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CHAPTER |

INTRODUCTION

Brand names are often considered one of the nabsalvle assets a firm can own
(e.qg., Aaker 1992; Rao and Ruekert 1994; Davis 2B@#er and Lehmann 2003). A
recent survey of top executives found that 85 pgrcecompanies consider brands to be
one of their most valuable assets (Abrahams andds2002). The value of brand
names is reaching record levels, for example Cama;&he most valuable brand name in
the world, has an estimated worth of $68 billiorm¢i3 2002). With this in mind, it is not
surprising that practitioners and academics inangasrecognize that building,
managing, and maintaining brand names is esséotikdng-term business success (e.g.,
Aaker 1990; Shocker, Srivastava, and Ruekert 1R8dk and Smith 2001; Davis 2002;
Keller 2003).

At the same time, practitioners and academics@elatge that brand names are
not built overnight; they are difficult and experesto develop and maintain (Aaker and
Keller 1990; Davis 2002; Aaker 2004). In todayishulent business environment,
marketplace changes are challenging many firms segpect to the building and
management of brands. Some of these changehanmapgid increase in the cost of
introducing new brands, the high failure rates@improducts, the rapid evolution in
consumer needs, and the rise in competitive preg¢8imocker, Srivastava, and Ruekert

1994; Berthon, Hulbert, and Pitt 1999; Aaker andchamsthaler 2000; Keller 2003a).



Indeed, the cost of introducing a new brand has lesémated at $100 million with a 50
percent probability of failure (Ourusoof 1993; Cfamd 1993).

Within this reality, a firm’s motivation to leveragexisting brand names is rapidly
growing (Tauber 1981; Aaker and Keller 1990; Rad Ruekert 1994; Keller 2003b).
Keller (2003b) argues that marketplace challengeseffirms to link their brands with
other entities (i.e., people, places, or other #lsaim an attempt to build and leverage
their brand equity in a way that might be difficaftd expensive to achieve standing
alone. Firms use a range of such “brand leverdgitngtegies, to capitalize on the equity
of established brand names (Tauber 1981, 1988;rAmicKeller 1990; Lane 2000).
One approach is line extensions, whereby firmslse own existing brand names to
enter a new market segment in the same produadagter product class (e.g., Pantene
baby shampoo). Another approach is brand extesswinereby firms use their existing
brand names to enter a totally different produtégary (e.g., Starbuck’s ice cream or
Nike sportswear).

Another rapidly growing brand leveraging strategypiand alliances (Rao and
Ruekert 1994; Simonin and Ruth 1998, Kippenber@®02 A brand alliance allows
firms to leverage their own brands by providingnth&ccess to other firms’ brands (Rao
and Ruekert 1994; Simonin and Ruth 1998). Knuas$exh. (1997) stated that alliances
between brands are increasing by 60% each yeanor& recent study reveals that the
number of co-branded products launched in the drétates alone has been increasing
20% every year for the past two decades (Ernst)208&en the increasing popularity of
brand alliances, it is not surprising that the braliance phenomenon has attracted

increasing attention from marketing scholars ofrerlast decade. However, a review of



the brand alliance research shows that much ohttesition has been given to the
consumer side investigation of brand alliancesthis study, | argue that the lack of a
firm side investigation of this phenomenon is adamental limitation in the extant brand
alliance literature. This study provides a firtgtpstoward overcoming this limitation.
More specifically, this study will contribute toehbrand alliance literature by
developing a conceptual framework of brand alligiocenation. This framework
postulates that brand alliance formation is infeeshby internal forces at the individual-
level, the firm-level, and the brand-level as veslexternal environmental antecedents.
In addition, the framework includes potential partrelated antecedents as context
specific forces that influence brand alliance fatiora Another major contribution of
this study is to empirically test a subset of fhegsnework focused on firm-level alliance
capabilities (i.e., alliance competence) and biand! attributes (i.e., product quality) as
antecedents of firm’s propensity to brand ally.isTik the first study that conceptually
proposes and empirically tests brand-level antedsdsd the firm’s propensity to brand
ally. In addition, this study attempts to empiligdest the moderating effects of firm
level motivational factors (e.g., market entry/peaggon) and managerial attitudes (e.g.,
attitude toward brand alliances) on the propostdioaships. In the rest of this chapter |
briefly define brand alliances. After that, | gtéhe purpose of my study, present a brief
look at the proposed framework, and then discusshthoretical and practical
significance of this study. | close this chaptéhva presentation of the content of the

rest of this dissertation.



Brand Alliances

Brand alliances are cooperative marketing actwiitiewolving short-term or long-
term combinations of two or more individual brarfiBsio and Reukert 1994; Simonin
and Ruth 1998). A brand alliance can be repredepttgsically by using multiple brands
on the same product (e.g., IBM and Intel; Diet Cakd NutraSweet; Apple and
Motorola) or symbolically by associating brand nairegos, or other proprietary assets
of the brand in marketing communication effortsrRad Ruekert 1994; Rao, Qu, and
Ruekert 1999). Prior research on brand allianesssignificantly increased our
understanding of how consumers react to branchakis and identified a host of
variables that influence the effectiveness of saltiances. More specifically, prior
research investigated whether consumer evaluafidredorand alliance and the
participating brands is positively effected, andatvbrand alliance characteristics as well
as consumer characteristics might moderate thestefRao and Ruekert 1994; Park,
June, and Shocker 1996; Simonin and Ruth 1998; Qapand Ruekert 1999; Voss and
Tansuhaj 1999; Desai and Keller 2002; Voss and Gaim2004; Gammoh, Voss, and
Chakraborty 2006).

