
  

 

 

Tilburg University

The determinants and performance implications of alliance partner acquisition

Stienstra, Miranda

DOI:
10.26116/center-lis-2001

Publication date:
2020

Document Version
Publisher's PDF, also known as Version of record

Link to publication in Tilburg University Research Portal

Citation for published version (APA):
Stienstra, M. (2020). The determinants and performance implications of alliance partner acquisition. [Doctoral
Thesis, Tilburg University]. CentER, Center for Economic Research. https://doi.org/10.26116/center-lis-2001

General rights
Copyright and moral rights for the publications made accessible in the public portal are retained by the authors and/or other copyright owners
and it is a condition of accessing publications that users recognise and abide by the legal requirements associated with these rights.

            • Users may download and print one copy of any publication from the public portal for the purpose of private study or research.
            • You may not further distribute the material or use it for any profit-making activity or commercial gain
            • You may freely distribute the URL identifying the publication in the public portal
Take down policy
If you believe that this document breaches copyright please contact us providing details, and we will remove access to the work immediately
and investigate your claim.

Download date: 24. May. 2023

https://doi.org/10.26116/center-lis-2001
https://research.tilburguniversity.edu/en/publications/7fdee0c2-d4d2-4f5b-95e3-200145e7b8d4
https://doi.org/10.26116/center-lis-2001


The Determinants and Performance 

Implications of Alliance Partner Acquisition 

 

Miranda Stienstra 

 

 

 

 

  





 

 

The Determinants and Performance 

Implications of Alliance Partner Acquisition 
 

Proefschrift  

ter verkrijging van de graad van doctor aan Tilburg University, op gezag van de rector 

magnificus, prof. dr. K. Sijtsma in het openbaar te verdedigen ten overstaan van een door het 

college voor promoties aangewezen commissie in de aula van de Universiteit op vrijdag 5 

juni 2020 om 10.00 uur door  

Wilhelmina Adriana Stienstra  

geboren op 5 februari 1983 te Zoetermeer. 

 

 

  



 

 

Promotiecommissie: 

 

 

Promotores:   prof. dr. X.Y.F. Martin 

   prof. dr. G.M. Duijsters 

Promotiecommissie:   prof. dr. J. Knoben  

prof. dr. N.G. Noorderhaven  

dr. B.M. Sadowski  

dr. L.M.A. Mulotte  

 

  



 

 

Acknowledgements 

I am thrilled that I made it to this milestone! It took over a decade, but now I am 

finally able to write the most honorable section of my dissertation: the acknowledgments. 

Since this dissertation shares characteristics with an ever-lasting alliance (pun intended for 

those that know the content of this dissertation), I have an enormous number of people to 

thank for getting me here. Therefore, although unconventional, I start upfront with the 

limitations of these acknowledgments. I am not able to personally thank all the people who, 

over the last approximately 15 years, helped me to become the person I am today. Thank you 

for every positive push or nudge that you have given me. If you are reading this and are 

disappointed not to see your name, I am sorry. Know that I feel grateful for all the love and 

support that I received. The support that I am talking about ranges from pointing out new 

theoretical ideas to telling me something that made me feel relaxed. Every talk counts. 

Although this is a milestone, it is not the end of the road. Therefore, besides giving thanks for 

all the support that lead up to me finishing my dissertation, I also already want to thank you 

for all your love and support that is to come.  

I would like to start the personal section by thanking my supervisor Xavier Martin. 

Your knowledge and sharp insights still have me in awe. Your example has shaped my way 

of thinking to such an extent that frequently when I raise a question in a seminar (for those 

that have not seen me in a seminar, I do this often), I feel that I am plagiarizing one of your 

earlier comments. I remember one dinner we had in which I brought up research about violins 

made from wood treated with fungi. In an experiment results indicated participants liked a 

fungi treated violin better than a Stradivarius. For a few minutes, I thought that I had told you 

something new, but then you added that the experiment had not been conducted in a 

traditional concert hall and that the results were not conclusive yet.   



 

 

Geert Duysters, without your positivism, I would not have been here now.  You 

believed in me and I hope I lived up to it. Besides your direct positive effect om my 

dissertation, both contentwise and emotionally, you showed me what type of speaker/lecturer 

I want to be. I think I have seen you teach that class on alliances at least 5 times, and still, I 

would sit in on another, and not just for seeing that graphic of the crashed train.  

I also want to thank the other members of my committee who, besides the wonderful 

insights during the pre-defense, contributed to my development in their own ways. Joris 

Knoben, I am not sure if you remember, but you were the one that explained to me what a 

PhD is, back when you yourself had not even started the process. Bert Sadowski, you are the 

author of one of the first papers on my chosen topic and thus shaped the foundation of this 

dissertation. Niels Noorderhaven, you allowed me to work at the Department of Management 

as a lecturer and by doing so gave me the possibility to finish the manuscript and become the 

teacher I am today. Louis Mulotte, we discussed my dissertation ideas years ago and your 

enthusiasm about sequencing showed me that there is enough potential for a full dissertation.  

Some of my current colleagues at the Department of Management have been there 

from when I started. Astrid Kramer and Cindy Kuijpers, since the beginning, our talks have 

always brightened my workdays. Since these conversations often revolve around our personal 

lives, they make me feel at home. Aswin van Oijen, four years ago, you invited me to teach 

beside you in that Strategic Management course. Throughout that course, you exposed me to 

teaching innovations that have taught me a lot and gave me even more ambitions.  I also want 

to thank Bert Meijboom, Nienke Boelhouwers, Marjan Groen, Jean-Malik Dumas, James 

Small, Fons Naus, and Alma Timmers for being such kind colleagues over the years.  

Many of my current colleagues joined the Management Department after me. Joyce 

Kox, I still miss you as a room- and coursemate and hope that you fulfill at least one of these 

roles again in the future. Wendy van de Valk, thank you for the wise lessons and fun talks.  



 

 

Bart Dormans, you were a multiple times lifesaver during the last miles of this dissertation. I 

also want to thank Carol Ou, Jeroen Kuilman, Vesna Nedimović, Renate van Dommelen, 

Lien Denoo and Arabela Ichim. Another thank you and a speedy end of the dissertation I 

wish to Vilma Chila, Stephanie Koornneef, Joris Berns, Jacob Derks and Roland van de 

Kerkhof who all showed me that you can write PhD papers much faster than I did.  

Also, several of the people that left the Management Department have been important 

to my development. Stijn van den Hoogen, you let me teach my first lecture, I still remember 

how nervous I was and how confident you were that I would do fine. Wolfgang Sofka who 

helped me understand the basics of Stata. Bart Vos, you always know how to compliment 

people, making them feel good about themselves.  Danielle Blettner, your nice personality 

and career driven mindset, should be an example to all. Koen van de Oever, we never got the 

chance to jointly teach a course, I still hope we will one day. I also will continue missing 

Mohammed Nasiri, Gerwin van der Laan and Susanne Brand.  

My academic career did not begin at the Management Department. I actually started 

with a Finance research master and I got there because Jos Grazell picked me out of a class to 

become a student assistant. Without him, I would not have started this endeavor; for years, I 

had been convinced that I would never go into research. Because Jos introduced me to the 

Finance Department, I started to view research in a different light. Unfortunately, Jos died 

before I could finish. Within the Finance Department, there are others that I worked with as a 

teacher’s assistant or who taught me during my research master. For example, Peter de Goeij, 

you always asked me about my progress without making me feel ashamed, but also Marco Da 

Rin, Fabio Braggion, Fabio Castiglionesi, Luc Renneboog, Korhan Nazliben and Martijn 

Boons (at least during the previous semester). 

I also want to thank the other old CIR management team members Leon Oerlemans, 

Marius Meeus, Martyna Janowicz, for all the given possibilities. I also like to thank Marieke 



 

 

Quant, Susan van Soest, Hilke van Nassau, Huub den Ouden, Ed Boschman and Henk Roest 

for their valuable insights and social interactions.  

I also found support outside the University.  My friends Kristen Eilander, Mariette 

Hooplot, Joyce Tol, Auke Deunk and Carolien van Heerebeek you more than once made me 

feel better when I doubted my ability to finish the PhD. Aukje Leufkens, you might have 

missed yourself in my formal colleague list, but that is not where you belong. I hope we keep 

inspiring each other creatively for the coming decades.  Also ‘uncle” Peter Cziraki, I want to 

thank you for your support over the years. 

So much happened since I started my research master. I lost two dads, my father and 

stepfather, both would have been so proud of me finishing. Thank you for the love and 

support that you gave me, even though you probably never fully understood what I was 

doing. Mama, I thank you for being a wonderful mom and friend. You have done better than 

you hoped and I am grateful for the example that you set. Besides my parents, I also want to 

thank my brothers and sisters and my parents in law for their contribution to my balanced 

personal life.  

Alongside creating this manuscript, I also brought forth four kids. Although only 

Tünde can read this (partially) for now, I already want to thank all of you for your 

contribution to my happiness. You for sure did not speed up the process of the dissertation, 

but you are part of what is most important to me in life. You make me want to be the best 

possible example.   

Dear Bence, I, of course, saved you for last. Your unconditional support, whichever 

choice I make, means the world to me. Even if I had given up, you would have been proud 

because you know I would not have taken such a decision lightly. I want to finish with a 

quote from a song that you put on your first mix tape to me: “ I hope you don’t mind that I 

put down in words, how wonderful life is while you’re in the world.”   



 

 

Table of Contents 

 

Chapter 1 ............................................................................................................................ 1 

General Introduction ......................................................................................................... 1 

Overview of the Literature on Acquisitions and Alliances .......................................... 3 

Partner Acquisitions: Concepts and Motivations ......................................................... 5 

Pre-acquisition Alliances and PA Outcomes ............................................................... 6 

Post-alliance Acquisition ............................................................................................. 8 

A Review of Empirical Evidence .............................................................................. 10 

Dissertation Definitions ............................................................................................. 11 

Dissertation Layout .................................................................................................... 12 

Chapter 2 .......................................................................................................................... 15 

Shifts in Tacit Knowledge and Governance Mode: Partner Acquisitions in 

Technology Alliances ............................................................................................................. 15 

INTRODUCTION ......................................................................................................... 16 

BACKGROUND ........................................................................................................... 19 

Mechanisms Explaining PA Occurrence ................................................................... 25 

Overall Likelihood of Acquisition of an Alliance Partner ......................................... 26 

PAs in Cross-border Relationships ............................................................................ 28 

The Similarity Motivation for PAs ............................................................................ 30 

High-tech Industry ..................................................................................................... 32 

Size Difference........................................................................................................... 34 

Joint Ventures ............................................................................................................ 35 

METHOD ...................................................................................................................... 37 

Data ............................................................................................................................ 37 

Variables .................................................................................................................... 38 

Dependent Variable: PA ............................................................................................ 38 

Independent Variables ............................................................................................... 38 

Control Variables ....................................................................................................... 40 

Models and Estimation Methods ............................................................................... 41 

RESULTS ...................................................................................................................... 42 

DISCUSSION AND CONCLUSION ............................................................................ 47 

Limitations and Future Research ............................................................................... 48 

Conclusions ................................................................................................................ 50 

Chapter 3: ......................................................................................................................... 52 



 

 

A Tighter Embrace: The Antecedents of a Governance Mode Shift Towards More 

Hierarchy ................................................................................................................................ 52 

INTRODUCTION ......................................................................................................... 53 

BACKGROUND ........................................................................................................... 56 

Alliance Content ........................................................................................................ 57 

Bilateral R&D ............................................................................................................ 60 

Opportunistic Behavior .............................................................................................. 61 

Coordination Needs and Benefits .............................................................................. 62 

Level of Control ......................................................................................................... 63 

Moderating Effects..................................................................................................... 64 

METHOD ...................................................................................................................... 68 

Data ............................................................................................................................ 68 

Variables .................................................................................................................... 69 

Dependent Variable ................................................................................................... 69 

Independent Variables for Hypothesis Testing .......................................................... 70 

Additional Alliance Content Variables ...................................................................... 70 

Control Variables ....................................................................................................... 71 

Models and Estimation Methods ............................................................................... 72 

RESULTS ...................................................................................................................... 74 

ADDITIONAL ANALYSIS .......................................................................................... 82 

Discussion .................................................................................................................. 91 

Limitations and Future Research ............................................................................... 93 

Conclusions ................................................................................................................ 95 

Chapter 4 .......................................................................................................................... 97 

Partner Acquisition versus Repeated Alliance: Effects on Firm Value ...................... 97 

INTRODUCTION ......................................................................................................... 98 

BACKGROUND ......................................................................................................... 100 

Acquisitions and Alliances: Performance Effects .................................................... 103 

Hypothesis Creation ................................................................................................. 106 

METHODS .................................................................................................................. 111 

Data .......................................................................................................................... 112 

Dependent Variable ................................................................................................. 113 

Independent Variables ............................................................................................. 115 

Control Variables ..................................................................................................... 115 

Models and Estimation Methods ............................................................................. 117 

RESULTS .................................................................................................................... 117 

DISCUSSION .............................................................................................................. 125 



 

 

Limitation and Future Research ............................................................................... 128 

Conclusions .............................................................................................................. 129 

Chapter 5 ........................................................................................................................ 131 

General Conclusions ...................................................................................................... 131 

CONTRIBUTIONS OF THE SEPARATE CHAPTERS ............................................ 132 

ADDITIONAL INSIGHTS ACROSS CHAPTERS ................................................... 136 

Minority Investment................................................................................................. 136 

Size Difference......................................................................................................... 137 

Timing ...................................................................................................................... 137 

MANAGERIAL CONTRIBUTIONS.......................................................................... 138 

LIMITATIONS AND FUTURE RESEARCH ............................................................ 139 

CONCLUSIONS .......................................................................................................... 141 

References ....................................................................................................................... 142 

 

 

 



Chapter 1 

 

1 

 

Chapter 1 

General Introduction 

One of the fundamental sets of questions in the management literature deals with how 

and where firm boundaries are set (Kogut & Zander, 1992; Santos & Eisenhardt, 2005; Seru, 

2014; Teece, 1992; Villalonga & McGahan, 2005), whereby a distinction is made between 

three primary means of shifting those boundaries: autonomous growth, alliances, and 

acquisitions (Arora, Belenzon, & Rios, 2014; de Man & Duysters, 2005; Geyskens, Steenkamp, 

& Kumar, 2006; Mudambi & Tallman, 2010; Poppo, 1998). Managing their company’s 

boundaries is a continuous, iterative process for firms, and they are constantly making decisions 

with regard to those three options when expanding (or, for that matter, retracting) them. Not 

only do companies face this ever-present produce, buy, or ally question, but the conditions 

under which it is asked also continually evolve (Shi, Sun, & Prescott, 2012; Yin & Shanley, 

2008). The appeal of each governance mode varies according to shifts within and outside the 

firm (Tallman & Shenkar, 1994), and it might first choose autonomous growth and then switch 

to either alliances or acquisitions later. Nevertheless, such decisions should ideally transcend 

individual instances (i.e., a single alliance or acquisition) and be part of a holistic view of how 

the combination of individual cases influences the firm (Arikan & McGahan, 2010; Asgari, 

Singh, & Mitchell, 2017; Hoehn-Weiss & Karim, 2014; Lavie & Miller, 2008; Zakaria & Genç, 

2017).  

In developing such a holistic view of the pallet of boundary-changing options, it is 

important for firms to take the complementarity of those options into account: that is, a 

combination of methods can lead to higher performance than sticking to one type (Shi & 

Prescott, 2012; Zollo & Reuer, 2010). One theoretically promising complementary 

combination is acquiring a firm that has been an alliance partner in the past. Acquisition of a 



General Introduction 

2 

 

former alliance partner can create all kinds of information and integration advantages 

(Agarwal, Anand, Bercovitz, & Croson, 2012; Arend, 2004; Hagedoorn & Sadowski, 1999; 

Higgins & Rodriguez, 2006; Porrini, 2004; Ragozzino & Moschieri, 2014; Yang, Lin, & Peng, 

2011; Zaheer, Hernandez, & Banerjee, 2010).  

The stream of academic literature concerning the empirical effects of partner 

acquisitions (PAs), however, remains undeveloped. There is nevertheless an interesting 

dynamic occurring in it. On the one hand, researchers seem to agree that, based on their low 

occurrence, PAs are irrelevant (Hagedoorn & Sadowski, 1999; Ragozzino & Moschieri, 2014; 

Yang et al., 2011). On the other, research has shown that the gains for an acquiring firm are 

significantly higher under certain conditions, such as when it acquires an alliance partner 

instead of acquiring a firm with which it was not previously allied (Higgins & Rodriguez, 2006; 

Porrini, 2004; Zaheer et al., 2010). While the evidence on the value of acquiring an alliance 

partner has become ever-more fine-grained, the antecedents of alliance partner acquisition have 

been remarkably understudied (Yang et al., 2011). This gap in the literature is surprising, 

because the acquisition of an alliance partner is a strategic choice and not a random event. 

Hence, understanding the conditions under which firms choose to acquire an alliance partner 

is critical to avoid mis-specifying or misinterpreting the promising research on the performance 

effects of such an acquisition (Shaver, 1998).   

This dissertation therefore attempts to demonstrate the empirical and theoretical relevance 

of the PA, in terms of both occurrence and performance. The problem statement of this 

dissertation is:  

What are the reasons why two firms engage in an alliance before one of them acquires 

the other, the conditions under which this happens, and how it relates to stock market 

performance? 
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We study the topic of PAs from different angles to create a comprehensive research study on 

this seemingly underappreciated topic in the hopes of advancing the research field of 

complementary effects between governance modes.  

Overview of the Literature on Acquisitions and Alliances 

Dyer et al. (2004) found that 82% of companies viewed alliances and acquisitions as 

alternative means of reaching the same goal. Both methods give an organization access to 

resources, markets, or technologies (Hennart, 1988; Vanhaverbeke, Duysters, & 

Noorderhaven, 2002; Zollo & Reuer, 2010). Alliances and acquisitions also have operational 

similarities; they entail similar initiation and ex-post transaction periods. Moreover, their 

success is predicated on the same sorts of organizational skills, such as partner selection, 

negotiation, and outcome evaluation (Arikan & McGahan, 2010; Zollo & Reuer, 2010). Even 

though alliances and acquisitions can fulfil similar goals and require similar skills, the research 

streams devoted to them have been developed in isolation, and most of that development has 

occurred in different fields. Research on acquisitions is more frequently performed by finance 

scholars, while that on alliances is favored by management scholars. 

Acquisitions have been covered in the academic business literature since the 1950s, 

mostly in terms of discussing best practices. Before that time, the literature on acquisitions was 

related to law and more interested in how and when acquisitions were legally allowed. Three 

decades after the start of the acquisition literature, that is, in the 1980s, business researchers 

started publishing about alliances between companies. The early papers were strongly inspired 

by the alliance activities occurring within the car industry, since companies from the U.S. and 

Japan had been forming big cooperative agreements. Prior to that, the academic literature 

considered alliances as something political, mostly concerning agreements between nations. 

The strong research interest in alliances and acquisitions is fueled by their level of 

occurrence in practice. Reuters reported that the first quarter of 2018 was the strongest global 
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mergers and acquisitions start ever, totaling some $1.2 trillion. That was on top of 2017, which 

saw over 50,000 deals for the third year in a row, the same kind of numbers seen at the height 

of the previous mergers and acquisitions wave in 2011. The deal volume for the first quarter of 

2018 actually went down by 10% compared to 2017, indicating that the size of the deals has 

gone up; bigger and bigger seems to be the trend. In the second quarter of 2019, mega deals 

once again set the pace, though total deal value started to decrease. We might now be over the 

top of this latest wave.  

Finding similar overview statistics for alliances is harder. Although firms have engaged 

in alliances ever since big organizations started to exist, they are somehow less reported on at 

the aggregate level. While a search of the Reuters news sites does give you many hits, the 

number of new articles is one third of that on acquisitions. Several larger industries are famous 

for their alliances, most notably the car industry and the pharmaceutical industry (Asgari et al., 

2017; Burgers, Hill, & Kim, 1993; Choi & Contractor, 2016; Oxley & Sampson, 2004).  

Despite the fact that the alliance and acquisition literatures were advanced by different 

fields of scholars, the two streams show many parallels. Each field in isolation has looked into 

the reasons that one or the other occurs versus autonomous growth (Asgari et al., 2017; Bos, 

Faems, & Noseleit, 2017; Kaul & Wu, 2016; Mowery, Silverman, & Oxley, 2002; Ozmel, 

Reuer, & Wu, 2017; Wassmer, Li, & Madhok, 2017). Each has also examined the learning 

effects of repeated use of the governance mode in question (Kale, Dyer, & Singh, 2002; 

Trichterborn, Zu Knyphausen-Aufseß, & Schweizer, 2016). Over the years, most of these 

parallel research fields have actually converged into combined alliances and acquisitions 

research fields on these overlapping topics. The result has been a large set of papers looking at 

the substitution effects of choosing either alliances or acquisitions (Arikan & McGahan, 2010; 

Balakrishnan & Koza, 1993; Das et al., 1998; Wang & Zajac, 2007).  
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Of course, methods that produce similar outcomes can be used not only as substitutes, 

but also, under certain circumstances, complementarily. Accordingly, more recently, the 

academic research has started looking into the complementary effects of alliances and 

acquisitions and spillovers among them (Shi & Prescott, 2011; Zollo & Reuer, 2010). This 

research into complementarity has led to a combination of the two isolated fields, alliances and 

acquisitions, in terms of the sequencing of governance modes (Goerzen, 2007; Gulati, 1995; 

Lioukas & Reuer, 2015), whereby the focus has been on the effect of acquiring an alliance 

partner, since that is seen as the most logical sequence. 

 

The following five pages are part of chapter 9 from the book Collaborative Strategy: A 

Guide to Strategic Alliances. The author of the dissertation has written that chapter to help 

ground the PA phenomenon in the alliance literature. The goal of the chapter precisely aligns 

with the goal of the dissertation's introduction: to explain the PA concept and discuss the two 

different types of PAs.   

Partner Acquisitions: Concepts and Motivations 

 “A PA involves a sequence whereby two parent firms form an alliance (or a series of 

alliances), and subsequently one of the parent firms acquires the other parent firm. Thus, a 

PA can be seen from two angles: (1) as an acquisition preceded by an alliance; or (2) as an 

alliance followed by an acquisition. The difference is much more than semantic, as the 

inferred motivations and conditions (such as about intentionality) depend on the angle. The 

first angle, looking back from the acquisition, asks whether and under what conditions a pre-

acquisition alliance occurred – as opposed to an acquisition between firms not previously 

allied. This implies looking at ways in which an alliance may ease a corporate acquisition, 

and whether this process is pre-determined. The second angle, looking forward from the 

alliance, pinpoints under what conditions a post-alliance acquisition may occur – as opposed 
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to the alliance getting dissolved completely or being followed by a new alliance. This raises 

questions about how an alliance may evolve so far as to prompt one partner to acquire the 

other, and whether this can be foreseen. Accordingly, we discuss effects on PA occurrence 

(and plausible success) from either angle in turn. Table 1 summarizes the main arguments. 

Table 1: Overview of explanations for alliance-to-acquisition sequences 

Partner acquisition 

 

Pre-acquisition 

alliance 

(acquisition 

facilitation) 

Post-alliance 

acquisition (dealing 

with alliance issue 

or evolution) 

Better target 

selection 

Opportunistic 

behavior 

Better valuation 

Decision making 

complexities 

Bid acceptance 

Financial distress of 

an alliance partner, 

or that partner 

receiving a third-

party acquisition bid 

Ease of post-merger 

integration 
 

Pre-acquisition Alliances and PA Outcomes 

Acquisitions have several types of drawbacks. We examine these over the acquisition 

timeline, from target identification through post-merger integration. Starting with target 

selection, information asymmetries endanger acquirer returns; expectation of this, in turn, 

challenges the target to credibly reveal its value (Reuer & Ragozzino, 2008). A pre-acquisition 

alliance can decrease the selection risk and enable acquirer-target matching by providing each 

parent with direct and continuous information about the partner firm (Agarwal et al., 2012; 

Arend, 2004; Hagedoorn & Sadowski, 1999; Higgins & Rodriguez, 2006; Porrini, 2004; 

Ragozzino & Moschieri, 2014). This makes it easier to decide if the other parent firm is a 
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suitable target (or acquirer). Consistent with this mechanism, alliances which are assumed to 

have a higher level of interaction have a higher likelihood to end in an acquisition (Yang et al., 

2011) and if this happens the acquisition creates more value for the acquirer (Porrini, 2004; 

Zaheer et al., 2010). 

Beyond target and acquirer identification, asymmetric information hampers valuation. 

A better understanding of the value of the assets of the partner firm will ease the process of 

determining a correct acquisition price (Higgins & Rodriguez, 2006). Relatedly, Reuer & 

Ragozzino (2008) found that previous alliances decrease the likelihood of the use of stock as 

payment in the acquisition. Stock as a payment method is associated with situations where the 

value of the target firm is harder to determine. An earlier alliance therefore seems to lower the 

threat of overpaying. 

Post-offer, the literature suggests a rather different benefit of pre-acquisition alliances, 

namely that an alliance would create a friendlier relationship between partners; though the 

trust mechanism commonly assumed for this (Gulati, 1995) may actually be detrimental to 

performance (Krishnan, Martin, & Noorderhaven, 2006). A friendly attitude facilitates bid 

acceptance and deal completion. Indeed, where bid acceptance is especially difficult amongst 

rivals, evidence shows that a previously allied target firm is more open to being acquired 

(Shleifer & Vishny, 2003). 

Finally, shared routines and greater mutual knowledge, as built over the course of an 

alliance (Kotabe, Martin, & Domoto, 2003), stand to ease post-acquisition integration and in 

particular unit and task alignment. An alliance also improves understanding of differences in 

corporate cultures and allows anticipation of integration issues (Agarwal et al., 2012; Al-

Laham, Schweizer, & Amburgey, 2010). A friendly relationship further facilitates post-deal 

integration. 
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In summary, the benefits of pre-acquisition alliance pertain to dealing with information 

asymmetry and to improved coordination and understanding between partners. Though rather 

different, these explanations are plausibly complementary, especially insofar as they deal with 

different stages of the acquisition process. 

Post-alliance Acquisition 

Seen from the second angle, an alliance being followed by a PA implies that at least 

one parent rethought their relationship not only with the alliance but also with the partner 

parent. An alliance can be seen as a way for firms to share assets without resorting to a merger; 

thus, a post-alliance acquisition implies a sharp rethinking (Hennart & Reddy, 1997; Reuer & 

Koza, 2000). A post-alliance acquisition can thus be explained by changes in the evaluation of 

an alliance, due to developments within or around the alliance. Specifically, it implies that the 

assets sought through the alliance, and more, remain valuable to one partner even if the other 

partner can no longer be relied on as such. We discuss three such scenarios. 

First, one oft-hypothesized problem of alliances is the threat of opportunistic behavior, 

whereby one-sided self-interest displaces collaboration (Hennart, 1988; Riordan & 

Williamson, 1985; Williamson, 1983). Opportunism may be associated in particular with hold-

up by one parent, or with unintentional knowledge leakage (prompting or resulting from a 

“learning race”). Acquiring the alliance partner may be a way to address the threat or 

consequences of opportunism by securing ownership of the partner’s assets – with the non-

trivial exception of human capital, because employees may leave – and aligning authority and 

control. 

Second, absent opportunism, decision-making complexities may hamper alliance 

functioning. The requirement or at least expectation of consensual decision-making (Dussauge, 

Garrette, & Mitchell, 2000) slows decisions and reactions to changing conditions. Uniquely, 

a PA – which would be more likely to be friendly in such a scenario – preserves access to both 
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partners’ resources while replacing inter-firm coordination with speedier intra-firm authority. 

This may be especially desirable in fast-changing environments. 

Third, even if decision-making in the alliance is smooth, exogenous events affecting 

either party may precipitate adjustment in the relationship (Cuypers & Martin, 2007). In 

particular, should partner A encounter a change in fortunes such as severe financial difficulties 

or a takeover bid by a rival of the other partner, then partner B may deem partner A’s 

contribution to the alliance important enough that it undertakes to acquire partner A outright. 

For the acquiring side the incentive is to ensure access to a resource, and avoid a potential 

hold up from a rival acquirer (Shleifer & Vishny, 1986). This scenario assumes that partner 

A’s contributions to the alliance cannot be separated from the rest of partner A’s assets at PA 

time; this indigestibility condition is realistic as it is among those that precipitate an alliance 

in the first place (Hennart, 1988). 

In summary, we identified three scenarios whereby an alliance devolves into a PA. 

Unlike the cumulative motivations for a pre-acquisition alliance, these three post-alliance 

acquisition scenarios are mutually exclusive. Thus, we can compare their logic. A change in 

partner attitude may lead to PA, as in the first two scenarios; however, in these cases we can 

conclude that the alliance was the wrong governance choice (because at least one party failed 

to anticipate opportunism or complexities), and an acquisition from the start would have been 

just as good if not better. Furthermore, aside from the question of how realistic the opportunism 

scenario is, it implies high costs to the acquirer (financial and reputational). Conversely, in 

the third scenario the PA occurs in part because partner A is contributing positively to the 

alliance from partner B’s perspective. Furthermore, an alliance was justified. We thus deem 

this third scenario more logical and exemplary for managerial practice.  
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A Review of Empirical Evidence 

There are several ways to measure if and how often alliances are followed by PAs. One 

is to sample both alliance and acquisition announcements and include an independent variable 

measuring prior alliance. Following this approach, Vanhaverbeke, Duysters, & Noorderhaven 

(2002) found that alliances are more prone to be followed by a PA than by another alliance. 

Conversely Wang and Zajac (2007) found that having performed an earlier alliance increases 

the likelihood of another alliance. Sample differences might explain the conflicting findings: 

Vanhaverbeke et al. (2002) sampled R&D alliances whereas Wang & Zajac (2007) examined 

all alliances in a broad cross-industry sample. 

Another possibility is to sample alliances generally and look at how many are followed 

by an acquisition PA. Using this approach, Hagedoorn & Sadowski (1999) found that 2.6% of 

R&D alliances end in a PA. Looking from the opposite angle, based on a broad sample of 

acquisitions, Ragozzino & Moschieri (2014) found that 1.3% of acquisitions are preceded by 

an alliance. In both cases, one latent issue with the research design is that alternatives to the 

PA sequence are not fully observed, so unobserved heterogeneity is a threat to inferences. 

Instances where a PA was among the future options considered initially, but was not deemed 

optimal eventually, are not visible as such. Thus, the above statistics underestimate the use of 

strategies that include a potential PA. In essence, selecting the right control group is crucial 

for PA research: Not all alliances are meant to be long-lived or continued (Bakker, 2016), and 

not all acquisitions may benefit from an earlier alliance (Ragozzino & Moschieri, 2014).” 

(Stienstra & Martin, 2017, p 82-87) 

This dissertation attempts to contribute to the search for the right control group.  Instead 

of considering the entire alliance universe, or all acquisitions, we propose to only compare PAs 

to a group of alliance relationships with explicit long term potential. One indication of long 

term potential within an alliance relationship is the formation of a sequential alliance between 
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the two partners. Within this dissertation, these so-called repeated alliance relationships are 

taken as the control group to compare PAs to. Chapter 2 explains this choice in detail.  

By comparing PAs to repeated alliances, we frame the PA as a governance mode switch. 

