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Abstract: Partner selection has been identified as a crucial stage in the formation of alliances and critical questions have
been raised on the factors that influence different firms during the partner selection process and why a firm will choose one
firm and not the other. A multidisciplinary theoretical perspective has been adopted in this paper in an effort to provide insights
on how partner selection in alliances can be influence not only by contextual factors but also by top management teams. An
integrative perspective is proposed and a conceptual framework suggested showing the link between strategic alliances,
contextual factors and top management teams. In conceptualizing these constructs, it is proposed that macro-environmental
factors and top management teams mediate the relationship between strategic choice and partner selection.
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1. Introduction

In the current business context, a heightened awareness of
the strategic networks in which firms are situated has become
a central, rather than a peripheral theme to understanding
firm strategy and performance [9]. Extant strategic
management literature and empirical studies have indicated
that strategic networks are relevant contingent strategies that
firms of all sizes have adopted to deal with environmental
pressures posed by the 21* century. The study of strategic
networks has also become a useful approach to enhancing
our understanding of the sources of firm heterogeneity [9].

One of the emerging concepts in the study of strategic
networks is the motives for entering into alliances and
partner selection during the process of forming alliances.
Empirical literature has indicated that firms enter into
alliances for different motives [2] and partner selection is a
critical stage that ultimately determines the performance of
the alliance [21]. In the study of firm motives under alliances,
different scholars have used diverse variables or categories to
measure motives for alliance formation resulting to confusion
and lack of consistency in what motivates firms to enter into

alliances [6]. Even though firms in different industries and
markets have different motives for forming alliances,
majority of the studies on strategic alliances have focused on
developed markets creating a gap for studies in developing as
well as emerging markets.

As earlier argued, partner selection in alliance formation is
critical and therefore firms involved in alliance formation
usually base their partner selection on an analysis and
evaluation of the overall strategic fit between the two or more
partners [21]. This analysis and evaluation involves strategic
thinking and decision making by top management in firms
who end up choosing the strategic partner to work with. In
addition, several factors come into play during the selection
process and these influences the strategic choice of a
partner(s). In addition, extant literature and research has
indicated that macro-environmental factors of political,
economic and social context [12] and the characteristics of
the firm, such as size, organizational type, industry and
organizational culture can influence this partner selection
process. Despite the emphasis on the importance of partner
selection among firms, there has been an increase in alliance
failures which can partly be attributed to faulty selection
processes [21]. One missing link in empirical literature is an
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integrated view of partner selection in alliances that
combines the motives for forming alliances, the effects of
contextual factors, and top management teams on partner
selection.

Majority of empirical studies on strategic alliances have
methodological shortcomings especially in their focus on
geographical and/or industry resulting to biases and limiting
generalization and applicability of their findings [6]. In
addition the different organizational challenges experienced
in the management of alliances in different contexts limits the
extent to which current studies can be generalized [18]. This
therefore means that the organizational challenges
experienced in alliances in emerging markets will differ from
those experienced in developed markets as well as the
different types of alliances (domestic firms vs international
firms and domestic vs domestic firms). Based on the above
arguments, the problem that is emerging is probably the lack
of comparable data on partner selection in alliances in
emerging markets of Sub Saharan Africa and the
compounding effect of the factors that influence the partner
selection process.

This paper proposes for an integrated approach to
analysing the partner selection process in firms. The Small
Medium Enterprise (SME) sector is a critical sector in
emerging markets and therefore constitutes a major construct
for this paper. To achieve this objective, a review of relevant
theories and empirical studies is undertaken to advance the
phenomenon of strategic alliances and partner selection.
Secondly, relevant constructs are identified in the subject of
strategic alliances and partner selection and finally, a
theoretical framework is proposed highlighting the
relationship between the identified constructs.

2. Theoretical Review

This paper adopted a multidisciplinary perspective
founded on several theoretical streams. In the context of
emerging markets, the contingency theory has been adopted
as a base for advancing the necessity of networks as
contingent strategies for adapting to environmental
turbulence. The theory argues that the survival of
organizations depends on how well they adapt to their
environments and that organizational structures and strategies
are the contingent actions of how organizations respond to
changes in their environment [1]. In relation to strategic
alliances, the theory presents alliances as new forms of
organizational structure that firms adopt as strategies to cope
with the environmental pressures they encounter.