Brand alliance research has also identified a tioisenefits participating firms
can gain from engaging in brand alliances. A brallidnce allows the partner firms to
augment and strengthen the current set of assmtsdinked to their brands (e.g., overall
guality, image, awareness, particular attributém)s providing them with an effective
and efficient way of differentiating and positiogitheir brands and securing competitive

advantage in the market place (Park et al. 199&;avfitiy and Norris 1999).



Despite these potential benefits, brand alliancexamplex, not free from risk,
and might negatively influence participating brafsrris 1992; Rao and Ruekert 1994;
Simonin and Ruth 1998). A poorly orchestrated traliance may confuse consumers
and erode valuable brand equity. Since a braraha# involves the pooling of partner
brands, if problems arise the brand equity for lpattticipating brands may suffer (Norris
1992; Rao and Reukert 1994; Park et al 1996).dtltian, entering into a brand alliance
is not without a direct cost related to the forrmatand maintaining of the relationship
between the partners and is likely to lead to rednadn the direct control held by the
firm over its brand assets.

As a result, brand alliance researchers call fandito take extreme care in
forming brand alliances and to give careful consitlen to the potential risks of
engaging in brand alliances (Norris 1992; Rao andkert 1994; Park et al. 1996). Yet,
it is still widely recognized that our knowledgefoms’ brand alliance behavior is
limited (Rao and Ruekert 1994; Simonin and Ruth81$®0, Qu, and Ruekert 1999).
Extant research has examined brand alliance phemmelusively from the consumer’s
perspective. It would appear that while scholagehconcentrated on understanding
consumers’ reactions to brand alliances, the fitoelsavior with respect to brand
alliances was neglected. Our limited knowledgéraf’s brand alliance behavior and the
dynamics of managerial decisions with respect &amthralliances may be leading to

inappropriate alliances (Rao and Ruekert 1994; Pagk 1996).



Purpose of the Study

In light of the lack of research attention giverbtand alliances from the
firm’s perspective and the potential adverse comsecges of engaging in poorly
orchestrated brand alliances, managerial reseavestigating brand alliances is
warranted. The focus of this dissertation, theesfs to provide a first step in addressing
this gap through investigating the brand alliankerppmenon from the firm perspective.
The intent is to built upon the understanding ofstomer reactions to brand alliances to
an appreciation for brand alliance formation, mamagnt, and performance outcomes. |
argue that too little attention has been giverh&ofirm side of brand alliances; | believe
that little is known about why and how firms engagérand alliance strategies. Table 1
summarizes the shift in research focus taken bylisgertation and gives an example of

the several interesting research questions spénkéuis shift.

TABLE 1
A SHIFT IN FOCUS OF THE STUDY OF BRAND ALLIANCES
Where we have been Where we need to go
General Understanding the effectiveness of brand Understanding firm brand alliance behavior.
concerns alliances with respect to consumers
Major topics Spillover effects, type of brand allias, Firm internal and external antecedents of

consumer characteristics that influence their  brand alliance formation, Brand ally selection
interpretation of brand alliances, multiple brandcriteria, firm level performance outcomes of

alliances, the integration of associations brand alliances, management of brand
provided by partner brands alliances.
lllustrative What is the definition of a brand alliance? What are the antecedents of brand alliance
research What are the different forms of brand alliances%ormation?
guestions How do consumers evaluate brand alliances? What characteristics do brands exhibit that
What consumer characteristics influence engage in brand alliances?
evaluations of brand alliances? How do brand alliances impact partner firms’

What is the influence of multiple brand allies? brands and overall performance?
How does brand alliance management
influence its potential outcomes?




Research on brand alliances from a firm perspedtas been overlooked, and
thus, many avenues remain to be explored. Suctaaagerial issues having to do with
the decision making processes that accompany laldadces formation. There also
exist specific issues concerning the criteria farcessful partner selection in brand
alliances. There are firm level issues relatethéoimpact of brand alliance formation on
involved brands as well as overall partner firmstfprmance. Finally, there are other
issues having to do with the external industry emdronment forces that influence the
formation and success of brand alliances. Howewisrpbvious that no single study can
address all of these concerns regarding brandedliformation, management, and
performance outcomes.

In research fields that involve the study of idten relationships it is common to
first focus on relationship formation considerasidrefore further investigation into the
management and performance outcomes of such redatjms (Gulati 1995; Varadarajan
and Cunningham 1995). Consistent with this traditit seems essential at this point in
the development of the brand alliance researct feemphasize the antecedents of
brand alliances formation, rather than on, managewreperformance outcomes. It
seems logical that improving strategic decision®living brand alliances requires a
better understanding of its antecedents and iglarpnary step before more
investigations into the management and the linkvbeh brand alliances strategies and
performance. In addition, a focus on brand alkafezmation is required for firms to

fully utilize the advantages provided by brandaaites.



As Rao and Reukert (1994) put it,

“Clearly the managerial questions involved in brafichnces are not trivial.

