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Abstract

The purpose of this paper is to contribute to a theory of alliance performance by integrating insights from alliance performance studies with insights from alliance life cycle theories. The literature on alliances and alliance performance is abundant, yet the development of a comprehensive theory is hindered by the ambiguity of the construct “alliance performance”. So far, most researchers captured alliance performance in a static fashion, by looking at subjective or objective indicators separately or by combining them. This static approach foregoes the inherent dynamics of alliances. During the existence of an alliance, partners’ objectives may change, which will influence the attitude towards and the behaviour in the relationship. In this paper, we will embrace a dynamic perspective on alliance performance, in that we distinguish between (1) alliance value creation and (2) alliance value appropriation. In this way, we underscore that a firm’s satisfaction with the performance of an alliance depends –first- on the alliance value that is created and –second- on the share of that value the firm captures. Using alliance life-cycle insights, we will build a conceptual framework that covers the effects of alliance conditions on alliance value as well as the reciprocal effects of alliance performance on alliance conditions. Our conceptual model incorporates the multi-dimensional nature of alliance performance and the relation quality.  
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Introduction

Firms are increasing their collaborative activities as a means for assuring their long-term viability. The strategic value of inter-firm cooperative relationships is apparent in the modern context of rapidly growing and changing markets, global competition, network organizations, and dynamic, complex, and expensive technologies (Tallman, 2001). Alliances
 enable firms to attract resources necessary to conduct their activities, otherwise unavailable to them. This opportunity provides firms with potential competitive advantages, yet in practice alliance failure is generally found to be high (Barringer & Harrison, 2000; Ireland, Hitt, & Vaidyanath, 2002). Although the field is dominated by studies which attempt to explain the reasons for failure (Tallman, 2001), satisfying and conclusive results are yet to be presented and researchers call for further research (Ariño, 2003, Olk, 2002).

The construct of alliance performance is surrounded by ambiguity. Authors refer to various labels such as, “alliance performance” (Geringer & Hebert, 1991), “relational rents” (Dyer & Singh, 1998), “collaborative venture performance” (Ariño, 2003), “joint venture performance” (Anderson, 1990), “value creation” (Anand & Khanna, 2000; Chan et al., 1997), and “alliance portfolio performance” (Heimeriks & Duysters, 2002). Although, these studies differ, they have a common element, in that they conceptually and empirically approach alliance performance as a static dependent variable. As such, they ignore the dynamic nature of alliances and of alliance performance specifically.

Recent studies (Das & Teng, 2002; Ariño & de la Torre, 1998; Doz, 1996; Ring & Van de Ven, 1994) show that alliances are dynamic entities
. Dynamic refers to the evolutionary nature of inter-organizational relations, as a result of continuous partner interaction. Particularly, these studies investigate the developmental processes constituting the formation, management and outcomes of alliance activities (‘life-cycle approach’). Furthermore, these studies address the importance of alliance outcome assessments by the partners. However, a knowledge gap exists between how alliance outcome and assessments affect the ex ante and ex post alliance conditions. In other words, the dynamic models comprehend reciprocity, but have – so far – limited explanatory power.

The objective of this paper is to contribute to the development of the literature of strategic alliance performance by introducing a dynamic perspective on alliance performance evaluation. Drawing from alliance performance literature and alliance developmental literature we have identified “Alliance Value Creation” and “Alliance Value Appropriation” as the core elements within this perspective. Alliance value refers to the sum of all benefits that a partner receives if the partner engages into a particular exchange relation with another firm. In line with earlier work (Olk, 2002; Madhok & Tallman, 1998), we distinguish two phases of alliance value: creation and appropriation. Alliance value creation refers to the jointly produced value as a result of synergetic resources, while alliance value appropriation refers to the degree in which a partnering firm captures a share of that value. In contrast to prior literature, we build a conceptual model in which each of these two phases has distinctive explanatory factors. Furthermore, we argue that managerial assessments of the alliance outcome at the firm level will influence the antecedents of both value creation and appropriation. In our model, we also include two elements that received limited attention in previous studies of alliance performance: the multi-dimensional nature of alliance performance and the concept or relational quality (Ariño, 2003). In sum, building on alliance performance and alliance development literature, we identified two relevant gaps (1) the dynamic nature of alliance performance and (2) the effects of alliance performance and assessment on alliance conditions. We address these gaps by introducing a dynamic alliance performance model, which distinguishes value creation and value appropriation with reciprocal effects between conditions, management, outcome and assessment.

