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The motives and problems of inter firm partnering are studied on a 
database of 668 alliances covering all major economies, albeit an 
overrepresentation of EC countries, industry as well as service sectors, 
technology as well as market based agreements. An analysis of (the 
interplay between) organisational format, participation rate, activities 
organised within the alliance, the matching of partner' characteristics 
as well as the characteristics of the sector in which the alliance is 
organised reveals the importance of company characteristics, such as 
nationality, size and experience, as well as the importance of industry 
characteristics such as concentration, R&D and scale intensity, 
vulnerability to market integration, in shaping the benefits and costs of 
alliances and how the profile of partners as well as the format and 
content of the alliance can be aligned on these characteristics. 
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Global Cooperation: A Profile of Companies in Alliances 

1. INTRODUCTION 

Confronted with newly opening international markets and intensified 

competition, firms are readjusting their scope of operations, backed by 

technological developments that allow for producing and marketing on a 

global scale. In their quest for efficient global operations, firms 

increasingly revert to alliances, national or cross border. 

The advantages of such alliances are compelling: alliances are an 

expedient way to crack new markets, gain skills and technologies, realize 

economies through reorganisation and exploitation of complementarities, 

share fixed costs and resources as well as to monitor and control 

competitive forces. The following table classifies the basic motives for 

engaging in alliances as recognized in many studies (a.o. Mariti & Smiley 

(1983), Harrigan (1985), Porter & Fuller (1986), Contractor & Lorange 

(1988), Hagendoorn & Schakenraad (1991). 

Table 1: Motives for allying 

SHARING OF COSTS/RISKS 

EFFICIENCY ENHANCEMENT through 
economies of scale in production, distribution, R&D 
synergy effects from exchanging/sharing 

complementary know how 

ACCESS TO PARTNER'S KNOW-HOW/MARKETS/PRODUCTS 

COMPETITIVE CONSIDERATIONS 
monitor/control partner's technology 

access to markets/products 
influence the competitive structure 

such as number and market share of competitors 
influence the number and structure of alliances of 

competitors 

GOVERNMENT MANDATED MOTIVES 
such as subsidies for R&D cooperation 

local content requirement 
anti-trust regulation 
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Despite these apparent benefits of cooperation, scattered evidence 

suggests that alliances carry a disturbingly high risk of trouble or 

failure, see e.g. Kogut (1988). Next to the initial setup costs, various 

costs and problems of allying can be indicated. Partners may fail to 

jointly manage the dynamics of the alliance and implement readjustments 

to the alliance. In addition, firms expose and develop valuable know how 

through the alliance. Such information flows, when uncontrolled, can 

undermine the comparative technological advantages of the firms, 

endangering their long term viability (Baumol (1991), Hamel, Doz & 

Prahalad (1989)). The following table summarizes some of the pitfalls of 

alliances: 

Table 2: Problems of allying 

SETUP COSTS 
cost of searching for and negotiating with partners 
start-up investments 
foregone opportunities 

such as other partners 

COORDINATION COSTS / ADJUSTMENTS TO THE ALLIANCE 
identification of problems requiring adjustments 
agreement on necessary adjustments 
implementation of adjustments 

ASYMMETRIC INFORMATION 
assessment of partner's input to the alliance 

a priori valuation of input 
ex post compliance with initial specification 

assessment of output generated within the alliance 

CONTROL OF INFORMATION FLOWS 
control on use of own know how by the partner/alliance 
control on flow of know how created within the venture 

to partn~rs 
to non-participating firms 

To better understand the costs and benefits of alliances and what it 

takes to make them successful, a number of 668 alliances, varying in 

size, nationality and industry structure, have been examined in detail. 

Unlike most other databases on alliances which focus exclusively on 

technological cooperation, as Hagendoorn & Schakenraad (1991), Cainarca 



3 

et al (1989) or exclusively on international cooperation as Hergert & 

Morris (1988), Ghemawat et al (1986), or Bleeke & Ernst (1991), no a 

priori restriction on content and/or (inter)national scope of the 

alliance is withheld in the database, to allow for a fuller set of 

comparisons. Section 2 starts with a general profile of alliances in 

terms of organisational format and functional activities organized within 

the venture . A careful analysis of partner asymmetries is organised in 

section 3. Nationality, technological origin, size and cooperative 

experience are examined as sources of asymmetries. A more detailed 

description and characterization of sectors in which alliances occur 

follows in section 4. A conclusion summarizes the findings. 

2. A PROFILE OF ALLIANCES 

Alliances, as they appeared in the financial press between january 86 and 

july 91 have been collected and coded on a number of structural 

characteristics. This procedure, which is common in most other databases 

of alliances may cause some misrepresentation, given that the more 

visible and high impact alliances have a larger probability of being 

announced in the press. 

The geographical breakdown of the companies participating in the 

alliances is shown in table 3: 

Table 3 

SHARE IN 
PARTNERS WORLDWIDE SALES WORLDWIDE R&D 

EC 65 . 0% 24.8% 25.0% 
JAPAN 6.4% 34.2% 18.9% 
USA 15.5% 37.2% 48.5% 
EASTERN EUROPE 6.7% 

J EFTA 5.0% 3.8% 7.6% 
S.E.ASIA 1.4% 



Note: share in worldwide sales is measured as the share of sales by 
companies within the global 1000 and located within the regia in total 
sales of the global 1000. 
Source: Business Week. Idem for worldwide R&D, Source: Business Week 

Alliances are clearly dominated by the Triad: Europe, US and Japan. Non-

triad alliances play only a limited role, as most other studies confirm 

(e.g. Hagendoorn & Schakenraad (1991), Hergert & Morris (1988)). Given 

the importance of the EC in terms of % of worldwide sales and R&D, the 
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large number of EC companies in the sample does not necessarily represent 

overactively allying European companies, but rather an overrepresentation 

due to the data collection process 1. 