Such decisions often tend to have long-term coresezps and should not be

entered lightly, without adequate analysis or thdtigPage 96)

A critical strategic decision such as participatiom brand alliance does not occur
in a vacuum. Firm behavior is influenced by indival (e.g., experience and attitude),
organizational (e.g., size, strategic intent, aagburce position), and environmental (e.g.,
competitive intensity, technological turbulenced @@mand uncertainty) context that
shape action (Frazier 1983; Achrol, Scheer, anth3i890; Varadarajan and
Cunningham 1995; Gulati 1993, 1998; EisenhardtSeitbonhoven 1996; Das and Teng
2000).

My goal is to provide insights into the antecedeitsrand alliance formation.
Thus, the main objectives of this dissertation éi¥to identify and develop a conceptual
framework of the antecedents of brand alliance &iom; and (2) to empirically examine
a subset of this framework focused on individuaklefirm-level, and brand-level
antecedents and moderators of firm’s propensityand ally. Toward this end, | bring
insight from related literature (i.e., strategikaaices research in the marketing and
management disciplines) and integrate it with comsuside brand alliance research.
Given the lack of research that empirically exardioe conceptually investigated brand
alliances from the firm perspective, this work preenconsiderable contributions to
brand alliance literature and practice.

Firm’s propensity to participate in brand alliancethe dependent variable
empirically examined in this study. Formally, [ficke firm propensity to brand ally as

the likelihood that the firm will engage a brandirand alliances in the near future. |



view this construct as an intentions constructatTs, it represents management’s
intention to engage in a brand alliance in thedeeable future. As with any other form
of inter-firm cooperation there are leaders angdads, differing in their propensity to
enter into brand alliances, therefore, its reaslent@opresume that considerable diversity
exist among firms regarding their propensity toaggin brand alliances (Day 1995;
Varadarajan and Cunningham 1995; Rao and Ruek®#)19%or example, Smuckers is
engaged in several brand alliances (with BracHlg Beans and Kellogg's Pop-Tarts)

while other firms engage in fewer or no brand allies.

Proposed Model

Several factors may impact the formation of irdeganizational relationships.
For example, Frazier (1983) argues that persongdnizational, and macroenviromental
factors can influence inter-organizational relasioip formation. Varadarajan (1986), in
his investigation of marketing strategic alliancagued that the appropriateness of using
a particular cooperative sales promotion is likelype contingent upon a number of
company, competitive, and environmental relatetbfac Varadarajan and Cunningham
(1995), in their conceptual framework for strategfiance research, grouped the drivers
of strategic alliances formation into three broatkgories— firm, industry, and
environmental characteristics. An important issueonceptualizing brand alliance
formation is the selection of factors that addmesssible antecedents at different levels
inside and outside the firm. Antecedent factoed tiave been associated with alliance
formation might be grouped in different ways. \Gaeajan and Jayachandran (1999) in

their assessment of the state of marketing strgtemyided a framework in which a



marketing strategy (i.e., brand strategy, markegilignce strategy) is a function of the
general environment, the industry environment, thedirm environment and resources.
For the purpose of this dissertation and consistéhtstrategic alliances literature in the
management and the marketing disciplines reviewedd next chapter, | propose that
the antecedents of brand alliance formation caprbadly grouped into the following
five sets of antecedents: (1) individual-level (epgevious alliance experience); (2) firm-
level (e.g., alliance formation competence); (Frak-level (e.g., brand product quality);
(4) partner-related antecedents (e.g., organizatiompatibility); and (5) external

environment antecedents (e.g., environmental usiogy) — see Figure 1-A.

INTERNAL ENVIROMENT

Individual-Level
*Previous alliance experience
eAttitudes toward alliances
«Commitment to alliances

Brand Alliance
Formation

=Propensity to brand ally|
=Assessment of brand
alliance opportunities.
=Extent of brand alliance
cooperation.

Firm-Level
Alliance experience
«Alliance formation competence

Brand-Level
*Brand product quality

Partner-Related

EXTERNAL ENVIROMENT

*Overall organizational
compatibility

*Brand compatibility
*Brand complementarity
Direct prior experience

*Environmental Dynamism
*Environmental Uncertainty

Figure 1-A

A Framework of Brand Alliance Formation

10



In the empirical section, | generate hypotheses fsubset of this framework
focusing on alliance formation competence and prbduality as antecedents of the
firm’s propensity to brand ally. Consistent wittetstrategic alliance literature, | suggest
that the firm’s experience in alliances, which l @liance experience, is an antecedent
of alliance competence. | investigate potentiatlerators including the valence of
experience, the firm’s motivations to brand allggdananager’s attitude toward brand
alliances. These hypotheses are empirically tesigdrigorous research methods on a
national sample of brand managers and senior magkexecutives (see Figure 1-B). In

the next section, | discuss the significance ofresearch endeavor.

Attitude toward

Brand Alliances

Valence of

Experience

Propensity
A 4 to

Brand Ally

Alliance
Experience

Alliance
Competence

Product
Quality

Motivational Factors:

*Market Entry/Penetration
«Efficiency
*Competitive Pressure

Figure 1-B

Antecedents of Propensity to Brand Ally
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Significance of the Study

In recent years a number of both theoretical angiigral studies have addressed
the phenomena of brand alliances (e.g., Rao andeRuE994; Simonin and Ruth 1998;
Rao, Qu and Ruekert 1999; Desai and Keller 2082)| mentioned earlier the focus of
these studies typically has been on the effects®oné&brand alliances from a consumer
perspective. While the findings from this priosearch have improved our
understanding of the potential benefits of bratidrades on consumer evaluations of
products and brands, little attention has beenngieéhe firm’s behavior with respect to
brand alliances.

