due  negatively  negatively
low (Monopolistic . Qo
. to low learning possibilities
competition ~ competition)
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6. CONCLUSION

IASCC are useful from the perspective of actingesvorks where different actors in
the value chain can come together. Given the comiéxsimultaneous cooperation and
competition, the governance of IASCC assumes impod. The strategic context of the
IASCC influences how alliance capability influendbe governance mechanisms. A study of
this influence provides us insights about the netaimportance of governance mechanisms
for different strategic contexts. It provides usights about how alliance capabilities affect
the functioning of the alliance and thereby enalli@nce managers to focus on developing
these capabilities effectively. It is not only ttevelopment of capabilities that needs to be
understood but also their effective deployment.

Appropriate governance mechanisms help in integgdhe resources of the alliance
partners and improving the quality of interactiogtvieen them. Both contract-based and
relation-based governance mechanisms are impoftantthe effective functioning of
alliances. However, in different strategic contextee relative importance of these
governance mechanisms may vary and, therefore'sfattiance capabilities are used to build
an appropriate mix of governance mechanisms fderdiit contexts. In this study, we
attempted to discern how firms deploy their captd in different strategic contexts to build
necessary governance mechanisms.

The resources and potential that alliance partbheng is not an adequate guarantee
of their success. The governance mechanism istomhathrough which the resource and
knowledge commitments of different partners arergot@ed. The governance mechanism
also draws boundaries which ensure the protectiacoi®@ knowledge within the firm. The
strategic context interacts with alliance capabsitin the development of governance
mechanisms. Once firms understand this interactley may be able to make appropriate
interventions in how their capabilities impact gmance. Also, given the impact of
capabilities on governance, and the optimum formhgavernance desired, the optimum
degree of capabilities can also be determined.,Alsimpact of the strategic context on the
relationship between capabilities and governanceodstrates that both cooperation and
competition introduce complexities in the functiogiof IASCC.
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Our study also suffers from a few limitations, whirovide promising opportunities
for future research. The empirical test of our Higesized model is limited to the context of
high-technology research-intensive sectors. Sucttose may contribute to alliance
governance structures in a different manner tharalimnce governance mechanisms in other
type of industries. Therefore, future studies sticapply our hypothesized model to other
industrial sectors also. Besides, this study foesiggly on the examination of the moderating
effect of strategic contexts on relationship betwedliance capabilities and governance
structures. Future studies may also consider pateanbderators such as the environmental
turbulence. Another limitations of our study is fleeus only on the dyadic alliances as the
unit of analysis. However, in the present businemstext, most firms engage in multiple
simultaneous alliances with different partners avahage complex alliance portfolios, which
are far more challenging than managing a dyadiaralé (Anand & Khanna, 2000; Dyer et
al., 2001). Therefore, researchers may endeavextemd the hypothesized model to examine
the governance structures that might emerge dutilg management of multiple

simultaneous alliances with different partners.
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APPENDIX 1

Nature of contract

CBG1 The terms of the contract are simple and effective.

CBG2 The advantages of the terms of the contract aréhvtbe effort that both my partner and | have iteds
CBG3 The length of the contract adequately meets thectibgs of the agreement.

CBG4 Duties and obligations of each partner are detatetidescribed in the contract.

4 items reflective Scale, adapted from Hagedoonhtdesen (2009 ) [1=Very Strongly Disagree; 7=Vetyo8gly Agree]

Formal protection mechanism
In our agreement with the partner, we have:

FPM1 ... stipulated the division of cooperative outcommsch as utilization, distribution, rights) and atlse
division of costs.

FPM2 ... defined which information and data are the exekigroperty of each partner and which information
and data are a common property of the alliance.

FPM3 ... clearly defined the information and skills tharimers must share with each other and thoseftbnt t
need not share with each other.

FPM4 ... stipulated comprehensive confidentiality obligas that partners can enforce on each other.