The relationship between the partners started with an alliance, but later the partners explicitly 

choose an acquisition over-performing another alliance. By using this different control group, 

the dissertation attempts to reconcile the conflicting findings that indicate that while PAs seem 

to add value (Higgins & Rodriguez, 2006; Porrini, 2004; Zaheer et al., 2010), firms do not seem 

to be using them (Hagedoorn & Sadowski, 1999; Ragozzino & Moschieri, 2014; Yang et al., 

2011). 

Dissertation Definitions   

An acquisition is defined as an action by which two organizations that were once truly 

separate are combined into a single organization. This can consist of a merger between equals 

or one firm obtaining a majority equity ownership stake in the other (Hagedoorn & Duysters, 

2002). Meanwhile, Gulati (1998) defines an alliance as “a voluntary resource exchange 

arrangement between firms engaged in the co-development or provision of services, products 

or technologies.” An alliance encompasses any form of agreement to jointly develop, 

manufacture, and/or distribute products (Grant & Baden-Fuller, 2004; Gulati & Singh, 1998; 

Porter, 1985).  

The definition of an acquisition explicitly excludes a joint venture buyout. In a joint 

venture buyout, company A buys the remaining shares of entity C, of which it was already part-

owner, from company B, its joint venture partner. Due to the fact that entity C was already part 

of company A, a joint venture buyout is not considered an acquisition according to the 

definition used in this dissertation. However, if an acquirer obtains a majority stake of the 

equity in a target firm it already has a minority stake in as part of an alliance arrangement (i.e., 

the initial equity stake was arranged alongside the alliance), we consider this an acquisition. In 
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this latter case, it is evident that the acquirer and the target were truly separate entities before 

the alliance and accompanying initial minority investment took place. 

We have considered in our research all of the possible cooperation mechanisms that 

companies themselves deemed important enough to announce to the press as alliances, such as 

purchasing agreements, joint development agreements, and marketing pacts. This is thus an 

extensive definition of alliance. We do exclude consortia, or alliance agreements between 

multiple firms, from our analysis. Because a consortium involves more than two companies, 

the processes are much more complex. Indeed, determining which of the partners in a 

consortium might acquire another could form the material for a dissertation in its own right 

(Fonti, Maoret, & Whitbred, 2017).  

Dissertation Layout 

The dissertation addresses a series of research topics related to the phenomenon of PAs. 

First, it revisits the relevance of the PA phenomenon by examining how frequent it is relative 

to comparable corporate development outcomes. Second, it takes a new look at the antecedents 

of PAs, both theoretical and empirical. Third, it examines PA performance outcomes in a 

different way than has been done up until now. Finally, the concluding chapter summarizes the 

lessons learned in each of the chapters and discusses future avenues of PA research. 

 

Chapter 2 

Chapter 2 presents the first empirical paper. It aims to demonstrate the relevance of the 

PA phenomenon by showing that PAs occur frequently enough to be interesting. This chapter 

is an extension of Hagedoorn and Sadowski (1999). It puts the likelihood of PA occurrence in 

a different light by using an alternative, more comparable, control group, namely repeated 

alliances. That is, the paper examines how likely a PA is in cases where two firms start out 

with an alliance and then conduct either a subsequent alliance or a PA. Such a sampling 
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framework focuses on firms that have the potential for longer-term interaction. Besides 

attempting to show the relevance of the phenomenon in this light, the paper tries to contribute 

to the literature by explicitly theorizing about the difference between initial and sequential 

choice. The chapter thus discusses how the effect of variables that drive the choice between 

alliance or acquisition differs depending on whether two firms are partnering for the first time 

or are involved in a repeated relationship. The paper thus explicitly tries to address the gap in 

the literature about initial and sequential choice mechanisms for choosing an alliance or 

acquisition (Chang & Rosenzweig, 2001). 

 

Chapter 3 

Chapter 3 presents the results of an in-depth investigation of the antecedents of PAs 

using a fine-grained alliance content categorization. It builds on Chapter 2, in which repeated 

alliances were introduced as a control group. In Chapter 3, the activities of earlier alliances are 

used as a main predictor of PA likelihood. The paper imposes a detailed categorization of 

alliance activities by taking into account both functional content (operational, marketing, and 

R&D) and activity direction (bilateral versus unilateral). The paper uses the categorization as 

a proxy for anticipated partner dynamics over the course of those alliances. Existing research 

points in the direction of bilateral R&D being the main driver of PA occurrence. This second 

paper therefore creates one main and three interaction hypotheses about bilateral R&D 

alliances in an attempt to prove the predictions which logically follow from the literature. 

Empirical hypotheses are tested, followed by additional in-depth exploratory analysis to get an 

even closer look at what is driving PAs.  
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Chapter 4 

Our third empirical paper is presented in Chapter 4, in which the performance effects 

of PAs are investigated. This chapter investigates the stock market performance (abnormal 

returns) associated with an initial alliance that we know (retrospectively) will either end in a 

subsequent PA or be followed by another alliance between the same partners. It attempts to 

investigate the situations in which a PA creates more value than performing another alliance 

by following the assumptions of the efficient market hypothesis, which assumes that the value 

of a future PA should already be partially visible in the performance effects from the first 

alliance.  

The existing literature has found a large discrepancy between the abnormal returns for 

acquirer and target, and Chapter 4 investigates whether that performance discrepancy is already 

visible in the initial alliance. In an attempt to thoroughly investigate the discounting of future 

performance in the original alliance announcement effect, we also look at joint venture effects, 

since joint ventures in particular can be a signal to the market that the allying firms have a 

higher likelihood of ending up in PA (Hagedoorn & Sadowski, 1999).  
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Chapter 2 

Shifts in Tacit Knowledge and Governance Mode: Partner 

Acquisitions in Technology Alliances1 

 

This paper proposes a new type of control group for research into the phenomenon of 

alliance partner acquisition. In this, we take having a first alliance as a prerequisite, the event 

of interest being the sequential choice of either seeking another alliance with the same partner 

or acquiring the partner. The acquisition of an alliance partner is therefore framed as a 

governance mode shift, shifting away from the alliance format towards acquisition.   

The paper is an extension of the pioneering work of Hagedoorn and Sadowski (1999). 

Following Hagedoorn and Sadowski (1999), we only investigate R&D alliances while testing 

how the occurrence rate of PAs is driven by several relationship characteristics. While 

revisiting the hypotheses proposed by Hagedoorn and Sadowski (1999), we use a cross-

industry sample spanning 22 years of data. Within our sample of repeated R&D relationships, 

38% of dyads perform a PA instead of another alliance, showing that PAs have a similar 

occurrence as repeated alliances. In addition to a high-tech industry relationship, we also find 

an effect for similarity and cross-border - in line with the ideas of Hagedoorn and Sadowski 

(1999).  

                                                 
1 This chapter is the result of joint work with Xavier Martin. 
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Introduction 

Organizations regularly use alliances and acquisitions to reshape their activity portfolio 

(Ahuja & Katila, 2001; Arikan & McGahan, 2010; Gulati, 1998; Haleblian, Devers, 

McNamara, Carpenter, & Davison, 2009; Hamel, 1991; Shleifer & Vishny, 2003). The 

literature on this topic describes many advantages of both of these governance modes; yet, 

despite the frequency with which they are used by organizations, both are generally treated as 

irrelevant or negative in a company’s overall performance (Agrawal, Jaffe, & Mandelker, 1992; 

King, Dalton, Daily, & Covin, 2004; Mitchell & Lehn, 1990; Moeller, Schlingemann, & Stulz, 

2004). It is only under specific circumstances that alliances and acquisitions have proven to be 

profitable endeavors, as in cases of high relatedness between the companies and size 

differences (Andrade, Mitchell, & Stafford, 2001; Chan, Kensinger, Keown, & Martin, 1997; 

Das, Sen, & Sengupta, 1998; Kale et al., 2002). One situation, however, that seems very 

profitable in theory is the acquisition of an alliance partner (Al-Laham et al., 2010; Arend, 

2004; Porrini, 2004), although this phenomenon is considered rare based on the empirical 

research (Hagedoorn & Sadowski, 1999; Ragozzino & Moschieri, 2014; Yang et al., 2011). 

This paper intends to show, through an extension of Hagedoorn and Sadowski (1999), that the 

phenomenon of alliance partner acquisition deserves renewed attention, both empirically and 

conceptually. 

There are several theoretical advantages to acquiring an alliance partner, a process also 

known as partner acquisition (PA) (Stienstra & Martin, 2017).  To begin with, the acquisition 

of an alliance partner should be easier than a stand-alone acquisition (Agarwal et al., 2012; 

Zaheer et al., 2010): overall valuation and the discovery of synergies should be more 

straightforward among alliance partners (Porrini, 2004). Moreover, the acquisition of an 

alliance partner can resolve the problems arising from a bad alliance, overcoming a variety of 
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opportunistic behavior problems, such as holdups or knowledge leakage (Dirks, Lweicki, & 

Zaheer, 2009).  

While researchers thus agree, theoretically, on the broad palette of possible advantages 

of a PA, they nevertheless seem to agree on its irrelevance in practice. Hagedoorn and 

Sadowski (1999), Ragozzino and Moschieri (2014), and Yang et al. (2011) have all found 

occurrence percentages below 3% within either the entire population of alliances or the entire 

acquisition population. Such conclusions may, in fact, explain why the research field of PA has 

never truly developed.  

We argue that this irrelevancy is unwarranted given that the existing research compares 

PA, perhaps unfairly, to either the entire universe of first alliances or to the entire population 

of acquisitions. Firstly, not all alliance relationships are built to last (Bakker & Knoben, 2014) 

nor would they benefit from the advanced levels of integration and increased coordination 

possibilities that an acquisition can provide; secondly, not all acquisitions suffer from the same 

level of asymmetric information (Reuer & Koza, 2000), nor would they benefit from an earlier 

alliance. 

While it is true that PA constitutes only a very small percentage of the enormous pool of 

governance modes actually enacted, it is a mode that is more likely to be adopted for alliance 

relationships with long-term potential. This is because the advantages that a PA can deliver are 

all long-term oriented. We argue, therefore, that it would be better to compare a PA to repeated 

alliance relationships rather than all alliances.  

In PAs, the companies involved have at least two moments of choice: one that led to 

the first alliance and one that led to the acquisition. By viewing the PA as a switch in the mode 

of governance, that is an acquisition instead of another alliance, it becomes obvious that a 

control group comprised of the entire universe of alliances is too broad. A comparable sample 

should look at dyads that also have at least two such moments of choice, as is the case with 
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repeated alliances. Mellewigt, Thomas, Weller, and Zajac (2017) had the same thought: they 

performed an experiment in which managers had to choose between either another alliance or 

an acquisition based on written scenarios. They found that about 44% of the managers would 

choose acquisitions over alliances. 

We have chosen to shape this paper as an extension of the pioneer study of alliance-to-

acquisition by Hagedoorn and Sadowski (1999). Their paper was the first to look explicitly 

into the occurrence of PAs, even though it found surprisingly few.  Of its seven hypotheses, 

only one was supported. This paper uses the same concepts for hypothesis testing as Hagedoorn 

and Sadowski (1999). The goal of this extension paper is to broaden the knowledge about the 

PA phenomenon by using a different type of control group but a similar R&D setting as 

Hagedoorn and Sadowski (1999). It does not use the same population nor the same research 

method, but the spirit of the analysis and data type is similar. We also add an in-depth 

discussion on how the stable relationship variables, proposed by Hagedoorn and Sadowksi 

(1999), can affect sequential choice differently.   

For our extension study, we use a sample of repeated relationships (both PAs and 

repeated alliance relationships) covering 22 years and multiple industries, all R&D-related 

alliances. Our paper shows that, of the repeated R&D relationships we tested, 38% constituted 

an acquisition of an alliance partner. As a result, the PA phenomenon seems a far from 

irrelevant shift in governance mode in a long-term oriented relationship. 

As part of this study, we also revisit the theoretical argumentation of the relationships 

proposed by Hagedoorn and Sadowski (1999). Given the exploratory nature of their original 

study, they used as their independent variables the factors influencing the initial choice between 

a first alliance and a straight-out acquisition. While there is a rich and insightful stream of 

literature on this choice (Garrette & Dussauge, 2000; Hagedoorn & Duysters, 2002; Wang & 

Zajac, 2007), we argue that the choice for a second governance mode within the same 
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relationship likely entails different dynamics than the initial choice. Our paper addresses this 

issue with a detailed discussion of the effects of the drivers at the sequential choice moment.  

We aim to make two main contributions with this study. First, by comparing PAs to 

repeated alliances, we show that PAs are not as irrelevant as has been implied in previous 

studies. We conclude that the PA is a relevant phenomenon based on its frequency of 

occurrence compared to the frequency of occurrence of repeated alliances. Our second 

contribution is to show the need for a deeper theoretical underpinning of how a choice between 

alliance or acquisition as a governance mode differs for a sequential choice versus an initial 

choice. We explain that the mechanisms that drive sequential choice might theoretically differ 

from initial choice, but we cannot test it empirically because the predicted sign directions are 

the same.   

 

Background 

In this paper, we define a PA as a dyadic relationship between firms in which the firms 

originally had one (or multiple) alliances and then one of the two firms acquired the other or 

there was a merger. Under this definition, we explicitly refrain from modeling whether the PA 

was achieved through a merger or an acquisition: both options are considered the same for our 

purposes.  

The goal of this paper is to show the relevance of studying PAs. In pursuit of this goal, 

this paper is framed as an extension to the study of the early exploratory work of Hagedoorn 

and Sadowski (1999).  

In this background section we raise questions about the difference between initial and 

sequential choice situations. Existing literature has not explicitly looked at how sequential 

choice antecedents might differ from initial choice antecedents. While the value of the usual 

relationship antecedents predicting the choice of alliance versus acquisition, such as size 
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difference or industry similarity, remains the same, the relationship between the dyad partners 

inevitably changes to some extent through the initial alliance. These changes might affect the 

role that these stable relationship variables play in the decision between another alliance or an 

acquisition. This gap in the literature means that it is difficult to predict when a PA is likely. 

Therefore, we reflect on the possible mechanisms driving the likelihood of PA, based on these 

stable relationship indicators.  

Most of the papers on the choice between an alliance or an acquisition only discuss the 

initiation of the relationship. Although they do not always explicitly mention this, these papers 

implicitly examine whether a prospective new tie is formed as an alliance or an acquisition 

(Chi, 1994; Garrette & Dussauge, 2000; Hagedoorn & Duysters, 2002; Hennart & Reddy, 

1997; Hoffmann & Schaper-Rinkel, 2001; Villalonga & McGahan, 2005). Only a few papers 

also look at the sequential governance mode choice, that is the selection of another alliance or 

acquisition after the initial pairing. Vanhaverbeke, Duysters, and Noorderhaven (2002) and 

Wang and Zajac (2007) both tried to determine the effect of alliance history on the likelihood 

of choosing an acquisition over an alliance for further partnerships, but the two papers found 

opposing effects, with Vanhaverbeke et al. (2002) finding that alliances lead to acquisitions 

and with Wang and Zajac (2007) finding that alliances lead to more alliances. This in itself 

argues for more research on the topic of PAs. 

Hagedoorn and Sadowski (1999), Ragozzino and Moschieri (2014), and Yang et al. 

(2011), meanwhile, focused on the PA phenomenon itself. These three papers agree on the low 

level of occurrence of PAs (all below 3%) and the fact that the very rare PA phenomenon is 

driven by R&D activities, but none of them describe how the choice of alliance versus 

acquisition is different in an initial choice versus a sequential one. These papers either ignore 

the initial choice or assume that the sequential choice of governance mode is comparable to the 

initial situation.  
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There are several aspects that make a sequential choice different from an initial one. 

First, if an alliance is followed by a PA, then the relationship between the two firms is willfully 

extended beyond the initial alliance, explicitly indicating a long-term perspective. The 

relationship has been deemed important enough for the two parties to remain united. This is 

not the case in most initial alliance relationships, because forming a first alliance does not 

automatically indicate a long-term focus for the dyadic relationship. Most alliances are “one-

shot”, in that after the initial alliance, the partners do not pursue a further formal relationship 

with each other (Gulati, 1995). These one-shot alliances are also often designed for a finite 

duration (Bakker & Knoben, 2014; Cuypers & Martin, 2010). Even alliances that were created 

without a predetermined finite duration do not necessarily last long: either they are dissolved 

upon accomplishing their goal, or relational issues or changing conditions render the 

collaboration obsolete (Ariño, 2003; Park, Jun, & Shocker, 1996). The mere fact of reaching 

the stage at which companies must make a sequential choice between either a second alliance 

or acquisition shows that the relationship itself has a relatively long-term potential. 

Second, these sequential choices differ from initial governance choices because the 

organizations now share a history. Reciprocal knowledge and routines already exist between 

the partners; these partner-specific aspects are stronger and more specific than those that arise 

when a firm sequentially allies with different partners (Gulati, Lavie, & Singh, 2009). Shared 

history can be positive or negative, but both options affect the optimal choice of sequential 

governance mode.  

A positive shared history allows for better coordination and information sharing and the 

pursuit of newly created or otherwise undiscovered synergies (Kotabe et al., 2003). Such 

partner-specific aspects have been found to increase the performance of an alliance (Hoang & 

Rothaermel, 2005; Jiang, Xia, Cannella, & Xiao, 2018). A negative shared history, one that 

might be colored by opportunistic behavior or other forms of distrust (Hennart, 1988; Riordan 
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& Williamson, 1985; Williamson, 1983), can make the option of an alliance, which hinges on 

trust, much less attractive. In either event, the existence of partner-specific aspects is likely to 

affect the optimal choice of sequential governance mode.  

Third, it can be assumed that at least some form of self-selection takes place in the 

sequential choice process. A more successful alliance will have a higher likelihood of the 

relationship being extended compared to unsuccessful alliances (Anand, Mulotte, & Ren, 2016) 

because the expectations of success are likely higher than for initial partnerships. Again, 

sequential choices are inherently different from initial ones. 

Ultimately, then, a PA is a long-term commitment between partners who have known 

each other ever since their initial alliance and who wish to extend their activities beyond the 

original alliance. Indeed, PAs described in the literature focus on their long term advantages 

(Stienstra & Martin, 2017). It is unsurprising, on the other hand, that earlier research showed 

that only a fraction of all initial alliances end in a PA (Hagedoorn & Sadowski, 1999; 

Ragozzino & Moschieri, 2014; Yang et al., 2011) given that most initial alliances are one-shot 

arrangements not intended to  end in an acquisition. One-shot alliances are structurally and 

strategically different from alliances that might end in a PA. They do not have the time horizon, 

depth, or importance to the partners that would make them potential foundations for a PA, or 

any comparable form of continued relationship -  aside from which the transaction costs 

associated with integrating their activities more closely in a PA strongly outweigh the 

advantages to be gained (Gulati & Singh, 1998). In the quest to predict when a PA will take 

place, therefore, researchers would ideally be able to separate long-term potential alliance 

relationships from one-shot alliances and then only look among the former for the conditions 

under which PAs occur.  

The failure to separate one-shot alliances from long-term beneficial relationships can 

be problematic, especially if the first group is much bigger than the second. To illustrate this 



Chapter 2 

 

23 

 

problem, imagine a group of animals consisting mostly of giraffes (short-term alliances) but 

which also includes horses (alliances with long-term potential that do not end in a PA) and 

zebras (PAs). If a researcher is interested in the difference between horses and zebras but 

simply looks at the difference between zebras and the rest of the group, the researcher would 

conclude that the thing that sets a horse apart from a zebra is the length of the neck. In other 

words, if PAs are investigated against all initial alliances, the results will show how they differ 

from one-shot alliances but not the conditions under which a PA is chosen; they will ignore the 

heterogeneity among alliances that do not end up as a PA.  

Clearly, then,  PA research should focus on investigating the circumstances under 

which a long-term alliance potential actually shifts towards acquisition, rather than towards 

other forms of  alliance relationships such as  a repeated alliance where allied partners create a 

new alliance with each other. Such a repeated alliance does not have to contain exactly the 

same activity as the previous alliance, but does indicate an alternative choice  over the 

acquisition format.  

There is a rich literature stream on repeated alliances (Goerzen, 2007; Gulati, 1995; 

Gulati et al., 2009; Hoang & Rothaermel, 2005; Jiang et al., 2018; Rothaermel & Deeds, 2006), 

which shows that the occurrence of repeated alliances is considered large enough to be 

interesting. Firms have a higher likelihood of forming an alliance with a firm with which they 

have entered into an alliance in the past than with another firm (Gulati, 1995; Mellewigt et al., 

2017; Villalonga & McGahan, 2005; Wang & Zajac, 2007). This is not to say that any given 

alliance is likely to be repeated – again, most are one-shot. However, from the standpoint of a 

partner firm, if a firm creates an alliance, its partner is more likely to be a previous partner than 

a firm with which it has not already had an alliance (Gulati, 1995; Villalonga & McGahan, 

2005; Wang & Zajac, 2007). 
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Alliances that are repeated between the same partners are generally distinct from those that are 

not repeated, for reasons discussed earlier pertaining to how initial and sequential choices of 

governance modes differ.  

When an alliance partner is acquired, the relationship is also continued. However, there 

is clearly a a different governance mode, characterized by a heavier level of hierarchy (Yin & 

Shanley, 2008).  

The differences between repeated alliances and PAs  lead us to the following research 

question: When is an acquisition preferred over another alliance, given that both extend the 

relationship between the two partner organizations? This setup is in line with the experiment 

of Mellewigt et al. (2017).  

 

 

Figure 1 Decision making tree for inter-firm relationship decisions 
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Our paper assumes repeated alliances to be the logical alternative to PAs and uses them 

as the comparison group for empirical purposes. The explicit assumption that is made about 

the decision making process is that firms first decide to extend the relationship and must then 

decide which governance mode to use. Figure 1 shows the assumed decision tree. By only 

taking into account firms that extend the relationship, we can investigate the determinants of 

switching governance mode.  

Mechanisms Explaining PA Occurrence 

The extensive body of literature on initial governance choice has established the effects 

of several relationship variables on the choice between an initial alliance and an initial 

acquisition. Examples of those variables are cross-border relationships, similarity among 

partners, high-tech industry involvement, and size differences. Alliances are generally 

preferred if the partners are from different countries if there is a size difference between them, 

or if the relationship is formed in a high-tech industry (Garrette & Dussauge, 2000; Hagedoorn 

& Duysters, 2002; McCann, Reuer, & Lahiri, 2016; Vanhaverbeke et al., 2002; Villalonga & 

McGahan, 2005; Wang & Zajac, 2007). These rather stable-over-time variables were used by 

Hagedoorn and Sadowski (1999) to predict the likelihood of PAs. However, when using the 

variables that have been proven to predict the choice between an initial alliance and acquisition 

to predict PA occurrence, two distinct mechanisms can be at play. 

First, the dyads have been chosen incorrectly at the first choice moment. The alliance 

governance mode was selected, but the expected performance of both governance modes in 

that situation should have pointed to an acquisition. The first alliance should then be viewed as 

a mistake that can be fixed by the sequential choice of a PA. The PA is driven by the same 

antecedents as initial choice literature because the sequential choice is simply a repetition of 

the first choice, but now taken correctly. We label this as the Mistake mechanism. 
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The second option is that the relationship between the partners actually changes under 

the influence of the initial alliance. We label this as the Change mechanism. The value of the 

aforementioned independent variables might not change, but their effect on a new choice might. 

This is due to the fact that these broad relationships and firm characteristics play a role in 

multiple processes within the relationship. The variable ‘similarity’, for example, may increase 

the opportunity for efficiency gains through the tight coordination provided by an acquisition 

(Dussauge et al., 2000), while decreasing the need for tight coordination on the other hand 

because the companies share a high mutual understanding through their similarity (Hennart & 

Reddy, 1997).  

 In the next section, we revisit the relationships originally tested by Hagedoorn and 

Sadowski (1999). While revisiting their proposed antecedents, we highlight the distinction 

between arguments that see the PA as a way to fix a mistake and those that see it as an effect 

of changes within the relationship.  

Overall Likelihood of Acquisition of an Alliance Partner 

The first hypothesis of Hagedoorn and Sadowski (1999) was about the general tendency 

of a PA occurring. “Hypothesis 1: Strategic technology alliances lead to the formation of 

M&As whereby participating companies are taken over or merged and the strategic technology 

alliance is transformed from shared to single ownership.” They found a very low incidence of 

alliances turning into acquisitions, namely 2.6%.  

Since then, two other papers have tried to determine the general effect of alliance 

history on the likelihood of a PA being performed, but they found opposing effects. 

Vanhaverbeke et al. (2002) found that alliances lead to PAs and Wang and Zajac (2007) found 

that alliances tend to lead to repeated alliances. The Vanhaverbeke et al. (2002) study 

concerned a sample from the high-tech industry and found that the greater the number of 

alliances between two partners, the greater the likelihood of an acquisition occurring in 
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preference to another alliance. Wang and Zajac (2007), meanwhile, determined in a more 

general sample that repeated alliances with the same partner more frequently led to another 

alliance than to an acquisition.  

 

 

The literature shows that companies choose alliances more often than acquisitions when 

they first enter into partnership. Table 1 provides an overview of the sample distributions in 

relevant articles. 

The Mistake mechanism assumes that PAs happen because of a mistake made at the 

time of the initial choice, when an alliance was chosen in preference to an acquisition. For 

many of such companies, a PA would be required to correct the mistake. If the initial decision 

was incorrect, though, it seems logical to assume that future decisions might also be incorrect. 

If a large proportion of first alliances turn into PAs, an even bigger fraction of relationships 

would have had to have been formed incorrectly as alliances according to the Mistake 

mechanism. This due to the fact that it is likely that not all dyads will fix their original mistake.   

The second explanation for expecting a PA is that, through the alliance, either the 

relationship between the partners or the partners themselves change to such an extent that the 

optimal choice of partnership form now differs. Seeing that alliances are indeed found to often 

change the relationship between partners, or the partner themselves (Mowery et al., 2002), it 

Table 1 Overview of existing literature on the sequential choice between alliance and 

acquisition 

 

 Acquisitions Alliances Sample 

Excluded 

Alliance Type 

Villalonga and 

McGahan (2005)  

2307 5358 
Cross-industry 

 30% 70% 

Vanhaverbeke et 

al. (2002)  

140 145 
Special 

integrated 

circuits industry 

No licensing 

agreements or 

production and 

marketing 49% 51% 

Wang and Zajac 

(2007)  

519 591 
Cross-industry 

 47% 53% 



Shifts in Tacit Knowledge and Governance Mode 

28 

 

seems a real possibility that changes due to initial alliances could explain a large fraction of 

PAs. The Mistake argument is likely to lead to lower levels of PA occurrence than the Change 

argument.   

PAs in Cross-border Relationships  

Hagedoorn and Sadowski (1999) predicted PAs to be particularly likely in cross-border 

relationships. “Hypothesis 2: If the transformation from strategic technology alliances to 

M&As occurs, the share of these M&As will be disproportionately higher for international 

strategic technology alliances than for domestic strategic technology alliances.” They 

provided two arguments for this expectation: the first related to the decrease of asymmetric 

information through a PA, while the second related to a greater need for control in cross-border 

relationships. Their results showed a negative, statistically insignificant effect for cross-border 

relationships.  

Hagedoorn and Sadowski (1999) argued that the total utility of performing a PA is 

higher in cross-border relationships than in domestic relationships. Cross-border inter-firm 

relationships are expected initially to happen through alliances and not through acquisitions 

because of information asymmetry. The high level of information asymmetry across borders 

makes an initial acquisition risky in the face of valuation complexities (Chen, Kale, & 

Hoskisson, 2018; Gulati, 1995; Hennart & Reddy, 1997). Hagedoorn and Sadowski (1999) 

expected that information asymmetry would decrease through an alliance, thereby increasing 

the possibilities of a successful PA. They assumed that the bigger the learning the gap, the more 

learning that occurs and that an alliance creates extra value through a cross-border relationship. 

This argument fits best with the Change mechanism, whereby the alliance changes something 

in the relationship between the two partners. 

This argument is contradicted by the findings of Coff (1999) and Chen et al. (2018). 

These studies show that valuable learning occurs more successfully between partners who 
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understand one another than between partners who do not. Companies from the same country 

understand their partner counterpart better than those from different countries (Hamel, 1991). 

As a result, the decrease in asymmetric information among firms from the same country should 

lead to more valuable learning than in cross-border relationships. Although cross-border 

alliance partners might learn more in total about each other than same-country companies, 

cross-border companies have a lower likelihood of successfully capitalizing on this decrease 

in information asymmetry. An alternative prediction would be that although the total learning 

might be greater in cross-border alliances, it is shared nationality that leads to the type of 

learning that produces a PA.  

Hagedoorn and Sadowski (1999) gave a second explanation for their predicted positive 

cross-border effect. An acquisition is viewed as a better form of control than alliance, especially 

in an international setting (Das & Teng, 1996; Gulati & Singh, 1998). Various methods of 

control might all work equally well between firms from the same country, but, in an 

international setting, an acquisition is considered better since it better facilitates the 

enforcement of contracts in unfamiliar environments. This alternative argument from 

Hagedoorn and Sadowski (1999) assumes that a mistake was made in the initial governance 

mode choice: the dyad should have opted for an acquisition from the beginning.  

The argument that cross-border firms have a higher likelihood of engaging in a PA as 

a result of the Mistake mechanism is  built on the assumption that an acquisition instantly 

provides the advantages of being a single firm. It assumes that an unfamiliar environment 

makes a shared-power relationship hard to maintain, because one of the two partners (the home 

country firm) has a better understanding of the environment. However, even though this power 

disparity probably does exist, a PA will not necessarily “fix” this situation. A PA does not 

automatically give the combined firm the advantages of “the firm” as described by (Kogut & 

Zander, 1992), since combining two companies is not the same as having been one company 
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from the start. Shared culture, experiences, and routines need to grow organically (Kogut & 

Zander, 1992). Indeed, acquisitions are known for their implementation complexities (Datta, 

1991; Zollo & Singh, 2004), which often decrease their actual, as compared to expected, value. 

A PA does not instantly make the combined firm as functional as a company with a real shared 

history. Hennart and Park (1993) take this view, arguing that creating a wholly-owned 

subsidiary is not the same thing as acquiring one.  

Acquisitions that are cross-border have yet more implementation complexities than 

domestic acquisitions (Gulati, 1995; Hennart & Reddy, 1997). This means that the advantages 

of an acquisition are probably riskier and will take longer to take effect for cross-border PAs 

than for domestic ones. Although a cross-border relationship might potentially have more 

benefits from increased integration than a domestic PA, the total expected value of a PA is 

likely be significantly reduced by the associated risk and longer time horizon.  

Hagedoorn and Sadowski (1999) used both the Mistake mechanism and the Change 

mechanism to explain the effect of cross-border relationships. In our revisiting of the literature, 

we first show that there is another competing argument under the Change mechanism, one that 

could explain why cross-border partnerships should actually result in fewer PAs. We then show 

that the Mistake-mechanism argument used by Hagedoorn and Sadowski (1999) seems to 

predict an exaggerated benefit from acquisitions.  

The Similarity Motivation for PAs 

Hagedoorn and Sadowski (1999) assumed that similarity in industry contexts between 

partner firms would increase the likelihood of opportunistic behavior within an alliance 

relationship through conflicts of interest. “Hypothesis 3: If the transformation from strategic 

technology alliances to M&As occurs, a disproportionate share of strategic technology 

alliances between companies from the same industry will lead to an M&A transformation, 

whereas a disproportionate share of strategic technology alliances between companies from 
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different sectors will not be transformed into M&As.” They argue that complementarity, which 

they view as the other end of the spectrum from similarity, is crucial for a well-functioning 

alliance. Complementarity creates a shared common goal, while similarity creates a prisoner 

dilemma scenario. Hagedoorn and Sadowski (1999) argue that similar partners will end up 

betraying each other when they are in an alliance. Their results showed what they regarded as 

a surprising negative and statistically significant effect.  