The study of brand alliances phenomena from a fienspective is very important
and seems to be the next logical step in the dpuetat of brand alliances research.
First, signaling theory holds that a signal (a dralliance in this case) is a deliberate
action by the firm to communicate some informatiorwonsumers (Spence 1974;
Wernerfelt 1988). According to Spence 1974, sigmaé activities or attributes of a firm
that alter the beliefs or convey information toestimarket actors. Given that a large part
of extant brand alliance research applies a siggalieory perspective to explain the
effectiveness of brand alliances with respect ttsomers (Rao and Ruekert 1994; Rao,
Qu, and Ruekert 1999; Voss and Gammoh 2004), mhséegical to investigate the other
side of the signaling phenomenon.

Second, brand alliances involve the leveragingnef of the most important assets
of the firm— a brand name (Aaker 1992; Keller 2003a). Howether firm’s decision to
engage in brand alliances is not without its coxipiess and potential negative outcomes

(Rao and Ruekert 1994; Park, Jun, and Shocker X8@&nin and Ruth 1998).
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Abrahams and Granof (2002) argue that brand alisegpose companies to the risk that
one partner’s performance may fail to meet custshexpectations, thus damaging the
brands of the other alliance members. In othedgjogven though the literature warns
against the potential negative outcomes of engagibgand alliances, thus illustrating
the importance of understanding firm brand alliabekavior; published research has not
investigated this issue. Therefore, we can relagftonclusion that the current literature
on brand alliances suffers from a significant stamring— it is incomplete by the fact
that it offers a one sided investigation of thenldralliance phenomenon.

It is reasonable to believe that furthering ourensthnding of the firm behavior
with respect to brand alliances would be a sigaiftaccontribution to the body of
knowledge in brand alliances. There is a neediilol lon the current brand alliance
research and utilize other existing relevant litemes to enhance our understanding of
this phenomenon from the firm perspective. In thssertation | address this need.

More specifically, | integrate relevant theoriesl axisting literatures in conceptualizing
a framework for the antecedents of brand allianceétion. | also make a major effort
to empirically test parts of this framework witlgorous research methods. This study
offers both theoretical and practical significandée theoretical significance is explored

first.

Theoretical Significance

First, this study derives its theoretical significa from combining several theories
found in the literature to develop a conceptual eh@d the antecedents of firm’s brand

alliance formation (e.g., resource based theorysagmhling theory). This study is the
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first to investigate brand alliances from the fiperspective and, thus, is a necessary first
step and expects to spur research on brand alian@new direction.

Second, as | mentioned earlier my model partiadiynees from signaling theory.
Thus, it not only provides a view of brand allias@ntecedents, but also expands the
application of signaling theory in brand allianese&arch to include the study of the
signal sender rather than just the signal receilreaddition, my study contributes to
signaling theory by providing an opportunity tottasthe firm level some of the
consumer-side propositions from the brand alliditeeature.

Third, applying different perspectives from relateeratures to the study of brand
alliances (i.e., strategic alliance formation ie thanagement and marketing disciplines),
contributes to these literatures by providing & téshe generalizability of these
perspectives within a different context. In aduhtithis research goes beyond simple
internal brand alliance formation antecedents, (nelividual-level and firm-level)
explanation for brand alliance formation by payaglicit attention to the role that
brand-level antecedents (i.e., brand product gygliay in firm’s propensity to brand
ally. Lastly, the developed brand alliance formatiramework recognizes the influence
that partner-related and external environmentaaattents have on firm’s brand alliance

formation.

Practical Significance

From a managerial perspective, because of theasitrg popularity of brand
alliances activity, it is essential for managemnterttave more knowledge about brand

alliances. In addition, brand alliances are nahout complexities and potential negative
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effects. Managerial decisions with respect to Bralliances are not trivial and should
therefore not be entered into lightly without adatguanalysis or thought (Rao and
Ruekert 1994). The findings of this study arentérest for marketing and brand
managers, as brand alliances are an importaneégyré&br brand leveraging and growth.
This study provides managers with useful insigbtdlie formation of brand alliances.

In addition, this study, in its attempt to captaexeral antecedents’ forces that
influence firms’ propensity to form brand allianceffers managers opportunities to
extend their practical understanding of the antentifor brand alliances formation.
The framework in this study, which includes thduehce of brand-level characteristics
on the firm propensity to ally, should provide mgeis with an enhanced understanding
of their brands for a better and more effectivendralliance formation.

In summary, this study examines the antecedergsopiensity to brand ally
thereby addressing some key questions left uneagbloy previous research. This study

also has practical relevance with respect to dassinvolving brand alliances.