Before presenting our model and propositions, we first provide an overview of issues causing the ambiguity around the alliance performance literature. Secondly, we address the static and dynamic perspectives related to alliance performance and elaborate upon the model’s core variables – alliance value creation and alliance value appropriation – and their explanatory factors. Furthermore, we discuss the multi-dimensionality of alliance value and the concept of relational quality. Afterwards, we will present our dynamic value model and propositions. Finally, we round the paper off with suggestions for empirical research and conclusions. 

Alliance Performance: An Overview of General Issues

Despite agreement in the literature about the importance of alliance performance as a dependent variable, consensus about its definition and measurement is lacking (Olk, 2002). The literature on alliance performance is abundant, and numerous overview articles are available (Ariño, 2003; Gray, 2001; Olk, 2002). These articles attempt to present converging definitions of alliance performance (Ariño, 2003), categorisations of approaches (Olk, 2002), or address distinct conceptual lenses (Gray, 2001). To better understand the current ambiguity around the alliance performance construct, we briefly describe the causes of this ambiguity. We identified four major causes that create fragmentation in the alliance field and, consequently, sustain the incomparability of research:

1. Level of Analysis

2. Alliance Form

3. Subjective vs. Objective Measures

4. Multi-dimensional vs. Uni-dimensional Measures

Ad 1. Level of Analysis

The level of analysis is crucial in investigating alliances. Although, similar labels are adopted for alliance performance, a closer look at the operational definitions reveals that researchers use different levels of analysis. The levels of analysis that can be distinguished are: (1) firm, (2) dyad (or alliance), (3) portfolio and (4) business network (Inkpen, 2001; Ritter & Gemünden, 2003). 

Ad 2. Alliance Form

Alliances do exist in many shapes and forms (Barringer & Harrison, 2000). Each form can be characterized by its own strategy, governance structure and performance. Hence, researchers should be explicit in describing their research objects or control for the alliance form to prevent incomparable results (Inkpen, 2001). For example, research on joint venture performance may lead to outcomes, which are not necessarily valid for non-equity alliances. Alliances can be categorized by empirical appearance (Barringer & Harrison, 2000), strategic orientation (Koza & Lewin, 2000), equity arrangements and the establishment of a new entity (Contractor & Lorange, 1988). 

Ad 3. Subjective vs. Objective Measures

Initially, researchers adopted objective measures of performance. Particularly financial indicators, such as profitability, growth and cost position were applied (Geringer & Hebert, 1991). Other objective measures were survival, duration, instability, and renegotiation (Ariño, 2003, Inkpen, 2001). Yet, these objective measures embody potential limitations that are critical to the evaluation of alliance performance (Geringer and Hebert, 1991). Because of these concerns and the awareness for a need for more qualitative performance evaluations, subjective measures were adopted. Researchers introduced, for example, satisfaction as an overall measure for goal attainment (Geringer & Hebert, 1991). Although, these measures have their own limitations and biases, Geringer and Hebert (1991) tested for the correlation between subjective and objective measures. In short, they found high correlations between the two types of measures, suggesting possibilities for substitution. 

Ad 4. Multi-dimensional vs. Uni-dimensional Measures

Researchers question the validity of various measures applied in distinctive studies. They argue that alliance performance is a multi-dimensional construct and comprehends distinctive levels of analysis (Inkpen, 2001). Studies adopting similar constructs appeared (after careful examination) to be investigating different dimensions. Researchers tried to make sense out of the breadth of performance dimensions by empirically evaluating the various measures. 