Next to the EC -86% of the alliances have at least one EC partner; 

29% have at least one Belgian partner- the US and Japan are important 

geographical sources for partners: resp . 28% and 12% of the alliances 

have at least one partner from these countries. But considering the 

importance of these countries in the static and dynamic performance of 

the world economy, US and especially Japanese partners are 

underrepresented. This observation can be related to the higher tendency 

of the overrepresented EC partners, to team up with other EC partners, 

cf. infra. 

2.1. Organisational format of the alliance 

Basically, two types of alliances are being distinguished: a joint 

venture versus coordination2. The latter involves the coordination 

and/or integration of a number of functional activities like R&D, 

production or distribution between the parent companies as well as a 

1. Ghemawat et al (1986) using the Wall Street Journal, end up with a 
similar overrepresentation in their sample, this time of US companies. 
2. In addition, alliances can take the organisational form of a take
over. Sometimes alliances can be considered as a pre-runner to a full 
fledged merger or take-over. But given that take-overs often involve a 
wide spectrum of motives extending beyond cooperation and which are often 
difficult to disentangle, this type of agreement is excluded in the 
database. 
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transfer of technology among the partners. This coordination may involve 

an explicit format, such as a cross-participation between the partners or 

a (cross)licensing contract, but more implicit forms of coordination 

without any extra infrastructure can be equally effective. 

Joint ventures involve a separate entity being set up by the parent 

companies. The partners can provide know-how, physical or financial 

capital, personnel to the venture. The equity of the new company is 

shared among the partners with their participation rate reflecting the 

importance of their input to the venture. Joint ventures usually involve 

a larger setup cost or commitment from the parent companies than simple 

forms of coordination. Although the latter may allow more flexibility to 

respond to changing conditions, the limited or less intense involvement 

vis-a-vis a venture may limit the long run exploitation of synergies. In 

addition, holding together more informal relationships demands a much 

greater level of managerial skills as compared to a joint venture setting 

in which the entity often acts as a barrier to exit. 

The majority of alliances in the database have a joint venture 

structure: 414 out of the total 668 alliances are joint ventures, versus 

249 observations with a cooperative structure. 5 observations could not 

be classified. This higher frequency of joint ventures may be related to 

the specific benefits of this format. But given that joint ventures 

enjoy a larger visibility out of their explicit formal structure, the 

larger likelihood of publication in the financial press could similarly 

cause an overrepresentation of this type. A significantly larger 

percentage of alliances have a joint venture format when a US, Eastern 

European or a Japanese partner is involved in the alliance. This effect 

is most pronounced with the Japanese alliances. 



% Joint Ventures 
% Coordination 

a* (in%) 

TOTAL 

~ 8 

Table 4 

EC 

61 
39 

9.93 
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USA JAP EASTEUR 

69 78 73 
31 22 27 

5.1 0.2 3.2 

Although most of the alliances , especially non-joint-venture type of 

alliances, remains unspecified on the participation structure of the 

partners, 221 observations could be characterized along this dimension. 

An equal share occurred in 45% of these cases; 38% was on a 50/50 basis . 

In case of an unequal share, the clear dominance of one partner, measured 

as more than 50% for the dominant partner and less than 25% for the other 

partners, occurred in only 14% of the alliances. The same dominance of 

shared management has been documented in other research, e.g. by Killing 

(1983). 

This lower frequency of dominant parent alliances does not 

necessarily reflect a lower performance of the latter structure. Equally 

shared alliances reflect the similarity in quantity and quality of skills 

and resources that each partner brings in the alliance and hence seems a 

safer deal. But strong companies may seek smaller or weaker companies in 

order to control the alliance, whereas weaker companies may prefer a 

stronger partner to rebuild their skills. Empirical evidence on the 

performance of equally versus unequally shared alliances is mixed. 

Whereas Killing (1983) observes shared alliances to be more quickly 

liquidated or reorganised than a dominant structure, Bleeke & Ernst 

(1991) for a panel of international joint ventures found shared alliances 

to be more successful. 

3. The significance level pertains to the chi-squared test of a 
relationship between the organisational form and the EC versus non-EC 
allianties. 
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The optimal choice of an organisational form by the partners, and 

hence the cost and benefits of each form, will depend on the technology 

in which the alliance is operational, the activities organised within the 

alliance as well as the characteristics of the partners. The next 

section, while diving deeper into these characteristics of alliances, may 

sharpen our understanding of the organisational choice. 

2.2. Activities of the alliance 

A look at the functional activities that can be the subject of an 

alliance, provides a first idea of the important motives for allying. 

The functional activities that are distinguished in the sample are R&D, 

production and distribution/marketing. Whereas research alliances are 

designed to share risks and costs associated with R&D activities, 

exchange of know-how, monitor competitive technologies and exploit any 

technological complementarity, improving the efficiency of the research 

and development process, other types of alliances are aimed more on 

improving market access, controlling competitive forces and realizing 

economies of scale through rationalisation and specialisation. 