Organization of the Dissertation

This dissertation is organized into six chaptérrke first chapter briefly defines
brand alliances, introduces the dissertation stadgt,reviews its purpose as well as
theoretical and practical significance. Chaptendludes a review of relevant strategic
alliances literature in the management and margetisciplines. In addition this chapter
provides a detailed review of the brand allianterditure demonstrating that a consumer
perspective has dominated brand alliance reseablapter Il starts with a discussion of

some of the potential avenues for research into irand alliance behavior. This
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chapter argues that the logical first-step in itigasing firm brand alliance behavior is to
focus on the antecedents of firms’ brand alliarwenfition. The next sections presents a
framework of brand alliance formation and genetastable hypotheses for a subset of
this framework focused on individual-level, firmvid, and brand-level antecedents of
firm’s propensity to brand ally with firm’s motiviahal factors to engage in brand
alliances and managers attitude toward brand atsias potential moderators. The
framework and generated hypotheses have as theid&bion the literature and theories
reviewed in Chapter Il. Next, Chapter IV presahtsresearch methodology including
descriptions of the sample, the measures, and ¢tieatts used for analyzing the data.
Chapter V presents the research analysis and §adiRinally, Chapter VI provides a
discussion of the results and presents the stugbyretical and practical implications. A

summary of limitations and directions for futureearch are also included in Chapter VI.
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CHAPTER I

LITERATURE REVIEW

Chapter I briefly presented a conceptual framevadibrand alliance formation.
This framework postulates that internal forces sagimdividual-level, firm-level, and
brand-level antecedents as well as external envieon forces influence firm’s formation
of brand alliances. In addition, this model in&@agotential partner-related antecedents
as a context specific forces that might influeno@’s brand alliance formation. This
chapter reviews relevant literatures and lays dhiadation on which the proposed
framework and study hypotheses are based.

This review is organized into two sections. In fingt section relevant research in
strategic alliances in both the management andetiagkliterature is reviewed. This
dissertation integrates parts of these fields withsumer side brand alliance research in
developing a conceptual framework for the antecedeinbrand alliances formation
introduced in detalil in the next chapter. The secgection defines brand alliances,
describe the various forms of brand allian@e®] discuss the main benefits of brand
alliances mentioned in the literatur€&his will be followed by a thorough review of the
research to date in brand alliances demonstratiaiget consumer perspective dominates
this literature and identifying the research gagd tieeds to be addressed, that is, the need
to research this phenomenon from the firm perspe¢see Figure 2 for the organization

of this Literature Review).
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Strategic Brand
Alliances Alliances

/

Consumer
Perspective

Figure 2

Organization of The Literature Review

Relevant Research Literatures

In an effort to develop a conceptual frameworktfa antecedents of brand
alliance formation, this section reviews literatue&ated to that task. More specifically,
the next sub-sections briefly review strategicaalties research in the management and

marketing literature. The goal is to highlight théerent groups of antecedents of

strategic alliance formation found in the literatur

At this point, the purpose of the following sulzens is not to derive hypotheses
related to specific antecedents of brand allianceation, rather the focus is on
presenting related research streams that serve @a®hceptual foundation for the

proposed framework. In the next chapter, litetm strategic alliance formation and

18



brand alliances is integrated to develop a framkwbbrand alliance formation. In
addition, whenever appropriate, individual studié be utilized to support specific

hypothesized relationships.

Strateqgic Alliances

Over the last decades strategic alliances haveasuorgly captured the interest of
both practitioners as well as academic researchéhe management and marketing
disciplines (e.g., Van De Ven 1976; Oliver 199043y 1993, 1998; Achrol, Scheer, and
Stern 1990; Spekman and Sawhney 1990; Bucklin ang&ta 1993; Varadarajan and
Cunningham 1995). This increased interest is mhgh#e to the continuous proliferation
of the number of strategic alliances instigated agnfirms. Parkhe (1993) defined
strategic alliances as, “Relatively enduring irfiert cooperative arrangements,
involving flows and linkages that use resourced@ngovernance structures from
autonomous organizations, for the joint accomplishtof individual goals linked to the
corporate mission of each sponsoring firm” (p. 794dong the same lines, Varadarajan
and Cunningham (1995) defined marketing strateljanaes as inter-firm relationships
that involve the pooling of skills and resourceslig alliance partners in an attempt to
achieve one or more goals linked to their stratebjectives.

A review of the extensive research in this areh@management and marketing
literature revealed that firms engage in inter-frgtationships through multiple forms of
cooperative arrangements and alliances. For exgraplariety of forms of inter-firm
cooperation that vary in the degree of scope, ceriyl and duration fall within the

domain of marketing strategic alliances (Day 198&:adarajan and Cunningham 1995;
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Spekman and Sawhney 1990). These forms includarbutot limited to joint R & D
efforts, co-distribution, and co-promotion. Howe\al forms of alliances are in general
motivated by the participating firms’ desire to este some benefits, the need to obtain
the resources they lack, and /or to leverage thaurees they already own (Van De Ven
1976; Pfeffer and Salancik 1978; Wernerfelt 198dhml, Scheer, and Stern 1990;
Spekman and Sawhney 1990; Varadarajan and CunmmB85). Varadarajan and
Cunningham (1995) list a broad array of resourcelskills that cooperating firms could
pool in strategic alliances (e.g., marketing skits& D skills, patents, and/or brand
names). For example, new product alliances invoblaboration between two or more
firms to jointly acquire and utilize information dknow-how related to the research and
development of new products (Rindfleisch and Moor®@01).