The significant negative effect of PAs in Hagedoorn and Sadowski (1999) might have 

been created by companies stopping a relationship that had gone bad. However, in our setting, 

firms can only choose between another alliance or an acquisition. In any event,  if an alliance 

between similar firms had turned bad due to opportunistic behavior (Hennart, 1988; Riordan 

& Williamson, 1985; Williamson, 1983), it seems more likely that an observed sequential 

choice moment would lead to an acquisition and not to another alliance given that an 

acquisition can be used to remedy the negative effects of the opportunistic behavior (Stienstra 

& Martin, 2017).  

Changes within the relationship between similar firms do not have to be negative. 

Mowery et al. (2002) found that alliances can be used for two purposes, to boost either 

complementarity or scale, and that scale-based alliances are usually performed between similar 

firms, which then start to resemble each other more and more. Similar firms becoming more 

similar is a clear example of a change due to an initial alliance. In addition, the more similar 

the companies, the higher the likelihood that they are competitors (Hennart & Reddy, 1997; 

Oxley & Sampson, 2004); if companies are similar and competitors , they could build a mutual 

understanding through an initial alliance and then be willing to execute an acquisition. In other 

words, the partners become willing to increase integration because of their alliance, whereas 

prior to the alliance there might have been too much distrust between them.  
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The ideas around absorptive capacity (Cohen & Levinthal, 1990) and inter-

organizational learning strengthen this argument (Coff, 1999; Lane & Lubatkin, 1998). Among 

the main drawbacks of acquisitions are difficulties relating to the selection of the right target 

and the valuation of that specific target (Higgins & Rodriguez, 2006; Ranft & Lord, 2002). 

These problems are created through information asymmetry between firms. Similar firms, 

however, have a higher likelihood of not only gaining access to valuable information and 

acquiring the type of information that leads to a PA, but also making better use of that 

information than non-similar firms due to their familiarity with the industry (Carow, Heron, & 

Saxton, 2004; Hamel, 1991). Engaging in an alliance decreases asymmetric information, 

thereby reducing the drawbacks of an acquisition.  

Hagedoorn and Sadowski (1999) expected similar firms in particular to portray PA 

behavior due to opportunistic behavior, but their results showed the opposite effect. Due to our 

different control sample, possible opportunistic behavior should indeed increase the likelihood 

of PAs. The Change mechanism yields another interesting argument.  When there is 

considerable similarity between companies, an alliance would lead to a lot of valuable learning. 

It could well be, then, that similar firms which become even more similar over the course of an 

alliance develop trust and routines that make a PA possible whereas a straight-out acquisition 

might have been too difficult.  

High-tech Industry 

“Hypothesis 4: If the transformation from strategic technology alliances to M&As 

occurs, the share of these transformed strategic technology alliances in new core technologies 

is disproportionately smaller than the share of the transformed strategic technology alliances 

in other sectors.” On the topic of industry setting, Hagedoorn and Sadowski (1999) argue that 

a high-tech environment is more turbulent than a non-high-tech environment. This turbulence 

demands flexibility that is best provided by governance modes with lower levels of control. 
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They strengthen their argument by pointing to the general preference in high-tech industries 

for non-equity alliances over joint ventures. Hagedoorn and Sadowski (1999) found a negative 

and statistically significant effect in terms of high-tech industries having fewer PAs. 

Their reasoning about high-tech industries is based on the ‘Mistake’ argument. On the 

one hand, dyads in a non-high-tech industry should opt for acquisitions to start with; if they do 

not, they can fix this mistake at a sequential stage. On the other hand, dyads in a high-tech 

industry are less “at risk” of a PA and, therefore, should not have to “fix” a mistake because 

they should not do acquisitions in general. Since the Hagedoorn and Sadowski (1999) paper 

was published, there has been more evidence of the high-tech industry favoring lower-level 

forms of hierarchy (Hagedoorn & Duysters, 2002; Ozmel et al., 2017; Porrini, 2004; Yin & 

Shanley, 2008). 

Over the course of the alliance, the partners learn things about each other. However, 

the likelihood that this new knowledge leads to a different governance mode choice at a 

sequential choice moment differs between high-tech and non-high-tech industries. An alliance 

in a non-high-tech industry provides more valuable information about the true combined value 

of the companies than one in a high-tech industry. Because the high-tech industry is very 

complex and rapidly changing, any information gained through the alliance can quickly 

become outdated. An initial alliance in a non-high tech industry has a higher potential to 

decrease the disadvantages of acquisition valuation problems compared to an alliance in a high-

tech industry.  

Hagedoorn and Sadowski (1999) used the Mistake argument to explain the presumed 

negative effect of high-tech on PA occurrence. We add a Change argument to this, such that a 

high-tech industry will, by design, make an initial alliance less informative to decrease 

acquisition disadvantages.   
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Size Difference 

Hagedoorn and Sadowski (1999) created two hypotheses about size. In the first, they 

predict that a PA is more likely to occur when there are size differences between the partners 

within an alliance. “Hypothesis 5a: If the transformation from strategic alliances to M&As 

occurs, a disproportionate share of these cases of transformation is between companies of 

different size classes.” They based their hypothesis on the finding that bigger companies tend 

to acquire their smaller alliance partners. The underlying reason for this is ability: the larger 

firms in an alliance have more slack and are therefore more likely to acquire the smaller firms. 

However, Hagedoorn and Sadowski (1999) found a negative and statistically significant effect 

for size, with size difference actually leading to fewer PAs. The second hypothesis differs in 

that it does not explore the existence of size differences between partners or what type of effect 

this might have, but merely suggests that bigger partners acquire smaller partners. This 

hypothesis is about who buys whom, and again focusses on ability. “Hypothesis 5b: After a 

period of courtship through strategic technology alliances, large firms acquire their smaller 

partners.” Hagedoorn and Sadowski (1999) did not find this in their results.  

With regard to the effect of size differences, the argument of Hagedoorn and Sadowski 

(1999) revolves around  capability, which best fits the Mistake argument. They state that when 

a size difference exists, it is possible for one partner to buy the other. Why this would not have 

happened in the first place, as the initial governance mode, was not discussed. They did not 

suggest  a change in the relationship that leads to a  PA and thus the capability to buy the 

alliance partner must have been there at the start of the relationship already.  

The wording of the second hypothesis raises the possibility of intent. At the point of the 

initial alliance, the bigger firm may have already considered acquisition. This question of intent 

is not further addressed in the Hagedoorn and Sadowski (1999) paper. The question of intent, 

although very interesting, goes beyond the scope of the current paper, and the testing will 

therefore not be replicated.  
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When it comes to size, it is hard to argue how a size difference would lead to changes 

in the relationship leading to a different sequential choice than the initial choice. We choose 

not to add a Change argument about size.  

Joint Ventures 

 “Hypothesis 6: If the transformation from strategic alliances to M&As occurs, a 

disproportionate share of the strategic alliances that are of an equity nature (joint ventures) 

will lead to an M&A transformation, whereas a disproportionate share of strategic alliances 

of a contractual nature will not be dissolved in an M&A.” Hagedoorn and Sadowski (1999) 

argue that joint ventures are multidimensional projects that lead to PAs for three reasons. First, 

they are complex structures that already resemble firm structures. Joint ventures can be seen as 

an intermediary step toward possible acquisition. Second, they are contrasted with contractual 

alliances, which are associated with non-crucial processes and therefore have a lower 

likelihood of warranting a PA (Hagedoorn, 1993). Third, due to the breadth of activities 

involved in a joint venture, the firms learn more about the value of their combined efforts and 

how they might benefit from an acquisition. However, Hagedoorn and Sadowski (1999) did 

not find any significant effects for joint ventures. 

The first argument that Hagedoorn and Sadowski (1999) use fits neither the Mistake 

argument nor the Change argument. Aswith hypothesis 5b, it again hints at possible intent. The 

reason for this deviation in argumentation might be that the governance mode for the alliance 

is not an initial choice variable in terms of choosing either alliance or acquisition. Instead, 

Hagedoorn and Sadowski (1999) argue that the underlying processes that led to the joint 

venture governance mode also lead to the choice of PA.  

The second argument used by Hagedoorn and Sadowski (1999) could fit a Change 

argument. Their argument could be seen as saying that less relationship change takes place in 

contractual alliances, therefore leading to fewer PAs.  
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The argument  that a joint venture provides a better environment in which to determine 

the value of the activities in the inter-firm relationship similarly fits the Change argument. This 

explains that there are more changes to the relationship within joint ventures than within 

contractual alliances. However, we argue that this argument only partially fits the Change 

argument because, although the relationship between the firms changes, those changes purely 

concentrate on the activities within the joint venture. Due to the aforementioned firm-like 

structure of joint ventures, the parts of the two companies that work together will develop an 

entirely new base of cooperation, but that this new change might be limited to a small portion 

of each company.  

 

Table 2 Overview of initial choice literature versus Hagedoorn and Sadowski (1999) 

 

 Factor 

Initial Choice 

Literature 

Expectations of 

Hagedoorn and 

Sadowski (1999) 

Results of 

Hagedoorn and 

Sadowski (1999) 

H1 

General 

likelihood 

Under 50% are 

acquisitions 

PAs happen 

regularly 2.6% 

H2 Cross-border 

Shared nationality 

leads to acquisitions 

Cross-border leads 

to PA 

Negative 

insignificant 

effect 

H3 Similarity 

Similarity leads to 

acquisitions 

Similarity leads to 

PA 
Similarity leads 

to FEWER PAs 

H4 

High-tech 

industry 

Non-high-tech leads to 

acquisitions 

High-tech leads to 

fewer PAs Confirmed 

H5 Size difference 

Size differences lead to 

acquisitions 

Size differences 

lead to PAs 

Size difference 

DECREASES 

PAs 

H6 Joint venture - 

Joint ventures lead 

to PAs No effect 

 

It is therefore more likely to lead to a joint venture buyout than a PA. A joint venture 

buyout is very different from a PA (Stienstra & Martin, 2017), and is not part of our sample 

because it is neither a repeated alliance nor a PA. With a joint venture, all relevant activities 

between the two companies are grouped together in a new entity. On the one hand, this is 

convenient for that specific activity (Thompson, 1967); on the other, it limits the scope of the 
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changes within the relationship to the joint venture activities. This could explain the non-

finding of Hagedoorn and Sadowski (1999). Joint venture buyouts are excluded from our 

setting. 

Table 2 provides compares the predictions of the initial choice literature with  

Hagedoorn and Sadowski (1999).  

 

Method 

Data 

The Securities Data Corporation (SDC) databases provided the starting point for the 

data of the current paper. The SDC contains two databases, one with information on alliances 

and the other with information on acquisitions. A large volume of existing literature uses SDC 

data because it is the most complete cross-industry database accessible to researchers. 

However, it is also known to have some flaws, such that it is important to vigorously check 

records from the SDC before including them in analyses. 

For this paper, we extracted all acquisitions and alliances from 1990 through 2011 in 

which at least one dyad partner was a U.S. organization. Before 1990, the SDC database had 

many more missing observations than after 1990 (Schilling, 2009). We chose to use dyads in 

which at least one partner was from the U.S. to control for one partner’s nationality and to 

ensure consistency in media coverage and accessibility. The SDC acquisition database records 

always consist of only two companies, never more. To maintain consistency between the two 

databases, we eliminated those alliances in the other database that had more than two partners. 

This also avoids possible structural differences between dyads and triads or bigger consortia. 

Finally, we eliminated state-owned organizations because parent company financials are not 

comparable in such cases.  
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We then selected dyads that had at least two events. These could be two alliances or 

one alliance and one acquisition. All of the remaining dyads were checked using Lexis Nexis 

to verify the existence of the events reported in the SDC database and to determine the alliance 

activity. Based on news articles from Lexis Nexis, we excluded dyads that seemed to have a 

longstanding relationship from before 1990 and dyads that did not mention R&D activities. 

This selection process produced 231 dyads with repeated R&D relationships either leading to 

a PA or to another alliance.  

Variables 

The following section explains how we measure the dependent variable and the 

independent variables and how our measurements differ from Hagedoorn and Sadowski 

(1999).   This section also explains the control variables we have added. As in Hagedoorn and 

Sadowski (1999), most of our variables are dummy variables.   

Dependent Variable: PA 

The dependent variable is a dummy measuring whether within that dyad one partner in 

the alliance had acquired the other or not. If the variable has a value of 1, an acquisition 

occurred; a value of zero indicates that only other alliances occurred. If a dyad had more than 

two alliances, it received a value of PA = 1 if an acquisition happened as a third or later 

observed event.  

Independent Variables 

Cross-border: The data was sampled in such a way that every dyad has at least one U.S. 

partner. The cross-border dummy receives a value of 1 if one of the two ultimate parent 

companies is not a U.S. company. This measurement is the same one as used by Hagedoorn 

and Sadowski (1999), who also used the location of headquarters to determine the difference 

between international and domestic firms. 
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Similarity: The dyad receives a value of 1 on our similarity measure if the firms’ 

primary SIC codes share the same three or four digits. Hagedoorn and Sadowski (1999) 

categorized their data into seven broad industries: biotechnology, aerospace and defense, 

mining, food and beverages, heavy electrical equipment, instrumentation, and medical 

technology. While it would still have been possible with SIC codes to assemble broad groups 

as Hagedoorn and Sadowski (1999) did, we chose instead to use the current standard similarity 

variable, which measures resemblance of the first three or four digits, because it is more fine-

grained.  

High-tech industry: Hagedoorn and Sadowski (1999) pinpointed three particular 

industries – biotechnology, information technology, and new materials – as “core” industries, 

which they classified as being high-tech. We used a high-tech classification provided by the 

SDC. The high-tech dummy receives a value of 1 if the alliance industry is a high-tech industry 

as reported by SDC.  

Size: Hagedoorn and Sadowski (1999) used a dummy variable for size, which received 

a 1 in cases where a company with more than 150,000 employees had an alliance with a 

company of fewer than 50,000 employees or if a company with between 50,000 and 150,000 

employees had an alliance with a company that had fewer than 5,000 employees. Due to the 

fact that our sample also includes a large proportion of private firms, we did not have access to 

the number of employees for all firms. We therefore used two alternative size dummy variables. 

Size 1 – Public status difference: Because our sample contains several private firms, it 

would have become very complicated to gather information about the exact firm size. The 

public status of a company is often connected to its size and is therefore used in this paper as a 

proxy for size (Chang, 1998). Public firms are generally bigger than private firms. We 

measured the public status difference with a dummy which receives a value of 1 if one (and 

only one) of the two companies was a private company at the point of the last event.  
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Size 2 – Not ultimate parent difference:  Due to the complexity of gaining size data, a 

second possible size difference indicator was formed. This second size difference indicator is 

another dummy that receives a value of 1 if one (and only one) of the two companies is not its 

own ultimate parent. One partner not being its own ultimate partner is another crude proxy for 

size differences.   

Joint venture: If the first alliance involved the creation of a joint venture, the JV dummy 

receives a value of 1 (Gulati & Singh, 1998). This is the same variable that Hagedoorn and 

Sadowski (1999) used. For the current paper, the fact of a joint venture happening was coded 

based on reading the actual news article about it, not from the SDC. Although the SDC does 

provide data on this variable, the authors noticed during reading the related news articles that 

this variable was not always correct.  

Control Variables 

Besides the independent variables, this paper also used several control variables. The 

incorporation of control variables makes the effect of the independent variables more 

trustworthy. Hagedoorn and Sadowski (1999) did not add in control variables which is why we 

also applied a model without control variables.  

Minority investments: Acquiring an alliance partner is often associated with option 

theory, whereby assuming a minority investment is seen as buying an option (Folta & Miller, 

2002). A minority investment in an alliance is expected to increase the likelihood of a PA 

happening. If the first alliance involved a minority stake, the minority investment dummy 

receives a value of 1. 

Wave 1997-2000 and Wave 2004-2007: The acquisition literature shows that 

acquisitions often happen in waves, representing peaks in acquisition behavior over time. 

Companies copy one another’s strategies and economic factors can create positive or negative 

acquisition climates over time. We controlled for the two waves of acquisitions that occurred 
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during the time frame of our database: one that happened between 1997 and 2004 and the other 

between 2004 and 2007. For both wave dummies, a value of 1 indicates that the last recorded 

event happened during that particular acquisition wave. 

Days between events: We added the amount of time that passed between the first and 

second events. This variable comes from the alliance research, in which they found that the 

likelihood of another event decreases over time. 

Total event amount: We included a measure of the total number of events that occurred 

between each set of two partners.  

Breadth: As mentioned by Hagedoorn and Sadowski (1999), multidimensional alliances 

could have a greater influence on the likelihood of switching governance modes than 

onedimensional ones. We therefore included breadth, a count of the number of types of 

alliance: R&D, marketing, and operations.  

Alliance/acquisition propensity: This measurement is the sum of all by SDC recorded 

alliances and acquisition of both partners throughout the entire timeframe of our sample. This 

is a crude measurement of the tendency of the partners using alliances and acquisitions in 

general. It was not possible to add acquisition and alliance tendencies as separate variables due 

to a very high correlation between them.  

Models and Estimation Methods 

The main results are based on a logistic regression. Logistic regression is widely used 

in management theory to analyze binary data. Hagedoorn and Sadowski (1999) used a negative 

binomial model. Such a model is used for count variables that are over-dispersed, if the 

variance is much greater than the mean. Our dependent variable is a dummy for which there is 

usually no over-dispersion, but after estimating the models we confirmed this with the Hosmer-

Lemeshow chi-square measurement while grouping the observations in ten groups (Hosmer, 

Lemeshow, & Sturdivant, 2013).  
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A small number of the firms in our sample have been very active, and, to take this into 

account, we clustered the errors for the few firms that had relatively many observations 

following the Eicker-Huber-White-robust treatment of errors (White, 1980). This treatment 

leads to more accurate standard errors due to it making as few assumptions as possible. 

  

Results 

Hagedoorn and Sadowski (1999) investigated 6425 strategic R&D alliances, of which 

168 executed a PA. This paper contains 231 R&D alliance dyads, 87 of which executed a PA. 

Table 3 shows the average values for all our variables and their standard deviation. At the top 

of table 3, it shows that about 38% of the initial alliances ended in a PA. This is a considerable 

proportion, showing that PAs happen at a relatively similar occurrence rate as repeated 

alliances. Hagedoorn and Sadowski (1999) start their results section by stating that the low 

percentage of PAs found was their most remarkable outcome. For our paper, the percentage of 

PAs found is probably also the most important result. The 38% figure indicates that the 

likelihood of a PAs, when they are compared to repeated alliances, is not an irrelevant event. 

A 95% confidence interval for the variable Acquisition gives us a range of between 31% and 

44%. Based on these results, we conclude that PAs do indeed happen often.  

The highest observed correlation in table 3 is the one between Total event amount and 

Alliance/acquisition propensity; the correlation is 0.541. Both variables are control variables 

and the VIF scores of both variables in our regression stayed below 10. We therefore decided 

to include both in our regressions.   

Table 4 shows the main logistic regression output. Hagedoorn and Sadowski (1999) 

illustrated many of their results in cross tables, but here we stick to regression output for the 

independent variables. Model 1 is the base model, only having the control variables. Model 2 
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contains the full model. Because Hagedoorn and Sadowski (1999) did not include control 

variables themselves, we have also added a Model 3, which only has the independent variables.  

Cross-border has a statistically significant odds ratio below one. This indicates that 

cross-bordership has a negative effect on the likelihood of a PA. Hagedoorn and Sadowski 

(1999) found a negative non-significant relationship for international relationships. Their 

hypothesis expected a positive effect for Cross-border, but in our discussion of the literature, 

we pointed to possible explanations for a negative effect. The odds of a PA happening in a 

cross-border setting is 4 times smaller than the likelihood of a PA happening between firms 

from the same country.  
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  Table 3 Means, standard deviations and correlations 

  Mean SD 1 2 3 4 5 6 7 8 9 10 

1 PA 0.38 0.49           
2 Breath 1.29 0.45 0.094          
3 Minority investment 0.13 0.34 0.166 -0.084         
4 Wave 1997-2000 0.27 0.45 -0.035 -0.049 0.130        
5 Wave 2004-2007 0.26 0.44 0.200 0.151 -0.056 -0.359       
6 Days between events 972 848 -0.185 0.066 -0.060 -0.035 0.081      
7 Alliance/acquisition 

propensity 260 848 -0.495 -0.056 -0.198 -0.017 -0.141 0.196     
8 Total event amount 2.28 0.61 -0.250 -0.149 -0.075 0.009 -0.119 -0.020 0.541    
9 Cross border 0.40 0.49 -0.158 0.026 -0.035 0.117 0.031 0.055 -0.072 -0.108   

10 Similarity 0.44 0.5 0.298 -0.050 0.161 -0.114 0.159 -0.068 -0.206 -0.061 -0.011  
11 High tech alliance 0.39 0.49 -0.175 0.023 -0.051 0.055 -0.178 0.099 0.188 0.209 -0.063 0.084 

12 Size 1: Public status difference 0.12 0.32 0.107 0.005 0.015 -0.072 0.127 -0.072 -0.157 -0.121 0.062 0.056 

13 Size 2: Not ultimate parent 

difference 0.19 0.4 0.024 0.023 -0.001 0.067 -0.037 -0.106 -0.157 -0.134 0.136 -0.041 

14 Joint venture 0.08 0.27 0.007 0.135 -0.114 0.040 0.052 0.073 -0.059 0.027 0.027 -0.063 

              

              

    11 12 13        

12 Size 1: Public status difference   -0.011          

13 Size 2: Not ultimate parent 

difference   -0.075 -0.009         

14 Joint venture   0.0022 0.0450 0.102        
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 Similarity has an above one and statistically significant odss ratio, which supports 

hypothesis 3. Hagedoorn and Sadowski (1999) found a significant negative likelihood of a 

PA for firms from similar sectors which was against their own expectations. The likelihood 

of a PA between similar firms is about 3 times bigger than between non-similar firms.  

High-tech alliance is below one and significant in both the full model and  model 3. The 

significance of the odss ratio is much higher in model 3, the one without control variables.  

Hagedoorn and Sadowski (1999) also found a significant negative effect for high-tech 

alliances. Model 2 indicates that for alliances happening in a high-tech industry the odds of 

ending in a PA would be twice as low as for non-high-tech industry alliances. The odss ratio 

of model 3 indicates a three times smaller likelihood of a PA for relationships within a high-

tech industry compared to a non-high-tech industry.  

We have two variables measuring size difference, Public status difference and Not ultimate 

partner difference. All the odss ratios of these variables are non-significant: size difference 

appears to not play a role in determining the likelihood of a PA.  

 Lastly, for Joint ventures, the odss ratios are non-significant and even change sign 

between model 2 and 3. Hagedoorn and Sadowski (1999) neither found any significant effect. 

 Looking at the effects of the control variables, it is interesting to see that only the odss 

ratio of only Alliance/acquisition propensity is significant and has a negative effect on PA 

occurrence. It is possible that some of the effects of the other control variables are actually 

intertwined with the Alliance/acquisition propensity variable because of the crudeness of the 

variable. The correlation matrix nor VIF score indicated multicollinearity problems.  
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Table 4 Determinants of likelihood of partner acquisition 

 Dependent variable: Acquisition occurrence 

  

Model 

1  

Model 

2  

Model 

3   

Constant 1.018  1.029  0.530 * 

 (0.954) [0.985] (1.081) [0.978] (0.177) [0.057] 

Breath 1.450  1.837    

 (0.554) [0.331] (0.780) [0.152]   

Minority investment 1.828  1.366    

 (0.753) [0.143] (0.670) [0.525]   

Wave 1997-2000 0.889  1.397    

 (0.320) [0.743] (0.588) [0.427]   

Wave 2004-2007 1.967  1.900    

 (0.810) [0.100] (0.765) [0.111]   

Days between events 1.000  1.000    

 (0.000) [0.185] (0.000) [0.264]   

Alliance/acquisition propensity 0.994 *** 0.994 ***   

 (0.001) [0.000] (0.002) [0.000]   

Total event amount 1.070  1.006    

 (0.382) [0.850] (0.416) [0.988]   

Cross border   0.253 *** 0.420 *** 

   (0.113) [0.002] (0.127) [0.004] 

Similarity   3.151 *** 4.233 *** 

   (1.117) [0.001] (1.231) [0.000] 

High tech alliance   0.534 * 0.357 *** 

   (0.199) [0.093] (0.110) [0.001] 

Size 1: Public status difference   1.461  2.079  

   (0.855) [0.517] (1.046) [0.146] 

Size 2: Not ultimate parent difference   0.761  1.265  

   (0.325) [0.521] (0.447) [0.505] 

Joint venture   0.817  1.219  
      (0.567) [0.771] (0.730) [0.741] 

Observations 231  231  231  
Speudo R-squared 0.269  0.354  0.135  
Chi-squared 44.58 [0.000] 45.67 [0.000] 37.95 [0.000] 

Hosmer-Lemeshow chi-squared 9.28 [0.3195] 12.17 [0.1438] 9.84 [0.2762] 

       
Logistic regression outcomes on the dummy variable measuring if the dyadic relationship ends in an 

acquisition. Estimated odss ratios are in bold. Standard errors are in parentheses. P−values are between 

square brackets. All tests are two tailed. Standard errors are clustered. Number of groups for the Hosmer-

Lemeshow chi-squared is 10. 
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Table 5 Overview of results      

 Factor 

Results of Hagedoorn 

and Sadowski (1999) Our Results 

H1 General likelihood 2.6% 38% 

H2 Cross-border No effect 

Cross-border relationship 

decreases PA likelihood 

H3 Similarity 

Similarity leads to 

FEWER PAs 

Similarity increases PA 

likelihood 

H4 High-tech industry 

High-tech affiliation 

decreases PA likelihood 

High-tech sector affiliation 

decreases PA likelihood 

H5 Size difference 

Size difference 

decreases PA No effect 

H6 Joint venture No effect No effect 

 

Discussion and Conclusion 

The current paper is framed as an extension of the investigation by Hagedoorn and 

Sadowski (1999). That paper was the first exploratory study of PAs, and has had an influential 

role in the field because of its timing. Hagedoorn and Sadowski (1999) and the few subsequent 

papers on this topic showed a very low occurrence rate of PAs. This paper investigates the 

same relationships proposed by Hagedoorn and Sadowski (1999) but uses a different research 

design. The current paper uses repeated alliances as the control group.  

The most crucial difference between our results compared to Hagedoorn and Sadowski 

(1999) is the fraction of dyads performing a PA. This difference is a direct result of our 

sampling method. As in Hagedoorn and Sadowski (1999), this paper’s main finding relates to 

said fraction. The 38% occurrence rate approaches the frequency of repeated alliances. When 

PAs are framed as switching behavior, the phenomenon becomes interesting based on its 

occurrence likelihood. Although we did not find an actual higher occurrence rate than 

Hagedoorn and Sadowski (1999), our sampling method removed one-shot alliances and 

therefore automatically inflates PA occurrence, suggesting that PAs warrant more attention 

because they happen about as often as repeated alliances.   
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Hagedoorn and Sadowski (1999) proposed seven relationships in their original study, 

but only one was supported, namely high-tech industries. The fewer PAs in this group  shows 

up in our results, but the relationship is stronger if we, like Hagedoorn and Sadowski (1999) 

do not use control variables.  

In our sample, we find the significant effect for Similarity that Hagedoorn and 

Sadowski (1999) predicted, yet for which they actually found a significant negative effect. 

Similar firms are three times more likely to end up in a PA than non-similar firms.  

Hagedoorn and Sadowski (1999) did not find a significant effect for Cross-border, but 

we did. However, our results show that Cross-border decreases the likelihood of a PA about 

four times. Hagedoorn and Sadowski (1999) found a significant effect for size, but it was the 

opposite of what they expected. We did not find a significant effect. Both our studies found no 

effect for Joint venture. 

Limitations and Future Research 

By showing that the PA is a relevant phenomenon for study using a switching sample, 

this paper opens the door to interesting new types of studies. A first future research idea would 

be again to take an alternative control sample and to look at long-lived single alliances. 

Although most alliances are short-lived one-shot alliances, there also exists a large group of 

alliances that have been shown to be active for very long (Dussauge et al., 2000). These 

structurally long-term alliances could also be considered an alternative to PAs with firm 

boundaries redrawn around the entire alliance. Researching these would require special data 

because, on average, alliances are only announced when they start rather than when they end, 

making it very hard to determine their length.  

This paper shows that there are theoretical differences between initial choices and 

sequential ones but that the “usual” suspects in terms of independent variables do not show this 

difference. Another topic of future research, therefore, might be to explicitly investigate the 
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mechanisms on which initial and sequential choices do differ. The independent variables used 

in this paper are very broad. One way to create more specific situations would be to set more 

conditions for the broad mechanisms by using more specific, extreme cases (Conner & 

Prahalad, 1996), such as investigating the effect of similarity in one specific type of alliance. 

Another way to investigate the difference between initial and sequential choices is to 

look at the difference in effect sizes. Due to the dispersion in the literature in terms of methods 

and samples, it was too complex to incorporate size difference effects into the current paper. 

That complexity is also the reason that meta-analysis, the comprehensive comparing of studies, 

usually sticks to the directions of the effects found; comparing size effects across studies is 

near to impossible. Future empirical research on the topic would be very valuable though. 

Similarity drives both initial acquisition and PA, but it would be interesting to see if there is an 

size difference effect. This could be researched in a database that contains one-shot alliances 

in addition to repeated alliances and PAs .  

With a switching sample, resembling ours, it becomes possible to investigate the kind 

of activities that have a greater likelihood of leading to an acquisition. In the case of a straight-

out acquisition, the entire company is purchased, and it is not possible to determine whether 

the acquisition was driven by, for example, R&D reasons. With our set up it is possible to 

investigate the type of alliance content that has a higher likelihood of leading to an acquisition.  

This paper has a technology alliance setting, following Hagedoorn and Sadowski 

(1999) who had assumed, based on the literature, that PAs were more likely to happen in the 

context of R&D activities. But there is a need for empirical evidence on this subject, because 

the literature has produced conflicting views. On the one hand, R&D activities are expected to 

be more efficient when performed within a single company (Kogut & Zander, 1992; 

Thompson, 1967). On the other, the likelihood of choosing to acquire R&D activities should 

be lower than that of acquiring other types of activities. R&D skills are typically embedded in 
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people and an acquisition creates an especially high risk of losing key research personnel (Ranft 

& Lord, 2002). Explicitly testing if bilateral R&D leads to more PAs is therefore an interesting 

next step. 

A final direction for future research would be to investigate performance effects within 

switching samples. In the traditional, all initial alliance sample, there is often no sequential 

event for the non-PA dyads, making a comparison of performance impossible. With the 

switching sample, there are multiple ways to investigate financial performance across non-PAs 

and PAs alike. Such an investigation would be interesting for both the initial and the sequential 

choice moments (Kaplan & Weisbach, 1992).  

Conclusions 

The goal of this paper is to show that the PA phenomenon is more relevant than has 

been assumed for the previous two decades and therefore warrants renewed research interest. 

This paper frames the PA as a switch in governance mode away from alliance towards 

acquisition. The paper therefore uses repeated alliances as control group for PAs. A critical 

assumption in this framing is that the companies involved decide to prolong their relationship 

and then must choose between either another alliance or an acquisition.  