To summarize, studies investigating alliance performance should be explicit in the choices that were made with respect to the above-mentioned issues: level of analysis, alliance form, nature of measures and multi-dimensionality. However, recently some studies (e.g. Olk, 2002; Ariño, 2003) show that another potential cause of fragmentation has emerged. Historically, the adopted measures of performance were static in their nature. Drawing from alliance life-cycle literature, it seems that a more dynamic approach towards alliance performance can be more appropriate.

Alliance Performance: Static versus Dynamic Approaches

Since long, researchers emphasized the importance of alliance performance measurement. Through the early studies by Killing (1983), Geringer and Hebert (1991) and the more recent studies by Glaister and Buckley (1998), Büchel and Thuy (2001), Olk (2002) and Ariño (2003), alliance performance is becoming a theory on its own. In this debate, a new issue has emerged: the distinction between static or dynamic approaches in assessing alliance performance. 

A recent study by Olk (2002) introduces a categorization of alliance performance literature (see also Ariño (2003)). Olk (2002) adapts two dimensions from the organizational effectiveness stream of research. The first dimension reflects the level of analysis; the second dimension refers to the purpose of the assessment. Olk (2002) addresses two levels of analysis: the partner or firm level and the alliance level. For each level of analysis, he discusses four possible assessment orientations: optimization, strategic interest, multi-interest and sequential. The study provides a comprehensive overview of the alliance performance literature, which is sufficient and appropriate for the purpose of our investigation. In the light of Olk’s overview our contribution will emphasize the more dynamic approaches.

Three approaches discussed by Olk (2002) are introducing the multi-dimensionality and the sequential character of alliance performance (i.e. dynamics). These approaches promise potential interesting insights in performance dynamics, however they lack empirical testing. The “alliance multi-interest” and “partner multi-interest” focus on the pursuit of several goals by the partners or by the alliance itself. Performance assessment should include multiple measures, e.g. business measures, management competencies, human resources. However, these multiple dimensions can create a conflict in interest. The last approach, Olk (2002) discusses is the “alliance and partner sequential” approach. He argues that performance is interrelated with the alliance life-cycle, and that both levels of analysis are addressed simultaneously within limited but available research. Research focuses on findings that reveal the importance of feedback loops and relationships between the partners and their effects on performance assessment. This approach is still in an exploratory phase, due to of a lack of longitudinal studies and empirical testing. 

Olk’s (2002) review shows that alliance performance has been primarily addressed from a static perspective. Just recently, some authors (Das & Teng, 2002; Ariño & De la Torre, 1998; Doz, 1996; Ring and VandeVen, 1994) started to investigate alliance dynamics and attention is given to the process and dynamic aspects of performance (Ariño, 2003; Büchel and Thuy, 2001). However, more theoretical insight is needed in the dynamic nature of alliance performance. 

A Dynamic Perspective

In the previous sections, we discussed the need for a more dynamic approach toward alliance performance. Although, studies that adopted static measures have provided valuable insights, they are limited in their explanations for alliance outcomes. We believe that an integration of the more static alliance performance literature and recent insights from the alliance life-cycle literature contributes to the explanation of alliance outcomes.

Initial studies by Ring and Van deVen (1994) and Doz (1996) lay the foundation for a stream of research investigating the developmental nature of alliances. For example, in synthesizing the work of Ring and Van deVen (1994) and Doz (1996), Ariño and De la Torre (1998) presented a evolutionary model of the alliance life-cycle. The model focuses on the continuous assessment of efficiency and equity conditions prevalent in the alliance at any point in time. Through assessment and subsequent reactions, the alliance conditions are re-adjusted and renegotiated. Building upon this stream of research, Das and Teng (2002) elaborate upon the importance of the initial conditions and the co-evolutionary nature of alliance activities. They discuss how, “interpartner-conflicts”, “collective strengths” and “interdependencies” have different impacts on the alliance developmental phases. Both studies address the importance of the alliance environment, the initial conditions, the execution of the alliance, the relation quality, the alliance outcomes and assessment and the reciprocal effects.  