As another form of inter-firm strategic/marketiogoperation, a brand allianee
the focus of this dissertatien involves the pooling of partners brand names in an
attempt to achieve one or more goals linked ta @teategic objectives (Rao and Ruekert
1994; Simonin and Ruth 1998). A brand allianceld e seen as a strategic alliance at
the brand level. As such, it is useful for thisdst to investigate the existing stream of
research on other forms of strategic alliancess firaviding a backdrop for my
investigation of brand alliances the youngest and the least researched of themt all,

least from a firm perspective.

Antecedents of Strategic Alliance Formation

The strategic alliances literature includes a nemnab research streams dealing

with a variety of issues related to strategic alties. Those research streams investigated
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issues relating to the formation of strategic albes, the choice of governance structures,
the management of strategic alliances, and thempeance outcomes of strategic
alliances. One stream of the strategic alliarteedture has been focused on strategic
alliances formation (e.g., Kogut 1988; Oliver 19SBuylati, 1993, 1998; Eisenhardt and
Schoonhoven 1996; Das and Teng 2000). A key fottlsis stream revolved around
antecedent factors influencing the formation dcdtstgic alliances. This focus parallels
my query in this study. As there has been no pasearch investigating firms’ brand
alliance formation, this dissertation draws frora literature on strategic alliance
formation in the management and marketing disagslinin what follows | present some
of the research that focused on investigating dnméation of different forms of strategic
alliances.

To begin with, various theories have been appleaddress the antecedents of
strategic alliance formation and the decision fifra to enter into inter-firm cooperation.
These theories include transaction cost economassurce dependency theory, resource-
based view, strategic behavior theory, and sogich@nge theory. Each theory views the
motives, and thus the antecedent factors, of fagralhances from a different
perspective. However, all of these theories tagigbinovide a more comprehensive
picture of the underlying antecedents of stratafliances formation, thus enhancing our
overall understanding of this phenomenon. Talpeo®ides the basic rationale for
alliance formation as viewed by the main theorggliad in investigating strategic
alliance formation. For further discussion of #éiseories in the management alliance
literature see (Kogut 1988; Gulati 1998; Das andgr2000) and (Heide 1994;

Varadarajan and Cunningham 1995) in the marketiranee literature.
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TABLE 2

THEORIES APPLIED TO THE STUDY OF
STRATEGIC ALLIANCES FORMATION

THEORY Author(s) RATIONAL FOR ALLIANCE FORMATION
Transaction Cost Williamson 1975, 198t The choice of one governance structure over anigher
Economics primarily driven by the principle of minimizing

transaction costs.
Resource Pfeffer & Salancik Inter-firm alliances are a strategic response to
Dependency Theory 1978; environmental uncertainty and resource dependencies
Resource -Based Barney 1991; Firm resources are both heterogeneous and implgrfect
View Wernerfelt 1984 mobile. Firms use alliances as one way to effelgtive

Strategic Behavior
Theory

Learning Theory

Social Network
Theory

Porter 1980,1985;
Kogut 1988

Kogut 1988; Hamel
1991; Simonin 1991;
Inkpen 1992;

Laurmann,
Galaskiewicz, and
Marsden 1978; 1981

deploy and share resources for better value.

The rational for alliances is to improve a firmsrpetitive
position for profit maximization.

Inter-partner learning is the primary goal of alias.

The embeddedness of firms in social networks pevid
both opportunities and constraints that influersrt
behavior related to alliances formation.

A careful review of this area demonstrates thatious research had identified a
number of key antecedents of alliance formationragrfoms. Consistent with schemas
found in the literature (e.g., Varadarajan 198@&vens, Ship, and Cravens 1994;
Varadarajan and Cunningham 1995) those antecedamise broadly grouped into three
categories— internal, partner-related, and external antecadenthat influence alliance

formation (see Figure 3).
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INTERNAL ENVIROMENT

Individual-Level Strategic Alliances
*Previous alliance experience Formation
*Managers perceptions
«Attitudes toward alliances

*Propensity to ally
*Assessment of alliance
opportunities

Flrm_—_LeveI «Rate of alliances
*Resource position formation
«Alliance formation competence 7'y > «Extent of inter-firm

*Previous experience in alliances cooperation.

Partner-Related

*Overall organizational
compatibility EXTERNAL ENVIROMENT
*Resource complementarity
«Direct prior experience

*Environmental Dynamism
*Market turbulence
*Technological turbulence

*Environmental Uncertainty
*Competitive uncertainty
*Demand Uncertainty

Figure 3

An Organizing Framework for Summarizing the Literat

* Based on strategic alliance formation literaturenanagement and marketing disciplines.

More specifically, traditional factors proposed &ancluded internal antecedents
at both the individual-level (e.g., previous aliarexperience) and at the firm-level (e.g.,
resource position) (e.g., Van De Ven 1976; Olive®Q; Larson 1992; Ghoshal and
Moran 1996; Eisenhardt and Schoonhoven 1996; ByldrSteensma 1998; Das and
Teng 2000). In addition, partner-related varialgi@ssistently appear in the literature
including overall organizational compatibility, cegce complementarity, and direct prior
experience between potential partners (e.g., Laramgl Roos 1991; Saxton 1997;
Brouthers 1995; Niren, Shelburn, and Rogers 199&rand Singh 1998; Harrison et al.

1991, 2001; Ireland et al. 2002). Furthermoregssexternal environment variables
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have been associated with alliances formation,(sgrket turbulence, technological
turbulence, competitive uncertainty, and demanctamty) (e.g., Eisenhardt and
Schoonhoven 199®ickson and Weaver 1997; Das and Teng 2001). éudson of

the key antecedents of strategic alliance formatlentified by previous research in each
of these categories is presented next. TabledAdws detailed definitions of the

constructs presented in the rest of this section.