When repeated R&D alliances are compared to dyads that ultimately end up in a PA, 

then 38% percent of the sample ends up in a PA. This percentage is large enough to make the 

PA phenomenon interesting and practically important. The main contribution of this paper is 

therefore to show that PAs are as likely to occur as repeated alliances.  

This paper shows that, in relationships with long-term potential, PAs are frequently 

chosen instead of repeated alliances. This finding makes the gap in the literature about the 

difference between initial choice and sequential choice problematic. In this paper we discuss 

how stable relationship characteristics can lead to relationship dynamics that would influence 
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the likelihood of a PA. The deepening of the literature on the topic of relationship dynamics 

due to an earlier alliance is the second contribution of this paper. 

Hagedoorn and Sadowski (1999) reported only one confirmed relationship, the one in 

which high-tech affiliation leads to fewer PAs. We found similar evidence for the high-tech 

industry and we were able to confirm their hypotheses about similarity. Our sample containing 

an alternative control group seems to be at least as good in line with the predictions of 

Hagedoorn and Sadowski (1999) as their own. Repeated alliances, therefore, seem an 

appropriate control group for PAs.   
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Chapter 3: 

A Tighter Embrace: The Antecedents of a Governance Mode 

Shift Towards More Hierarchy2 

 

Abstract:  

While using a fine-grained set of antecedents based on alliance content, we investigate the 

choice between performing an acquisition of an alliance partner and again seeking an alliance 

with that same partner. Alliance content is a proxy for what kind of relationship dynamics are 

likely to happen over the course of the alliance: alliance content likely affects the relationship 

between the firms and the firms themselves in particular ways. Existing literature almost 

universally points in the direction of bilateral R&D as being the most likely alliance content 

to be followed by an alliance partner acquisition rather than another alliance because of its 

associated high threat of opportunistic behavior, coordination issues and a fight for resource 

control. We create and test one main and three interaction effects around bilateral R&D. Our 

sample consists of cross-industry data over a 22-year timeframe. The sample contains 579 

dyadic relationships of which 40% end in a PA, showing that partner acquisition happens at a 

comparable rate to repeated alliances. We find surprisingly little around bilateral RD, only an 

interaction effect of similar firms performing bilateral R&D activities. We therefore explore 

the data further with several split samples. It would seem that marketing is particularly 

significant in driving PA occurrence.   

  

                                                 
2 This chapter is the result of joint work with Xavier Martin. 
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Introduction 

Acquisitions are routinely used by firms as a vehicle for growth (Agrawal & Jaffe, 2000; 

Barkema & Vermeulen, 1998; Rabier, 2017; Tarba, Brock, & Calipha; Uhlenbruck, Hitt, & 

Semadeni, 2006). They may deliver a relatively quick, and potentially less risky, alternative to 

autonomous growth (Brouthers & Brouthers, 2000; Hennart & Park, 1993; Kim, Haleblian, & 

Finkelstein, 2011). When it comes to the antecedents of acquisitions, the academic literature 

has focused on partner and deal characteristics. For example, smaller firms are acquired by 

larger firms; acquisitions occur more frequently in non-high-tech industries; and acquisitions 

occur more frequently between companies from the same geographical location (Pennings, 

Barkema, & Douma, 1994; Villalonga & McGahan, 2005). Less is known about the actual 

motivations behind acquisitions (Rabier, 2017). Knowledge about the exact activities that 

trigger an acquisition or the kinds of activities that lead to an acquisition instead of, for 

example, an alliance is underdeveloped in the literature. This might be because although an 

acquisition can be triggered or caused by one particular set of firm activities, any time one firm 

acquires another, it purchases that entire firm along with all of its activities, and it is not 

necessarily obvious what actually induced the acquisition. This paper looks at a subsample of 

acquisitions, alliance partner acquisitions (PAs), to explicitly research what types of activities 

lead to an acquisition in contrast to which activities lead to another alliance.  

When a firm acquires its alliance partner, two entities that were originally separated 

become one. These two formerly stand-alone organizations thus commit, through the 

acquisition, to remove the boundaries between them and come closer together. Until now, the 

PA phenomenon has not been the subject of much empirical research. Three papers found a 

very low occurrence rate of PAs (Hagedoorn & Sadowski, 1999; Ragozzino & Moschieri, 

2014; Yang et al., 2011), and as a result, the PA seems to have been deemed irrelevant for 

further academic research. In Chapter 2, we shed a different light on those earlier findings by 
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using a non-traditional control sample of repeated alliances. We found that a considerable 

portion of repeated relationships, about 38%, end in a PA. Mellewigt et al. (2017) used a similar 

control group in their experiment and the percentage distribution between repeated alliance and 

acquisition was similar to our findings. In fact, the PA seems extremely relevant for a particular 

type of alliance, one in which the partners know each other and seek another commitment, and 

this warrants more research.  

Rich data sets can be created given that the content of an initial alliance is announced 

in detail to the press. This allows us to establish a sample containing alliances where (a) the 

alliance format is maintained by performing multiple alliances and where (b) the alliance ends 

up in a PA. The content of these relationships is thus known for both the dyads that ultimately 

choose to continue with the alliance format and the dyads that perform a PA.  It then becomes 

possible to investigate which initially planned activities lead to an acquisition and which lead 

to another alliance. In traditional samples, in which the control sample exists of firms that did 

not acquire another firm and maybe never considered it, information on what kind of activity 

did not lead to an acquisition is not available. By using a repeated sample, we therefore create 

a relationship content variable that can be used to determine acquisition likelihood.  

In this paper, we aim to answer the following research question: What are the 

preexisting alliance activities that lead to PAs instead of to another alliance? This paper uses a 

detailed typology of initial alliance activity to predict the likelihood of a PA occurring, taking 

into account both functional content (operational, marketing, and R&D) and activity direction 

(bilateral versus unilateral) (Hennart, 1988; Mowery et al., 2002; Thompson, 1967). Our 

sample covers 22 years and multiple industries.  

To answer our research question, we take both a descriptive and exploratory approach. 

The first part of this paper expands on the ideas pertaining to bilateral R&D being the main 

driver of PAs. After testing those bilateral R&D claims, we study our data further with 
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additional in-depth analyses. We use this approach because we feel that, based on the existing 

literature, bilateral R&D is one of the few areas in which it is possible to create well-informed 

hypotheses. Even though bilateral R&D is only part of the story, not enough is known about 

the five other existing types of alliances to create ex ante hypotheses. We therefore feel that an 

exploratory approach is more suitable for looking into the effects surrounding unilateral 

operations, unilateral marketing, unilateral R&D, bilateral operations, and bilateral marketing. 

The first contribution of this paper is to show that although the existing literature points 

in the direction of bilateral R&D being the main antecedent of PAs, our data shows that it is 

not a main driver of PA occurrence. Even within the moderated effects that we created, we 

only find one supported hypothesis, namely the hypothesis about the effect of bilateral R&D 

in similar firms. Our second contribution is linked to the in-depth exploratory analysis of what 

else might explain PA occurrence based on alliance activity. We found that it was marketing 

activities that seemed to lead to PA occurrence. These findings underscore the importance of 

taking stock of what is actually driving the PA phenomenon and, possibly, acquisitions in 

general. We show that the splitting of alliance activity into unilateral and bilateral activities is 

important for understanding what drives PAs. For example, bilateral marketing and unilateral 

marketing behave differently when we compare a cross-border and a non-cross-border setting. 

The third and final contribution of this paper is the fact that it supports our earlier findings in 

Chapter 2 relating to PA occurrence in an R&D setting. The PA seems to be a generally relevant 

phenomenon. In this paper, which uses a larger, broader sample than in Chapter 2, about 40% 

of the repeated alliances executed a PA, slightly more than the 38% of Chapter 2.  
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Background 

The main goal of this paper is to determine alliance activity antecedents of PAs as 

opposed to repeat alliances. We wish to determine the alliance-content-related circumstances 

under which a PA usually happens and then infer from that what drives PA occurrence. It is 

crucial to understand the antecedents of a phenomenon before moving on to determining 

performance effects. Shaver (1998) showed in his paper that when one looked purely at 

performance effects, greenfield entries seemed superior to acquisitions; but when the self-

selection effect was taken into account, the difference between the performance effects 

disappeared. By examining the antecedents of the entry mode choice between greenfield or 

acquisition, he was able to determine that greenfield entry is not a generally superior mode. 

Firms should choose one form of entry over another based on their own and environmental 

characteristics, rather than always opting for greenfield investment. He even showed that if a 

firm that should not have engaged in greenfield investment (based on the characteristics of the 

deal) did in fact do so, the performance effect was negative compared to if it had executed an 

acquisition (its more optimum mode based on its specific characteristics). It is therefore 

important to first determine what drives PAs before delving into their performance effects.  

When Hagedoorn and Sadowski (1999) looked at the relationship antecedents of PAs, 

they examined such variables as similarity between partners and the relationship having a 

cross-border setting. The strategic management literature has a tradition of using governance 

modes and relationship characteristics as proxies for underlying relational processes. For 

example, the fact that an alliance is organized through a joint venture is used as a predictor of 

the complex nature of the activities involved (Hagedoorn, 1993). But a joint venture can also 

theoretically indicate learning between the partners (Kogut, 1988) or a high need for 

hierarchical control (Gulati & Singh, 1998). Another example of the academic literature using 

relationship characteristics as a proxy for relational dynamics is the case of similarity between 
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partners. While similar firms are predicted to have a higher risk of opportunistic behavior 

(Wang & Zajac, 2007) than dissimilar firms, the converse is also claimed (Hennart & Reddy, 

1997). This shows that although the strategic management literature has a strong tradition of 

using firm and relationship characteristics as explanations for relational processes, the effects 

are not always clear. To rule out alternative explanations as much as possible, it is best to look 

at very specific situations with rather narrow concepts to investigate the effect under boundary 

conditions (Zaheer et al., 2010). In this paper, we look at planned alliance activity and use that 

as a predictor of PA likelihood, in combination with relationship characteristics.  

Alliance Content 

When discussing alliance content, the literature usually draws a functional distinction 

between research and development (R&D), marketing, and operations (Agarwal et al., 2012; 

Mowery, 1996; Villalonga & McGahan, 2005). Although the literature acknowledges the 

existence of different functional types of alliance, the functional content distinction is usually 

only used in papers to define whichever subset those particular authors deem “interesting.” The 

different functional types are not normally used alongside one another. In general, R&D 

alliances have received the most attention in the strategic management literature. An R&D 

alliance is formed for the purpose of joint product development or other kinds of research 

activities. These are the types of alliances that are considered to contribute to long-term 

performance goals and have the most strategic value (Das et al., 1998; Hagedoorn, 1993; 

Mowery, 1996; Oxley & Sampson, 2004; Porter, 1985). Until now, PA research has also 

focused on R&D alliances (Hagedoorn & Sadowski, 1999), and the hypotheses section of this 

paper will do the same, since the existing literature seems to point primarily in the R&D 

direction.  

As mentioned before, the literature has covered marketing and operations alliances in 

addition to R&D alliances. In marketing alliances, the goal is to stimulate demand. Forms of 
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cooperation in marketing alliances include cross-selling products and sharing brand names, 

advertising, distribution channels, sales forces, and so on (Porrini, 2004; Porter, 1985; Simonin, 

1999; Vanitha Swaminathan & Moorman, 2009). In an operations alliance, firms team up to 

jointly produce products, share risks, or provide tangible input for products. Although the 

above-described functions of alliances differ from each other, it is usual for an alliance to have 

more than one function. Alliances with multiple functional forms are considered to have a 

wider breadth (Mowery et al., 2002; Porter, 1985).  

One of the early influential papers to look into the difference in functional forms for 

alliances was Das et al. (1998). They surveyed a cross-industry setting between 1987 and 1991 

and found that R&D alliances have a positive effect on firm value while marketing alliances 

do not. They explained this finding by stating that R&D alliances are connected to innovation 

and future growth possibilities while marketing alliances are connected to declining markets. 

Anand and Khanna (2000a) showed that more learning is done in R&D alliances than in 

marketing alliances. By contrast, Vanitha Swaminathan and Moorman (2009) found, in a high-

tech-only sample covering a later time period from 1993 to 2004, that marketing alliances do 

seem to create firm value. They attributed this difference to the fact that their sample was from 

both a high-tech industry and a later period, stating that companies had now started using 

marketing alliances for more strategic reasons. This interesting debate on the differences in 

alliance function is, unfortunately, very limited.  

Gulati and Singh (1998) found that a detailed categorization of alliance content can 

predict the level of hierarchy in the associated alliance governance modes. The type of 

information shared and actions undertaken by the parties within an alliance differs according 

to the different functional forms. For example, R&D information is usually rather sensitive and 

has a higher likelihood of leading to learning races than the information exchanged in 
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marketing or operational alliances (Hagedoorn & Sadowski, 1999; Ragozzino & Moschieri, 

2014).  

There seems to be a gap in the literature around the effect of alliance content beyond 

R&D. The missing discussion in the literature about the effects of the different functional types 

of an alliance is made explicit in a review of the alliance literature by Wang and Rajagopalan 

(2015). They wrote that, although the literature determined that different forms existed, these 

forms were not used as explanatory vehicles for either performance or the occurrence of 

business phenomena. Therefore, the functional alliance activity seems a promising first part of 

the puzzle in explaining when firms choose a PA over seeking another alliance.  

In addition to a distinction in functional alliance activity, the literature also describes a 

distinction between bilateral and unilateral activities (Mowery, 1996). As a one-sided activity 

in which a single party does or provides something for another, unilateral activities have a 

vertical character: one company’s output is the other’s input. Mowery et al. (2002) would 

consider this form of collaboration to have a specialized character. In a bilateral relationship, 

meanwhile, both partners have an active and similar role in the alliance. For example, both may 

perform R&D activities for the alliance. Consequently, there is a horizontal relationship in the 

collaboration between the partners. These two categories map onto the scale and link alliances 

of Hennart (1988) and the upper two categories of Thompson (1967), pooled and sequential 

categories. The distinction between unilateral and bilateral does not automatically assume, 

however, that the companies have to be positioned horizontally or vertically in the industry 

chain. 

This extra distinction in alliance content is important because it has been shown that 

alliances can serve different roles such as specialization or cooperation (Mowery et al., 2002). 

In cooperation-based alliances (the bilateral ones) especially, firms learn more from each other 

and grow towards each other. In a specialization, or unilateral, alliance, the firms grow 
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dissimilar to one another. These two types of relationships lead to very different relational 

dynamics.  

The functional division and direction-of-the-relationship division can be used side by 

side. An alliance can be categorized by both function and direction. Combining the three 

functional types (operations, marketing, and R&D) with the two directional types (unilateral 

and bilateral) produces a three by two matrix of alliance content. The six different categories 

provide a narrow measure of relationship dynamics. Table 1 gives an overview of these six 

possibilities and their definitions. As mentioned before, alliances often involve multiples of 

these six possible content categories.  

Table 1  Alliance activity categorization 

  

 Alliance Activity Direction  

 Bilateral Unilateral 

A
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T
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e Operational 

Companies A and B 

both perform 

operational activities 

Company A provides 

operational activities for 

Company B 

Marketing 

Companies A and B 

both perform marketing 

activities 

Company A provides 

marketing activities for 

Company B 

R&D 

Companies A and B 

both perform R&D 

activities 

Company A performs R&D 

activities for Company B 

 

Bilateral R&D 

In the following section, we formulate several hypotheses about bilateral R&D being 

the precursor of PAs. The handful of papers written about PAs, either about their level of 

occurrence or their performance effects, seem to agree on the fact that knowledge-intensive 

alliances in particular, either learning or R&D settings, are typical PA environments 

(Hagedoorn & Sadowski, 1999; Porrini, 2004; Yang et al., 2011; Zaheer et al., 2010). In our 

hypothesis section, we build on these previously described ideas about bilateral R&D being the 

most logical precursor of PAs. Those earlier papers looked at the industry setting as a crude 
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proxy for the type of relationship. Our paper uses actual initial alliance content to create a 

dyadic level of alliance content.  

Opportunistic Behavior 

One of the processes often assumed to lead to the choice of acquisitions over further 

alliances is the threat and effect of opportunistic behavior between partners. The integration of 

activities into a single firm is expected to decrease the threat and effect of opportunistic 

behavior (Klein, Crawford, & Alchian, 1978; Williamson, 1975, 1985). Learning races and 

undesirable knowledge leakage are examples of opportunistic behavior that are typically 

associated with bilateral R&D activities. 

Learning races are situations in which both partners are actively trying to learn or steal 

knowledge from the other by absorbing as much know-how as possible, as quickly as possible 

(Hamel, 1991). Such races are most often associated with R&D activities (Khanna, Gulati, & 

Nohria, 1994; Larsson, Bengtsson, Henriksson, & Sparks, 1998; Yang, Zheng, & Zaheer, 2015) 

because knowledge cannot be as easily contained as physical assets and because knowledge 

strongly influences future company prospects. If an employee of Company A learns something 

from Company B, this cannot be unlearned; the knowledge cannot be contained within that one 

company by the other giving it back (Arrow, 1963; Oxley, 1997). 

Undesirable knowledge leakage is most likely to occur during bilateral R&D (Sampson, 

2005). This is because during bilateral activities, employees work together more closely than 

in unilateral activities. Knowledge flows more easily between employees when they have 

increased levels of direct contact (Cantwell & Santangelo, 1999).  

In the case of knowledge leakage and learning races, the relationship between partner 

companies is likely to become damaged because trust within the relationship decreases (Anand 

& Khanna, 2000b; Gulati, 1995; Krishnan, Geyskens, & Steenkamp, 2016; Zaheer, McEvily, 

& Perrone, 1998). A PA can be a way to address the effects of opportunistic behavior. On the 
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one hand, by performing an acquisition after the first alliance, the effects of the learning races 

or undesirable knowledge leakage can be contained by redrawing the borders of the firm around 

both partners. On the other hand, if knowledge was not learned during the alliance, a PA can 

be used as last resort to acquire the knowledge. Bilateral R&D alliances are, due to learning 

races and undesirable knowledge leakage, at relatively high risk of opportunistic behavior. A 

first alliance involving bilateral R&D, therefore, is likely to have a higher likelihood of leading 

to an acquisition to handle the effect of opportunistic behavior. Such a PA, induced by 

opportunistic behavior, would qualify as a post-alliance acquisition (Stienstra & Martin, 2017).  

Coordination Needs and Benefits 

One other process that is often assumed to lead to the choice of acquisitions over 

alliances is the higher potential of providing coordination through acquisitions. An acquisition 

provides more potential for integration than alliances. Well-integrated activities are connected 

to easier knowledge flow and therefore better decision making.   

Actors belonging to the same firm will start to develop routines and a common language 

leading to better communication (Cohen & Levinthal, 1990; Kale, Singh, & Perlmutter, 2000; 

Kogut & Zander, 1992; Nahapiet & Ghoshal, 1998). Shared routines and common language 

are especially important in long-term relationships, because it is much harder to determine if 

views align when the ultimate goal is far in the future. In short-term relationships, with shorter 

deadlines, it is easier to isolate and solve communication problems (Chi, 1994; Zahra, Ireland, 

& Hitt, 2000).  

R&D is the functional type with the longest time horizon. Among the functional forms, 

R&D is therefore the most likely to have a high demand for shared routines and language, while 

operations and marketing alliances tend to have shorter deadlines (Levinthal & March, 1993; 

Sampson, 2004; Yang et al., 2011). The effect of marketing and operations activities becomes 

visible more quickly and is easier to measure than that of R&D efforts (Anand & Khanna, 
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2000a; Nohria & Garcia‐Pont, 1991). The feedback loops in R&D activities are longer, and 

obtaining a good understanding of the partners' respective needs requires more coordination 

than with the other types of alliances.  

Bilateral alliances also require closely shared routines and language. If employees from 

different companies are working on a joint project, there will be a considerable flow of 

information beyond the respective companies’ borders. In unilateral relationships, the 

communication is more one-sided, making the need for shared routines and language less 

stringent (Mowery, 1996; Porrini, 2004; Rothaermel & Deeds, 2004; Zaheer et al., 2010). In 

other words, information only has to be “translated” from one side to the other in such 

relationships. The continuous, multidirectional information streams in bilateral relationships, 

by contrast, demand a high level of shared routines and language.  

The high level of interdependence of bilateral R&D activities, complexity and 

uncertainty make the writing of complete alliance contracts very hard (Gulati & Singh, 1998; 

Martínez-Noya & Narula, 2018; Thompson, 1967). This means that firms performing an initial 

alliance with bilateral R&D activities, compared to firms having an initial alliance containing 

different activities, have a higher likelihood of realizing that the next alliance should be better 

organized as an acquisition. A PA to facilitate better communication (Grant, 1996) is therefore 

more likely induced by initial bilateral R&D activities than through other alliance activities. 

This reasoning would also qualify as a post-alliance acquisition argument (Stienstra & Martin, 

2017). 

Level of Control 

Finally, the need for integration through an acquisition can also be driven by the level of 

control demanded over a resource. Control over core value creators is crucial (Mudambi & 

Tallman, 2010), and R&D resources are typically characterized as resources that give a firm 

an extra competitive edge (Chan et al., 1997; Kale et al., 2002; Lane & Lubatkin, 1998).  
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If an activity requires two firms to complete it, as is the case for bilateral R&D, that activity 

is more likely to have a bigger value potential. Moreover, if two firms are involved, the 

combination of their resources is more likely to lead to a rare, and hard to copy, effect (Barney, 

1991). Firms are therefore expected to search for a high level of hierarchical control over the 

highly important resources connected to bilateral R&D after a successful initial alliance.  

A PA resulting from the need to control core value creators can be best classified as a pre-

alliance acquisition (Stienstra & Martin, 2017). The firms entering into a bilateral R&D alliance 

will likely know beforehand that they should act upon a successful result of the alliance, but 

they would only choose to integrate after the combination in fact created a core value creator. 

Due to the high level of uncertainty connected to bilateral R&D activities, compared to other 

type of activities, bilateral R&D activities especially might first be organized in an alliance 

before an acquisition is performed.    

The previous paragraphs show that there are three different influential explanations of why 

bilateral R&D activities, in contrast to other alliance activities, have a higher likelihood of 

moving to a PA instead of performing another alliance.  This leads us to hypothesis 1 of this 

paper.  

Hypothesis 1: A bilateral R&D alliance has a higher likelihood of resulting in a PA 

instead of leading to another alliance. 

Moderating Effects 

In this section, we create three moderating hypotheses as variations on the main effect 

of bilateral R&D. We look at the boundary conditions for our predicted main effect, because 

boundary conditions can rule out alternative explanations and might actually be a better way 

of pinpointing an effect in the event of a potentially weak main effect (Zaheer et al., 2010). We 

construct moderating hypotheses based on three relationship characteristics that have been 

predicted to play a role in PA occurrence in an R&D setting: similarity, cross-border 
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interaction, and high-tech industry incidence (Hagedoorn & Sadowski, 1999). Chapter 2 of the 

dissertation confirmed the relevance of these variables.  

The likelihood of opportunistic behavior through learning races or undesirable 

knowledge leakage goes up if an alliance is between similar partners. Similar firms understand 

the background and context of their bilateral R&D activities better and are therefore more 

capable of using the knowledge learned. Their absorptive capacity for each other’s knowledge 

is higher than between non-similar firms (Cohen & Levinthal, 1990; Cummings & Teng, 2003; 

Zanarone, Lo, & Madsen, 2016). This means that within similar firms, the problem of potential 

opportunistic behavior is heightened. 

Dissimilar firms will have more knowledge that is at risk. When partnering companies 

have dissimilar knowledge bases, there is a greater likelihood of learning occurring in general 

(Zhang & Baden-Fuller, 2010), because dissimilar firms simply have more to learn from one 

another. However, similar firms stand to benefit more in terms of the decision making process 

from activities that lead to more information (Coff, 1999). Similar firms have an easier time 

using the new information because the information is easier to put into perspective. Similar 

firms also tend to be competitors, which makes any leaked knowledge a bigger tragedy than 

for firms that are dissimilar. The urgency to solve a leaked knowledge problem will be bigger 

between competitors, which are usually more similar firms, than between non-competitors 

(Wang & Zajac, 2007).  

The likelihood of discovery of synergy possibilities, such as scale and scope 

advantages, being discovered through bilateral R&D activities is higher between similar firms 

compared to less similar firms (Das et al., 1998; Kaplan & Weisbach, 1992; Makri, Hitt, & 

Lane, 2010; Merchant & Schendel, 2000). The discovery of synergies will likely lead to 

choosing an acquisition over another alliance because of the higher potential for coordination 

gains through an acquisition.    
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 Lastly, if an alliance containing bilateral R&D is a success, the new-found resource that 

could lead to a competitive advantage will likely also create a battle about single ownership in 

the competing, yet partnering, firms. Each wants to control the alliance to create a sustainable 

competitive advantage for themselves. In such cases, a PA would be a way for each firm to 

control the resource.  

Hypothesis 2A: A bilateral R&D alliance among partners that share a similar industry 

background (rather than a dissimilar one) has a higher likelihood of ending in a PA instead of 

leading to another alliance. 

 

The likelihood that problems related to knowledge leakage and knowledge races lead 

to a PA is highest if the leaked knowledge is very valuable and possibly crucial to a competitive 

advantage (Giarratana & Mariani, 2014; Ozmel et al., 2017). When the dyad becomes a single 

company, the leaked knowledge will once again be localized within one company’s borders 

and control over the resource restored.   

Knowledge with a high potential for providing competitive advantage, such as valuable 

or dangerous knowledge, is the kind most likely to be shared in high-tech industries. 

Knowledge is essential in the high-tech industry because innovation is key (Eisenhardt & 

Schoonhoven, 1996). The high-tech industry is also characterized by fast cycles, making the 

importance of quickly creating new knowledge critical and its loss disastrous (Eisenhardt, 

1989). The general high uncertainty levels in that industry make leaked knowledge a big risk 

factor for future performance. Alliances involving bilateral R&D, which have a greater threat 

of opportunistic behavior, should therefore lead to more PA behavior instead of to more 

alliances, especially in the high-tech industry. 

Due to the quickly changing environment in high-tech industries, it is harder than 

elsewhere to write complete alliance contracts for bilateral R&D (Gulati & Singh, 1998). This 
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complexity in contract writing leads to a high likelihood of having to increase the level of 

integration between the activities to facilitate the right level of coordination by a post-alliance 

acquisition. The quickly changing environment also creates higher than elsewhere ex-ante 

information asymmetries. These ex-ante information asymmetries can be mitigated by first 

performing an alliance before executing an acquisition, therefore, leading to a pre-acquisition 

alliance.  

 Hypothesis 2B: A bilateral R&D alliance occurring in a high-tech industry (rather than 

in a non-high-tech industry) has a higher likelihood of ending in a PA instead of leading to 

another alliance. 

Zaheer et al. (2010) found that within a PA sample only, international acquirers 

especially gain value through the PA. There are several reasons why cross-border relationships 

are an interesting moderator.  

 Performing an acquisition after an alliance could open up integration possibilities 

which were not available through the alliance. This means that, especially in situations with 

coordination problems, a PA would add more value than performing another alliance (Bowman 

& Hurry, 1993). Cross-border alliances are often the most extreme cases of coordination 

problems. In such relationships, employees will likely have different cultures that make optimal 

communication challenging (Kogut & Singh, 1988; Morosini, Shane, & Singh, 1998; Park & 

Ungson, 1997). We already explained in building hypothesis 1 that bilateral R&D alliances, in 

particular, require shared routines and common language. This means that bilateral R&D 

alliances in cross-border alliances should experience a particularly high need for extra 

coordination.  

A second explanation for a moderating effect on the part of cross-border alliances is, 

again, the likelihood of learning races. The tendency towards active learning will be higher in 

bilateral R&D alliances in a cross-border setting (Choi & Contractor, 2016; Martínez-Noya & 
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Narula, 2018; Oxley & Sampson, 2004). The initial alliance is created because of a need for 

knowledge that is apparently harder to find at home. Zaheer et al. (2010) found added value of 

earlier alliances for the profitability of cross-border PAs. This means that the knowledge 

acquired in such alliances is likely to be extremely valuable, producing high incentives for 

opportunistic behavior.  

This threat of opportunistic behavior is heightened even more in a cross-border setting 

because the likelihood of mutual hostages is lower than for firms in the same county (Das & 

Teng, 1996; Williamson, 1983). Dampers to behavior, such as the value of reputation, will be 

less powerful in a cross-border setting (Krishnan et al., 2006; Schilke & Cook, 2015). A PA 

can then, again, be created either in an attempt to contain the knowledge in-house by nullifying 

the effect of stolen or leaked knowledge, or as a last resort if learning from the alliance partner 

through the alliance did not work out well enough.  

If cross-border activities are indeed likely to involve an extra valuable resource, there 

is also a good likelihood that each of the firms will want to contain and control it within their 

boundaries to hold on to their competitive advantage.  

 Hypothesis 2C: A bilateral R&D alliance occurring in a cross-border setting (rather 

than within one country) has a higher likelihood of ending in a PA instead of leading to another 

alliance. 

 

Method 

Data 

The Securities Data Corporation (SDC) databases provided the starting point for the 

data used in the current paper. The SDC consists of two databases, one containing information 

on alliances and the other, information on acquisitions. A large volume of the existing literature 

uses SDC data because it is the most complete cross-industry database accessible to 
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researchers. The database is known to have flaws, which is why we vigorously checked the 

SDC records before including them in our analyses. 

For this paper, we extracted all acquisitions and alliances from 1990 through 2011 in 

which at least one dyad partner was a U.S. organization. The SDC database has many more 

missing observations for the period before 1990 than after (Schilling, 2009). We chose dyads 

in which at least one partner was from the U.S. to control for one partner’s nationality and to 

ensure consistency in media coverage and accessibility. The SDC acquisition database records 

always consist of only two companies, never more. To maintain consistency between the two 

databases, we eliminated those alliances in the alliance database that had more than two 

partners. This also avoids possible structural differences between dyads and triads or bigger 

consortia. Finally, we eliminated state-owned organizations, because parent company 

financials are not comparable in such cases. 

We then selected dyads that had at least two events. This could be two alliances or one 

alliance and an acquisition. All the events were checked via Lexis Nexis to verify the existence 

of the events reported in the SDC database and to determine the alliance content correctly. 

Based on the news articles from Lexis Nexis, we excluded dyads that seemed to have a 

longstanding relationship from before 1990. This selection process led to 597 dyads with 

repeated relationships, of which 237 ended with an acquisition. 

Variables 

Dependent Variable 

The dependent variable is a dummy measuring whether that dyad had experienced one 

member in an alliance acquiring the other or not. If the variable has a value of 1, an acquisition 

occurred; a value of 0 indicates that only other alliances occurred.  
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Independent Variables for Hypothesis Testing 

Bilateral R&D: A dummy variable coded from Lexis Nexis news articles. The dummy 

indicates joint research and development activities, such as the creation of new technologies or 

products, efforts to increase innovation speed, or shared product integration. 

Similarity: We measure similarity by looking at overlapping SIC codes. A dyad 

received a 1 on our similarity measure if the firms’ primary SIC codes share the same three or 

four digits (Fan & Lang, 2000).  

Cross-border: The cross-border dummy receives a value of 1 if one of the two ultimate 

parent companies is not a U.S. company.  

High-tech industry: The high-tech dummy receives a value of 1 if the industry in which 

the alliance operates is a high-tech industry, as reported by SDC.  

Additional Alliance Content Variables 

All our independent alliance content variables are dummy variables, and their content 

was coded based on the news articles we found. The alliance content can comprise multiple 

activities. It is possible for an alliance to score a 1 on multiple content dummies. This means 

that we do not have to use an omitted category and the effect of the individual alliance content 

groups can be determined directly.  