The majority of alliances in the sample involve production andjor 

distribution activities, whereas 18% incorporate some research activity, 

either as exclusive scope or in combination with other activities. Other 

empirical studies, who focus more on technological cooperation, tend to 

find higher frequencies of research alliances 4. US and Japanese 

alliances are slightly more research oriented, resp 28% and 25% research 

alliances, although no significant difference could be detected. 

4. In the Insead database, as reported by Hergert & Morris (1988), 64% 
involve some research activity. In the LEREA/CEREM database as reported 
by Mytelka (1989), 29% involve knowledge. The MERIT database as reported 
by Hagendoorn & Schakenraad (1991) focus exclusively on technology driven 
alliances. 
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Table 5 

Research 18% Research 6% 
Research & Distribution 3% 
Research & Production 4% 
Research, Production & Distribution 5% 

Non-Research 63% Distribution 26% 
Production 23% 
Production & Distribution 14% 

Unspecified 19% 

The small share of research alliances may reflect the specific 

problems accompanying these types of agreements. Information required to 

specify the value of the partner's know-how, as well as the know-how 

generated by the alliance may be hard to assess among the partners. In 

addition, control on the input, transfer and use of know-how may be 

difficult to realize. The typically uncertain nature of R&D activities 

makes it more difficult to disentangle non-compliance of partners from 

exogeneous sources of failure of the alliance. The more basic is the 

research, the larger will be the uncertainty, hence the more apparent 

these problems. However, it is often argued that the further away the 

alliance is from the eventual market, the easier it is to manage these 

opportunistic incentives . 

Whereas opportunistic incentives may be present in non-research 

alliances as well, the larger detection problem in R&D alliances, 

inherently characterized by uncertain output, implies that it is more 

difficult to curtail the incentives in R&D alliances. In addition, the 

implications for the long-run survivability of companies of such behavior 

is more critical in research alliances: a company risks exposing valuable 

proprietary know-how to the partner, who may fail to reciprocally expose 

own valuable know-how while at the same time using its partner's know-how 

to improve its competitive position. 

The specific advantages and problems of research versus non-research 

alliances are further reflected in the organisational choice of each type 
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of alliance. The following two-way frequency table documents the 

relationship between the organisational form and the type of activity 

organised within the venture. 

Table 6 

Joint Ventures Coordinations 

R&D Alliances 56% 44% 
Non-R&D Alliances 67% 33% 

a*=0.03 

Although joint ventures remain the most frequent organisational format in 

any type of alliance, the occurence of simple coordination is 

significantly higher for research alliances . Coordination is the 

organisational format in 44% of research alliances whereas only 33% of 

the non-research alliances are simple forms of coordination, a difference 

which is significant at the 3% level. Other studies that rely more on 

technological cooperation, report a less pervasive joint venture format 

(Hagendoorn & Schakenraad (1991) , Cainarca et al (1989)). 

That alliances in R&D seems to occur relatively more through simple 

coordination than in a joint venture setting could be related to the 

higher risks involved in these type of alliances, which may call for less 

explicit types of cooperation, allowing for more flexibility. In 

addition, if the research alliance only involves tranfer of know-how, a 

simple coordination format may suffice. Nevertheless, joint ventures 

remain the major alliance format even within R&D alliances. 

The activities that are organised within the alliance may also have 

an impact on the participation structure, as the following table details. 

Partners engaged in research alliances seem to be significantly more on 

an equal footing, which may reflect both partners quest for control, when 

alliances are strategically important in the long run. 
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Table 7 

Non-equal Equal 
Participation 

Total 55% 45% 

R&D Alliances 40% 60% 
Non-R&D Alliances 59% 41% 

a*=0.05 

3. SYMMETRIC VERSUS ASYMMETRIC PARTNERS 

Given the costs especially in lost opportunities from failing 

negotiations or alliances, an investigation into similarities and 

relationships between partners in alliances may provide helpful insights 

in partner selection procedures, which characteristics of partners are 

interesting and especially to what extent partner characteristics need to 

be similar or dissimilar. 

The selection of partners influences the successfulness of alliances 

through the net gains from cooperation as well as their stability. 

Alliances are more successful when partners stand to gain from each 

other, which requires complementarity in technological and managerial 

know how. Not only will this create synergy effects, but given that each 

partner is necessary to exploit these synergy effects, partners will need 

to stay together which implies less incentives for opportunism. 

Symmetric partners may have less synergy effects to exploit than 

asymmetric partners but coordination may be easier to achieve among 

symmetric partners. 

This cost-benefit analysis of asymmetries will be specific to the 

origin of the asymmetry. The next section will study asymmetries from 

various sources such as national origin, technological origin, size and 

allying experience. The implications of the various asymmetries on the 
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frequency of allying, its motives and organisational format will be 

investigated. 

3.1. National versus international alliances 

Whereas for the total sample about half of the alliances are cross-

regional, this number of interregional alliances is significantly higher 

for alliances involving US and Japanese companies 5. Other research, 

e.g. Hagendoorn & Schakenraad (1991), has documented the same tendency of 

European companies to be most regionally and least globally oriented vis-

a-vis Japanese and US companies, a result which could again be (partly) 

related to the data-collection process. 