The Resource Based View (RBV) advances the concept of
competitive advantage by utilizing the firm’s resources which
can either be intangible or tangible. According to the theory,
firms enter into alliances to access resources owned by other
firms in the market or industry and such resources have been
identified as a source of competitive advantage to network
members. The theory also argues that for resources to be
shared within an alliance, the alliance members should inter-
relate through relationships governed by trust.

The transaction theory has argued that a firm’s activities
have a cost implication and that firms strive to reduce these
costs in their activities. The alliance formation process has
been adopted by firms to reduce their cost of doing business,
for example, reduce the cost of research and development,
easy access to knowledge, access to markets and reduce the
cost of capital requirements [24]. The theory assumes that the
risk of opportunism is inherent in many transactions [26] and
in strategic alliances; opportunism is a major pitfall in many
strategic alliances. The theory is used to advance the
argument that top management teams make strategic choices
that have consequences to the firm, in this case, the strategic
partner selection during alliance formation. Secondly, the
theory is used to support the argument that alliances expose
alliance members to certain benefits and pitfall.

The institutional theory has been adopted to further the
argument on the motivating factors for entering into strategic
alliances since the theory emphasizes the influence of the
systems surrounding organizations and advocates for
individual level analysis when studying institutions. This
theory has contributed in strengthening the argument that
incorporating top management teams in the study of partner
selection in alliances can show their contribution to partner
selection how that role impacts on the effectiveness of
alliances in achieving competitive advantage. However, the
theory does not adequately provide for how to undertake
individual analysis in the study of the firm.

Together the theoretical streams complement each other in
advancing the concept of strategic alliances and partner
selection in SMEs. The contingent theory captures the
phenomenon of strategic alliances as a relevant strategy for
SMEs to adapt to environmental pressures while the RBV
and the transaction theory illustrates the motives for entering
into alliances by SMEs and the relevance of strategic alliance
among alliance members. The institution theory and the
cognition theory complement in that the institution theory
argues that for a full understanding of firm behaviour
individual analysis is required but the theory fails to highlight
how to undertake this analysis. This shortfall can be
complemented by the cognition theory which advances
individual analysis from a psychological perspective. In
totality, the theories studied add specific value to advancing
the phenomenon of strategic alliances, in particular motives
for forming alliances, the importance of partner selection
during alliance formation and how decision making by
individuals within the firm impact on the partner selection
process and therefore, should not be used in isolation but in
combination [7].

An analysis of some of the empirical attempts reveals that
firms have multiple motives for enacting alliances and
partners in alliances often have similar or different motives
for entering into alliances [16]. In addition, these motives
differ according to the industry the SME is operating in and
the specific type of alliance to be formed [7]. The empirical
analysis has also shown that financial assets, technological
capabilities, intangible assets and willingness to share
expertise are more important in the selection of alliance
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partners in emerging markets than developed markets.

From the extant empirical review, it is evident that there is
a lack of consistency in researches that look at the motives
for alliance formation as different scholars have used diverse
variables to measure the motives for partner selection. In
addition, partner selection criteria or variable have also
differed in most studies resulting to inconsistency in
relevance and limiting comparison among the studies. [6]
recommends that there is need to adapt already existing
selection criterion as this can help in comparing different
studies and the same author has identified a broad
categorization of selection criteria by distinguishing the
selection criteria based on operational skills (task related
criteria) and resources requirements (partner-related criteria).
[6] Noted that most of the studies on strategic networks
suffer from potentially serious methodological shortcomings
and cites geographical or industrial focus as biases in such
studies which in addition limit the generalization and
applicability of their results. According to [18] organizational
problems are of a different character in the management of
alliances in different contexts (emerging/developed markets,
international/domestic alliances) and therefore this creates
the need to undertake studies in different contexts to enrich
the existing literature and knowledge on the subject.

From the review of the extant empirical literature, the
researchers have raised several suggestions; first there is need
to adopt an integrated perspective when studying partner
selection in alliances among SMEs. This perspective should
highlight the relationship between contextual factors of the
macro-environment in emerging markets and top
management teams in SMEs and how contextual factors
influence partner selection during alliance formation.
Secondly, empirical studies need to establish the relationship
between contextual factors of competition, regulation,
macroeconomic factors and technology in emerging markets
and strategic choice (partner selected) undertaken by top
management teams in SMEs. Thirdly, empirical studies need
to establish the relationship between contextual factors of
political/legal, economic factors of inflation and exchange
rate in emerging markets and the motives for alliance
creation by SMEs operating in these markets. Fourthly,
empirical studies need to establish the mediating effect of
partner selection in the relationship between strategic
alliances and competitive advantage. Lastly, there is need to
establish the moderating effect of top management teams in
the relationship between strategic alliances and partner
selection and partner selection and competitive advantage.