Bilateral operations: This consists of joint production or other forms of joint operational 

activities, such as building a factory together.  

Bilateral marketing: Both companies are involved in marketing activities for jointly 

branded products or each company markets the other’s products. This can involve joint 

distribution, joint sales, joint customer service, or joint customer loyalty programs. 

Unilateral operations: One firm provides access to tangible inputs or delivers operational 

activities, such as processing, production, or storage, to the other. 
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Unilateral marketing: One firm provides distribution and other marketing activities, such 

as sales and services, for the other partner.  

Unilateral R&D: One firm performs R&D activities for the other. In this case, it is clear 

that one of the partners alone performs the R&D. 

Control Variables 

Size difference 1, Public status difference: Because our sample contains several private 

firms, it would have been very complicated to gather information about exact firm size. The 

public status of a company is often related to its size and is therefore used in this paper as a 

proxy for size. Public firms are generally bigger than private firms. Private firms are therefore 

easier to acquire than public firms. We measured the public status difference with a dummy 

which receives a value of 1 if one (and only one) of the two companies is a private company at 

the moment of the last event.  

Size difference 2, Not own ultimate partner difference.  Due to the complexity of 

gaining size data, a second possible size difference indicator was formed. This second size 

difference indicator is another dummy which receives a value of 1 if one (and only one) of the 

two companies is not its own ultimate parent.  

Minority investment: If the first alliance involved one company taking a minority stake 

in the other, the minority investment dummy receives a value of 1. Lexis Nexis was also the 

source of this data.  

Joint venture: If the first alliance involved the creation of a joint venture, the JV dummy 

receives a value of 1 (Gulati & Singh, 1998). We again coded this data based on Lexis Nexis 

news articles. 

Wave 1997-2000 and Wave 2004-2007: The acquisition literature has found that 

acquisitions often happen in waves, representing peaks in acquisition behavior over time. 

Companies copy one another’s strategies and economic factors can create positive or negative 
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acquisition climates over time. We controlled for the two waves that happened during the time 

frame of our database: one between 1997 and 2004; the other between 2004 and 2007. For both 

wave dummies, a value of 1 indicates that the last recorded event happened during that 

particular acquisition wave. 

Total event amount: We included a measure of the total number of events that occurred 

between the two partners.  

Days between events: We added a variable for the amount of time passed between the 

first and second events. This variable comes from alliance research, which has found that the 

likelihood of another event decreases over time (Meschi, Metais, & Shimizu, 2018). 

Alliance/acquisition propensity: This measurement is the sum of all alliances and 

acquisitions of both partners recorded by SDC over the course of the entire timeframe of our 

sample. It was not possible to add acquisition and alliance tendencies as separate variables due 

to a very high correlation between them.  

Licensing: Several of the alliances contained a licensing activity. One of the companies 

gave access to proprietary knowledge. This activity did not fit in any of the six alliance 

content categories, but we did code it as an activity based on Lexis Nexis news articles. In the 

models containing all alliance activities licensing is therefore added as a control.  

Models and Estimation Methods 

We used logistic regression to analyze the data, a method widely used in management 

theory. Two different types of model specifications were used to test the hypotheses. The first 

one modeled bilateral R&D as a separate variable, alone, without any other variables to 

measure alliance content. The coefficient in that case indicates the effect of an alliance 

including bilateral R&D versus alliances without any form of bilateral R&D. This implicitly 

compares the effect of bilateral R&D to that of other alliance content factors. It is the most 

frequently used method in the existing literature. The second specification used bilateral R&D 
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in addition to all the other forms of alliance content that we measured. Several alliances served 

multiple functions. This ability to incorporate multi-content allowed us to use all the dummies 

next to one another without incurring specification problems. The coefficient of bilateral R&D 

in that case shows the effect of performing bilateral R&D versus that of not performing bilateral 

R&D. It does not implicitly compare it to other forms of alliances.  

Logistic regression can lead to misspecification in cases of right censoring. To 

investigate the threat of right censoring, we made an estimation of the amount of dyads at risk 

of being censored due to the timing of our sample. Right censoring could be an issue for those 

alliance partners that had two alliances at the end of our sample but may also have executed an 

acquisition after our sample ended. In our acquisition transition group (237 dyads), a little over 

5% of the acquisitions occurred after more than two alliances. In only one case did the 

acquisition happen after three alliances. To assess the threat of right censoring, we calculated 

the average number of days between an acquisition and its previous alliance; this was 777 days. 

Only 10 of the cases of dyads with only two recorded alliances had fewer than 777 days before 

the end of the sample. If we take into account the average amount of days plus one standard 

deviation, we have 39 dyads that had two recorded alliances at the closing date of our sample. 

If we assume that of those 39 dyads, 5% (the 5% of dyads performing a third governance mode 

that is an acquisition) are misspecified due to right censoring, this would lead to a likely 

misspecification of about two dyads. This represents a misspecification of less than 1% of the 

sample, which is a very small amount. We are therefore confident in our use of logistic 

regression.  

We created interaction terms in the logistic regression to test our hypotheses. In addition 

to a moderated logistic regression on the whole sample, we ran several split sample regressions 

to provide exploratory insight into what is driving PA occurrence. Almost all of our variables 
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are dummy variables, which can lead to problems in terms of overusing interaction effects. In 

such a case, a split sample can be a good solution. 

A small number of the firms in our sample have been very active, and to take this into 

account we clustered the errors for the few firms that had relatively many observations 

following the Eicker-Huber-White-robust treatment of errors (White, 1980). This treatment 

leads to more accurate standard errors due to it making as few assumptions as possible. 

 

Results  

Table 2 contains the important summary statistics on the independent variables and the 

control variables. All the variables are dummies, which makes the conversion from means to 

percentages straightforward. The correlations are modest, and the highest absolute values are 

consistent with the mutually exclusive nature of the independent variables. Looking at the 

means, the first interesting observation is that within this wide variety of alliances, almost 40% 

of the repeated alliances switch to a PA. This percentage is even slightly higher than what we 

found in Chapter 2. This strengthens our original idea that the PA is a relevant phenomenon.  

If we take a closer look at the means, it is interesting to see that although the distribution 

between bilateral and unilateral activities is roughly equal (0.55 versus 0.49), the distribution 

between Bilateral R&D and Unilateral R&D is extremely skewed. While striking, these results 

are in line with observations from the academic and business world. Mowery (1996), for 

example, found a similar skewed distribution for these two types of alliances. Their variable, 

“R&D contracts,” even had the same 4% proportion. The big dispersion between the two types 

of R&D validates the importance of splitting this R&D group into segments. If we had kept 

them all together as total R&D, the effects of the smaller groups would have been crowded out 

by the bigger groups.  
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Table 3 presents the results for the more traditional method of using only the Bilateral 

R&D variable to test our main hypothesis, rather than modeling it alongside the other alliance 

content variables. In Model 3 of Table 3, the coefficient of Bilateral R&D is above one, 

indicating a positive effect, but the coefficient is insignificant, Hypothesis 1 should be rejected.  
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Table 2 Correlation table 

  Mean SD 1 2 3 4 5 6 7 8 9 10 11 

1 Acquisition 0.398 0.490            

2 Wave 1997-2000 0.300 0.459 -0.054           

3 Wave 2004-2007 0.237 0.425 0.129 -0.365          

4 Total event amount 2.225 0.600 -0.225 0.072 -0.044         

5 Days between events 958 815 -0.222 -0.029 0.066 -0.034        

6 Alliance/acquisition propensity 190 249 -0.402 0.058 -0.097 0.457 0.185       

7 Size difference 1 0.102 0.303 0.020 -0.076 0.086 -0.108 -0.021 -0.129      

8 Size difference 2 0.242 0.428 -0.010 0.006 -0.019 -0.094 -0.084 -0.179 -0.061     

9 Similarity 0.458 0.499 0.182 -0.029 0.051 -0.058 -0.082 -0.154 0.067 -0.023    

10 Cross border 0.424 0.495 -0.191 0.045 0.001 -0.045 0.075 -0.103 0.012 0.134 -0.027   

11 High tech industry 0.304 0.460 -0.141 0.037 -0.127 0.136 0.062 0.204 -0.030 -0.049 0.081 -0.050  
12 Minority investment 0.109 0.312 0.123 0.041 -0.017 -0.033 -0.031 -0.134 0.006 0.029 0.110 -0.039 0.003 

13 Joint venture 0.117 0.322 -0.020 0.057 -0.056 0.011 -0.011 -0.105 0.032 0.086 -0.001 0.130 -0.116 

14 Licensing 0.257 0.437 -0.007 0.042 -0.074 -0.047 -0.042 -0.069 0.017 -0.045 0.023 -0.077 0.071 

15 Bilateral Operations 0.072 0.259 -0.068 0.030 -0.064 0.025 0.015 -0.127 -0.051 0.100 -0.022 0.115 -0.100 

16 Bilateral Marketing 0.186 0.390 0.060 0.016 0.109 -0.064 0.088 0.048 -0.005 -0.038 0.036 -0.045 -0.044 

17 Unilateral Operations 0.040 0.197 0.043 0.033 -0.014 -0.020 -0.023 -0.066 -0.041 -0.056 -0.017 0.100 -0.024 

18 Unilateral Marketing 0.210 0.407 0.137 -0.077 0.043 -0.090 -0.019 -0.135 0.003 0.152 -0.002 0.050 -0.098 

19 Unilateral R&D 0.044 0.204 -0.073 0.003 0.036 0.030 0.013 0.046 -0.018 -0.025 0.051 -0.067 0.091 

20 Bilateral R&D 0.388 0.488 -0.034 -0.048 0.035 0.069 0.014 0.213 0.038 -0.087 -0.026 -0.042 0.141 

        12 13 14 15 16 17 18 19    

13 Joint venture   -0.044           

14 Licensing   -0.008 -0.167          

15 Bilateral Operations   -0.035 0.503 -0.164         

16 Bilateral Marketing   -0.084 0.080 -0.222 -0.100        

17 Unilateral Operations   0.038 0.005 -0.023 -0.024 -0.098       

18 Unilateral Marketing   0.084 -0.086 -0.303 -0.144 -0.215 -0.022      

19 Unilateral R&D   0.057 -0.078 -0.069 -0.060 -0.081 -0.044 0.051     

20 Bilateral R&D   0.064 -0.098 -0.294 -0.169 0.079 -0.163 -0.300 -0.153    
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Table 3 Bilateral R&D alone             

 Model 1 Model 2 Model 3 

Size 1: Public status difference 0.664  0.664  0.652  

 (0.234) [0.246] (0.248) [0.273] (0.244) [0.253] 

Size 2: Not ultimate parent 

difference 0.561 *** 0.649 * 0.656 * 

 (0.117) [0.006] (0.143) [0.050] (0.145) [0.056] 

Alliance/acquisition propensity 0.995 *** 0.995 *** 0.995 *** 

 (0.001) [0.000] (0.001) [0.001] (0.002) [0.001] 

Minority investment 1.713 * 1.520  1.473  

 (0.492) [0.061] (0.479) [0.185] (0.467) [0.222] 

Joint venture 0.718  0.788  0.801  

 (0.216) [0.270] (0.240) [0.435] (0.244) [0.466] 

Days between events 0.999 *** 0.999 *** 0.999 *** 

 (0.000) [0.000] (0.000) [0.000] (0.000) [0.000] 

Wave 1997-2000 0.955  1.024  1.026  

 (0.207) [0.830] (0.234) [0.919] (0.235) [0.909] 

Wave 2004-2007 1.645 ** 1.634 * 1.608 * 

 (0.415) [0.049] (0.424) [0.0584] (0.420) [0.069] 

Total event amount 0.514 *** 0.509 ** 0.513 ** 

 (0.130) [0.008] (0.134) [0.0106] (0.138) [0.0128] 

Similarity   1.657 ** 1.661 ** 

   (0.360) [0.0199] (0.362) [0.0198] 

Cross border   0.318 *** 0.318 *** 

   (0.067) [0.000] (0.0670) [0.000] 

High tech alliance   0.698  0.686  

   (0.161) [0.119] (0.157) [0.100] 

Bilateral R&D     1.218  

     (0.260) [0.356] 

Constant 9.796 *** 13.15 *** 12.25 *** 

 (5.081) [0.000] (7.224) [0.000] (6.886) [0.000] 

Observations 596  596  596  
Pseudo R-squared 0.206  0.255  0.257  
Chi-squared 68.6 [0.000] 90.17 [0.000] 92.53 [0.000] 

Logistic regression outcomes on the dummy variable measuring if the dyadic relationship ends in 

a PA. Estimated odss ratios are in bold. Standard errors are in parentheses. P−values are between 

square brackets. All tests are two tailed. Standard errors are clustered to account for the companies 

that occur relatively often in the sample.  

  

Table 4 shows the results of the regression models that test our main hypothesis when 

taking all alliance content variables into account. Model 3 of Table 4 shows again a positive 

effect for  Bilateral R&D but also in table 4 the result is not statistically significant. Hypothesis 

1 is therefore rejected; bilateral R&D does not seem to drive PAs.  
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Table 4 Bilateral R&D compared to all type of alliances 

 Model 1 Model 2 Model 3 

Size 1: Public status difference 0.668  0.673  0.662  

 (0.236) [0.253] (0.252) [0.291] (0.256) [0.286] 

Size 2: Not ultimate parent difference 0.551 *** 0.636 ** 0.594 ** 

 (0.116) [0.005] (0.140) [0.040] (0.139) [0.026] 

Alliance/acquisition propensity 0.995 *** 0.995 *** 0.995 *** 

 (0.001) [0.000] (0.002) [0.001] (0.001) [0.000] 

Minority investment 1.684 * 1.475  1.421  

 (0.484) [0.070] (0.463) [0.216] (0.464) [0.281] 

Joint venture 0.667  0.720  0.932  

 (0.204) [0.186] (0.225) [0.294] (0.351) [0.852] 

Days between events 0.999 *** 0.999 *** 0.999 *** 

 (0.000) [0.000] (0.000) [0.000] (0.000) [0.000] 

Total event amount 0.508 *** 0.497 *** 0.539 ** 

 (0.126) [0.006] (0.129) [0.007] (0.148) [0.025] 

Wave 1997-2000 0.972  1.053  1.023  

 (0.211) [0.896] (0.241) [0.822] (0.239) [0.921] 

Wave 2004-2007 1.607 * 1.581 * 1.551  

 (0.406) [0.060] (0.412) [0.079] (0.420) [0.106] 

Licensing 0.751  0.683  1.157  

 (0.165) [0.193] (0.161) [0.107] (0.380) [0.657] 

Similarity   1.668 ** 1.696 ** 

   (0.364) [0.019] (0.382) [0.019] 

Cross border   0.309 *** 0.291 *** 

   (0.066) [0.000] (0.065) [0.000] 

High tech alliance   0.709  0.732  

   (0.164) [0.138] (0.173) [0.188] 

Bilateral Operations     0.819  

     (0.422) [0.698] 

Bilateral Marketing     1.891 ** 

     (0.576) [0.036] 

Unilateral Marketing     2.556 ** 

     (0.933) [0.010] 

Unilateral Operations     2.043  

     (1.041) [0.161] 

Unilateral R&D     0.367  

     (0.233) [0.114] 

Bilateral R&D     1.478  

     (0.421) [0.170] 

Constant 11.19 *** 15.95 *** 7.583 *** 

  (5.754) [0.000] (8.813) [0.000] (4.779) [0.001] 

Observations 596  596  596  
Pseudo R-squared 0.208  0.259  0.280  
Chi-squared 69.60 [0.000] 89.64 [0.000] 93.65 [0.000] 
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Logistic regression outcomes on the dummy variable measuring if the dyadic relationship ends 

in a PA. Estimated odss ratios are in bold. Standard errors are in parentheses. P−values are 

between square brackets. All tests are two tailed. Standard errors are clustered to account for the 

companies that occur relatively often in the sample.  

 

In the absence of a main effect, an interaction effect can still exist and be valuable. 

Zaheer et al. (2010) did not find a general performance effect for acquiring an alliance partner, 

but did find some significant performance effects under certain conditions. They argue that 

moderation effects are still valuable without the main effect and that it reveals important 

boundary conditions if moderation is significant and the main effect is not. Table 5 and 6 show 

the testing of the interaction effects each in separate samples. Table 5 only tests the effect 

against Bilateral R&D only and table 6 looks at the effect together with the other alliance 

content variables.  

In both tables the results are the same, with only the odss ratios of the interaction with 

Similarity being significant. The effect size of both mode specifications is very stable with an 

odss ratio a bit above 2.  

Table 5 Interactions against bilateral R&D only 

 Model 1 Model 2 Model 3 

Size 1: Public status difference 0.666  0.653  0.654  

 (0.245) [0.270] (0.245) [0.256] (0.243) [0.253] 

Size 2: Not ultimate parent difference 0.661 * 0.656 * 0.656 * 

 (0.147) [0.062] (0.144) [0.056] (0.145) [0.056] 

Alliance/acquisition propensity 0.995 *** 0.995 *** 0.995 *** 

 (0.002) [0.001] (0.002) [0.001] (0.002) [0.001] 

Minority investment 1.464  1.472  1.474  

 (0.476) [0.241] (0.467) [0.223] (0.467) [0.222] 

Joint venture 0.831  0.802  0.797  

 (0.254) [0.545] (0.245) [0.469] (0.244) [0.458] 

Days between events 0.999 *** 0.999 *** 0.999 *** 

 [0.000] [0.000] (0.000) [0.000] (0.000) [0.000] 

Wave 1997-2000 0.504 ** 0.514 ** 0.511 ** 

 (0.137) [0.012] (0.137) [0.013] (0.136) [0.012] 

Wave 2004-2007 1.042  1.028  1.030  

 (0.241) [0.860] (0.237) [0.905] (0.234) [0.895] 

Total event amount 1.580 * 1.608 * 1.613 * 

 (0.410) [0.0780] (0.419) [0.069] (0.417) [0.065] 
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Similarity 1.260  1.661 ** 1.660 ** 

 (0.329) [0.376] (0.361) [0.020] (0.362) [0.020] 

Cross border 0.316 *** 0.318 *** 0.327 *** 

 (0.067) [0.000] (0.067) [0.000] (0.081) [0.000] 

High tech alliance 0.679 * 0.698  0.686  

 (0.157) [0.094] (0.206) [0.224] (0.158) [0.101] 

Bilateral R&D 0.827  1.235  1.259  

 (0.227) [0.489] (0.306) [0.395] (0.361) [0.421] 

Bilateral R&D * Similarity 2.245 **     

 (0.892) [0.042]     

Bilateral R&D * High-tech industry   0.955    

   (0.421) [0.917]   

Bilateral R&D * Cross-border     0.923  

     (0.421) [0.861] 

Constant 14.50 *** 12.15 *** 12.18 *** 

 (8.237) [0.000] (6.841) [0.000] (6.831) [0.000] 

Observations 596  596  596  
Pseudo R-squared 0.261  0.257  0.257  
Chi-squared 95.16 [0.000] 92.82 [0.000] 94.45 [0.000] 

Logistic regression outcomes on the dummy variable measuring if the dyadic relationship ends in 

an acquisition. Estimated odss ratios are in bold. Standard errors are in parentheses. P−values are 

between square brackets. All tests are two tailed. Standard errors are clustered to account for the 

companies that occur relatively often in the sample.  

 

Table 6 Interactions against all types 

 

Model 

1  

Model 

2  

Model 

3  
Size 1: Public status difference 0.674  0.666  0.660  

 (0.258) [0.302] (0.259) [0.297] (0.253) [0.280] 

Size 2: Not ultimate parent 

difference 0.594 ** 0.592 ** 0.595 ** 

 (0.139) [0.027] (0.139) [0.0251] (0.139) [0.027] 

Alliance/acquisition propensity 0.995 *** 0.995 *** 0.995 *** 

 (0.001) [0.000] (0.001) [0.000] (0.002) [0.000] 

Minority investment 1.414  1.420  1.421  

 (0.477) [0.305] (0.463) [0.281] (0.464) [0.282] 

Joint venture 0.967  0.933  0.935  

 (0.362) [0.930] (0.352) [0.853] (0.352) [0.858] 

Days between events 0.999 *** 0.999 *** 0.999 *** 

 (0.000) [0.000] (0.000) [0.000] (0.000) [0.000] 

Total event amount 0.532 ** 0.543 ** 0.540 ** 

 (0.148) [0.023] (0.149) [0.0257] (0.148) [0.025] 

Wave 1997-2000 1.034  1.031  1.021  

 (0.243) [0.885] (0.241) [0.898] (0.235) [0.929] 

Wave 2004-2007 1.502  1.548  1.547  

 (0.407) [0.133] (0.418) [0.105] (0.416) [0.104] 
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Licensing 1.118  1.141  1.157  

 (0.375) [0.739] (0.377) [0.690] (0.379) [0.656] 

Similarity 1.241  1.694 ** 1.697 ** 

 (0.339) [0.428] (0.381) [0.019] (0.383) [0.019] 

Cross border 0.290 *** 0.292 *** 0.286 *** 

 (0.065) [0.000] (0.065) [0.000] (0.075) [0.000] 

High tech alliance 0.729  0.793  0.731  

 (0.174) [0.186] (0.239) [0.442] (0.174) [0.187] 

Bilateral Operations 0.806  0.822  0.817  

 (0.413) [0.673] (0.424) [0.704] (0.420) [0.694] 

Bilateral Marketing 1.988 ** 1.906 ** 1.892 ** 

 (0.630) [0.030] (0.582) [0.035] (0.575) [0.036] 

Unilateral Marketing 2.541 ** 2.555 ** 2.559 *** 

 (0.938) [0.012] (0.931) [0.010] (0.930) [0.010] 

Unilateral Operations 2.017  2.026  2.056  

 (1.006) [0.160] (1.023) [0.162] (1.049) [0.158] 

Unilateral R&D 0.384  0.363  0.365  

 (0.240) [0.125] (0.230) [0.110] (0.233) [0.114] 

Bilateral R&D 0.945  1.557  1.449  

 (0.322) [0.868] (0.481) [0.152] (0.515) [0.297] 

Bilateral R&D * Similarity 2.450 **     

 (1.005) [0.029]     

Bilateral R&D * High-tech industry   0.825    

   (0.373) [0.670]   

Bilateral R&D * Cross-border     1.049  

     (0.486) [0.917] 

Constant 9.204 *** 7.368 *** 7.607 *** 

  (5.839) [0.000] (4.636) [0.002] (4.801) [0.001] 

Observations 596  596  596  
Pseudo R-squared 0.286  0.281  0.280  
Chi-squared 97.55 [0.000] 93.69 [0.000] 98.28 [0.000] 

Logistic regression outcomes on the dummy variable measuring if the dyadic relationship ends 

in an acquisition. Estimated  odss ratio's are in bold. Standard errors are in parentheses. 

P−values are between square brackets. All tests are two tailed. Standard errors are clustered to 

account for the companies that occur relatively often in the sample.  

 

To further investigate the significant interaction effect we show the marginal effects of 

this interaction effect with a plot. Figure 1 shows that for non-similar firms there is no effect 

in PA occurrence based on Bilateral R&D.  The confidence intervals overlap to a great extent. 

This is different for when the firms are similar, where the confidence intervals are totally 

separate and bilateral R&D leads to more PAs. This leads us to accept Hypothesis 2A.  
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Figure 1 Predictive margins of bilateral R&D and similarity interaction 

 

Hypothesis 2B predicted the positive effect of bilateral R&D alliances to be stronger in 

high-tech industries than in non-high-tech industries. Hypothesis 2C predicted that the effect 

of bilateral R&D would be stronger in cross-border relationships. Both these interaction effects 

are rejected due to insignificant odss ratios. Besides having an insignificant odss ratio, the 

effect sizes are very small.   

 

Additional Analysis 

The question as to what initial alliance activities might drive an eventual PA remains largely 

unanswered. Based on our reading of the literature, bilateral R&D in particular should be a 

main driver of PAs, but our data show a different story. In an alternative attempt to answer the 

question, this paper will now take a more in-depth, exploratory look into the circumstances 

under which a PA does occur. The first step in this additional analysis is to look at the effects 

in the complete model of table 4.  
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In Model 3 of Table 4, some alliance content variables do have a statistically significant 

effect. Both types of Marketing positively affect the likelihood of a PA. In table 6, both types 

of Marketing again show a significant positive effect. 

Furthermore, we created three split sample analyses to make a more exploratory 

approach possible. Splits on Similarity, High-tech industry, and Cross-border enable a closer 

examination of what is happening in the margins. They allow us to look at effects under 

boundary conditions, which is what we attempted in creating our interaction hypotheses, as 

well. A split sample only provides an indication of an effect; to explicitly test it, an interaction 

term in a full regression is preferable. At the exploratory research stage, such as where we are 

in terms of investigating the PA as a phenomenon, a split sample is the perfect basis from which 

to start.  

The split samples confirm the results on H2A, the splits showing that, for similar firms, 

there is a positive and statistically significant effect for Bilateral R&D alliances between 

similar firms and, for non-similar firms, there is a negative effect. The positive effect is 

significant, the negative effect is not.  

The split sample on High-tech industry shows that Hypothesis 2B finds absolutely no basis 

in our sample. The coefficient for Bilateral R&D within high–tech industries is below 1 and 

not statistically significant. The evidence against Hypothesis 2B becomes even stronger when 

we contrast the negative and non-significant effect with the positive and (weakly) significant 

effect for Bilateral R&D in the non-high tech industry.  High-tech alliances do not have a higher 

likelihood of performing a PA due to bilateral R&D alliances, and even seem to have a lower 

likelihood than in non high-tech industries.  

In the Cross-border split, nothing is happening around Bilateral R&D, which 

underscores that there is no basis for Hypothesis 2C either.  
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For the sample as a whole, we saw that both types of Marketing have a positive effect 

on PA likelihood. In the split samples, the two types of marketing do not behave the same.  

Under the similarity split, Bilateral Marketing is stably positive at around an odss ratio 

of a bit above 2. Unilateral Marketing significantly increases the likelihood of a PA when the 

firms are similar and the effect is even 4.5 times more likely, but for dissimilar firms, Unilateral 

Marketing does not show a significant effect.  

Under the Cross-border split, nothing seems to be going on for Bilateral Marketing. 

None of the split sides are significant.  Unilateral Marketing again has an above 4 times more 

likelihood of leading to a PA for cross-border firms but not much is happening if both firms 

are from the US.  

Under the high-tech split, the odss ratios for Bilateral marketing are very similar, both 

around 2 but the odss ratio is only (weakly) significant for non high-tech industries. Unilateral 

Marketing gives a three times higher likelihood for a PA for non-high-tech but no effect for 

high-tech industry. Both types of Marketing seem to drive PA occurrence but especially 

Unilateral Marketing does it more strongly in particular situations.   

Besides effects for marketing alliances, we also find within the split samples some 

interesting effects for other types of alliances. Unilateral R&D has seven times lower odds to 

end in a PA in case of dissimilar firms but there is no significant effect for similar firms. In the 

cross-border split and high-tech industry split none of the splits are significant for Unilateral 

R&D. 

Within the split on cross-border activities there is a very interesting effect for Bilateral 

Operations. In cross-border settings especially, Bilateral Operations strongly decreases the 

likelihood of a PA happening instead of another alliance. The likelihood is about 5 times as 

small. When both companies are from the US, the effect is the opposite: more than twice the 
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likelihood of PA for alliances containing a Bilateral Operations.This odss ratio is not 

significant though.  

Unilateral Operations within alliances are a strong precursor to a governance mode 

shift for cross-border alliances, and therefore seem to have the opposite effect from Bilateral 

Operations. Within a cross-border setting, alliances containing Bilateral Operations are four 

times more likely to end in a PA than alliances that do not contain Bilateral Operations.  

The effect of Unilateral Operations in cross-border relationships can be explained by 

hold-up threats. The strong effect of Bilateral Operations for relationships in the same country 

might be the result of scale advantages. 
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Table 7 Similarity split 

 Model 1 Model 2 Model 3 Model 4 

 Similarity = 1 Similarity = 1 Similarity = 0 Similarity = 0 

Size 1: Public status difference 1.429  1.314  0.238 ** 0.254 ** 

 (0.733) [0.487] (0.688) [0.602] (0.149) [0.022] (0.163) [0.032] 

Size 2: Not ultimate parent difference 0.534 ** 0.425 ** 0.749  0.722  

 (0.164) [0.042] (0.147) [0.013] (0.244) [0.374] (0.256) [0.358] 

Alliance/acquisition propensity 0.996 *** 0.996 *** 0.993 *** 0.994 *** 

 (0.001) [0.002] (0.001) [0.005] (0.002) [0.005] (0.002) [0.003] 

Minority investment 0.836  0.630  3.044 ** 4.234 ** 

 (0.325) [0.645] (0.277) [0.294] (1.652) [0.040] (2.599) [0.019] 

Joint venture 1.172  2.712  0.492  0.432  

 (0.560) [0.740] (1.712) [0.114] (0.249) [0.161] (0.255) [0.155] 

Wave 1997-2000 1.008  1.047  1.089  1.039  

 (0.350) [0.981] (0.391) [0.901] (0.357) [0.794] (0.368) [0.914] 

Wave 2004-2007 1.129  1.000  2.479 ** 2.563 ** 

 (0.382) 0.719 (0.363) [1.000] (1.083) [0.038] (1.191) [0.043] 

Days between events 1.000 ** 0.999 ** 0.999 *** 0.999 *** 

 (0.000) [0.023] (0.000) [0.015] (0.000) [0.002] (0.000) [0.001] 

Total event amount 0.393 ** 0.367 ** 0.561 ** 0.588  

 (0.169) [0.030] (0.169) [0.029] (0.162) [0.046] (0.193) [0.106] 

Licensing 0.742  1.752  0.653  0.708  

 (0.227) [0.331] (0.705) [0.163] (0.256) [0.277] (0.408) [0.549] 

Cross border 0.316 *** 0.287 *** 0.234 *** 0.221 *** 

 (0.097) [0.000] (0.097) [0.000] (0.076) [0.000] (0.074) [0.000] 

High tech alliance 0.762  0.733  0.664  0.679  

 (0.235) [0.378] (0.251) [0.363] (0.229) [0.235] (0.250) [0.293] 

Bilateral Operations   0.461    1.139  

   (0.347) [0.304]   (0.821) [0.857] 

Bilateral Marketing   2.267 *   2.335 * 
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   (1.040) [0.0743]   (1.141) [0.0826] 

Unilateral Marketing   4.583 ***   1.340  

   (2.489) [0.005]   (0.689) [0.569] 

Unilateral Operations   3.111    1.880  

   (2.453) [0.150]   (1.309) [0.364] 

Unilateral R&D   0.546    0.157 ** 

   (0.461) [0.474]   (0.147) [0.0484] 

Bilateral R&D   3.417 ***   0.662  

   (1.427) [0.003]   (0.316) [0.387] 

Constant 36.70 *** 15.73 *** 17.39 *** 15.42 *** 

 (33.11) [0.000] (15.65) [0.006] (14.74) [0.001] (15.26) [0.006] 

Observations 273  273  323  323  
Pseudo R-squared 0.205  0.259  0.325  0.350  
Chi-squared 59.44 [0.000] 65.44 [0.000] 48.41 [0.000] 54.17 [0.000] 

Logistic regression outcomes on the dummy variable measuring if the dyadic relationship ends in an acquisition. 

Estimated odss ratios are in bold. Standard errors are in parentheses. P−values are between square brackets. All tests 

are two tailed. Standard errors are clustered to account for the companies that occur relatively often in the sample.  