Table 8 

TOTAL EC us JAP 

INTRA-REGIONAL ALLIANCES 49% 51% 12% 5% 
INTER-REGIONAL ALLIANCES 51% 49% 88% 95% 

Significance level .07 0 0 

Although about half of the alliances tend to be within regions, only 

21% remains within the same country. The high number of cross-national 

alliances may aim at entering new markets where alliances are an 

alternative to direct investment, export or licenses. Alliances are a 

quick mode of serving foreign markets which exploits the local partner's 

know how of its home market, provides access to distribution channels or 

may be driven by government regulation, cf. the Eastern European 

alliances. In addition skill complementarity is more likely among 

international partners, given the heterogeneity of environments. But 

this heterogeneity may at the same time increase the coordination costs. 

5. For a list of the regions, see table 3. 



The different benefits and costs of national versus international 

alliances have implications for the organisational format of the 

alliance. Although the majority of national alliances are joint 

ventures, a significantly larger proportion of national alliances is in 

the form of a more loose form of coordination as compared to 

interregional alliances: 53% of all intraregional alliances are joint 

ventures, where this number is as high as 72% for interregional 

alliances. This signficantly stronger preference for joint ventures in 

interregional alliances, which is also apparent in international versus 

national alliances, can be correlated to the higher coordination costs 

that the latter type may be expected to invoke, demanding a structural 

setting that involves a larger commitment from the partners. These same 

coordination costs may explain why some studies, such as Harrigan (1988) 

find international alliances to have a negative impact on performance, 

although other studies show no significant difference in performance 

between national and international alliances (e.g. Bleeke & Ernst 

(1991)). In addition, the politically mandated joint ventures choice 

within Eastern European alliances may explain the larger frequency of 

joint ventures in the international subsample. 
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Likewise, the motives for national versus international allianes 

differ, as reflected by the different functional activities that are 

typically organised in national versus international alliances. Research 

alliances tend to be organised more frequently between partners from 

different nationalities: 80% of all alliances that involve R&D can be 

classified as international versus 78% for non-research alliances, a 

difference which is however not significant. 



13 

3.2 . Inter versus intra industry alliances 

Alliances bring together partners that may be technically horizontal or 

vertical related to each other or may not be related to each other at 

all. In addition, the venture that these firms create may be 

horizontally or vertically related to either partner or may constitute an 

unrelated diversification for the partners. 

This technological relationship between the partners and the venture 

will influence benefits as well as costs of engaging in alliances. The 

drive for exploiting complementary capabilities is more apparent when 

partners operate in vertical and unrelated business, given that it is 

more likely that firms lack the know how partners may attribute. 

Companies may look for vertical or unrelated partners for alliances, 

providing access to new products, where these vertical alliances may be a 

quicker and more efficient mode of diversification. Furthermore, 

companies may engage in alliances in their own markets with a vertical or 

unrelated partner, as a defensive strategy, to control entry into their 

own line of business. Horizontal alliances among (potential) competitors 

offer the extra benefits of allowing for (reciprocal) access to 

international markets for the same products, exploiting scale economies 

and monitoring and controlling the industry supply and intensity of 

competition. 

Also coordination costs may differ among inter and intra industry 

alliances. The stability of vertical and unrelated alliances may be more 

problematic to the extent that the heterogeneity among partners 

exacerbates differences in corporate culture and management. Horizontal 

alliances, on the other hand, may suffer from instability given that 

partners as direct competitors share less compatible goals. 
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Table 9 

BETWEEN THE PARENTS AND THE ALLIANCE 
TECHNOLOGICAL LINK 

HORIZONTAL VERTICAL INDEPENDENT 
BETWEEN PARENTS 78% 18% 4% 

HORIZONTAL 55% 48% 6% 1% 
VERTICAL 30% 22% 8% 0% 
INDEPENDENT 15% 8% 4% 3% 

a*=O.O 

The majority of alliances are situated in the same technology as one 

of the parents 6. This higher frequency of horizontal alliances confirms 

most other studies (Harrigan (1988), Ghemawat et al (1986)). In addition, 

most of the alliances are among parents that originate from the same 

technology. When the parental technological link is vertical, most of 

the alliances are in the same technology as one of the parents, but a 

significantly larger % of these alliances are vertically rather than 

horizontally related to their parents. 
Table 10 

TECHNOLOGICAL LINK TOTAL NATIONAL INTERNATIONAL EC us JAP 
BETWEEN PARENTS 

HORIZONTAL 55% 47% 56% 56% 46% 41% 
VERTICAL 30% 31% 30% 29% 39% 37% 
INDEPENDENT 15% 22% 14% 15% 15% 22% 

The technological link between alliance and parents showed no 
significant difference across this geographical dimension. (significant 
a<.05) 

International alliances are significantly more horizontal than 

national alliances, which reflects the swap of markets that often occurs 

through international alliances. Alliances with US and Japanese partners 

are significantly more vertically related which may reflect a more 

intense search for exploitation of synergy effects among these companies. 

6. Technology if defined on the NACE 3 digit classification level . Note 
that in many cases this classification even at the 3 digit level is very 
broad, allowing for complementarities to be still possible within 
horizontal alliances. 
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Vertical and independent alliances are significantly more of the 

joint venture type (o*=.OOO), as table 11 shows, a result that confirms 

Ghemawat et al (1986). A vertical alliance is significantly more engaged 

in research activities than horizontal alliances, whereas an independent 

technological relationship between parents and with the alliance involves 

significantly less research activities. 

Table 11 

TECHNOLOGICAL LINK 
BETWEEN PARENTS PARENTS-ALLIANCE 

TOTAL HORIZONTAL VERTICAL INDEP HORIZONTAL VERTICAL INDEP 

% JV 
% R&D 

62% 
22% 

54% 
22% 

69% 
27% 

78% 
14% 

57% 
20% 

77% 
32% 

83% 
17% 

All this suggests a more intense search for complementarities within 

vertical alliances, a characteristic which may explain the more intense 

vulnerability of this type of alliances. Harrigan (1988) indeed finds 

vertical alliances to be less successful than the more frequent 

horizontal alliances. 