The alliance life-cycle studies show that alliances encounter different types of dynamics. Firstly, the studies introduce feedback loops between the alliance outcomes and assessment and the initial value creating conditions. Secondly, the studies emphasize the importance of relational quality. Relational quality refers to a variable that is cumulative and incorporates learning from past interactions and affects the level of inter-partner trust (Ariño & De la Torre, 1998). Thirdly, also drawing from insights presented by Olk (2002), it is suggested that alliance performance consists of multiple dimensions. Within a dynamic framework, outcomes on each of the dimensions will have a differential impact. But most importantly, these studies implicitly show that alliance performance in itself is a dynamic construct, which corresponds with the recent insights in the alliance performance literature. 

These studies, however, do not differentiate between value creation and value appropriation mechanisms which is crucial, particularly in the field of alliances. Referring to our earlier discussion about levels of analysis, we state that value is created on the alliance level, while value appropriation occurs at the firm level. Hence, the relation between alliance level and firm level is crucial to understand the dynamics of alliance performance.

To conclude, in line with our discussion of the causes of fragmentation, adopting a dynamic approach on alliance performance evaluation would comprehend the following:

(1) a multi-level approach, relating the alliance level to the firm level;

(2) a multi-dimensional approach;

(3) the incorporation of the concept of relation quality.

Naturally, any study adopting a dynamic perspective should address the issues of alliance form and subjective/objective measures. However, these two causes of ambiguity are not essential for developing a dynamic approach, as the dynamics apply to all forms of cooperation in a (more or less) similar vein, whether subjectively or objectively measured. In the next section, we will discuss the dynamic nature of alliance performance, resulting in the fundamental underpinnings of our dynamic value approach.

A Value Perspective

In explaining alliance performance, researchers have adopted the value perspective. However, despite its potential (Madhok & Tallman, 1998), the value perspective has been applied seldom. In general from a firm perspective, value can be conceptualized in terms of the ability of partners to earn rents over and above what could have been achieved in the absence of the partnership, i.e. alternative organizational arrangements (Madhok & Tallman, 1998 p. 328). These benefits result from transaction efficiencies. Furthermore, value is created through the deployment of redundant or less rent-yielding resources, resulting in resource efficiencies (Madhok & Tallman, 1998). Together, the two types of benefits refer to private benefits (Khanna, Gulati, & Nohria, 1998) and they are induced at the firm level. However, as both partners contribute resources to the alliance, additional value is created through the interaction. This type of value is what we refer to as alliance value. The concept is similar to what is labelled in prior studies as “common benefits” (Khanna, et al., 1998), “relational rents” (Dyer, et al., 1998) and “collaboration-specific quasi rents” (Madhok & Tallman, 1998). It is this type of common benefits, which are the focus of this study.  More precisely, alliance value refers to: the sum of all benefits that a partner perceives it will receive if the partner engages in a particular exchange relation/interaction with another firm. 

By adopting interaction as a core element in the definition, we emphasize the dynamic nature of alliance performance. In other words, through adopting a value perspective it becomes clear that alliance performance consists of two related subsequent phases. Firstly, the alliance value has to be created and secondly, the created value has to be appropriated by the partners. Value creation is a necessary, but not sufficient condition for value appropriation. But how does alliance value appropriation affect alliance value creation? Before answering this question it is necessary to elaborate upon the determinants of alliance value creation and alliance value appropriation.

Joint value creation is seen as a rationale for firms to enter into alliances (Madhok & Tallman, 1998). The partnering firms see opportunities to create value, which for them individually would be impossible or very costly to achieve. Adopting a resource based view, value is created when resources are combined that are valuable and unique (Barney, 1991; Barney & Arikan, 2001). This value is sustainable when these resource combinations are non-substitutable and difficult to imitate by other companies. Hence, it is the nature and the amount of resources that determine the realization of the potential value (Das & Teng, 2000b, Madhok & Tallman, 1998). Within this perspective, resources can be tangible or intangible. However, as intangible resources are more difficult to imitate, it is this type of resources that potentially can create a joint sustainable competitive advantage (Madhok, 2001). 