Internal AntecedenisTwo levels of internal antecedents appear cterdly in
previous alliance research: (1) individual-levedl 8) firm-level variables. At the
individual-level strategic alliance researchersnasidedge the key role that decision
makers play in the firm decision with regard tawgic alliances (e.g., Larson 1992;
Ghoshal and Moran 1996). This is consistent withdtrategic decision-making
literature view of firm strategic choices, in pas$, a function of top managers’ attitudes,
perceptions, and experiences (March and Simon 13&8brick and Mason 1984; Tyler
and Steensma 1998). As Hambrick and Mason (1984i},dop decision makers’
attitudes and perceptions as well as observablactaaistics such as career experiences
influence their strategic choices. At the firmégwesearchers empirically tested a
number of factors that might influence alliancenfiation including the firm’s resource
position, alliance formation competence, and ie/fmus experience in alliances (e.g.,
Varadarajan and Cunningham 1995; Gulati 1998; Sisahd Dwyer 2000; Das and
Teng 2000). In what follows | discuss each of éhiwgo levels of antecedents in turn.

Consistent evidence has been found for the asgwtia¢tween a number of
individual-level factors (e.g., attitudes, perceps, and previous experiences) and

strategic choice— see Table 3 page 33 for definitions of these coots. For example,
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Eisenhardt and Schoonhoven (1996) found that tapagement characteristics affected
the rate of alliance formation. More specificallyey found that firms with more
experienced top management teams formed produetapauent alliances at higher rate.
Further, Tyler and Steensma (1998) found empigealence to support the proposition
that top executives’ personal work experiencesr fiexceptions of their firms’ attitudes
toward technology and risk, and their perceptidmsuatheir firms’ past success with
collaboration influenced their cognitive assessnoémiotential technological alliances.
In addition, marketing alliance researchers hagegerized and empirically investigated
the role that decision makers play in the firm’sicles regarding marketing cooperative
behaviors. For example, Varadarajan and Cunningii@96) proposed that top
management attitudes towards strategic allianaesrgortant antecedents of firms’
propensity to enter into strategic alliances. Hssertion is also found in the earlier work
of Frazier (1983) on interorganizational exchang@iw marketing channels. Frazier
found that the personal characteristics of decisiakers (e.g., experience) influence
exchange initiation.

As | mentioned earlier, in today’s turbulent bussmenvironment, brand names
are considered a valuable asset essential torthes fiong-term success (Shocker,
Srivastava, and Ruekert 1994; Keller 2003a; Da0B22. A recent survey of senior
executives found that 85 percent of firms consitands to be one of their most
important assets (Abrahams and Granof 2002). ©h# s that, given the strategic
stature brands have within firms, brand decisiangeimoved upward in the firm from
being considered tactical and reactive to mordegirain nature (Aaker and

Joachimstahler 2000; Motion et. al. 2003; DavisZ)00n addition, brand alliances can
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be shrouded with uncertainty and ambiguity, specifiks include consumer confusion
and brand equity dilution (Rao and Ruekert 1994k @aal. 1996). | argue that the
decision to brand ally is an important strategicict facing a firm. Therefore, it is
logical to assume that brand alliance decisioks,dither forms of strategic alliance
decisions, are influenced by the individual chagastics of decision makers.

At the firm-level, several firm characteristics lpdween associated with alliance
formation including the firm’s resource positiofliaance formation competence, and its
previous experience in alliances see Table 3 page 33 for definitions of these
constructs. To begin with, a firm-level charac®c commonly associated with alliance
formation behavior is the firm’s current resourasition. Researchers agree that the
firms’ resource position is an important factoduincing inter-firm relationship
formation (Oliver 1990; Van De Ven 1976; Varadanagamd Cunningham 1995). Given
that an alliance is one way with which a firm caowge the resources and assets it needs
but lacks, several studies suggested and investigain resources as antecedents of its
alliance formation. For example, Varadarajan andriihgham (1995) argue that a
firm’s resource position is one of forces thatuefhce its propensity to form strategic
alliances. Along the same lines, Cravens, Shig,@Gravens (1993) argue that
organizations are more likely to engage in allian@ben resource gaps are high. In their
resource based theory of strategic alliances, Ddslang (2000) view firm resources as
important indicators of the likelihood of firms enihg into strategic alliances. More
specifically they argue that there are two relabed distinct, motives for firms to use
strategic alliances: (1) to obtain others’ resosiresd (2) to retain and develop one’s

own resources by combining them with others’ resesir This argument is consistent
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with earlier findings of Eisenhardt and Schoonho{¥96), who empirically
demonstrated that alliances took place when firmailnerable strategic position seek
resources they lack and when firms in strong gratgositions form alliances to
capitalize on their assets.