3.3. Asymmetries in size 

When partners differ in size, asymmetric positions arise in terms of 

financial and non-financial input to the alliance as well as different 

benefits that each partner expects out of the alliance. Large firms may 

seek to team up with smaller firms to acquire access to the innovative 

potential of smaller companies and to overcome some of their own 

rigidities. Smaller firms may have an interest in the larger firms' 

research, production and/or marketing infrastructure in order to reach 

markets and products quickly. While the complementarity between small 

and large partners is obvious, so are the higher coordination costs when 

size asymmetries between partners exist. The obstacles relate to 



differences in corporate culture, divergence in purpose as well as 

organisational structure as reflected in different decision making 

processes and varying levels of management. 
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Teaming up with equally sized companies may forego the benefits from 

complementarity but may limit these coordination costs. In addition 

smaller firms may shun larger partners to avoid the risk that larger 

partners may appropriate the technology of the smaller partner to exploit 

in their own operations. This problematic divergence between ex ante and 

ex post bargaining power is asymmetric, applying more for the smaller 

than the larger partner. Larger firms explicitely seek larger partners 

when the objective of the alliance is strategically controlling and 

monitoring the competition. 

Within the dataset, size of the partners is measured through a 

dichotomous variable that takes the value of 1 if the company belongs to 

the Fortune Global 500 for industry and service sectors (Source: Fortune 

1991); else 0. About 44% of the partners have a rank in Fortune, which 

indicates that a large part of the companies in the sample are large, 

global players . This large number may be related to the larger net 

benefits these companies can acquire out of alliances as well as their 

larger attractiveness as partner. In addition, alliances involving these 

companies may more easily attract press-attention. Ghemawat et al. 

(1986) find a similar predominance of large companies within their 

sample . 

About 37% of the alliances are between partners of unequal size 

(i . e. only one partner in the Fortune ranking), leaving a majority of 

alliances between equally sized categories: 16% of the alliances are 
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between partners that are both in the Fortune ranking and 47% of the 

alliances are between both non-global operators7. 

Table 12 

REGIO TECHNOLOGICAL LINKS 
TOTAL 

inter intra hor vert indep 

UNEQUAL [][[] 41 30 31 46 37 
EQUAL SMALL 47 37 58 54 34 50 
EQUAL LARGE 16 22 12 15 20 13 

All differences are significant (a<.05) 

Not surprisingly, interregional alliances are significantly more between 

both global players , whereas alliances that remain within the same 

geographical region are significantly more among equally "small" sized 

companies. In addition, interregional alliances have a significantly 

larger population of unequally sized partners, which may point to already 

one source of size asymmetries, namely differences in home markets . 

Another source of size asymmetries can be found in the technological 

origin of the partners. Indeed, vertical alliances are significantly 

more among unequally sized partners . Horizontal alliances are 

significantly more among both non-global partners whereas alliances with 

both global partners are overrepresented in the class of vertical 

alliances . 

Table 13 

UNEQUAL EQUAL EQUAL 
TOTAL SIZE SMALL SIZE LARGE SIZE 

% JV 62% 68% 55% 70% 
% R&D 22% 21% 17% 40% 

All differences across size categories are significant. 

7. Note that given the rough measure of size, there may still exist 
considerable size differences within this category. 
8. The technological link is measured between parents, but a similar 
pattern is obtained when the technological link between parents and the 
alliance is considered. 



The interregional and vertical characteristics of alliances between both 

global companies point to a more intense quest for complementarities 

within these alliances. The observation that these alliances involve 

significantly more research activities and are more of the joint venture 

type, reinforces this picture. With the exception of the research 

orientedness, the same holds for the asymmetric size alliances. 

3.4. Asymmetries in cooperative experience 
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Given the problems associated with cooperative activities, cf. supra, 

alliances are risk intense projects. Companies that have been involved 

in a number of such alliances may have built valuable experience in 

dealing with these problems. Furthermore, being engaged in a network of 

alliances, companies have access to a broad spectrum of technologies and 

markets, which makes them particulary inclined to engage in new 

alliances, from which they stand to gain more when successful. In 

addition, this broader spectrum of alliances turns these companies into 

attractive counterparts, not only since more can be gained from teaming 

up with an experienced player, but also since such an alliance tends to 

be more stable. Indeed, throughout their alliance record, these 

companies have built a reputation as a reliable partner. For fear of 

losing this valuable reputation, experienced companies will be less 

inclined to behave opportunistically within one particular alliance, 

jeopardizing other current and future alliances in which they are, or 

will be, engaged. Whereas companies engaged in multiple alliances are 

interesting partners for stable relationships, smaller companies involved 

in single relations are more vulnerable to, and may have a more vested 

interested in, success of the alliance. 
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A crude proxy for the cooperative record of a partner is provided by 

the frequency of occurrence of that company within the sample9. For each 

company, not only the alliances in which the company itself but also, 

when applicable, the enterprise group to which it belonged, were counted. 

Table 14 shows the results. 