Thus the conceptualization of the construct of strategic
alliance as an aspect of firm strategic behaviour needs
consideration so as to explain the emergent phenomenon
leading to firm competitive advantage.

2.1. Conceptualization of the Construct of Strategic
Alliance

The attempts by strategists to understand the phenomenon
involving strategic alliances has paid attention to the nature
of alliances, the type of alliances and the motives for entering

into alliances. According to [11] strategic alliances are long-
term partnership relationships developed between several
legally and formally independent organizations for purposes
of long-term strategic cooperation. [14] Indicated that
strategic alliances among firms are mainly of two forms: (1)
equity alliances where each partner owns a percentage of the
equity in a venture that the firms have jointly formed for
example joint ventures, and mergers and acquisition (2) non-
equity alliances which are contractual agreements between
two or more firms in which each partner agrees to share some
of its resources or capabilities and examples include;
Research and Development alliances, franchising, licencing,
supplier partnerships, marketing agreements, and joint
production. Strategic networks are characterised by a set of
relationships composed of inter organizational ties that are
enduring and of strategic significance and interdependence
among network members who share resources and
information, technology and access to markets.

Extant literature outlines several motives why firms enter
into strategic alliances and this study adopts the motives as
outlined by [2] to include; (1) transaction-cost motives where
firms aim to reduce the cost of conducting business through
alliances; (2) resource-based motives where firms seek to
access resources that are lacking in their firms from alliance
member(s); (3) strategic motivations which entails formatting
alliances to gain a more competitive position in the industry;
(4) learning objectives where firms are seeking to gain
information or knowledge from the alliance, for example,
learn about a new technology; and (5) motives relating to
reducing the risk of doing business, for example, when firms
are entering into new markets and would like to distribute the
associated risks by forming partnerships with other firms in
the industry. Strategic alliances offer four kinds of benefits
namely; (1) economies of scale and economies of scope; (2)
quick and easy access to knowledge and markets; (3) the
reduction of the capital requirements and the risks involved
in the development of new kinds of products or technologies;
and (4) the possibility of influencing the structure of
competition in the relevant markets [24].

From this point of motives, it is evident that the strategic
process of adopting network or alliance as a corporate
strategy approach calls for strategic thinking and decision
making. Organizations entering into strategic alliances
approach the choice to enter or not to enter into an alliance,
the selection of appropriate partners to cooperate with and
the structure for the alliance as a strategic decision [8]. Since
strategic decisions require a consideration of the external
environment, the external context of the firm entering into an
alliance needs consideration.

2.2. Strategic Alliances Among Small Medium Enterprises
(SMEs)

According to [23], Small Medium Enterprises (SMEs) are
defined as non-subsidiary, independent firms which employ
between 200 and 500 employees. The resulting complexity
and dynamic nature of markets in the context of emerging
markets and globalization has intensified the need for
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businesses to develop the ability to create unique sets of
resources in order to ensure sustainable corporate success.
One of the strategies that can be used to manage this situation
especially for SMEs is to enter into cooperative relationships
or networks [5]. The [23] policy paper recommended that
Governments need to improve SME access to financing,
information infrastructures and international markets through
providing regulatory, legal and financial frameworks
conducive to SME start-up and growth, fostering public-
private partnerships and small-firm networks and clusters.
These are components of the firm’s macro-environment. The
macro-environment is recognized in strategic management
for its role in availing both business opportunities and threats
that strategists should address.

2.3. Macro-environmental Factors

The emerging markets have been -characterized as
challenging for the firm conducting business in them
because; (1) increased uncertainty and risk resulting from
both economic and political shocks, (2) Domestic policies are
becoming more market-oriented and (3) Institutional
arrangements are 'weak' [13]. The compounding effects of
the economic shocks in emerging markets do influence
partner selection decisions since partner selection is
influenced by a firm’s behaviour which is nested, or
embedded in broader macro-environmental factors [12].