The potential to create value is not enough to realize value, as other conditions do apply. First, empirical studies have shown that the likelihood for alliance success increases if partners are comparable in strategic orientation, organizational and operational designs (Powell, 1992). Recently, authors showed that the quality of the relation influences the value creation process (Ariño, 2003, Madhok & Tallman, 1998). Furthermore, Ireland, Hitt & Vaidyanath (2002) state that alliance management is a source of competitive advantage. In other words: alliances must be effectively managed to realize and capture their benefits. Important to emphasize is that the co-produced value is induced at the alliance level. Both partners have an opportunity to appropriate the value created. 

Alliance value appropriation is measured at the firm level: how much of the total value is captured by each firm. Research shows that the performance of alliances is often related to the bargaining positions held by the partnering firms (Glaister & Buckley, 1998a; Pearce & Hatfield, 2002). For example, Glaister and Buckley (1998a) show that managers perceive that the performance increases if they have more management control. However, there is also evidence that balanced responsibility structures lead to higher performance outcomes (Pearce & Hatfield, 2002).  This stream of research is positioned within the bargaining power theory and resource dependence theory (Pfeffer & Salancik, 1978). In general these theories state that the dominant party will capture most of the value. Furthermore, recent studies suggest that the alliance capability of a firm is positively related to its goal attainment (Anand & Khanna, 2000, Draulans, deMan, & Volberda, 2003). Firms that are better in managing alliances have a higher propensity to appropriate more value than less alliance capable companies. 

Having better-developed alliance capabilities enables companies to ex ante formulate more specific objectives, choose the right partner and design the appropriate alliance structure. Also, the distribution rules which are agreed upon influence the appropriation of value (Ariño, et al., 1998). In addition to the alliance capabilities, research has shown that the absorptive capacity (ability to learn) of a firm influences the value appropriation (Dyer and Singh, 1998). 

We conclude that alliance performance consists of two distinct, but related, phases: value creation and value appropriation. Each phase has its own antecedents; for example, a dominant power position of a partner hinders the value creation, but facilitates the value appropriation process. Hence, we will embrace a dynamic approach that focuses on both elements of alliance performance.  In sum, we propose that:

Proposition 1

Antecedents that influence the amount of alliance value created (e.g. resource alignment, alliance management and relational quality) are different from antecedents that influence the amount of value appropriated by a firm (e.g. alliance capability, absorptive capacity and bargaining power).

Dimensions of Alliance Value Creation and Alliance Value Appropriation

As mentioned before, alliance value consists of multiple dimensions (Büchel & Thuy, 2001; Gray, 2001; Hatfield & Pearce, 1994). For example, Gray (2001) introduced a conceptual framework consisting of five dimensions for assessing alliance performance. Each perspective focuses on one outcome: (1) problem resolution or goal achievement, (2) generation of social capital, (3) creation of shared meaning, (4) changes in network structure, and (5) shifts in power distribution. Büchel and Thuy (2001) empirically tested four dimensions of alliance performance among Vietnamese managers of 53 joint ventures. They distinguished economic, strategic, behavioural and learning indicators. Except for the learning indicators, they found evidence that the categories of indicators form separate dimensions of alliance performance.  Pearce and Hatfield (1994) investigated 83 parents of joint ventures and related performance indicators to the goals of the parents. They defined five categories to represent these goals: (1) knowledge transfer, (2) market power, (3) financial performance, (4) structure, and (5) efficiency. In this study, we introduce five (output) dimensions of value creation and appropriation:

1. financial indicators;

2. strategic indicators;

3. internal business indicators;

4. learning and knowledge indicators;

5. network / portfolio indicators.

The financial indicators are output oriented, are quantitative in nature and have a short time frame (Büchel & Thuy, 2001). Examples of indicators are: return on investment (Büchel & Thuy, 2001; Hill & Hellriegel, 1994), profit (Anderson, 1990, Geringer & Hebert, 1991), stockholders value (Anand & Khanna, 2000; Kale, Dyer, & Singh, 2002), productivity (Anderson, 1990; Büchel & Thuy, 2001; Geringer & Hebert, 1991), and cost control (Büchel & Thuy, 2001; Cravens et al , 2000). Research agrees upon the fact that financial indicators are not representative for alliance performance as a whole (Anderson, 1990; Ariño, 2003; Geringer & Hebert, 1991). The soft aspects (e.g. trust and learning) and the long-term orientation of alliances imply that other indicators are needed. 