Table 14 

% COMPANIES WITH COOPERATIVE RECORD AS MEASURED ON 

LOW (FREQ=l) 
MEDIUM (FREQ=2,3 OR 4) 
HIGH (FREQ ~ 5) 

COMPANY LEVEL ENTERPRISE LEVEL 

60% 
26% 
14% 

54% 
27% 
19% 

The majority of companies have a low cooperative record, an observation 

that can be correlated to the large number of European companies in the 

sample, which typically display a lower cooperative profile than the US 

and Japanese companies. 

Most of the companies team up with a partner with a similar 

cooperative record: 33% of the alliances are between both unexperienced 

players whereas 25.5% are between both experienced players (medium and 

high category). In 34% of alliances that involve US companies, both 

partners are experienced -only 26% are both unexperienced-, where this 

number is as high as 53% for alliances involving Japanese companies -only 

13% are both unexperienced . This significantly different cooperative 

record of US and Japanese alliances may leave a more favorable prediction 

in terms of stability, possibly compensating for the higher risk position 

in terms of vertical and research orientedness of these alliances (cf. 

supra). 

9. A first measure for this cooperative record was obtained directly from 
information contained in the newspaper article, regarding whether 
partners had been engaged in any previous relationships . Only in 77 
observations this variable could be specified, of which 72 scored 
positively. 
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This tendency of partners ' experience to be more important and hence 

more apparent in alliances that suffer from a larger risk of unstability, 

also shows up if the cooperative record is linked to the other sources of 

asymmetries between partners. 

Table 15 

REGIO TECHNOL LINKlO SIZE 
TOTAL un- equal 

inter intra hor vert indep equal small large 

UNEXP - EXP lid 
UNEXP-UNEXP 3 S 
EXP-EXP 

41 
25 
34 

40 
40 
20 

42 
38 
20 

41 
23 
36 

41 
35 
24 

57 
16 
27 

35 
55 
10 

23 
7 

70 

Cross regional alliances are significantly more among experienced 

players, whereas alliances that do not cross national or regional borders 

are significantly more among unexperienced players. Vertical alliances 

are significantly more among both experienced players than the total set 

of alliances, whereas horizontal alliances are significantly more among 

unexperienced players . Given that partners are direct competitors, 

horizontal alliances possess a larger set of sticks in case of break-down 

due to opportunism, so that experience may be less needed to curb 

opportunism. The (asymmetries in) size profile among partners parallels 

strongly the (asymmetries in) cooperative profile. 

Table 16 

TOTAL UNEXP-EXP UNEXP-UNEXP 

%JV 62% 57% 
%R&D 2% 11% 

EXP - EXP 

70% 
34% 

Alliances among experienced players involve significantly more research 

activities, where the opposite holds for alliances among unexperienced 

partners. The significantly higher frequency of joint ventures among 

10. The technological link is measured between parents, but a similar 
pattern is obtained when the technological link between parents and the 
alliance is considered. 



21 

experienced alliance partners could be related to the fact that the 

disadvantage of a joint venture setting, namely the high exit costs, is 

less of a problem for experienced players. Alliances with asymmetric 

experience levels exhibit no diverging pattern. 

Whereas considerable asymmetric positions in alliances exist, the 

impact of different costs and benefits on the performance of these 

asymmetric alliances is very often mixed. As Harrigan (1988) observes, 

the technology in which the alliance is engaged is often more dominant in 

explaining allying performance. The next section details this sectoral 

distribution of alliances. 

4. TECHNOLOGY OF THE ALLIANCE 

4.1. Industry versus services 

Although the majority of alliances can be found in industrial sectors, 

services account for 41% of all alliances. 

Table 17 

REGIO TECHNOL LINKll SIZE EXPERIENCE 
TOTAL equal equal 

inter intra hor vert ind uneq sma lar uneq exp unexp 

%INDUSTRY 
%SERVICES 

~ 
~ 

58 68 46 
42 32 54 

66 44 72 
34 56 28 

63 44 72 
34 56 28 

Asymmetric alliances are significantly more situated within industrial 

sectors: interregional alliances, alliances between vertically related 

partners or between partners with unequal size or experience are 

significantly more concentrated in industrial sectors. The exception are 

alliances between parents from unrelated sectors, which are found more in 

service sectors, more specifically business services. 

11. The technological link is measured between parents, but a similar 
pattern is obtained when the technological link between parents and the 
alliance is considered. 



The significantly higher frequency of joint ventures versus simple 

forms of coordination among industrial alliances correlates with the more 

intense vulnerability of alliances in industrial sectors, given the 

abundancy of asymmetries between partners . This vulnerability is 

exacerbated by the activities organized within the alliance, where 

industrial alliances are significantly more engaged in research 

activities. 

%JV 
%R&D 

Table 18 

TOTAL INDUSTRY SERVICES 

74% 47% 
27% 14% 

All differences are significant (a<.OS) 

4.2. Sectoral Distribution of Alliances 

A closer look at the distribution of alliances across individual sectors 
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within industry as well as services may provide further insights into the 

motives and problems of alliances. 

In the industrial sectors, electrical and electronic engineering, 

among which the telecommunication , chemicals and motor vehicles are the 

most actively engaged in alliances . This pattern of core technologies 

shows up in most other studies such as Harrigan (1988), de Woot (1990), 

Hergert & Morris (1988) and Hagendoorn & Schakenraad (1991), where the 

latter concentrating more on technological alliances find a more 

important alliance activity in computer & office equipment and aerospace . 

Within the service sectors, banking and business services are clearly the 

most predominant in alliances. 