 

Table 8 Split on high-tech 

 Model 1 Model 2 Model 3 Model 4 

 High-tech = 1 High-tech = 1 High-tech = 0 High-tech = 0 

Size 1: Public status difference 3.122 * 3.654 * 0.333 ** 0.339 ** 

 (2.120) [0.094] (2.680) [0.077] (0.157) [0.020] (0.171) [0.032] 

Size 2: Not ultimate parent difference 0.491  0.341 ** 0.792  0.720  

 (0.236) [0.138] (0.184) [0.046] (0.218) [0.395] (0.213) [0.267] 

Alliance/acquisition propensity 0.993 *** 0.993 *** 0.996 *** 0.996 *** 

 (0.002) [0.001] (0.002) [0.000] (0.001) [0.001] (0.001) [0.002] 

Minority investment 0.258 ** 0.273 * 2.876 ** 2.489 ** 

 (0.174) [0.045] (0.193) [0.067] (1.301) [0.020] (1.152) [0.049] 
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Joint venture 0.434  0.321  0.732  1.009  

 (0.385) [0.347] (0.306) [0.233] (0.253) [0.367] (0.440) [0.984] 

Wave 1997-2000 1.037  0.995  1.100  1.145  

 (0.408) [0.927] (0.425) [0.991] (0.309) [0.735] (0.323) [0.633] 

Wave 2004-2007 0.769  0.912  1.986 ** 1.911 ** 

 (0.477) [0.671] (0.562) [0.881] (0.604) [0.024] (0.612) [0.043] 

Days between events 1.000  1.000  0.999 *** 0.999 *** 

 (0.000) [0.149] (0.000) [0.179] (0.000) [0.000] (0.000) [0.001] 

Total event amount 0.665  0.788  0.460 ** 0.487 * 

 (0.299) [0.365] (0.335) [0.574] (0.157) [0.023] (0.185) [0.059] 

Licensing 0.458 * 0.280 * 0.747  1.556  

 (0.194) [0.065] (0.199) [0.073] (0.226) [0.337] (0.625) [0.272] 

Similarity 2.172 ** 2.537 ** 1.599 * 1.617 * 

 (0.806) [0.037] (0.969) [0.015] (0.430) [0.081] (0.461) [0.091] 

Cross-border 0.373 ** 0.380 ** 0.284 *** 0.270 *** 

 (0.163) [0.024] (0.177) [0.038] (0.071) [0.000] (0.068) [0.000] 

Bilateral Operations   0.552    1.034  

   (0.569) [0.564]   (0.636) [0.957] 

Bilateral Marketing   2.116    2.119 * 

   (1.133) [0.162]   (0.819) [0.052] 

Unilateral Marketing   1.204    3.232 *** 

   (0.804) [0.781]   (1.433) [0.008] 

Unilateral Operations   1.018    2.538  

   (0.748) [0.981]   (1.566) [0.131] 

Unilateral R&D   0.294    0.412  

   (0.304) [0.236]   (0.371) [0.325] 

Bilateral R&D   0.360    1.909 * 

   (0.226) [0.103]   (0.670) [0.065] 

Constant 7.597  8.339  16.23 *** 6.332 ** 

 (9.503) [0.105] (11.12) [0.112] (11.52) [0.000] (5.431) [0.031] 
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Observations 212  212  384  384  
Pseudo R-squared 0.324  0.346  0.253  0.280  
Chi-squared 37.31 [0.000] 37.97 [0.004] 80.01 [0.000] 84.81 [0.000] 

Logistic regression outcomes on the dummy variable measuring if the dyadic relationship ends in an acquisition. 

Estimated odss ratios are in bold. Standard errors are in parentheses. P−values are between square brackets. All tests 

are two tailed. Standard errors are clustered to account for the companies that occur relatively often in the sample.  

 

Table 9 Split on Cross-border 

 Model 1 Model 2 Model 3 Model 4 

 Cross-border = 1 Cross-border = 1 Cross-border = 0 Cross-border = 0 

Size 1: Public status difference 1.170  0.948  0.423  0.428  

 (0.581) 0.753 (0.498) [0.918] (0.234) [0.119] (0.239) [0.129] 

Size 2: Not ultimate parent difference 0.625  0.590  0.638  0.578 * 

 (0.202) [0.145] (0.214) [0.145] (0.200) [0.151] (0.189) [0.093] 

Alliance/acquisition propensity 0.995 * 0.995 ** 0.995 *** 0.995 *** 

 (0.003) [0.060] (0.002) [0.028] (0.002) [0.001] (0.002) [0.002] 

Minority investment 3.095 ** 3.305 ** 0.846  0.936  

 (1.411) [0.013] (1.935) [0.041] (0.336) [0.675] (0.384) [0.873] 

Joint venture 0.493  1.134  0.756  0.527  

 (0.218) [0.110] (0.570) [0.802] (0.404) [0.601] (0.316) [0.286] 

Wave 1997-2000 0.689  0.684  1.294  1.351  

 (0.245) [0.296] (0.244) [0.286] (0.419) [0.425] (0.460) [0.377] 

Wave 2004-2007 0.968  1.036  2.412 ** 2.544 ** 

 (0.375) [0.932] (0.456) [0.936] (0.912) [0.020] (0.959) [0.013] 

Days between events 0.999 ** 0.999 * 0.999 *** 0.999 *** 

 (0.000) [0.042] (0.000) [0.0629] (0.000) [0.001] (0.000) [0.001] 

Total event amount 0.807  0.952  0.389 *** 0.379 *** 

 (0.298) [0.562] (0.343) [0.892] (0.141) [0.009] (0.138) [0.008] 

Licensing 0.676  1.336  0.711  0.982  
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 (0.263) [0.314] (0.816) [0.636] (0.222) [0.273] (0.377) [0.962] 

Similarity 1.776 * 1.929 ** 1.754 * 1.835 * 

 (0.530) [0.054] (0.618) [0.0403] (0.580) [0.089] (0.629) [0.077] 

High-tech industry 0.875  1.056  0.555 * 0.560 * 

 (0.311) [0.708] (0.401) [0.885] (0.177) [0.064] (0.180) [0.072] 

Bilateral Operations   0.182 *   2.695  

   (0.165) [0.060]   (2.090) [0.201] 

Bilateral Marketing   2.010    1.660  

   (0.987) [0.155]   (0.638) [0.187] 

Unilateral Marketing   4.078 **   1.548  

   (2.428) [0.018]   (0.714) [0.344] 

Unilateral Operations   3.212 *   0.612  

   (2.075) [0.071]   (0.449) [0.503] 

Unilateral R&D   0.270    0.360  

   (0.261) [0.176]   (0.242) [0.129] 

Bilateral R&D   1.676    1.396  

   (0.892) [0.332]   (0.503) [0.355] 

Constant 2.091  0.589  26.29 *** 19.49 *** 

 (1.877) [0.411] (0.566) [0.582] (18.97) [0.000] (16.52) [0.000] 

Observations 253  253  343  343  
Pseudo R-squared 0.182  0.259  0.302  0.316  
Chi-squared 23.76 [0.022] 33.35 [0.020] 80.09 [0.000] 80.82 [0.000] 

Logistic regression outcomes on the dummy variable measuring if the dyadic relationship ends in an acquisition. 

Estimated odss ratios are in bold. Standard errors are in parentheses. P−values are between square brackets. All tests are 

two tailed. Standard errors are clustered to account for the companies that occur relatively often in the sample.  
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Discussion  

Although the existing academic literature points towards Bilateral R&D as an important 

antecedent of PAs, our data only finds limited proof. We do not find a main effect for Bilateral 

R&D, and we only find support for the interaction effect of Bilateral R&D with Similarity.  

The predicted effect of Hypothesis 2B, the interaction between Bilateral RD within a 

high-tech industry, was not just insignificant; the results point in the opposite direction. In the 

high-tech industry, Bilateral R&D by itself has a non-significant negative effect on the 

likelihood of PAs, but the rejection of H2B is obvious because in the non-high-tech industry 

Bilateral R&D does have a positive significant effect. From the literature, we know that in the 

high-tech industry, alliances are preferred over acquisitions (Park, Srivastava, & Gnyawali, 

2014; Yoon, Rosales, & Talluri, 2017). Here, the flexibility of an alliance is very important 

due to the quickly changing environment. R&D is a core capacity in the high-tech industry and 

immediately affects short-term performance. The negative effect for Bilateral R&D alliances 

probably indicates that the need for each member to remain lean in their core processes is much 

stronger than the threat or consequences of knowledge leaks or possible added value of more 

integration and coordination options. The leaked knowledge, although valuable, might quickly 

become outdated, and a PA brings more trouble than advantages (Hoisl, Gruber, & Conti, 

2017). 

Our data show a positive effect for Marketing. Marketing alliances are usually either 

used as controls or deemed to be similar to R&D alliances and grouped under those arguments 

(Zaheer et al., 2010). Our data hint at Marketing being a powerful driving force of PAs in and 

of itself. Support for this finding could be provided by Mitchell and Singh (1996), who found 

that companies that are involved in marketing alliances have a higher likelihood of ending in a 

PA. Anand and Delios (2002) found that marketing knowledge might not transfer well, which 

might indicate why an acquisition is happening, especially since Srivastava, Fahey, and 
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Christensen (2001) showed that marketing knowledge itself could positively contribute to a 

competitive advantage. Vanitha Swaminathan and Moorman (2009) showed that the use of 

marketing alliances might have changed through history and the value of marketing alliances 

has increased, giving another reason why marketing might have been ignored in the PA puzzle.  

Under our additional analysis, we also established an interesting effect for the two types 

of Operations. Unilateral Operations have a 3 times higher likelihood of leading to a PA in a 

Cross-border setting. This significant positive effect is even more intriguing compared to the 

non-significant negative effect between partners both from the US. This effect might be 

induced by another type of opportunistic behavior, a hold-up situation.  

In a hold-up situation, one company tries to renegotiate better terms by exerting power 

over the other. Traditionally, hold-up issues are related to physical inputs, which entail large 

fixed investments (Riordan & Williamson, 1985). These fixed investments are characterized 

by an extremely high level of asset specificity. Among the three different alliance functions, 

those based on operations are most intensely involved in physical assets. Therefore, alliances 

involving operations should be at a bigger risk of hold-up situations. Hold-up situations are 

presumably more likely in unilateral than bilateral relationships. In a unilateral relationship, 

the activities of Company A serve as inputs for the processes of Company B. Such 

asymmetrical activity can easily lead to an asymmetrical power situation. In bilateral 

relationships, by contrast, both partners depend on the activities of the other, though this could 

lead to the creation of multiple hostages (Williamson, 1983).  

If alliance involving a Unilateral Operations happens between cross-border firms, it 

likely means that the input in question is not widely available. If the input was easily accessible, 

the alliance would probably have been formed between companies from the same country. 

Cross-border relationships are harder to manage than same-nation relationships. So, if 

companies choose to engage in cross-border relations, it generally means there was no national 
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option. In such cases of scarce input, the power relationship is likely to be skewed. The holder 

of the scarce resource is likely to have an asymmetrical power relationship with its partner.  

Bilateral Operations actually show exactly the opposite pattern. For Bilateral 

Operations there is a 5 times lower likelihood that Bilateral Operations lead to a PA in a cross-

border setting. For partners both from the US, the PA likelihood based on Bilateral Operations 

is two times bigger.The effect for shared nationality is not significant though. PA occurrence 

due to Bilateral Operations is probably driven by scale advantages.    

Unilateral R&D can be seen as a form of ex-ante licensing (Bessen & Maskin, 2009). Ex-

post licensing or other forms of ex-post knowledge access are more common, because the 

accessing company has a much clearer image of what it will get. Ex-ante licensing can be very 

risky. Until now, the literature on alliances has not paid much attention to this type of alliance. 

It is usually grouped together with bilateral R&D, if it is taken into account at all.  

The strong negative effect of Unilateral R&D for non-similar firms can be explained 

by a lack of relational dynamics. With Unilateral R&D, valuable knowledge probably does not 

flow between partners. The quality of knowledge transfer is therefore of low importance, and 

knowledge leakage can be ignored.  

Limitations and Future Research  

The novel control group of this paper, repeated alliances, is created with hindsight. After 

all events happened, we selected those alliance relationships that either performed multiple 

alliances or that had an acquisition between them. The purpose of selecting on repeated 

events was to eliminate one-shot alliances but this form of sample selection runs the risk of 

selection bias. Focusing on long term potential alliances is the goal of our sampling strategy, 

but by eliminating all single-alliance relationship, we omit at least two vital groups of firms 

relationships that ideally would be included in our analysis.  
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The first group of wrongfully omitted relationships is those of the long-lived single 

alliances. Those are alliance relationships that are designed with a long term perspective from 

the start and never lead to a new alliance. These dyadic firm relationships stick to the 

originally formed alliance relationship. By omitting the group of long-lived single alliances, 

we overestimate the occurrence of PAs. Besides, we might be selecting on beforehand less 

thought through relationships. The well-prepared relationships might know better how to get 

the initial alliance format immediately right, in contrast to the relationships that have to 

extend with a new alliance or even switch governance mode.   

The second group of wrongfully omitted firm relationships are part of the group of firms 

performing a pre-acquisition alliance. For this type of PA the initial alliance is used to 

determine acquisition viability. If during such a trial period, an acquisition turns out 

suboptimal, an acquisition will not follow. The alliance was created with a possible PA goal 

and ideally, we would have been able to mark the first alliance as a PA intention.  The 

omission of this part of the pre-acquisition alliance group leads to underestimation of the use 

of PAs by firms.  

Future research should address these two types of sample selection by also incorporating 

one-shot alliances. The best way way to do this might be by matching. A three-way match 

seems very promising, which would mean that per observed PA a matching repeated alliance 

relationship and a matching one-shot alliance relationship should be selected. The matching 

could be based on industry, timing and possibly on size differences. Such a matching 

approach should make it possible to avoid over-adding of short-term alliances to the sample. 

Against the expectations formed based on the existing literature, it seems that marketing is 

a more generic driver of PAs than R&D. Although there is some earlier evidence for this 

finding (Mitchell & Singh, 1996), the literature would benefit significantly from more research 

into why marketing alliances in particular have a higher need for hierarchy or why a staged 
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acquisition happens especially for marketing alliances. This need for more research is 

heightened by the split sample effects for Unilateral Marketing. In this paper, we looked at a 

detailed typology of alliance content; future marketing alliance research could look into an 

even more detailed typology of marketing alliances themselves.  

As a proxy for coordination problems, we looked at cross-border relationships. Cultural 

differences are not the same for all cross-border relationships. One interesting path for future 

research might be to take a closer, in-depth look at the effect of cross-border relationships on 

PAs while using a more fine-grained measurement for cultural differences. The cultural 

differences between US and British firms are lower than an alliance between a US and Chinese 

firm.   

Although the SDC database is the most complete cross-industry database, we cannot be 

completely sure that our sample is representative of the entire economy. Schilling (2009) 

showed that despite containing only around 30% of all alliance activities, the SDC database 

does show similar completeness percentages across industries. Because of the relative 

randomness of missing data in the SDC database, we do not expect severe problems concerning 

generalizability. For future research, it would nevertheless be interesting to look at PA 

likelihood in different types of data and see if the high percentage that we find is generally 

observable.  

Conclusions 

This paper investigates the phenomenon of PAs as an explicit choice between a PA or 

another alliance. The ally-then-acquire strategy has been assumed to mostly be of value in an 

R&D setting. Until now, confirmation of companies engaging in PA has been missing. This 

paper shows that in a wide setting of alliance types, 40% of repeated alliances end in a PA. 

This percentage is even a bit higher than what we found in our paper on R&D alliances. The 
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first contribution of this paper, therefore, is confirming the relevance of the PA in a wider 

sample. 

 The second contribution is that of creating and testing hypotheses based on the leading 

idea that bilateral R&D, in particular, drives PA occurrence. We found that only one of our 

hypotheses was supported. The disconfirmation of the role of Bilateral R&D is interesting in 

itself.  

Our third contribution is the additional analysis we performed while looking beyond 

bilateral R&D. It was this exploratory approach that led us to find a considerably higher 

likelihood of PAs following marketing alliances. Unilateral marketing alliances show 

especially large effects but only in specific instances such as in a cross-border setting or in a 

relationship between similar partners. Our results show that it is also important when 

characterizing alliances to take into account the type of relationship beyond R&D.  

Our final contribution lies in showing the importance of opening the black box of 

alliance content, also beyond function. This paper serves as a strong warning to be careful when 

only coding the stronger type of alliances (Gulati & Singh, 1998; Zaheer et al., 2010). 
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Chapter 4 

Partner Acquisition versus Repeated Alliance: Effects on Firm 

Value3 

 

Abstract 

Extending the literature on corporate development activities, which has typically examined 

alliances and acquisitions as separate performance drivers, we examine the value effects of an 

alliance partner acquisition. We create a set of predictions about the effects on the stock market 

of an announced partner acquisition, probing stock market anticipation by examining whether 

the effect of an announcement regarding an initial alliance varies according to what subsequent 

announcements about corporate development activity we observe ex post. We hypothesize a 

series of differences in announcement effects depending on whether the last dyadic event is an 

acquisition (as opposed to another alliance). In addition, taking into account the dyadic context, 

we hypothesize positive value effects for both acquirer and target. We tested our predictions on 

a cross-industry sample encompassing 22 years of dyad-level data and found that the 

governance mode shift matters, in that there are important differences depending on whether 

the final event is an acquisition or an alliance. We also found interesting contrasts depending 

on whether the focal firm is the target or the acquirer when the final event is an acquisition. Our 

study contributes novel theory and empirical findings about the effects of shifting towards a 

more integrated governance mode, bridging hitherto disparate literatures on alliance and 

acquisition performance.  

                                                 
3 This chapter is the result of joint work with Xavier Martin. 
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Introduction 

Expanding firm boundaries is a central point of interest in the academic business 

literature (Pennings et al., 1994; Penrose & Penrose, 2009; Wernerfelt, 1984). One of the fields 

that investigates firm growth options is the stream of literature that looks at two particular 

governance modes: alliances and acquisitions. The alliance versus acquisition literature in the 

strategic management field has focused on the antecedents of the choice between performing 

an alliance or an acquisition (Garrette & Dussauge, 2000; Stettner & Lavie, 2014; 

Vanhaverbeke et al., 2002; Villalonga & McGahan, 2005) and not so much on the performance 

effects of this choice (Hagedoorn & Duysters, 2002; Rabier, 2017). This is possibly due to the 

fact that the performance effects of alliances and acquisitions are considered difficult to 

compare financially because of the frequently observed difference in size and impact of such 

deals and possibly due to endogeneity problems. In this paper, we argue that the alliance partner 

acquisition (PA) phenomenon (Al-Laham et al., 2010; Arend, 2004; Mellewigt et al., 2017; 

Porrini, 2004; Yang et al., 2011; Zaheer et al., 2010), in which an alliance ends in an acquisition, 

is a possible setting for testing value effect differences between sticking with the alliance format 

or switching to an acquisition while still comparing announcement results of only one 

governance mode.  

 Such an interesting comparison situation emerges when repeated alliances are used as 

the control group against PAs. All of the relationships under investigation in that case start with 

an alliance, but some of them stick exclusively to alliances and some end in an acquisition. 

Accordingly, the main difference is the choice between acquisition or alliance at a later stage. 

The PA setting seems a good setting for investigating the difference in value effects between 

alliances and acquisitions because it both encompasses the choice between alliance and 

acquisition but keeps many other things constant.  
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This non-traditional control group for PAs makes it possible to not only compare 

ultimate governance mode effects, but also to look into one of the intriguing findings within the 

acquisition valuation literature: the difference between acquirer and target effects. The 

valuation effects of acquisitions have been thoroughly investigated (Agrawal et al., 1992; 

Cuypers, Cuypers, & Martin, 2017; King et al., 2004; Singh & Montgomery, 1987), and the 

difference in stock market performance between target and acquirer is enormous. It is usually 

only the target that significantly gains value through an acquisition (Hitt, Harrison, & Ireland, 

2001; Huang & Walkling, 1987; Shleifer & Vishny, 1986; Singh & Montgomery, 1987). In 

many cases, the acquirer’s stock price is even negatively affected by an acquisition 

announcement (Moeller et al., 2004). In this paper, we investigate whether the same dichotomy 

can be observed in the case of PAs. It becomes possible in the PA context to see when the target 

premium is actually created, at the start of the relationship (i.e., the initial alliance) or only at 

the moment of acquisition.  

Our overall research question is, therefore: Does a PA deliver a higher value than 

sticking to alliances, and how does this effect differ for acquirers and targets? Our sample 

comprises a 22-year cross-industry setting of initial alliances and their sequential events (both 

sequential alliances and PAs), covering both national and international deals. 

Our findings are relevant to several areas of the corporate development mode literature. 

First, we contribute to the literature on governance mode choice by actually comparing 

performance effects across governance modes. Due to our unique sample setting, it is possible 

to measure the difference in effect between sticking with an alliance or switching to an 

acquisition. Second, our results raise new questions about the origins of the acquirer penalty. 

We found that future acquirers immediately suffer significant negative value effects upon 

announcing the first alliance. Surprisingly, the positive value effects for targets generally do 

not show in announcement effects of the first alliance. Third, the limited positive discounting 

for targets only happens if the initial alliance is in the form of a joint venture. Finally, if the first 
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alliance is a joint venture, we do find an indication of possible positive acquirer effects. We 

therefore also shed light on the value of this governance mode, showing that joint ventures 

might be the best vehicle in cases where a PA is envisioned.  

 

Background 

The goal of this paper is to investigate value effects resulting from a PA. The acquisition 

of an alliance partner is a relatively under-researched area in the management literature, because 

until now the phenomenon has seemed very rare (Hagedoorn & Sadowski, 1999; Ragozzino & 

Moschieri, 2014; Yang et al., 2011). Theoretically, PAs are deemed to have several possible 

advantages and very few disadvantages (Stienstra & Martin, 2017). To explain the how and 

why for using the PA setting in this paper, this background section will first clearly define what 

the researchers consider as acquisitions and alliances and why comparing the performance of 

these modes makes sense. We then go on to explain how PAs are defined in this paper and how 

the PA phenomenon can be used to investigate the value effects of switching governance 

modes. Lastly, hypotheses are created involving the PA phenomenon. 

Before discussing the possible positive effects of PAs, it is important to define the 

terminology of acquisitions and alliances used, given the existence of crossover governance 

modes that could negatively influence the understanding of the mechanisms in this paper. In 

this paper, we define an acquisition as one firm acquiring a majority stock stake in another firm 

from which it was once truly separate. This means that acquiring a 40% share in a company in 

which the acquirer already owned 20% through an earlier minority investment is considered an 

acquisition; and a joint venture buyout, in which one firms gains 100% of the stock in an 

organization that it has always been part of is not.  

We define alliances as any joint agreement (important enough to have been announced 

in the press) in which there is no majority acquisition involved (Grant & Baden-Fuller, 2004; 



Chapter 4 

101 

 

Gulati & Singh, 1998; Porter, 1985). Examples include an agreement to split the risk of 

searching for new oil fields, a marketing agreement containing shared promotional activities, 

or an R&D agreement in which a big pharma company acquires a minority stake in a research 

firm . 

Alliances and acquisitions are both widely used in business, and deal numbers and deal 

sizes have been growing over the decades for both modes of governance; however, it now seems 

that we are over the top of the current wave. The governance modes are considered by 

researchers to be two alternative methods of reaching similar strategic goals, since studies have 

found that both are used to gain access to scarce inputs and technologies and for general growth 

(Hennart, 1988; Vanhaverbeke et al., 2002; Zollo & Reuer, 2010). Alliances and acquisitions 

are therefore seen as possible substitute strategic choices by both businesses and academics.  

Although the antecedents of the choice between the two modes seem well researched 

(Garrette & Dussauge, 2000; Villalonga & McGahan, 2005; Wang & Zajac, 2007; Yin & 

Shanley, 2008), the performance effects have not been. Academic literature on the differences 

in financial performance effects between these modes is almost nonexistent. The only attempts 

at comparing the financial performance of alliances and acquisitions either analyzed 

performance across separate samples (Balakrishnan & Koza, 1993) or were meta-analysis 

studies (de Man & Duysters, 2005). This lack of direct research on a difference in value effects 

is surprising, given that performance is generally considered to be the main driver of business 

choice. The gap in the literature around the performance effects of governance mode choice is 

probably due to the fact that researchers could not find a suitable setting in which companies 

had a clear choice between either an alliance or an acquisition. Without a suitable setting, there 

is too much unobserved heterogeneity between alliance and acquisition announcements to make 

claims about any differences in value effects across alliances and acquisitions. 

The PA phenomenon is possibly such a suitable setting.  It does not directly deliver the 

difference in value effects of performing a straight-out alliance or straight-out acquisition, but 
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it should shed indirect light on performance effects across modes. The PA provides a suitable 

opportunity for such comparison, if the companies performing PAs are explicitly compared to 

dyads that opt for extending their relationship in the alliance format. This happens when PAs 

are compared to repeated alliances. Until now, the research has mostly compared PAs to 

discontinued relationships (Al-Laham et al., 2010; Porrini, 2004; Yang et al., 2011; Zaheer et 

al., 2010), which gives different insights.  

All PA value research until now has had a comparable setting, whereby the performance 

of acquirers in general was the starting point, and the main variable of interest was whether or 

not an alliance had occurred between the same firms before the acquisition – that is, whether 

the acquirer and the target had previously been allied (Higgins & Rodriguez, 2006; Meschi et 

al., 2018; Porrini, 2004; Zaheer et al., 2010). That type of research found that having a pre-

existing alliance before an acquisition delivers value under certain circumstances, but not in 

general (Zaheer et al., 2010). 

The set-up in this current paper is different; the PAs are compared to instances of 

repeated alliance behavior. To take into account more of the variance (observed or unobserved) 

that might exist between allied and non-allied firms, we examine and compare two types of 

repeated dyadic relationships. These are firstly PAs, i.e.,  those relationships that start with an 

alliance and end in an acquisition, and secondly relationships characterized by multiple 

alliances between the same two partners. We are interested in the shift in corporate development 

mode away from alliance towards acquisition and therefore only look at repeated relationships: 

that is, relationships that start with an alliance between two companies and either enter into at 

least one other alliance or end with one partner acquiring the other. This paper investigates the 

value effects of the PA while framing it as a governance mode switch. 

All of the relationships under investigation thus initially start with an alliance, followed 

by either exclusively more alliances or eventually an acquisition that turns the previous dyad 

into a single firm. This makes it possible to retrospectively examine the value effects of the 
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announcements for alliances that either remain in the alliance relationship or end in increased 

hierarchy through an acquisition. Such a set up thus allows us to look at the value effects of 

performing an acquisition instead of an alliance in a comparable setting. All the relationships 

start with an alliance; the only difference is what happens later. Does an acquisition occur or 

just more alliances? In either instance, the relationship itself continues; only the governance 

mode is different. 

Acquisitions and Alliances: Performance Effects 

The following overview of the performance literature starts with a review of the 

expectations and findings of the general acquisition literature, after which we discuss the 

existing evidence on alliance financial performance. The financial performance of acquisitions 

has been investigated in greater depth than that of alliances. The acquisition literature has a 

strong history of using stock market analysis as a means of investigating acquisition 

performance. The alliance literature, meanwhile, looks primarily at survival and duration as a 

proxy for performance (Dussauge et al., 2000; Gulati, 1998; Lunnan & Haugland, 2008; Uzzi, 

1996). The body of empirical research on the stock market performance of alliances 

(Christoffersen, Plenborg, & Robson, 2014; Kale et al., 2002) is hence much smaller than that 

for acquisitions but it does exist. We therefore start our literature overview with acquisitions 

and then compare this to the findings related to alliances.  

When reviewing the acquisition performance literature, it is important to start with the 

difference between acquirer and target performance. The literature has found a strong 

dichotomy between the two. Target companies are those purchased in an acquisition by an 

acquiring company (Huang & Walkling, 1987). Their stock market prices have been shown to 

receive a strong positive boost the moment their acquisition is announced, namely above 20% 

(Huang & Walkling, 1987; Martin & Shalev, 2017; Robinson & Shane, 1990; Sanders & 

Zdanowicz, 1992). This strong positive effect is in contrast to what the literature has found in 
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terms of the stock market effects for acquirers, which are nil or negative on average (Jensen & 

Ruback, 1983).  

The effect of this acquirer–target dichotomy has been that acquirers and targets are 

treated as two separate groups, with most of the acquisition literature focusing solely on 

explicating the variables among acquirers (Datta, Pinches, & Narayanan, 1992; King et al., 

2004; Rabier, 2017). This is probably because being an acquirer is a more active choice and 

therefore has more potential for practical relevance, providing findings upon which managers 

can make decisions.  

A leading explanation for the strong positive returns experienced by targets is the 

efficiency of the stock market. If a potential target company owns resources that are not being 

used to their full potential, then the market treats those companies with unfulfilled potential as 

possible revenue boosters (Barney & Hesterly, 2009). It determines a target firm’s performance 

potential, and if a potential acquirer bids below the actual value of the resources, another can 

place a higher bid (Chatterjee, Lubatkin, Schweiger, & Weber, 1992). Economic models predict 

that a target will be bought by an acquirer that actually pays the full amount of (or even slightly 

over) the potential resource value, under the risk of being outbid by another company (Gilberto 

& Varaiya, 1989). Thanks to the efficiency of the stock market, therefore, the stockholders of 

the target company, and not the acquiring company, gain the value associated with the most 

efficient use of the target’s assets.  

The explanation for the nil or negative effect, on average, for acquirers is an extension 

of the explanation for the target premium. The takeover price is generally driven by the market 

based on the potential value of the target company, but there is a possible additional value for 

the acquirer if it can create synergy effects with the target that might not otherwise be created 

with other bidders (Shleifer & Vishny, 2003; Sirower, 1997; Tarba et al.). The underlying 

reason for an acquisition influences the performance effects of that acquisition. If there are 

unique synergy possibilities, for example between strongly related companies, an acquisition 
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should also increase the value of the acquirer (Bettinazzi & Zollo, 2017; Jiang et al., 2018). The 

often observed nil effect for acquirers is hence explained by acquirer firms not explicitly 

looking for related synergetic targets that would create a higher value for them than a competing 

acquirer. The takeover market seems overly focused on survival (Barney & Hesterly, 2009), on 

preventing other acquirers from getting a “gain,” instead of looking for unique possibilities to 

create additional value for their own firm.  

Even if we were to assume that many firms search for unique synergetic value, there are 

a few other reasons the positive prospects of an acquisition might not create positive stock 

market returns for acquirers: selection, valuation, and integration issues are well-known value 

decreasers in acquisitions. First, selecting the right target is difficult; information asymmetry 

between firms makes it hard to determine which firms would be an ideal match (Reuer & 

Ragozzino, 2008). Mistakes are possible and can be very costly. This risk lowers the stock 

market effects of acquisition announcements. Second, besides selecting the right target, 

determining the right price can be very difficult (Higgins & Rodriguez, 2006). Literature on 

overpaying for targets describes the winner’s curse: the acquirer that actually acquires a target 

pays too much due to competition from other potential acquirers (Kim et al., 2011). Only the 

highest-bidding acquirer gets to take over the target. Third, acquisitions require complex post-

deal integration. Expected synergies may fail to be realized if the pace or degree of integration 

between the two companies is suboptimal (Haspeslagh & Jemison, 1991; Hitt et al., 2001). 

These three arguments contribute to the low effect for, or even decrease in, acquirers’ stock 

value due to acquisition risks.  