3. Proposed Theoretical Framework

This  proposed conceptual framework  provides
propositions to offer alternative approaches to fill the
identified gaps in extant empirical review. The extant
literature reviewed indicated that partner selection in alliance
formation can significantly influence the success of a firm
and that firms in emerging markets possess different
motivations for entering into alliances. Strategic thinking and
decision making were identified as key components in
partner selection and therefore top management plays a
crucial role in making decisions regarding partner selection
and contextual factors greatly influence this decision making
process. The conceptual framework illustrates the interaction
of this variable.

Macro-environment factors
o Political-legal
o Inflation
o Exchange rate

Strategic Alliances Competitive Advantage
. Mo‘m'es for P4 ¢ Increased market
Alliances Pl share
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Figure 1. Proposed Theoretical Model.

Figure 1 above outlines a graphical representation of the
propositions advanced to show the relationship among the
major constructs in the phenomenon of strategic alliance. The
section that follows discusses the relationship between the
phenomenon of strategic alliance and competitive advantage
and how partner selection in alliance formation mediates that
relationship. The constructs of macro-environmental factors
and strategic orientation have been presented as moderators
of the relationship between strategic alliances and the partner
selection process in alliance formation.

3.1. Formation of Strategic Alliances

The numerous environmental shocks experienced in
emerging markets [10], necessitate the formation of alliances
as a contingent strategy among SMEs in this markets. As a
result, these SMEs are in a position to overcome resource
shortages, reduce transaction costs and reduce information
search costs [19]. Extant theoretical literature reviewed
indicated that inter-organizational relationship is a major
characteristic in networks [9]. The Resource Based View of
the firm argues that the resources embedded in networks are
accessible to network members and this can be a source of
competitive advantage. Thus,

Proposition 1: the firms that acquire valuable resources
through strategic alliance will in turn gain competitive
advantage

3.2. Strategic Alliance and Partner Selection

The partner selection process has been identified as
challenging as a result of difficulty in obtaining information
regarding the competencies and needs of potential network
partners and the scarcity of information about the reliability
of the potential partners [8]. In addition, firms in emerging
markets are faced with the challenges of lacking a well-

defined property rights that convey exclusivity,
transferability, and quality of title [4] and weak institutional
arrangements that result to high transaction costs,

information asymmetries [20] and high costs for searching
for information [25]. These challenges have been aligned
with the emergence of opportunistic behaviour among
alliance partners which can in turn cause poor performance
of the alliance [21]. One of the preventive mechanisms of
minimizing opportunistic behaviour in alliance is through
embracing a governance structure that incorporates
contractual agreements [19]. Faced by the challenges of
emerging markets, SMEs will have different motives for
entering into alliances including; transaction-cost motives,
resource-based motives strategic motives, learning objectives
and motives relating to risk reduction [2].

In theory, there are two basic forms of strategic alliances,
that is, equity alliances and non-equity alliances [3]. Equity
alliances have been defined as alliances where both partners
have equity or capital contribution into the venture and
examples can include joint venture, merger and acquisition.
On the other hand, non-equity alliances are contractual
agreements between two or more firms in which each partner
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agrees to share some of its resources or capabilities [14]. A
study by [7] found that a combination of firm, environmental
and partner-related motives stimulate SMEs to opt for a
specific type of strategic alliance and suggested the need to
assess where motives will differ for alliance types in which
equity alliances are formed versus non-equity alliances.
Therefore:

Proposition 2: The firm motive and type of alliance sought
will determine the selection of the strategic partner with
whom to enter into alliance.

3.3. Partner Selection and Competitive Advantage

The alliance partner selection stage in alliance formation
involves the choice of a partner or group of partners with
which a firm seeks to realize its objectives. According to [6]
the choice of a particular partner is an important variable
influencing alliance performances, the mix of skills and
resources which will be available to the alliance and the
ability to achieve its strategic objectives and behaviour of the
network partners [21]. This paper adopts [6] partner selection
criteria in alliances which distinguishes partner selection into
two broad categories of task-related criteria and partner-
related criteria. Task-related criteria refer to those variables
which are closely related to the success of the venture and
include variables such as patents and technical knowhow,
financial resources, skilled and experienced management and
access to markets. On the other hand partner-related criteria
refers to those variable that are important when forming
alliances with several partners and such variable include
corporate culture, compatibility of trust between management
teams and the partner’s size.

Proposition 3: The strength of the relationship between
strategic alliances and competitive advantage will to a great
extent depend on the strategic partner selection process by a

firm.