The second dimension consists of indicators that refer to output performance, are quantitative and qualitative in nature, yet have a long-term orientation. In other words: strategic indicators. Some examples of these indicators are: improvement of competitive position of the parents (Büchel & Thuy, 2001; Kale, et al., 2002), reputation (Büchel & Thuy, 2001; Geringer & Hebert , 1991), market growth (Anderson, 1990; Cravens, et al., 2000), and customer orientation (Büchel & Thuy, 2001). These strategic indicators differ from the financial indicators in the sense that they have a future orientation. 

The third category consists of the internal business performance indicators. These qualitative indicators refer to the primary processes within the partnering organizations. Some examples are: quality control (Cravens, et al., 2000; Geringer & Hebert, 1991), process improvements (Cravens, et al., 2000), and product design (Geringer & Hebert, 1991). In contrast to the strategic indicators, these indicators refer to the internal organization. 

Learning, knowledge and innovation indicators refer to qualitative, output and process oriented measures. Whether the partnering firms are capable to further develop their products and services and create future value for stakeholders is the core focus. 

Examples are: development of new management skills (Büchel & Thuy, 2001; Kale, et al., 2002), development of new technologies (Anderson, 1990; Geringer & Hebert, 1991; Pearce & Hatfield, 2002), acquiring knowledge about new markets (Anderson, 1990; Büchel & Thuy, 2001), and acquiring knowledge about unknown technologies (Büchel & Hebert, 2001; Pearce & Hatfield, 2002). The driving force is the contribution of the alliance to the firm’s capability to improve, enhance and change the organization through innovation. 

The last category consists of network/portfolio indicators. This dimension fits with a structuralist perspective and considers value creation at the level of the focal firm and its external relations (Ritter, et al., 2003). Collaboration is considered in terms of the number and type of connections that exist among organizations (Gray, 2001). Examples are: structural and relational factors (Gulati, 1995), portfolio performance (Vanhaverbeke, Duysters, & Beerkens, 2001) and network effectiveness (Baum, Calabrese, & Silverman, 2000). However, caution is needed in using these indicators as collaboration is solely measured on the basis of network indicators, which have only a limited effect on alliance performance (Gray, 2001). In sum, alliance value consists of multiple dimensions. Each dimension has its own conceptual underpinning, as well its own implications. Hence, we propose that:

Proposition 2

For each dimension of alliance value the different antecedents of value creation and value appropriation have different effects.

Relational Quality

Ariño (2003) found evidence that alliance performance also consists of a process dimension. This process dimension is referred to as “relational quality” (Ariño, et al., 1998) or “relational capital” (Kale, Singh, & Perlmutter, 2000). This dimension is characterized by qualitative process-oriented indicators, oriented towards present and future assessing the behaviour and attitude of participants within the alliance.  Example indicators are: employee satisfaction (Büchel & Thuy, 2001; Cravens, et al., 2000), respect between partners (Büchel & Thuy, 2001), equity between partners (Büchel and Thuy, 2001), and commitment (Büchel & Thuy, 2001; Geringer & Hebert, 1991). More specifically, this process dimension refers to issues of trust (Ariño & De la Torre, 1998; Gray, 2001). Extensive literature is available about trust (e.g., McEvily, Perrone, & Zaheer, 2003; Sarkar, Echambadi, Cavusgil, & Aulakh, 2001). In general, research shows that trust plays a pivotal role in the development of an alliance. However, Madhok (1998) provides a non-trust explanation for high performing alliances. It is the anticipated potential value, which prevents managers from behaving opportunistically. Consequently, trust does not explain why alliances fail or are successful.  Nonetheless, in general researchers tend to agree about the importance of the relational quality (defined broader as only trust) for the successfulness of the alliance (Ariño, et al., 1998). 