The literature shows that the stock market effects of alliances are positive on average 

(Anand & Khanna, 2000a; Balakrishnan & Koza, 1993; Das et al., 1998; Kale et al., 2002; Koh 

& Venkatraman, 1991; McConnell & Nantell, 1985). It seems that positive expectations 

outweigh possible concerns for stockholders. Moreover, as with acquisitions, alliances seem to 

create more stock market value in situations where there are clear synergies (Panico, 2017). As 
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with acquisitions, as well, alliances come with specific concerns that could curb any possible 

value effects. These include the high potential for opportunistic behavior, learning races, and 

misuse of information gained from the partner (Hennart, 1988). In an alliance, firms can also 

become overly dependent on their partner, which creates hold-up possibilities (Das et al., 1998). 

Finally, alliances have a complex decision making process, because decisions have to be taken 

by consensus of both parent companies, which makes them relatively slow to react to the 

environment or take other important decisions (Garette & Dussauge, 2000; Sampson, 2005).  

The alliance performance literature does not distinguish between partners as being 

acquirers or targets, like the acquisition literature. There is some literature about size differences 

in an alliance, which is somewhat related to the acquirer/target distinction; this shows that 

smaller partners, in particular, gain from an alliance (Das et al., 1998).  

Hypothesis Creation 

The previous section discussed the value effects documented in the literature for 

alliances and acquisitions as separate, stand-alone growth vehicles. This section formulates 

testable hypotheses for the value effects of PAs, with these effects taken to be the difference in 

value between switching from an alliance to an acquisition and sticking with the alliance format. 

In our attempt to provide more insight into the PA phenomenon, we follow the acquisition 

literature in drawing a distinction between target and acquirer effects (Jensen & Ruback, 1983). 

While the alliance literature for its part does not have this distinction, it becomes possible 

because of the unique setup of the PA to pinpoint the future target and future acquirer of an 

antedating alliance. Given the strong dichotomy between target and acquirer found at the 

moment of acquisition, it is intriguing to investigate whether such a strong dichotomy is also 

visible in repeated alliances versus PAs. 

There is as yet no research on PA effects for targets specifically. The existing research 

on PA performance has only looked at the wealth effects for acquirers. In the general acquisition 
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literature, the high target premium is explained by companies paying up to the potential value 

of underutilized resources in that target (Barney & Hesterly, 2009). Over the course of an 

alliance, meanwhile, partners learn about the value of each other’s resources. The likelihood of 

undervalued resources being spotted in a firm therefore grows when that firm performs an 

alliance, which thus increases the likelihood that a potential acquirer will spot resources with 

unused potential (Gulati et al., 2009).  

Research shows that targets have very large expected acquisition effects, and reported 

average target effects are much higher than reported alliance performance effects (Huang & 

Walkling, 1987; Martin & Shalev, 2017; Robinson & Shane, 1990; Sanders & Zdanowicz, 

1992). This is possibly due to alliance bringing lower potential for integration than an 

acquisition (Villalonga & McGahan, 2005). An acquisition should give more control and more 

options for tight coordination than an alliance. It seems likely that underutilized resources will 

be more optimally used under an acquisition than under another alliance due to the higher level 

of coordination and control an acquisition can provide. An alliance is not likely to bring all the 

integration benefits that full acquisition could bring (Zollo & Reuer, 2010).  

If investors believe that a company’s resource might have more potential, they should 

be willing to pay more for that firm’s stocks at the first sign of a possible better use potential. 

This means that the announcement effect of a first alliance that will end in an acquisition should 

already reflect a part of the future target value.  

H1A: A future target will experience a more positive value effect than a long-term 

alliance partner at the start of the alliance relationship. 

 

There is no research in peer-reviewed core business journals that we know of that 

explicitly tests the difference in alliance and acquisition value effects by pitching them against 

one another in a regression. Despite the lack of such testing, the findings that alliance value 

effects are positive in general (Anand & Khanna, 2000a; Balakrishnan & Koza, 1993; Das et 
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al., 1998; Kale et al., 2002; Koh & Venkatraman, 1991; McConnell & Nantell, 1985) and that 

the value effects for acquirers are zero or negative on average (Hitt et al., 2001; Jensen & 

Ruback, 1983) indicate that the announcement effects for alliances seem to be higher than those 

for acquirers. The meta paper on innovation effects by De Man and Duysters (2005) and the 

discussion of two samples in Balakrishnan and Koza (1993) explicitly outline this conclusion, 

namely that being an alliance partner is more profitable than being an acquirer.  

This generally more positive value effect for alliances could be explained by a lower 

expected risk compared to acquisitions. Alliances usually involve smaller parts of the company, 

whereas an acquisition has a much bigger impact (Zollo & Reuer, 2010). This phenomenon of 

only using those parts of the partner company that are needed is called “cherry picking” (de 

Man & Duysters, 2005). The effects of alliances are probably much easier for shareholders to 

determine, appearing to range from zero to positive. Conversely, the effect of acquiring another 

company is much harder to analyze and can have a very negative impact on the acquiring 

company as a whole if integration fails (Young, 1981) or if too much was paid for the target 

company.  

When an acquisition occurs following an alliance, the three value-decreasing factors of 

acquisitions should play a smaller role (Stienstra & Martin, 2017) than in stand-alone 

acquisitions. A preexisting alliance should (strongly) decrease the level of asymmetric 

information between companies (Agarwal et al., 2012; Arend, 2004; Hagedoorn & Sadowski, 

1999; Higgins & Rodriguez, 2006; Porrini, 2004; Ragozzino & Moschieri, 2014). These lower 

levels of asymmetric information will make both selection and valuation of a target company 

easier. The partners in an alliance have a better understanding of the value of each other’s 

resources than other firms not in the alliance (Mowery, 1996). Thus, acquiring a firm should be 

less risky after an alliance (Cuypers & Martin, 2007). Moreover, routines will have been 

established over the course of an earlier alliance. These routines should be a nice base for 

acquisition integration and therefore decrease integration risk (Agarwal et al., 2012; Datta, 
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1991). An initial alliance should therefore mitigate the drawbacks of performing an acquisition 

and thus make a PA more attractive compared to a stand-alone acquisition without a pre-

alliance.  

This study considers a repeated alliance relationship to be the alternative to a PA. An 

initial alliance is expected to strongly reduce the drawbacks of an acquisition but is not likely 

to strongly decrease the disadvantages of alliances themselves. The specific detriments of 

alliances pinpointed earlier include decision complexities (Garrette & Dussauge, 2000) and the 

threat of opportunistic behavior (Hennart, 1988; Riordan & Williamson, 1985; Williamson, 

1983). In a repeated alliance, the decision making complexities will remain. These are the result 

of divided decision making power, and any such division in power is likely to remain under re 

repeated allance. Meanwhile, although the threat of opportunistic behavior between partners 

might go down as trust is gained in the relationship (Becerra, Lunnan, & Huemer, 2008; Gulati, 

1995; Krishnan et al., 2016), the likelihood of hold-up could well go up. One of the partners 

might become overly dependent on the other due to their long-term interaction. The fact that 

one type of opportunistic behavior goes down while another goes up makes it unclear as to what 

the total effect of repeating an alliance is on the magnitude of the alliance drawbacks. Seeing 

that decision making complexities do not go down and the effect on the threat of opportunistic 

behavior is unclear, we argue that a repeated relationship decreases acquisition drawbacks more 

than it decreases alliance drawbacks.  

This study looks at the total value of switching in the future to an acquisition versus 

sticking with the alliance format by seeking a repeated alliance. The literature shows that for 

stand-alone alliances and stand-alone acquisitions, alliances seem to have higher performance 

effects. Although acquisitions should have a higher potential for scale and scope advantages, 

they have a lower performance due to the high risks associated with them. Having an alliance 

before the acquisition significantly lowers those risks, whereas having an initial alliance before 

a next alliance is not expected to substantially decrease alliance drawbacks. As an overall effect, 
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we expect that future acquirer will create a higher performance effects than future repeated 

alliances partner.  

H1B: A future acquirer will exhibit a more positive value effect than a long-term 

alliance partner. 

 

We discussed earlier that alliances and acquisitions are assumed to have similar goals 

but different disadvantages. By creating a PA, it might be possible to get the best of both worlds. 

A pre-acquisition alliance is a way to lower the acquisition drawbacks in the same way as a 

“real option.” In the literature that views alliances as real options, joint ventures in particular 

are considered call options (Bowman & Hurry, 1993; Cuypers & Martin, 2007; Cuypers & 

Martin, 2010; Das & Teng, 1996; Kogut, 1991; Smit & Moraitis, 2010; Trigeorgis & Reuer, 

2017). This means that the firms make a limited financial investment up front, in the form of 

acquiring stock, which delivers the possibility of buying a larger part of the activity in the future. 

An initial alliance in the form of a joint venture might change the performance effects of a PA 

compared to a non-joint venture governance mode, because it might affect investor expectations 

differently.  

Although we did not find evidence that joint ventures are an actual antecedent of PAs 

in Chapter 2 and Chapter 3, a joint venture is more likely to cause stock market investors to 

think about the possibility of a PA because it has a higher level of hierarchy than a non-joint 

venture alliance (Gulati & Singh, 1998). Having a joint venture as the governance mode for the 

initial alliance therefore makes the likelihood of discounting stronger. Future price shocks due 

to governance mode shifts have a higher likelihood of being anticipated at the moment of the 

initial alliance in case of joint ventures. As mentioned before, a joint venture is considered in 

the literature to be a call option towards an acquisition, being used as a first step. We therefore 

predict that although a joint venture by itself does not affect PA occurrence, it will makes it 

more likely that the PA will be spotted if it is a suitable option. We therefore expect that initial 
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joint ventures will have a stronger level of discounting on future event effects, both for targets 

and for acquirers. This leads to the creation of two moderating hypotheses. 

  

H2A: Future targets that are part of a joint venture, in particular, will experience a 

more positive value effect than a long-term alliance partner. 

 

H2B: Future acquirers that are part of a joint venture, in particular, will experience a 

more positive value effect than a long-term alliance partner. 

 

Methods 

When looking into the effect of a choice on performance, the event characteristics 

besides the actual choice should ideally be as similar as possible. This makes it hard to make a 

direct comparison between alliance and acquisition choice. Consequently, researchers often 

have to synthesize imaginary control matches. We get around this by looking at performance 

effect of first alliances only and by assuming that, due to the efficient market hypothesis, 

possible future events as a result of this first alliance are already discounted in the 

announcement effect of the first alliance.   

The efficient market hypothesis predicts that the value of future effects connected to a current 

event alliance are already discounted into the announcement effect of the current event. Stockholders 

are expected to take all available information and possible options into account, and therefore 

also the likelihood of a future PA or repeated alliance when the initial alliance is announced. 

The literature on real options suggests as much (Trigeorgis & Reuer, 2017; Villalonga & 

McGahan, 2005). The entire stream of literature that looks at the returns on acquisitions based 

on stock market returns strongly believes in the efficient market hypothesis (Gulati et al., 2009; 

Kale et al., 2002). Every new expectation is directly incorporated into a firm’s stock price. The 
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effect of a potential sequential governance mode announcement should therefore partially 

already be visible at the moment of the initial alliance announcement because investors will 

make predictions about these events. 

The announcement of an alliance should trigger some form of discounting of all future 

value effects based on that alliance, because investors already take the potential future effects 

into account. An expected future PA should therefore also be discounted into the initial alliance 

announcement effect and so will repeated alliances. Accordingly, future value difference due 

to either performing an alliance or PA should already be partially visible in the announcement 

effect of the first alliance. Also the difference between future acquirer and target effects should 

have a partial effect in the first alliance announcement effect. 

Data 

The Securities Data Corporation (SDC) databases provided the starting point for our 

data. We used both the SDC Platinum Mergers & Acquisitions and the SDC Platinum Joint 

Ventures and Repurchases databases. A large volume of the existing literature uses data from 

the SDC because it is the most diverse, relatively complete, cross-industry database accessible 

to researchers. However, it is known to have some flaws, so that it is important to check the 

records carefully before including them in analyses (Schilling, 2009). 

For this paper, we extracted all acquisitions and alliances from 1990 through 2011 in 

which at least one dyad partner was a U.S. organization. Before 1990, the SDC database has 

many more missing observations than after 1990 (Schilling, 2009). We chose to use dyads with 

at least one U.S. partner to control for one partner’s nationality and ensure consistency in media 

coverage and accessibility. The SDC acquisition database records always consist of two 

companies, never more (i.e., there is a single acquirer and a single target in the final deal). To 

maintain consistency between the two databases, we therefore eliminated any alliances that had 

more than two partners. This also avoids possible structural differences between dyads and 



Chapter 4 

113 

 

triads or bigger consortia. Finally, we eliminated state-owned organizations from our sample, 

because parent company financials are not comparable in such cases. 

Based on these sets of alliances and acquisitions, we selected those dyads that had at 

least two events. The dyadic sequence could comprise either at least two alliances (repeated 

alliance) or at least one alliance and one acquisition (PA). This allowed us to compare dyads 

that exhibited a shift in governance mode – from alliance to acquisition – to those that continued 

with alliances. Recorded events that were closer together than 60 days were considered as a 

single event, and we only added the first incidence to the sample. We then checked each event 

extensively using Lexis Nexis to verify its existence as reported in the SDC database and to 

further characterize the alliance activities. Based on this review of news articles from Lexis 

Nexis, we also excluded dyads that seemed to have a longstanding relationship from before 

1990, since the SDC records might have been missing a portion of the dyad history.  

This selection process produced 596 dyads with repeated relationships, of which 237 

(39.8%) ended in an acquisition, with the remaining dyads experiencing at least one subsequent 

alliance but no observable acquisition. These dyads comprised a total of 921 individual firms. 

We could find U.S. stock market data on WRDS for 457 of these firms, allowing us to conduct 

an event study of stock market reactions to the initial alliances and subsequent events 

(acquisition or another alliance). The stock market data was all on the U.S. firms, but several 

of those firms did have an international partner.  

Dependent Variable 

The dependent variable for all four hypotheses is the cumulative standardized abnormal 

return from the first alliance (Boehmer, Masumeci, & Poulsen, 1991). For completeness we 

used six different short observation windows for the CARs: 0,0; 0,+1; -1,+1; -2,+2; -3,+3; and 

-5,+5. Abnormal returns were determined by calculating the normal returns estimated over the 

200-day period ending 21 days before the event using the market portfolio based on the Fama 
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and French factors from the CRSP database.4 For the risk-free asset, we used T-bill returns, also 

from the CRSP database.  

We used the standard Fama and French classification.  

𝑟𝑖𝑗 = 𝑅𝑓 + 𝛽𝑗(𝑅𝑚−𝑅𝑓) + 𝑏𝑠 ∗ 𝑆𝑀𝐵 + 𝑏𝑣 ∗ 𝐻𝑀𝐿 + 𝜀𝑗𝑡 

Where 𝑟𝑖𝑗 is the stock’s expected daily return based on the risk free rate 𝑅𝑓, the stock’s 

reaction to the market portfolio 𝑅𝑚, the small minus big SMB portfolio, and the high versus 

low book market HML portfolio.  

To obtain the dependent variable we standardized the returns (Boehmer et al., 1991) by 

dividing them through the standard deviation. By standardizing the results the hypothesis sign 

testing becomes more reliable. Interpretation of the coefficient besides sign is less obvious, but 

we choose a more reliable hypothesis testing over judging effect size. We calculated the CARs 

by summing the difference between expected daily returns and actual daily returns over the 

days of the observation window.  

  

                                                 
4 The momentum factor (UMD) was constructed from six value-weight portfolios 

formed using independent sorts on size and prior return data on NYSE, AMEX, and NASDAQ 

stocks. UMD is the average of the returns on two (big and small) high prior return portfolios 

minus the average of the returns on two low prior return portfolios. The portfolios are 

constructed daily. “Big” refers to a firm above the median market cap on the NYSE at the end 

of the previous day; small firms are below the median NYSE market cap. Prior return is 

measured from day -250 to -21. Firms in the low prior return portfolio are below the 30th NYSE 

percentile; those in the high portfolio are above the 70th NYSE percentile. 
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Independent Variables 

The SDC database provides information on which party was determined to be the 

acquiring firm and which the target firm for every deal. The SDC codes this information based 

on the deal itself. For the purposes of this study, we used this information to determine which 

of the two firms within an acquisition deal was the acquirer and which the target.  

Acquirer: If an acquisition was observed instead of a subsequent alliance, this dummy 

variable received a value of 1 for the last event. 

Target: If an acquisition was observed instead of a subsequent alliance, this dummy 

variable received a value of 1 for the last event. 

Staying an alliance partner is the omitted category which these two independent 

variables are determined against. This means that the coefficients of the variables Acquirer and 

Target will show, for example, the value difference of being a future sequential alliance partner 

or an Acquirer in  a PA. This makes it possible to test our hypotheses which predict the value 

effect of either being an acquirer or target compared to being an alliance partner.  

Control Variables 

Similarity: Industry similarity is a very common control variable in research on strategic 

performance. We measured similarity through overlapping SIC codes. The dyad was coded as 

1 if the firms’ primary SIC codes shared the same three or four digits (Fan & Lang, 2000). 

Public firm involvement: Deals that involve a public firm often have a higher 

announcement effect (Fuller, Netter, & Stegemoller, 2002). Private firms are not easily tradable 

and therefore are considered to lack liquidity. If they are bought by a public firms liquidity 

increases significantly and this creates stock market value. The effect of added liquidity gives 

a positive value effect to both the target and acquirer. We measured the public status difference 

with a dummy that received a value of 1 if one (and only one) of the two companies was a 

private company at the moment of the last event.  
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Size: The number of employees the company had on staff in thousands, a number 

provided by the SDC database. 

Unilateral: This dummy variable measures if the activities in the relationship done by 

the partner are dissimilar, with one company doing one activity and the other company doing 

another.  

Marketing: We used a dummy variable to measure whether the first alliance involved 

marketing activities. The source for this, as well as other variables describing alliance activities, 

was a detailed search of news articles from Lexis Nexis. 

Operations: We used another dummy variable to measure whether the first alliance 

involved operational activities; that is, if its goals included some shared production activities. 

R&D: We used another dummy variable to measure whether the first alliance involved 

research and development activities. 

Cross-border: Partners in a cross-border alliance are assumed to face more cultural 

differences and information asymmetry than partners from the same country. The alliance 

versus acquisition research stream has predicted and found negative effects for cross-border 

affiliation on the likelihood of an acquisition. Meanwhile, Zaheer et al. (2010) found two 

different effects showing benefits from earlier alliances on the profitability of cross-border 

acquisitions. The cross-border dummy received a value of 1 if one of the two ultimate parent 

companies was not a U.S. company.  

High-tech alliance: Separate from the characterization of the parent company, the high-

tech alliance dummy received a value of 1 if the industry in which the alliance operated, as 

reported by the SDC, was high-tech. 

Minority investment: Acquiring an alliance partner is often associated with real option 

theory, in which assuming a minority investment is seen as buying an option. A minority 

investment in an alliance is therefore expected to increase the likelihood of a governance mode 

shift towards greater ownership of the alliance. We surmise that it may also affect the 
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performance effects for PAs. If the first alliance involved the focal firm assuming a minority 

stake in the alliance, the minority investment dummy received a value of 1. 

Joint venture: If the first alliance involved the creation of a joint venture, the JV dummy 

received a value of 1 (Gulati & Singh, 1998). Otherwise, the initial event was a non-equity 

alliance. This variable is also used as interaction term for H2A and H2B. 

Models and Estimation Methods 

We used OLS regression with some fixed firm effect firm dummies to analyze the stock 

market return data. We used dummies for those firms that had occurred relatively often in our 

sample. We also added year dummies and industry dummies. For the industry dummies we 

used the first digit of the main SIC codes of the firms.  

 

Results  

Table 1 contains the correlations and averages of the data, the low correlations among 

the independent variable creating no reason for concern. Only the different dependent variables 

are highly correlated but this is to be expected.  

The hypotheses in this paper concern the value effects of PAs in terms of observable 

differences in stock market returns between future repeated alliances, on one hand, and future 

PAs, on the other, at the moment of the first alliance. In this discussion of our descriptive 

statistics, we also report on the value effects of the last events in our sample (table 2): the actual 

announcement effect of the acquisition happened or the announcement of the sequential 

alliance.  



Partner Acquisition versus Repeated Alliance  

118 

 

Table 1 Correlation matrix, averages and standard deviation      

  Mean SD 1 2 3 4 5 6 7 8 9 

1 CAR (0,0) 0.008 0.061          
2 CAR (0, +1) 0.009 0.079 0.841         
3 CAR (-1,+1) 0.012 0.086 0.778 0.909        
4 CAR (-2, +2) 0.012 0.108 0.691 0.815 0.893       
5 CAR (-3, +3) 0.012 0.115 0.626 0.741 0.805 0.911      
6 CAR (-5,+5) 0.011 0.151 0.531 0.602 0.667 0.760 0.860     
7 Public firm involvement 0.054 0.225 -0.040 -0.015 -0.016 -0.021 -0.007 0.000    
8 Similarity 0.413 0.493 0.042 0.026 0.029 0.012 0.023 0.018 0.081   
9 Size 52.66 84.87 -0.140 -0.127 -0.135 -0.115 -0.098 -0.077 0.005 -0.146  
10 Unilateral 0.463 0.499 0.099 0.127 0.120 0.107 0.075 0.018 0.025 0.024 -0.074 

11 Marketing 0.387 0.487 0.034 0.053 0.028 0.021 0.027 0.022 0.000 -0.018 -0.039 

12 Operations 0.090 0.286 -0.026 -0.029 -0.003 -0.013 0.005 0.010 -0.048 -0.055 0.034 

13 RD 0.465 0.499 -0.014 -0.032 -0.054 -0.042 -0.020 0.003 0.025 -0.014 0.052 

14 Cross-border 0.290 0.454 -0.012 -0.021 0.003 -0.011 -0.005 -0.004 -0.017 -0.041 0.117 

15 High-tech alliance 0.337 0.473 -0.006 -0.013 -0.047 -0.051 -0.029 0.013 -0.040 0.100 0.021 

16 Minority investment 0.093 0.291 0.079 0.063 0.084 0.078 0.093 0.086 0.056 0.165 -0.100 

17 Joint venture 0.095 0.293 -0.083 -0.086 -0.074 -0.086 -0.056 -0.050 -0.051 0.028 0.038 

18 Target 0.093 0.291 0.092 0.045 0.064 0.006 -0.012 -0.025 -0.050 0.069 -0.174 

19 Acquirer 0.230 0.421 0.029 0.016 -0.006 -0.007 0.016 0.032 -0.035 0.075 -0.077 

              

  10 11 12 13 14 15 16 17 18   

11  0.095           
12  -0.110 -0.163          
13  -0.566 -0.185 -0.244         

14  0.017 0.016 0.132 -0.077        
15  0.049 -0.108 -0.134 0.150 -0.069       
16  0.083 0.001 -0.038 0.070 -0.061 -0.015      
17  -0.230 0.033 0.393 -0.089 0.104 -0.119 -0.023     
18  -0.024 0.111 0.024 -0.037 -0.061 -0.115 0.061 0.139    
19  -0.062 0.133 0.082 -0.063 -0.013 -0.104 -0.005 0.449 0.454   
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Table 2 Acquirer, target and alliance sequential choice standardized returns  
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0, 0 0.19407 0.000 -0.0027 0.2422 0.00523 0.046 

0, +1 0.26005 0.000 -0.0128 0.0077 0.00481 0.2768 

-1, +1 0.26846 0.000 -0.0118 0.0456 0.00817 0.0676 

-2, +2 0.29057 0.000 -0.0085 0.0844 0.00889 0.3233 

-3, +3 0.28904 0.000 -0.0121 0.0248 0.00337 0.7162 

-5, +5 0.31871 0.000 -0.0227 0.0396 0.00351 0.6791 

  

Table 2 shows that the targets in our sample have strongly positive announcement 

returns ranging from 0.194 to 0.319, all of them significantly different from zero. In addition, 

it shows that for five of the six event windows, the acquirers also show returns significantly 

different from zero, but in this case negative ranging from -0.003 to -0.022. Only the first 

announcement day, the shortest window, is not significantly different from zero in a statistical 

sense, but it is still negative.  

The last two columns of Table 2 show that alliance returns are not significantly different 

from zero. The returns are positive, but they are not statistically significant. This means that 

although our setting of repeated governance modes is different from that of the standard start-

of-the-relationship literature, our results for the last event are very much in line with the 

existing literature for stand-alone governance modes. The target premium is strongly positive 

and the acquisition premium is slightly negative, and the alliance effect is positive, but not 

statistically different from zero. 
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Table 3 Regression on first alliance 
VARIABLES Model 1 (0,0) Model 2 (0,+1) Model 3 (-1,+1) Model 4 (-2,+2) Model 5 (-3,+3) Model 6 (-5,+5) 

Public firm involvement -0.010  -0.006  -0.004  -0.010  0.003  0.009  

 (0.012) [0.440] (0.016) [0.726] (0.017) [0.825] (0.022) [0.655] (0.023) [0.899] (0.030) [0.756] 

Similarity 0.004  0.002  0.004  0.003  0.005  -0.001  

 (0.006) [0.539] (0.008) [0.820] (0.008) [0.607] (0.011) [0.801] (0.011) [0.631] (0.015) [0.962] 

Size 0.000  0.000  0.000  0.000  0.000  0.000  

 (0.000) [0.572] (0.000) [0.896] (0.000) [0.685] (0.000) [0.895] (0.000) [0.992] (0.000) [0.825] 

Unilateral 0.0136 * 0.022 ** 0.020 ** 0.023 * 0.022  0.004  

 (0.007) [0.058] (0.009) [0.017] (0.010) [0.0456] (0.013) [0.063] (0.013) [0.107] (0.020) [0.829] 

Marketing 0.000  0.003  -0.005  -0.011  -0.002  0.003  

 (0.006) [0.944] (0.008) [0.742] (0.009) [0.532] (0.011) [0.318] (0.011) [0.849] (0.015) [0.831] 

Operations 0.001  0.002  0.005  0.006  0.018  0.024  

 (0.011) [0.951] (0.015) [0.919] (0.016) [0.736] (0.020) [0.752] (0.021) [0.398] (0.028) [0.382] 

R&D 0.009  0.011  0.004  0.004  0.007  -0.001  

 (0.007) [0.237] (0.010) [0.276] (0.011) [0.682] (0.013) [0.752] (0.014) [0.608] (0.018) [0.942] 

Cross border 0.001  -0.001  0.004  -0.002  0.003  0.008  

 (0.006) [0.844] (0.008) [0.917] (0.009) [0.638] (0.011) [0.881] (0.012) [0.822] (0.016) [0.626] 

High-tech alliance -0.003  -0.004  -0.011  -0.016  -0.014  -0.001  

 (0.006) [0.599] (0.008) [0.637] (0.009) [0.211] (0.011) [0.148] (0.012) [0.227] (0.015) [0.941] 

Minority investment 0.007  0.004  0.016  0.019  0.033 * 0.0440 * 

 (0.010) [0.487] (0.013) [0.736] (0.014) [0.268] (0.018) [0.290] (0.019) [0.076] (0.024) [0.0707] 

Joint venture -0.018 * -0.020  -0.021  -0.024  -0.009  -0.007  

 (0.011) [0.090] (0.014) [0.164] (0.015) [0.177] (0.019) [0.216] (0.020) [0.657] (0.026) [0.799] 

Acquirer -0.011  -0.013  -0.021 ** -0.031 ** -0.034 ** -0.037 ** 

 (0.007) [0.159] (0.001) [0.177] (0.011) [0.048] (0.013) [0.018] (0.014) [0.014] (0.018) [0.043] 

Target 0.009  -0.002  -0.000  -0.025  -0.032 * -0.036  

 (0.010) [0.397] (0.013) [0.896] (0.014) [0.981] (0.018) [0.168] (0.019) [0.091] (0.025) [0.144] 

Constant -0.030  -0.060 ** -0.063 ** -0.102 *** -0.122 *** -0.190 *** 

  (0.019) [0.118] (0.025) [0.016] (0.027) [0.018] (0.033) [0.002] (0.035) [0.001] (0.046) [0.000] 

Observations 579  579  579  579  579  579  
R-squared 0.141  0.133  0.150  0.156  0.160  0.173  
Adj R square 0.011  0.080  0.022  0.029  0.033  0.0473  
F (78,500) 1.08 [0.307] 1.02 [0.4467] 1.17 [0.170] 0.109 [0.1090] 1.26 [0.080] 1.38 [0.025] 
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The dependent variables are standardized cumulative returns of the first observed alliance. Year, industry dummies and often occurring firm dummies 

are included. Coefficients are in bold. Standard errors are in parentheses. P−values are between square brackets. All tests are two tailed. 

 

 

Table 4 Regression on first alliance with interaction terms 

VARIABLES Model 1 (0,0) Model 2 (0,+1) Model 3 (-1,+1) Model 4 (-2,+2) Model 5 (-3,+3) Model 6 (-5,+5) 

Public firm involvement -0.009  -0.005  -0.003  -0.008  0.005  0.013  

 (0.012) [0.462] (0.016) [0.775] (0.017) [0.877] (0.022) [0.721] (0.023) [0.813] (0.030) [0.658] 

Similarity 0.003  0.000  0.003  0.001  0.002  -0.006  

 (0.006) [0.622] (0.008) [0.950] (0.008) [0.689] (0.011) [0.952] (0.011) [0.832] (0.014) [0.688] 

Size 0.000  0.000  0.000  0.000  0.000  0.000  

 (0.000) [0.692] (0.000) [0.898] (0.000) [0.864] (0.000) [0.838] (0.000) [0.659] (0.000) [0.451] 

Unilateral 0.013 * 0.0223 ** 0.021 ** 0.024 * 0.021  0.003  

 (0.007) [0.0611] (0.009) [0.017] (0.010) [0.042] (0.013) [0.060] (0.013) [0.106] (0.017) [0.855] 

Marketing 0.000  0.002  -0.006  -0.012  -0.004  0.000  

 (0.006) [0.998] (0.008) [0.811] (0.009) [0.507] (0.011) [0.276] (0.011) [0.739] (0.015) [0.989] 

Operations 0.002  0.004  0.007  0.010  0.024  0.034  

 (0.011) [0.863] (0.015) [0.794] (0.016) [0.653] (0.020) [0.614] (0.021) [0.268] (0.028) [0.222] 

RD 0.009  0.011  0.004  0.004  0.007  -0.002  

 (0.007) [0.240] (0.010) [0.277] (0.011) [0.676] (0.013) [0.750] (0.014) [0.609] (0.018) [0.931] 

Cross border 0.002  0.000  0.005  -0.000  0.005  0.011  

 (0.006) [0.790] (0.008) [0.998] (0.009) [0.586] (0.011) [0.978] (0.012) [0.694] (0.015) [0.478] 

High-tech alliance -0.003  -0.003  -0.011  -0.015  -0.013  0.002  

 (0.006) [0.642] (0.008) [0.695] (0.009) [0.230] (0.011) [0.175] (0.012) [0.280] (0.015) [0.919] 

Minority investment 0.007  0.005  0.016  0.019  0.034 * 0.046 * 

 (0.010) [0.466] (0.013) [0.705] (0.014) [0.260] (0.018) [0.270] (0.019) [0.064] (0.024) [0.055] 

Joint venture -0.028 ** -0.039 ** -0.038*  -0.056 ** -0.054 ** -0.080 ** 

 (0.014) [0.047] (0.018) [0.033] (0.020) [0.053] (0.024) [0.021] (0.026) [0.036] (0.033) [0.017] 

Acquirer -0.012  -0.017  -0.026 ** -0.038 *** -0.043 *** -0.048 *** 

 (0.008) [0.134] (0.010) [0.102] (0.011) [0.018] (0.014) [0.005] (0.014) [0.003] (0.019) [0.010] 

Target 0.004  -0.007  0.000  -0.030  -0.044 ** -0.061 ** 

 (0.011) [0.690] (0.015) [0.629] (0.016) [0.994] (0.020) [0.127] (0.021) [0.035] (0.027) [0.024] 
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JV* Target 0.028  0.042  0.016  0.055  0.094 ** 0.177 *** 

 (0.025) [0.267] (0.032) [0.197] (0.035) [0.649] (0.043) [0.210] (0.046) [0.041] (0.059) [0.003] 

JV*Acquirer 0.015  0.043  0.059 * 0.089 ** 0.106 ** 0.150 *** 

 (0.024) [0.522] (0.031) [0.160] (0.033) [0.075] (0.041) [0.032] (0.044) [0.015] (0.056) [0.008] 

Constant -0.028  -0.056 ** -0.061 ** -0.097 *** -0.114 *** -0.176 *** 

  (0.019) [0.148] (0.025) [0.024] (0.027) [0.022] (0.033) [0.004] (0.035) [0.001] (0.046) [0.000] 

Observations 579  579  579  579  579  579  
R-squared 0.143  0.138  0.156  0.165  0.173  0.192  
Adj R square 0.010  0.004  0.024  0.034  0.044  0.066  
F (78,500) 1.07 [0.3293] 1.03 [0.1381] 1.18 [0.150] 1.26 [0.0749] 1.34  [0.0358] 1.53 [0.004] 

The dependent variables are standardized cumulative returns of the first observed alliance. Year, industry dummies and often occurring firm dummies 

are included. Coefficients are in bold. Standard errors are in parentheses. P−values are between square brackets. All tests are two tailed. 
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Table 3 shows a regression on the first event that includes both a variable for becoming 

an acquirer and one for becoming a target. The omitted category is staying an alliance partner. 