3.4. Macro Environmental Factors

The macroeconomic environment in emerging markets has
been characterised as dynamic and complex thus exposing
the firm in these markets to strong environmental pressures
for change since this exposes strategic alliances to
organizational problems [18]. These environmental pressures
in turn influence the overall performance of strategic
alliances in achieving competitive advantage. Therefore:

Proposition 4: The state of macro environmental factors in
emerging markets moderate the relationship between
strategic alliances and competitive advantage.

3.5. Top Management Teams, Partner Selection and
Competitive Advantage

According to [22], one of the subjective representations
used by top management in decision making with regard to
the external environment is attention and focus which has
been defined as, “the degree to which top managers'
subjective representations of their external environment are
dominated by concepts related to one (or more) domain over

others subjective representations that top managers develop
about their environment” [22]. This paper adopts [22]
argument that external variables of competition, regulations,
macroeconomic  factors and technology affect top
management’s attention and focus during decision making.
The same author argues that focusing on specific
environmental event increases the likelihood of including
such events in a firm’s strategic agenda and will ultimately
influence strategic choice.

Strategic alliances pose some risks of opportunistic
behaviour from network partners or network members’ [17].
After the implementation of strategic alliances as strategic
choices, top management teams are involved in monitoring,
evaluation and control of the implementation process of
strategy [15]. This monitoring, evaluation and control entails
amending any deviations from the intent objectives of
choosing the strategy at hand. In cases of strategic alliances,
opportunistic behaviours might not be identifiable at the
partner selection stage which therefore necessitates the need
to evaluate and control the strategic alliances at the alliance
management stage. In situations where top management
teams identify symptoms of opportunistic behaviour, the
necessary corrective action should be undertaken since this
can negatively impact on the effectiveness of strategic
alliances in directing the firms towards competitive
advantage.

Since the partner selection process is identified is a
strategic choice, it can be concluded that partner selection
will be affected by external variable of competition,
regulation, macro-economic and technology as these
variables have a significant influence on top management
attention and focus during strategic thinking and decision
making. It can also be concluded that top management teams
have the responsibility to evaluate and control strategic
alliances to main their effectiveness at gaining competitive
advantage. Therefore since Top management teams in SMEs
will consider contextual factors of competition, regulation,
macro-economic and technology when selecting potential
alliance partner(s), it is proposed that:

Proposition 5: The SME TMT Decision making will
moderate the relationship between strategic alliance option
and the partner selection process

Given that the Top management teams in SMEs will
consider opportunism in alliance management to assess
effectiveness of the alliance in achieving their strategic goals,
such a move will influence the firms overall performance.
Thus,

Proposition 6: The SME TMT strategic response will
moderate the relationship between partner selection process
and competitive advantage

4. Conclusion

The purpose of this theoretical paper was to review both
extant theoretical and empirical literature, identify existing
gaps in the phenomenon of partner selection in strategic
alliances and finally suggest a theoretical framework
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providing propositions for filling up the identified gaps. The
theoretical paper is anchored in the concept of strategic
alliances and a critical review of the process of partner
selection was undertaken with a special focus on Small
Medium Enterprises (SMEs). Extant literature reviewed has
identified the alliance formation process as constituting of
specific stages and the partner selection stage has been
recognized as a key determinant to the overall performance
of the alliance and achievement of competitive advantage as
well. The undertaken review of extant empirical literature
indicated that the integration of contextual factors and top
management teams are a missing link in studying the partner
selection especially for SMEs in emerging markets. This
paper adopted a multidisciplinary based approach to propose
an integrated theoretical model for explaining the partner
selection process in strategic alliance process to attain
competitive advantage.

While this paper contributes to the literature on partner
selection in a number of ways, it also makes suggestions for
future research. First, the paper identifies the weaknesses in
existing empirical literature and provides an integrated
perspective of enhancing the current understanding of the
phenomenon of strategic alliances particularly the process of
partner selection in SMEs and secondly the paper contributes
by providing propositions on how to enrich existing literature
in the concept of strategic alliances especially in emerging
markets. Thirdly, the paper pin points a possible direction for
further research in the area of strategic alliances that strategic
management scholars can consider and the researchers
believe this will contribute towards harmonizing the existing
discrepancies in the study of strategic alliances. In view of
these identified weaknesses, the paper suggests that future
research embrace these integrated theoretical model to guide
empirical work in less studied context for SMEs as those of
developing and emerging markets. Future research can also
focus on multi-industry firms to provide an in depth
understanding of strategic alliances across diverse industries
and allow comparisons among these industries.
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