FPM5 ... clearly defined sanctions to be imposed for amitviolations.

FPM6 ... secured our property rights related to the resmsiand knowledge available to the partner.

6 items reflective Scale, adapted frfiller (2010) [1=Very Strongly Disagree; 7=Very 8irgly Agree]

Relationship commitment
Both my alliance partner and | view our relationship

RC1 ... something we are very committed to.

RC2 ... very important to our firms.

RC3 ... something our firms intend to maintain indefihjte
RC4 ... something our firms really care about.

RC5 .. deserving our firms’ maximum efforts to maintain.

5 items reflective Scale, adopted from Morgan andtH{1994) [1=Very Strongly Disagree; 7=Very Striyégree]

Trust
In our relationship, both my alliance partner and |

T1 ... are honest and truthful.

T2 ... can be counted on to do what is right.
T3 ... have confidence in each other.

T4 ... have high integrity.

T5 ... are not reliabl8.

T6 . are trustworthy.

6 items reflective Scale, adopted from Morgan andtH{1994) [1=Very Strongly Disagree; 7=Very Striynégree]
Partner communication
In our relationship, the interaction between me ieaycpartner:

CM1 ... apprise each other of new developments in tiraaty accurate manner.

CM2 ... iIs open, helpful and without reservation.

CM3 ... takes place regularly to effectively compare entiperformance against expectations.
CM4 ... Is adequate to credibly discuss issues relaingilization of common resources.

4 items reflective Scale, adapted from Morgan andtH{1994) and Mohr and Spekman (1994) [1=Very 183tp Disagree;
7=Very Strongly Agree]
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Cooperation

Coopl Both we and our partner are willing to cooperate.

Coop2 We work together to be successful.

Coop3 Both my partner and | try to accommodate each otifien making decisions that affect mutual
outcomes.

Coop4 People from our organizations do not work togette.”

Coop5 Both my partner and | look for new opportunitiesvork together.

5 items reflective Scale, adopted from Cannon & @auit (1999) [1=Very Strongly Disagree; 7=Very Sigly Agree]

Partner identification propensity

PIP1 We actively search for promising alliance partners.

PIP2 We actively seek alliances that can help our bssine

PIP3 We are constantly seeking partnering opportunities.

PIP4 We are always looking for firms that we can partnih to jointly develop competitive advantage.

4 items reflective Scale, adopted from Lambe g2802) [1=Very Strongly Disagree; 7=Very Strondgigree]

Alliance experience

AE1 We have a deep base of partnership experience.

AE2 We have participated in many alliances with thigner.

AE3 We have been partners in a substantial numbetiahegs.

AE4 We have an understanding of behaviours which ledong term sustainability in an alliance.

4 items reflective Scale, items 1, 2 and 3 adofsted Lambe et al. (2002); item 4 added by us aafitured aspects of
long-term commitment [1=Very Strongly Disagree; &Yy Strongly Agree]

Alliance manager capability

AMC1 We have programs to develop capable alliance manage
AMC2 We understand how to produce effective allianceagars
AMC3 We effectively train competent alliance managers
AMC4 We know how to identify effective alliance managers

4 items reflective Scale, adopted from Lambe g280D2) [1=Very Strongly Disagree; 7=Very Strongigree]

Alliance management practices
Our corporate management performs the followingrate management activities:

AMP1 Has developed and disseminated corporate andalivigiidelines, procedures and manuals for alliance
managemerit.

AMP2 Leads and supports alliance initiatives.

AMP3 Considers alliances in budgeting and resource aitotdecisions.

AMP4 Coordinates between internal activities and allizamtévities.

AMP5 Facilitates interaction between the alliance ateriral units.

AMP6 Ensures that its alliance management practicesrafermly assimilated across its internal units.

5 items reflective Scale, adopted from Lavie (2Q04Yery Strongly Disagree; 7=Very Strongly Agree]
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