Table 19 

NUMBER OF ALLIANCES 
347 

NUMBER OF ALLIANCES 
INDUSTRY SERVICES 321 

ELEC & ELECTRONICS 79 BANKING 55 
CHEMICALS 46 COMPANY SERVICES 55 
MOTOR VEHICLES & PARTS 40 TRANSPORTATION 32 
PHARMACEUTICALS 26 INSURANCE 28 
METAL PRODUCTS 23 PERSONAL SERVICES 25 
COMPUTERS 23 AIRLINES 22 
INDUSTRIAL EQUIPMENT 20 WHOLESALE 22 
FOOD 15 RETAIL 21 
RUBBER & PLASTICS 14 
SCIENTIFIC & PHOTOGR EQ. 13 
MINING & CRUDE OIL 13 
PUBLISHING & PRINTING 12 
AEROSPACE 12 
MINERALS 10 

Sectors with <10 alliances: petroleum refining, utilities, cosmetics, 
metals, other transportation equipment, jewelry & watches, beverages, 
tobacco, textiles, leather, apparel, wood, furniture, toys & sporting 
goods, construction, communication, rental services and hotels & 
restaurants. 

Motives and problems that partners face when engaging in alliances 
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are often shaped by the characteristics of the technology of the venture . 

As such sectoral features help to create a profile of alliance intensive 

sectors, explaining the sectoral distribution of alliances. The next 

section studies such industry characteristics. Because of lack of 

adequate data for service sectors, attention is focused on industrial 

sectors. 

4.3. Characteristics of alliance intensive industries 

The motives for allying along the sharing, efficiency enhancement and 

access arguments, as well as strategic and government mandated 

objectives, correlate with a number of empirically observable industry 

characteristics. Strategic motives for allying related to monitoring and 

controlling the competition is most likely to prevail in concentrated 

industries . The smaller and more concentrated are the number of 



competitors, the more easy and rewarding are strategic activities. An 

empirical measure of concentration is the share of the 4 largest global 

companies in total world sales: GONG (Source: Fortune). 
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The period and geographical focus of the sample leads us to consider 

another strategic consideration for allying, namely anticipations of the 

1992 program within the EC markets. Markets that are most vulnerable to 

changes after 1992 may be expected to exhibit more alliance activities. 

The variable that is used to capture this motive is VULN on the basis of 

the presence of non-tariff barriers, price dispersion and intra EC import 

penetration (Source: European Economy). 

Motives that relate to efficiency enhancement through synergy 

effects and access to know-how prevail more intensively in industries 

where intangible assets such as technology and brandname determine 

performance within the industry. As such, the variables R&D and ADV 

intensity correlate with alliance activities aimed at these cost driven 

motives. In addition, the drive for scale economies is captured by a 

SCALE variable to indicate industries characterized by the presence of 

large firms and important scale advantages (Source: Lyons & Davies 

(1992)). 

Government mandated motives for alliances are captured by the 

pervasiveness of regulation and procurement within the industry: PUBREG 

(Source: European Economy). In addition, the presence of non-tariff 

barriers may drive the firms to exploit foreign markets through alliances 

rather than simple exports. NTB (Source: European Economy) captures this 

effect to the extent that it is not yet incorporated within the 

vulnerability proxy. 

Finally, the motive to share costs and risks is proxied by CAPOUT 

(Source: Lyons & Davies (1992)), a capital output measure that captures 

the dominance of expenditures for physical capital. In addition, the 
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afore mentioned R&D intensity could be related to the motive of sharing 

the often huge sunk investment costs of innovative activities. 

The next table details to which extent industries characterized by 

these features, witness indeed more alliance activities. All variables 

are dichotomized into high and low scores. The average number of 

alliances in high versus low scoring industries are indicated, as are the 

significance levels for testing differences between the two subgroups. 

Table 20 

If INDUSTRIES AVG If ALLIANTIES SIGNIFICANCE LEVEL 

STRATEGIC MOTIVES 

CONC HIGH 21 11 
0.00 LOW 3 43 

VULN HIGH 11 23 
0.04 

LOW 13 8 

EFFICIENCY ENHANCEMENT & ACCESS TO KNOW-HOW 

R&D HIGH 11 25 
0.01 LOW 13 6 

SCALE HIGH 14 22 
0.03 

LOW 10 6 

ADV HIGH 13 16 
0.75 LOW 11 14 

COST SHARING MOTIVES 

CAPOUT HIGH 12 15 
0.99 LOW 12 15 

GOVERNMENT MANDATED MOTIVES 

PUB REG HIGH 7 23 
0.16 LOW 17 12 

NTB HIGH 16 16 
0.74 LOW 8 13 

Industry characteristics that account for a significantly different 

alliance activity are global concentration, R&D intensity, scale 

economies and vulnerability to the 1992 program. Innovative 

technologies, large scale sectors and industries affected by European 

integration exhibit significantly more allying activities. This result 

can be related to Ghemawat et al (1986), who report alliance intensive 



industries to be significantly more characterized by R&D and scale 

economies. Similarly, Berg, Duncan & Friedman (1982) found the average 

R&D intensity of the industry to significantly predict joint venture 

activities, especially technology oriented ventures. 

The opposite result holds for highly concentrated industries. The 

two sectors with the lowest, but still considerable, global 

concentration, chemicals (C4=.303) and electronics (.323), are also the 

ones with the highest number of alliances, cf. supra. The relationship 

between concentration and alliances seems to be more of an inverted U

shape. If concentration is high, other more efficient means besides 

alliances are available to monitor or control the competition. It is 

only with modest levels of concentration that (re)building competitive 

positions through alliances becomes more important. Pfeffer & Nowak 

(1976) on a database of domestic US joint ventures in manufacturing from 

1960 through 1971 find a similar U shaped result. 