At the moment of the initial alliance, the information that a partner will stay an alliance partner, 

will become a target, or will become an acquirer is not publicly available. But, in this analysis, 

we assume under the efficient market hypothesis that investors make well founded predictions 

about likely future effects. This means that the variables Target and Acquirer partially show 

the stock market reaction at the moment of the first alliance between companies that will be 

connected to the investors' evaluation about a PA later in time. 

Table 3 shows a consistent negative, but only once statistically significant, effect for 

the variable Target. The significant negative effect is from window (-3,3) of which the F of the 

model is (weakly) significant at a p-value of 0.08. The strong positive effect that is visible upon 

the announcement of the actual PA is not discounted back. Becoming a target in the future does 

not positively influence the announcement effect of the first alliance. At the moment of the PA 

announcement, the effect for the target at the moment of the sequential choice is strongly better 

than that of an alliance announcement, but this difference is not apparent at the announcement 

of the initial alliance. This would indicate a rejection of  H1A. 

Table 3 shows a consistently negative and, in four models, statistically significant 

acquirer effect. The effect is also statistically significant in the largest time window (-5,+5) 

which model has the best P-value for the F test. A PA is expected to decrease acquisition risk 

and acquisitions should have greater potential for scale and scope. Therefore, we expected the 

acquisition effect to be positive at the moment of the first alliance. The observed effects range 

from -0.026 to -0.048; this means that the negative returns at the moment of the alliance are at 

least as negative as at the moment of the actual acquisition, when the results ranged from -

0.003 to -0.022. The negative effect sizes of acquirer returns are surprisingly similar to the 

negative effect size for targets. This rejects H1B. 
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Table 4 describes the extended model for the first event, which now also contains two 

interaction variables that measure the effect of performing a joint venture and becoming either 

an acquirer or a target. With the incorporation of these interaction effects, the Joint Venture 

variable becomes statistically significant in this model, unlike before. The effect of executing 

a joint venture seems to have a negative impact on the stock market performance of an alliance.  

In addition, the effect of target performance also becomes statistically significant in the 

longest time window (-5,+5). The effect is still negative, which is still the opposite of what we 

expected to find. The negative effect for Target in model 6 is even bigger than for Acquirer.  

Table 4 shows positive effects for the interaction effect between joint venture partner 

and future target, which are significant in the last two time windows, the time windows with 

the best F-test values. The coefficient of having a joint venture is negative though. When we 

combine the coefficients (0.177-0.080) to determine the total effect, a joint venture target seems 

to have a 0.10 higher stock market effect than a target without a joint venture. The mean of the 

dependent variable from model 6 is 0.011 and the standard deviation 0.15 so the effect size of 

Joint venture*Target is far from irrelevant. This provides support for H2B which predicted the 

positive Target effects to be discounted back more in case of a Joint venture. The negative 

general effect of targets remains unexpected. 

The second interaction effect, Joint venture*Acquirer, is positive in all models and 

statistically significant in all except the shortest two windows. The combined effect for an 

acquirer in an original joint venture alliance is 0.07 (0.150-0.08) higher than for an acquirer 

outside a joint venture. If the first alliance is a joint venture, the total effect of being an acquirer 

even becomes slightly positive (0.022) in the longest window. Based on our best-fitting model 

alone, we find evidence to support H2B. 

Surprisingly, almost none of the control variables provided any statistically significant 

results. Only minority investments seem to have a positive effect on first alliance 
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announcement effects. Unilateral activities seem to have a significant effect in the shorter time 

windows but due to the high F-statistic these models are less reliable.   

 

Discussion 

Due to the fact that an alliance before an acquisition should mitigate many acquisition 

risks and concerns and due to the fact that an acquisition delivers more options for integration 

and control, we expected that PA announcement effects, in general, should be positive. 

Surprisingly, in our sample of repeated relationships, all of the value effects are in line with 

past research on alliance, acquirer, and target value effects as stand-alone events. This means 

that acquirer announcements related to a PA consistently perform worse than repeated alliance 

announcements. This negative effect is already visible at the start of the relationship, the 

moment of the initial alliance. Alliance partners that become acquirers at a sequential stage 

experience lower stock market returns than partners that stick to alliances, and the size of the 

negative return is comparable to the negative effect at the moment of acquisition.  

Looking at our results, we see two possible explanations for the negative announcement 

effect of future acquirers through a PA. The first involves the fact that investors really do not 

like acquirers. They are so opposed to acquirers, in fact, that if a relationship is formed and the 

company is likely to become an acquirer, that participant is immediately punished. This means 

that having an alliance before an acquisition does not decrease the drawbacks of acquisitions 

as a whole in the view of the stock market. This explanation does not explain the negative 

effect for targets though, although their effect size is not universally significant, it has a similar 

size as that of acquirers.  

The second explanation is that bad alliance decisions turn into a PA. By this reasoning, 

stockholders foresee that the alliance relationship is not going to work and therefore punish it 

when the alliance is announced. Then, despite or maybe due to the failure of the alliance, the 
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companies choose for more integration by a PA. Companies might decide to integrate a bad 

alliance to address opportunistic behavior. The acquiring company might have become 

overdependent on the target company (Holloway, 2016) during the alliance. Specific 

knowledge may have leaked to the target, and to contain the leak, the separate companies will 

be turned into a single entity. Or a third reason could be that learning from the partner was not 

as successful as planned and an acquisition is used as a solution.  

The “bad alliance” explanation for the negative effect of future acquirer announcement 

results only holds if PAs really only, or at least mostly happen due to bad experiences within 

the alliance. This assumption seems unlikely especially because we found in chapter 2 that it 

is actually mostly marketing alliances that drive PA occurrence and not so much R&D alliances 

which would typically be associated with learning races and knowledge leakage.  

It therefore seems more likely that the stock market does indeed foresee the PA and 

does not like it. Managers of the acquiring company do not agree with the stock market, or at 

least go against its wishes. By this thinking, managers actively increase integration after an 

alliance because they want to perform an acquisition. It could be that they are decreasing 

company value in pursuit of empire building or suffering from manager entrancement but it 

could also be that they know more than the market does due to asymmetric information. 

Targets, which are known to experience positive value effects in an acquisition, do not 

receive any positive treatment by investors at the moment of the announcement of the initial 

alliance. The effects seem as negative as for acquirers and in some instances even more 

negative. This means that the positive future cash flows are not discounted back into the value 

effect of the initial alliance. 

One reason for the missing Target effect could be that in the course of the alliance, the 

alliance partner discovers the potential of unused resources, but due to asymmetric information, 

the stock market and possible other bidders do not. Only at the moment of the acquisition 
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announcement does the stock market realize its mistake and give the high premium to the target. 

This explanation leans on the assumption that managers within an organization might know 

other things than the stock market.  

Our results show consistent negative effects for initial alliances organized through a 

joint venture. This is an intriguing result, because in the general alliance literature, joint 

ventures are expected to have positive stock market announcement effects (Anand & Khanna, 

2000a; Koh & Venkatraman, 1991). Alliances in the joint venture format were determined to 

have higher stock market returns than non-equity alliances. Joint ventures are predicted to have 

higher returns due to their higher level of safeguards and controls, resulting in a lower risk of 

failure (Gulati & Singh, 1998). In our sample of repeated alliances and PAs, this effect is not 

evident.  

Alliances are known to have high failure rates (Reuer & Zollo, 2005). Compared to 

other forms of alliances, though, including many of which will fail, those organized as joint 

ventures are the most likely to be successful (Koh & Venkatraman, 1991). One reason for this 

could be that a joint venture is a sign of a clear commitment, and lack of commitment is big 

reason alliances fail (Agarwal, Croson, & Mahoney, 2010; Fonti et al., 2017). The situation 

apparently becomes different in a repeated alliance setting, however. By looking solely at 

repeated relationships, most failing alliances fall outside the sample. Only initial alliances that 

have met some threshold of success are likely to be repeated.  

Gulati and Singh (1998) found that joint ventures tend to be chosen in cases involving 

high coordination costs. This assumes that joint ventures are costly, otherwise they would be 

chosen in all situations. The negative effects of joint ventures in this repeated sample can be 

explained by three factors. One, the joint venture is more costly, and because of the higher 

costs, performance is lower. Two, the joint venture format was necessitated in response to a 

risky endeavor, and that same risk drives down expected performance. Three, the joint venture 
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already signals that the companies might be interested in an even stronger level of integration. 

Investors do not generally like acquirers, and the threat of one of the partners possibly 

becoming an acquirer pushes down the stock market price.  

Interestingly, if a future PA is initially organized as a joint venture, the stock market 

treats the acquirer and the target differently at the moment of the first alliance than acquirers 

and targets that were not in a joint venture. Although only limited, we found some indication 

of positive value effects at the moment of the first alliance for both Acquirer and Target when 

the initial alliance was a joint venture. 

Limitation and Future Research 

With our empirical setup, we can only measure treatment effects. The variables acquirer 

and target capture the effect of firms that actually become an acquirer or a target. We can 

state how firms with a PA perform compared to repeated alliances, but we cannot make 

claims about what the performance would have been under another choice (Caves, 2007). 

Therefore, we should be careful in making claims about the performance effect of repeated 

alliances versus PAs due to the chosen strategy.  We can only conclude on comparing 

actually chosen strategies and no what-if scenarios.   

Within our attempt to capture PA value effects we only look at actually performed 

acquisitions. Theoretically, an alliance before an acquisition can also add value if the 

originally envisioned acquisition never happens. The alliance could show that combining the 

two companies would not yield positive results. The alliance in that way successfully avoided 

a bad match and this should have value, but these informative type of alliances that lead to a 

relationship-stop after the first event are not part of our sample. Looking into such an effect 

requires a very different research set up which might involve interviews or questionnaires 

from decision makers.  
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Our results show that the target premium for PAs seems to be created only at the 

moment of acquisition. This is surprising because based on the finance literature we would 

have expected the stock market to pick up on this potential positive effect from the moment of 

the first alliance. More research is therefore needed to understand the huge negative price shock 

for targets at the moment of the initial alliance.  

Another intriguing finding was that if an initial alliance is structured as a joint venture, 

the stock market treats the future PA parties, both acquirer and target, differently, more 

positively. We also showed that, in general, having a joint venture as the governance mode of 

an initial alliance decreases the stock market performance effect for the parties involved. This 

finding is in partial conflict with existing theory and demands more research on the effect of 

organizing an alliance as a joint venture and the opinion of the stock market about that. Meschi 

et al. (2018) found that there is a U shaped relationship between the duration of a pre-

acquisition JV and the divestment of the acquisition. For future research into the role of JV and 

PA timing should therefore also be taken into account.  

Conclusions 

The main goal of this paper was to look into the value effects of either performing only 

alliances or performing a PA. Since all the relationships within our setting started with an 

alliance, we have a kind of matched sample that makes it possible to look at performance effects 

across modes. With our results, we can confirm the literature’s expectation that alliances indeed 

seem to outperform acquisitions and that targets outperform both alliance partners and 

acquirers. Our first contribution thus confirms the predictions of the general stand-alone 

governance mode literature. 

Our second contribution lies in the fact that our results show that the acquisition penalty 

is already evident at the moment of the first alliance. This seems to confirm that the stock 

market does indeed discount the acquisition effect in the first alliance. The fact that company 
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managers thus seem to ignore the stock market for a very long time raises the question of 

whether they might not know more than the stock market. 

The existence of a pre-existing alliance in the case of PAs should bring down several 

of the acquisition risks. Yet, PAs do not produce a positive value effect for the acquirer, and 

the negative effects even show up at the moment of the initial alliance. It seems as if the stock 

market does not feel that a PA changes the risks associated with an acquisition. Our third 

contribution is related to this testing of the value of the PA, which does not appear to eliminate 

the acquisition penalty in the stock market. 

The fourth contribution of this paper is to show that the large dichotomy in performance 

effects that exists at the moment of acquisition does not show up at the beginning of the 

relationship. At the beginning of the relationship, targets and acquirers are treated almost the 

same. This makes the puzzle about the source of the target premium extra interesting.  

The fifth and final contribution of this paper relates to our findings around joint 

ventures. Our findings go against the general literature, which posits that joint ventures have a 

positive effect on alliance performance. Our data show that, when only repeated relationships 

are taken into account, joint ventures actually have a negative and statistically significant effect 

on performance. But there is some indication that PAs that start out as a joint venture do create 

value according to the stock market. The evidence is limited though, and more research is 

needed in that area.
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Chapter 5 

General Conclusions 

In the academic literature, both alliances and acquisitions are considered vehicles for 

achieving strategic goals such as growth, learning, innovation, and crafting or changing the 

competitive environment (Dyer et al., 2004; Hennart, 1988; Vanhaverbeke et al., 2002; Zollo 

& Winter, 2002). The majority of this literature considers these two modes as substitutes for 

one another, with the focus being on the choices firms make regarding either entering into an 

alliance or seeking an acquisition (Arikan & McGahan, 2010; Balakrishnan & Koza, 1993; Das 

et al., 1998; Wang & Zajac, 2007). By comparison, the body of literature on the complementary 

effects of combining the two modes, for example, through acquiring an alliance partner (PA), 

is surprisingly slim (Porrini, 2004; Zaheer et al., 2010; Zollo & Reuer, 2010).   

One of the main reasons for the underdevelopment of this PA stream is probably the 

seemingly low tendency on the part of companies for using that particular sequence. Less than 

3% of all acquisitions are preceded by an alliance, and the same low occurrence rate is found 

for the proportion of alliances followed by an acquisition (Hagedoorn & Sadowski, 1999; 

Ragozzino & Moschieri, 2014; Yang et al., 2011). This dissertation fights that notion of 

irrelevance by arguing that comparing PAs to the entire population of alliances or the entire 

population of acquisitions is unfair. We propose an alternative control sample: we compare the 

PA to repeated alliances and, in doing so, try to expand the general understanding of the 

phenomenon, while investigating its antecedents and performance effects. We therefore 

contribute to both the alliance and the acquisition streams of literature, as well as to the 

literature that looks at both phenomena. 
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Our conclusions are presented below. First, we discuss the main contributions of the 

individual chapters. Next, overarching contributions are highlighted before moving on to 

discussing managerial contributions and future research topics.  

 

Contributions of the Separate Chapters 

We begin with the first empirical paper, presented in Chapter 2, which was shaped as 

an extension of Hagedoorn and Sadowski (1999) and therefore only investigated R&D 

alliances. The goal of the paper was to introduce a new control group against which to measure 

PA occurrence: repeated alliances. In that paper and throughout the dissertation, repeated 

alliances are used as a counterpart to PAs. In comparing PAs to repeated alliances, only those 

dyads with the potential for long-term and possibly broader commitment are taken into account. 

We therefore explicitly excluded single-shot alliances in which the activities would, in most 

cases, not benefit from the higher integration potential that an acquisition can bring. In this 

combined group of PAs and repeated alliances involving R&D activities, 38% of the group 

ended in an acquisition. This number shows that PAs have a comparable occurrence rate to 

repeated alliances and therefore should not be considered irrelevant due to a lack of occurrence. 

The first contribution of the dissertation is therefore to shine a different light on the occurrence 

rate of PAs. Repeated alliances occur often enough to warrant research (Goerzen, 2007; Gulati, 

1995; Xia, 2011), and given that we show the occurrence of PAs to be just as high, the same 

should be true of PAs. 

The second contribution of the dissertation from Chapter 2 is to show that more fine-

grained predictors of PAs are needed alongside the usual suspects for predicting the choice 

between an initial acquisition or initial alliance at the start of a dyadic relationship. We 

explicitly theorized in that chapter that unchanging relationship characteristics, such as a 

similarity between partners and national versus international relationships, can explain a shift 
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in governance mode, and we proposed two logical explanations for this. On the one hand, a PA 

might be entered into as a way to fix a mistake in governance mode choice, meaning that the 

sequential choice is actually a repetition of the initial choice. On the other, it is possible that 

the relationship itself has changed as a result of the first alliance, and the unchanging 

relationship characteristics have a different effect within that changed relationship. Although 

the theoretical arguments are different, the predicted sign effect was often the same for both 

explanations. While we could not empirically disentangle the mistake argument from the 

change-within-the-alliance argument, we do contribute theoretically to the literature on this 

topic.   

Chapter 3 of this dissertation then presented the second empirical paper, which builds 

upon the results of the first paper and takes the next step in PA research. The second paper uses 

a broader sample than the first, including all kinds of alliances, not just those geared toward 

R&D activities. The general importance of PAs was once again confirmed in this broader 

sample, in which 40% of dyads switched away from the alliance format and performed a PA. 

This confirmation of the relevance of PAs based on their level of occurrence strengthens the 

first contribution of the dissertation. 

In addition, the second paper takes a more in-depth look at the alliance activities that 

result in a PA in an attempt to determine the underlying reasons for PAs. We incorporated both 

the functional content (R&D, marketing, and operations) and relationship direction (bilateral 

versus unilateral) of the alliance to obtain a proxy of what was happening within the 

relationship created by the first alliance. Based on the existing literature, we created one main 

and three moderating hypotheses regarding the effect of bilateral R&D. In the testing, only one 

of the moderating effects, bilateral R&D combined with similarity between firms, was 

significant. This implies that, contrary to common belief, bilateral R&D might not be the main 
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driver of PAs. This disconfirmation of the importance of R&D is the third contribution of the 

dissertation.  

After testing the hypotheses, the second paper continues with a more exploratory 

approach and investigates what drives PAs using the broader sample. It seems that the 

phenomenon is driven primarily by marketing – especially, under certain conditions, unilateral 

marketing. These exploratory results are the fourth contribution of the dissertation.  

Chapter 4 presents the findings of the third empirical paper, in which we look at the 

performance effects of PAs. In the existing literature, the performance effects of either alliances 

or acquisitions are not explicitly tested against each other, possibly due to endogeneity issues. 

Papers involving the performance effects of these two governance modes look at them in 

different samples and base their conclusions solely on differences in means. In our alternative 

sample (i.e., looking at PAs versus repeated alliances), we can examine the value difference 

between sticking to the alliance format forever and switching to an acquisition at some point. 

We only looked at the effect of the first alliance announcement, but due to the efficient market 

hypothesis, we can infer expected performance effects about future decisions from this.   

The sixth contribution of the dissertation is that we showed a difference in the 

discounting effect for acquirers and targets. Targets do not get a higher return at the moment 

of the first alliance and seem to be subject to a similar negative announcement effect as 

acquirers. Not only is the positive effect of targets not discounted back, targets might even have 

a lower performance effect than alliance partners.  

The final contribution of the dissertation relates to the effect of joint ventures. 

Performing a joint venture seems to lower the expected returns of a repeated alliance. This 

contradicts the general finding that joint ventures increase value. Concerning joint ventures, 

we also found that in the very specific situation of the initial alliance being a joint venture, a 

PA might have a positive value effect for both targets and acquirers.  
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Besides contributing to the PA literature, the findings of the individual papers 

contribute to the separate literature streams on alliances and acquisitions. This dissertation adds 

to the alliance literature because it shows the importance of looking at detailed alliance content. 

When different alliance types are grouped together, the effect of independent variables can 

become unclear. Some alliance content types are chosen much more frequently than others, 

and this lumping together can crowd out effects. 

This dissertation also reveals an interesting effect with regard to joint ventures. In 

looking at repeated relationships, joint ventures would seem to have a lower performance effect 

than generally assumed, which runs against popular belief. This could be an indication of the 

high costs associated with organizing an alliance activity as a joint venture. 

The acquisition literature has had a hard time determining what the exact trigger or 

reason for an acquisition is. Acquisitions usually involve an entire firm, with all its activities 

and processes, even though maybe only part of the firm was of interest (Hennart & Reddy, 

1997). Our setting presents a possible way for deducing which type of activity has triggered 

the acquisition. As an extension of the thinking that certain acquisition activities lead to more 

of those types of acquisitions (Ginsberg & Baum, 1994), it can probably be assumed that when 

an acquisition follows an alliance, the content of that alliance is the main value creator for the 

acquisition. The second paper showed that by opening the black box of alliance research in 

combination with PAs, we could learn valuable lessons about acquisitions, as well as 

demonstrating that marketing activities are important drivers of acquisitions. 

The results of the third paper show that the average returns of PAs are comparable to 

what the literature finds for straight-out acquisitions and are not significantly positive. Still, 

PAs do happen almost as frequently as repeated alliances. This confirms that the acquisition 

penalty is not universally decreased by acquiring an alliance partner (Zaheer et al., 2010).  
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Additional Insights across Chapters 

The three papers presented in this dissertation are closely linked and even explicitly build 

upon one another. As a result, in addition to each individual paper’s distinct contributions, as 

discussed above, there are several major additional overarching insights.  

Minority Investment 

Minority investments are related to option theory, with a “trying before buying” 

strategy. A minority investment might therefore indicate a pre-acquisition alliance. In the 

complete models presented in the first and second papers, minority investments did not have a 

statistically significant effect, but we did find interesting boundary conditions for this variable 

in the additional in-depth analysis performed in paper two. It shows significance across several 

splits. We therefore theorize that minority investments may only be used under specific 

circumstances and may sometimes be shunned due to their information value (i.e., as an 

indication to competitors that an acquisition could happen).  

The effect of a minority investment on the likelihood of a PA showed a similar pattern 

for all three splits. For each of the splits, it showed a positive effect in one and a negative effect 

in the other side. The positive effects belong to cross-border relationships, non-high-tech 

alliances, and dissimilar firms. Within the high-tech industry split, both coefficients were 

significant, for the cross-border and similarity split only the positive effects were significant.   

If a minority investment is indeed a vehicle for intended PAs, a minority acquisition by 

a company could bring that target company to the interest of the company’s competitors. Such 

information might lead the competitor to buy the target instead. The impact of a competitor 

acquiring your intended target can be especially severe in the high-tech industry, where 

acquisitions significantly happen less, up to 10 times less frequent than for non-high-tech firms. 

This could explain the strong positive effect for minority investments in the non-high-tech 

industry and the negative effect for high-tech industry alliances. 
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Size Difference 

In the first paper, we did not present a change-due-to alliance argumentation for why a 

size difference would have an effect on the likelihood of a PA. The original ideas of Hagedoorn 

and Sadowski (1999) were inspired by ability. A size difference makes acquiring an alliance 

partner easier. This seems like a logical argument, but it resembles the Mistake argument more 

than being a change-of-relationship effect.  

We did add size differences as a control variable, however, with the ability argument in 

mind. The effects that we found contrasted with the ability argument, though. The same effect 

was found in Hagedoorn and Sadowksi (1999). Size 2, not own ultimate partner, had a (weakly) 

significant negative effect in all of the models of paper two. Size difference leads to fewer PAs 

and more repeated alliances.  

Public status difference was another proxy for size difference. The coefficient of public 

status difference was non-significant in the whole models, but when we performed a split 

analysis, some interesting results turned up. We would have expected a positive effect 

regardless of the boundary conditions, because of the ability argument, but in all three splits, 

the variable takes a different direction in the different subsamples. This discrepancy was 

strongest in high-tech industries. In the high-tech industry split, both splits show significant 

effects. In the high-tech industry, private firm involvement was more likely to lead to PAs, but 

in the non-high-tech industry, private firms were more likely to lead to repeated alliances.  

The positive effect for high-tech industries is not surprising. It is often the small startups 

that have innovative technologies and are bought by bigger firms with large financial reserves. 

The negative effect for non-high-tech industries is puzzling, though.  

Timing 

In the Chapter 3, days between events has a below 1, and statistically significant, effect. 

When we predict the effect for the average amount of days between events (958 days) while 
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having the rest of the variable at their mean level, we get 0.31 as the likelihood of a PA. When 

we do the same for the average plus one standard deviation (958+815 = 1773), we get 0.22,  

The likelihood of a PA happening instead of an alliance decreases with almost 30%.  

These results show that more time between the two events decreases the likelihood of 

a PA. The process of inducing a new alliance after engaging in an initial one should be easier, 

and therefore quicker, than doing a PA. It is therefore extra interesting that the closer the events 

are in time, the higher the likelihood of a PA.  

Based on this closeness in time, it is unfortunately not possible to make a prediction about 

the fraction of pre-acquisition alliances and post-alliance acquisitions. Both would equally 

likely predict a PA to be at least as quick as a repeated alliance. The effect of time does 

indicate that the acquisition is indeed connected to the earlier alliance and not just a random 

event. At least, the effect of timing strengthens our assumption that an observed acquisition 

between partners is the result of the changes to the relationship due to the initial alliance.  

 

Managerial Contributions  

This dissertation’s main contribution to managers is in showing that a PA is a frequently 

selected strategy when we look at its likelihood compared to performing another alliance. This 

makes the results particularly of interest to firms that are considering a long-term relationship. 

The fact that in a wide sample, 40% of repeated activities ended in an acquisition shows that 

managers who have a long-term relationship perspective should actively investigate whether 

an acquisition might not be a good alternative to performing another alliance.  

Besides demonstrating the general tendency of firms to perform PAs, this dissertation 

also found that marketing activities, in particular, seem to provide greater incentive for the 

acquisition of an alliance partner. This information can help managers determine if a PA is a 

logical choice in their situation. More research into the marketing effect is needed, though, so 
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we cannot absolutely advise managers to think more about PAs for a marketing alliance versus 

other types of alliances.  

A third managerial contribution is our confirmation that while PAs do deliver value, 

this is only under very specific circumstances. It might well be, for example, that initial joint 

ventures are the vehicle for obtaining such advantages. On average, a PA does not eliminate 

the acquirer penalty, moreover. It would therefore not seem to be the perfect solution for 

avoiding a negative reaction from the stock market, but firms that had good reasons for initially 

starting a joint venture might benefit more from an acquisition than from another alliance.  

A fourth, and final, interesting finding for managers is that the target premium remains 

under PAs. Potential targets can still get a very high return when they are bought in a PA. The 

performance effect of the initial alliance is not an indication of how the stock market will react 

to a later acquisition. Managers of possible target firms do not have to fear that their potential 

buyout premium will decrease if they perform an alliance with a potential acquirer first.  

Limitations and Future Research  

This dissertation compares PAs to repeated alliances as a way of excluding one-shot 

alliances, many of which would not benefit from an acquisition anyway, thus producing a 

more equitable control group. Such a strategy does, of course, come with limitations of its 

own. Some long-term alliance relationships actually last in their original alliance format for a 

very long time, and these are now also excluded from the control group. It is notoriously 

difficult to find end dates for alliances, but comparing PAs to a set of long-lived single 

alliances would be a very interesting next direction.  

Theoretically, the mere possibility of a PA occurring can create value, even if the 

acquisition itself never actually happens. In such cases, the PA should be viewed as a call 

option that is not acted upon. One reason for not acting might be that the acquisition is a bad 

idea. An alliance with a potential target can be a way to avoid a bad acquisition if the alliance 
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shows that more hierarchy does not create value. The firms thus benefit from having done the 

earlier alliance, by gaining information about their partner that saves them from a bad 

acquisition. Another way a potential PA without an acquisition can have value is when the 

threat of an acquisition serves to keep the alliance partners in check (Reuer & Ragozzino, 

2008). This means that with our repeated relationship sample, we miss some of the value of 

PAs. More research into this excluded PA value would be very valuable but will require 

different kinds of data. 

This dissertation provides new insight into the acquirer penalty and target premium but 

raises many more questions about those in turn. One interesting future avenue would be to look 

at target effects only. The existing literature has looked at the acquirer effect for firms that have 

an alliance and those that do not (Ragozzino & Moschieri, 2014; Zaheer et al., 2010), but the 

same should be done for targets.  

The dissertation confirms the strong difference between target and acquirer effects. This 

distinction in clear value differences across partners is not available in the alliance literature. 

A discussion is currently taking place in the alliance literature about value capture and value 

creation (Wang & Rajagopalan, 2015), however, which could potentially lead to determining 

a target and acquirer equivalent for alliance partners. Such a distinction might also explain the 

non-significant announcement effects of alliances; it could be a combination of positive and 

negative effects across partner types.  

More research is needed into our finding on the joint venture performance effect. 

Contrary to existing research, we found a negative effect for joint ventures. This could be the 

effect of the governance mode itself, but it could also be due to joint ventures being indicative 

of different types of relationships. More research is needed to disentangle these effects.  

We do not distinguish between friendly and hostile takeovers, but this distinction could 

be particularly interesting in the PA context. If the PA is the effect of opportunistic behavior 
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as a post-alliance acquisition, a hostile takeover is more likely than a friendly takeover. In a 

pre-alliance acquisition, the opposite could be true. This seems like an interesting future 

research direction.  

 

Conclusions 

This dissertation aims to contribute to the alliance and acquisition literatures, especially to 

the literature that bridges these two topics. Most bridging literature has looked at the choice 

between the two, considering alliances and acquisitions to be substitutes of one another. This 

dissertation contributes to the view that alliances and acquisitions can be complementary over 

time. The drawbacks of one mode can be alleviated by combining it with the other in sequence. 

Phenomenologically, the dissertation shows that when compared to repeated dyadic 

relationships as a counterpart, PAs happen relatively frequently. This warrants in-depth 

research about how sequential choice factors might differ from initial choice factors when 

choosing between an alliance and a PA.  

The dissertation also shows that more research is needed into the role of marketing 

alliances, which have often been either considered less important than R&D alliances or 

bundled together with them in the strategy research. In addition, it shows that acquirers are 

punished by the stock market before the actual acquisition happens, at the moment of the initial 

alliance, and, surprisingly, so are targets. Lastly, although the joint venture format for an initial 

alliance does not seem to have an effect on PA occurrence, we did find indications of positive 

PA performance effects for both acquirers and targets when the initial alliance was a joint 

venture.  
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