However, evidence has been found that the nature of the relational quality changes as the alliance develops over time. More precisely, studies have investigated the cooperative versus competitive attitudes of the partners within an alliance (Khanna et al. 2000; Das en Teng, 2000a). 

We believe that as the alliance evolves changes in the relational quality will occur as well. Whereas, a bilateral cooperative attitude will facilitate value creation, such an attitude will have little effect in regard to unilateral value appropriation. In contrast, from a firm perspective a unilateral competitive attitude will most likely lead to a higher portion of appropriated value. Hence, 

Proposition 3a

A high relational quality (i.e. trust) between the alliance partners will positively moderate the relation between resource alignment and alliance value creation. 

Proposition 3b

A high relational quality (i.e. trust) between the alliance partners will have no influence on the amount of appropriated value by the partnering firms. 

Dynamic Interplay and Alliance Performance

We have argued that alliance performance has three distinct dynamic elements. With a few exceptions (Das & Teng, 2002; Ariño & De la Torre, 1998; Doz, 1996; Madhok & Tallman, 1998; Madhok, 2001; Ring & VandeVen, 1994; Khanna, et al., 2000) researchers ignored these dynamic elements. However, we believe that a dynamic value approach provides new and additional insights as shown in our model and propositions.

Firstly, and most importantly, our model (see Figure 1) shows that value creation and value appropriation are interrelated. Value creation (at the alliance level) is a necessary but not sufficient condition for value appropriation (at the firm level), yet the amount of value appropriated drives the firm’s decision making. The resulting decisions – unilateral or bilateral – change the initial conditions and hence the value potential of the alliance. Therefore our model links the two levels of analysis, providing a dynamic view. 

Secondly, our model shows in line with prior research that performance consists of multiple –dimensions, and these different dimensions as well as relational quality are important elements of the alliance performance assessment. In line with the Equity Theory (Adams, 1963), the perceived fairness or equity of the distribution of the value for all dimensions influences the initial conditions, and hence has a direct effect on the value potential of the alliance. Ariño (1998) acknowledges that the assessment by alliance managers causes bilateral of unilateral reactions, which could lead to the alteration of initial conditions or to the dissolution of the alliance. 

Two criteria are particularly relevant: efficiency and equity. The first condition refers to the expectation that the created value is higher than in any other organizational arrangement, and the second condition refers to the degree in which both firms are satisfied with the distribution of value proportionally to their respective contribution (Ariño & De la Torre, 1998). Hence, our model goes beyond Ariño’s insights in a way that she does not elaborate on how these value creation and value appropriation mechanisms are interrelated. For example, perceived unfairness in the distribution of value will alter the relational attitude and the willingness to invest in the relation. Consequently, the relational capital will decrease and will negatively influence the synergies coming from resource alignment. The resource alignment in itself is also directly influenced by a negative assessment. The partnering firms will invest fewer (specialized) resources and hence the potential value decreases. Furthermore, the perceived assessment of appropriated alliance value directly influences the behaviour of the firm and will result in actions (Khanna et al., 2000). As the assessment is negative, the firm will attempt to unilaterally alter its bargaining position or the distribution rules. This will result in higher appropriated value, but possibly also a distorted relationship. Hence, due to reciprocal effects, a delicate balance must be maintained between interventions focused on altering the antecedents of alliance value creation and interventions focused on altering the antecedents of alliance value appropriation. In sum, we propose that: 

Proposition 4:

If a firm appropriates more value than perceived fair by its partnering firm, the amount of alliance value created jointly will subsequently decrease, as the partnering firm will negatively alter the initial conditions.

Proposition 5:

If a firm appropriates more value than perceived fair by its partnering firm, the amount of alliance value appropriated by that firm will subsequently decrease, as the partnering firm will (attempt to) negatively alter the value appropriation antecedents (i.e. bargaining power and distribution rules)

Our model makes only two dynamic elements explicit: the interrelatedness between value creation and value appropriation and the role of relational quality. However, as argued in the section above the dimensions applied to measure performance are dynamic as well. A firm’s behaviour will be driven by the actual assessments of benefits on each dimension separately, but also by the aggregate assessment for the performance dimensions together (‘overall performance’). For example, a perceived low assessment of financial benefits will likely result in particular actions that alter the formal distribution rules. In contrast, a change in the distribution rules will not affect a perceived learning race in which one partner appropriates more knowledge at a quicker pace. In the latter situation, the firm will attempt to alter its resource investments and/or its bargaining position. 