Sectors displaying pervasive government intervention produce more 

alliances but this feature is not strong enough to lead to significant 

differences. Capital and advertising intensity do not generate a 

different alliance pattern, indicating that the motive for cost sharing 

beyond R&D expenditures is not pervasive, a conclusion that also appears 

in Hagendoorn & Schakenraad (1991) and Ghemawat et al. (1986). 
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The significantly higher number of alliances in industries 

characterized by modest concentration, high vulnerability, innovativeness 

and scale economies is not extended into any significant differences in 

terms of organisational format of these alliances as well as activities 

organised within the alliance. Sectors characterized by a high 

vulnerability to integration tend to engage more frequently in loose 

forms of coordination as well as in alliances involving activities other 



than R&D, reflecting the time constraint when setting up these alliances, 

differences which are almost significant (a resp. 10 and 15%). 

%JV 
%Non-R&D 

HIGH 

71.4 
63.0 

CONC 
LOW 

78.3 
66.1 

Table 21 

VULN 
HIGH 

65.6 
56.3 

LOW 

78.5 
69.9 

HIGH 

73.8 
58.1 

R&D 
LOW 

70 . 8 
69.3 

SCALE 
HIGH 

72.3 
61.0 

LOW 

72.6 
68.2 
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In R&D intensive industries, partners use more joint ventures to organise 

their alliances which include more R&D activities. None of these 

differences are however significant. What does turn out to be 

significant (a<0.05), but is not shown here, is that the partners engaged 

in alliances in R&D intensive technologies -of which all the core 

technologies- are more vertically related, both experienced, belonging to 

the set of large, global players and include more often US companies. 

A more complete description of alliance intensive industries calls 

for a simultaneous assessment of these industry characteristics. The 

number of sectors for which data are available is however not large 

enough for a relevant statistical analysis such as regression analysis, 

certainly since attempts to explain a broad cross section of alliances 

are likely to achieve limited succes given the wide variety of aims and 

forms that are industry specific. Restricing the analysis to showing 

for the industries that are the most active in alliance activities, how 

they score on each of the afore mentionned industry characteristics, the 

following figure is produced that links these industries with their 

characteristics if a high score is present. 

- Insert figure l here -

In electrics & electronics, the sector with the highest number of 

alliances, the process towards EC integration and the pervasiveness of 

government intervention contribute, besides the efficiency arguments in 



the R&D, ADV and production area, towards explaining this alliance 

intensity. The same holds for chemicals, although government 

intervention and advertising economies are not pervasive. All motives 

including competitive incentives, prevail for motor vehicles, 

pharmaceuticals and computers although the latter scores low on capital 

intensity. 

5. CONCLUSIONS 

An analysis, closely guided by theoretical reflections, of 668 alliances 

that appeared in the financial press between 1986 and 1991, provided 

insights into motives and problems of inter-firm partnering. 
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The pervasive drive for market access is suggested by the high 

frequency with which distribution activities are organised within the 

alliance. Also the dominance of international and horizontal alliances 

may be evidence of this market swap motivation, closely linked to an urge 

for monitoring and controlling competition. Especially alliances 

involving service sectors exhibit this pattern. 

But the (parallel) quest for cost economizing forces such as 

synergies out of the complementarity that exists between partners and 

scale economies is also apparent in alliance activities . The most 

frequently chosen joint venture format provides mutual commitment that 

allows an intense exploitation of these synergies. This search for 

synergies is more intense in the interregional and vertical relations or 

alliances involving R&D that move beyond a mere technology transfer. 

Such alliances are found more often among industrial rather than service 

sectors and when partners are large, global players. Also US and 

Japanese companies are more actively engaged in these types of alliances, 

as compared to their EC counterparts. The higher risks that accompany 
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such alliances appear to be compensated by the larger stock of experience 

in alliances built by these companies. Likewise, the empirical 

prevalence of asymmetries between partners, not only in terms of 

different nationalities, but also in size and experience, less in 

technological origin, highlights this importance of complementarities 

between partners despite the higher coordination costs invoked in 

asymmetric alliances. 

'Core' sectors in alliances, electrics & electronics, chemicals and 

car manufacturing in industry and banking, company services and 

transportation in services - are characterized by innovativeness, large 

scale operations and affected by European integration. This profile 

confirms the importance of market access and cost economy drivers, 

whereas cost sharing beyond R&D expenditures and government induced 

motives enter only as secondary forces. Global competitive 

considerations appear only with intermediate concentration levels. 

EC alliances are less engaged in the synergy intensive 

interregional, vertical and R&D alliances as compared to the US and 

Japan. To analyse whether this diverging profile of alliances will have 

a significant impact on the comparative positioning of these economies in 

the long run, a detailed study of the competitive advantages of all 

partners involved in the alliance is needed. Such an analysis may yield 

some valuable insights into how alliances can be used to (re)build, 

improve or defend these competitive positions. As an ultimate test, the 

long run performance of these alliances is something that needs to be 

carefully scrutinezed. An extension of the database measuring 

performance in alliances is therefore a much needed addition. Such 

performance needs to be traced over a sufficiently large time period. 

After all, within a fast changing environment, meeting the requirements 

of change is the ultimate test of success in alliances. 
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