[image: image1]
Figure 1: a dynamic perspective on alliance performance evaluation

Hence, we expect that the various dimensions of performance will lead to different actions if a partner is not satisfied with their performance. We expect that an unsatisfactory assessment on one dimension can be compensated by positive evaluations on other dimensions (e.g., good financial results, but limited knowledge creation), there will be a minimal performance threshold for each dimension. At the same time, we expect that some dimensions are more important than other dimensions, which probably also differs per partner. Although, not explicitly visualized in our model we propose the following:

Proposition 6:

Based on an aggregate assessment of alliance performance dimensions a partnering firm will unilaterally decide whether to continue, renegotiate or terminate the alliance.

Suggestions for Testing

Ring and Van de Ven (1994) suggest longitudinal research that tracks a set of alliances in their natural field. Their event based qualitative approach results in a rich data set with valuable insights. However, our model could also be empirically tested, although this will pose difficult decisions related to: construction of valid constructs, collection of data among alliance managers and a single or multi partner approach. 

The nature of our model suggests a traditional research strategy. Firstly, the construction of theoretical underpinned propositions and secondly, the testing of these propositions. As our conceptual model comprehends dynamic reciprocal feedback loops a single cross-sectional survey would result in limited additional insights. Hence, we suggest a panel data approach. In other words, a sample of alliance managers could be approached and asked to cooperate.  Subsequently, we suggest approaching the participating alliance managers twice with a questionnaire with at least a six month interval. The collected data should be analysed using structural equation modelling as the presented model is non-recursive, comprehends unobserved variables and the data will contain some measurement error. Due to the model’s complexity the statistical analysis could be conducted on two or three separate sub models. The questionnaire design could be partially based on existing scales and measures. The new scales and measures (i.e. alliance value and assessment) and the final questionnaire could be pre-tested as suggested by Churchill (1979).

Conclusion

In this paper, we introduced a dynamic perspective on alliance performance evaluation. We belief that our dynamic view explicitly addresses two identified knowledge gaps: (1) the dynamic nature of alliance performance and (2) the effects of alliance performance and assessment on alliance conditions. We combined the insights from the alliance life-cycle literature with alliance performance. In doing so, we stressed the importance of distinguishing two sequential phases in alliance performance: alliance value creation, and, subsequently, the value appropriation. The conceptual model we developed shows the interrelatedness of alliance value creation and the appropriation by the partners. Furthermore,  we put forward propositions of the reciprocal effects of  alliance performance assessment on the alliance conditions; that is the antecedents of alliance value creation and appropriation. Furthermore, we introduced relational quality and multi-dimensionality as dynamic elements. As alliances develop over time, the relational quality will develop as well. Consequently, we expect that both value creation and appropriation are influenced by different types of relational quality. Alliance performance is a complex phenomenon, which should be split up in separate dimensions, such as financial, strategic and internal. In this paper, we explicate that each of these dimensions of performance may have a different effect on the behaviour and actions of the partners.  An assessment of financial value will have a different effect on the distribution rules than an assessment of appropriated knowledge would. Our theoretical model addresses the common or joint benefits, which arise from an alliance. At the moment, we do not address issues as private benefits and changes in external conditions of the alliance (Ariño, et al., 1998; Khanna et al., 1998). Finally, alliances are and will be part of future organizational arrangements (Contractor & Lorange, 2002). Hence, a better and dynamic understanding of assessment of alliances is a necessary and fruitful path for future research. With introducing a dynamic value approach towards alliance performance, we belief we have contributed to a much needed comprehensive theory of strategic alliance performance.
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� See Das and Teng (2002) for an overview.


� Given the attention within the literature, our purpose, is to describe briefly each issue rather than to provide an exhaustive overview. 
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