A second firm-level antecedent that has been &gsdowith alliance formation is
alliance formation competence (Simonin 1997; Gula88; Sivadas and Dwyer 2000;
Lambe, Spekman, and Hunt 2002). Gulati (1995)esdhat the possession of alliance
formation competence can be a significant catddysirms considering new alliances.
The author notes that learning from prior expergeimcalliances is an important base for
alliance formation competences. He found evidehatfirms’ build alliance formation
competence with alliance experience, which enables to form future alliances with
greater ease and greater frequency (Gulati, 1998nbe, Spekman, and Hunt (2002)
defined alliance formation competence as the orgaioinal ability for finding,
developing, and managing alliances. They showatdaifiance competence contributes
to alliance success, both directly, and indirettithpugh the acquisition and creation of
resources. These findings are consistent withrfggifrom research streams
investigating strategic alliance management antbpaance, where the value of
collaborative competence has long been recognig@u@ortant for the management and
success of strategic alliances (e.g., Simonin 188/&das and Dwyer 2000).

A third firm-level characteristic associated withance formation is previous
experience in alliances. Day (1995) argues thatipus alliance experience adds to the
quality of a firm’s alliance formation skills by kancing their abilities with respect to

selecting and negotiating with potential partndfsrther more, Varadarajan and
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Cunningham (1995) proposed that prior experiencrategic alliances is a significant
antecedent of the firms’ propensity to enter iritategic alliances. Empirically,
Pangarkar (2003) demonstrated that prior alliaxpeence positively influences the

longevity of alliances in the biotechnology sector.

Partner-Related Antecedent3he second category of antecedents associated wi
alliance formation | refer to as partner-relatedatales. Many researchers recognize that
partner-related variables such as overall orgaioizakt compatibility with the potential
partner firm, resource complementarity with thegpdial partner firm, and direct prior
experience with the potential partner firm influerecfirm’s propensity to participate in
an alliance (e.g., Spekman and Sawhney 1990; Buakll Sengupta 1993; Dyer and
Singh 1998; Harrison et al, 2001).

The first partner-related variable commonly asstecl with alliance formation is
overall organizational compatibility between allk@rpartners (Achrol, Scheer, and Stern
1990; Spekman and Sawhney 1990; Lorange and R&319.1%9he literature shows that
organizational compatibility between partners hesrbassessed in several ways:
strategic fit, cultural fit, functional fit, and gbfit between the partners. Overall,
organizational compatibility in terms of fit betwethe partners on these aspects have
been found to enhance the effectiveness of inigarozational cooperative activities
see Table 3 page 34 for definitions of these cantr(e.g., Tyler and Steensma 1995;
Bucklin and Sengupta 1993; Sivadas and Dwyer 20B0).example, Tyler and
Steensma (1995) in their investigation of exectgie®aluations of technological
collaboration found that the greater the compaiybdf operating and management

systems (i.e., functional fit) of a potential pantnvith those of the firm, the more
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attractive the collaboration will be to top exegat. Bucklin and Sengupta (1993) found
that the greater the organizational compatibilgyween the partners the greater the
effectiveness of the co-marketing alliance relalop. Along the same line, Sivadas and
Dwyer (2000) found that the success of new prodlieinces depends on the fit among
partners’ in terms of their products, markets, godls.

A second partner-related variable associated aliidince formation is resource
complementarity between alliance partners. Resocomplementarity refers to the lack
of similarity or overlap between partner’s resostdbat is, the lower the similarity, the
greater the complementarity (Dyer and Singh 1998riklon et al, 2001). Strategic
alliances are first and foremost exchange relatipssbetween two or more firms that
come together to share or exchange assets ansltblatieach desires. Dyer and Singh
(1998) argue that full utilization of a firm’s ras@es may require a firm to use those
resources in conjunction with complementary resesifoom other firms. As such, one
reason to enter into an alliance is for the firntetcerage its resources. As a result firms
search for partners that have complementary resswed capabilities (Gulati et al.
2000).

Several studies have illustrated the importanaesdurce complementarity in
strategic alliances. For example, Shan and Ham({t891) found that complementarity
of resources between domestic and foreign firm&watical to the formation of cross-
border alliances in biotechnology. Nohria and @aRont (1991) report that in the
global automobile industry firms in certain strategroups form alliances in a
complementary manner with those in other stratggpaps to increase the benefits of

cooperation. Furthermore Brouthers (1995) arghasresources and skills
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complementarity is a major factor contributing tileace success. Similar with this
view, Madhok and Tallman (1998) argue that allianefere partners have the potential
to create synergy by integrating complementaryuess have the highest probability of
producing value. Sivadas and Dwyer (2000) fourad tesource complementarity
between partners influenced new product allianceess. Finally, Chung et al. (2000)
found significant support for the notion that res@icomplementarity drives alliance
formation between two specific firms.

A third partner-related variable that has beendahto alliance formation is direct
prior experience with the specific potential part(@ulati 1995; Bucklin and Sengupta
1993). This differs from the firm’s previous ex@sce in alliances (discussed above),
which refers to its overall alliance experiencearedess of the partner firm, whereas this
variable captures the firm’s prior alliance expece with a particular partner. Gulati
(1995) found that a prior relationship experieneengen the partners influences the
willingness to partner with that firm in the futur€urthermore, the author found that
previously allied firms were more likely to engagdurther alliances with each other.
Bucklin and Sengupta (1993) demonstrated that &vthstable prior relationships
between partners in co-marketing alliances are¢a@lpositively to alliance effectiveness.
Chung et al. (2000) found significant support tog hotion that direct prior alliance

experience drives alliance formation between twecsjz partner firms.

External AntecedentsThe third category of antecedents associatdu alliance
formation includes external environment variablége firm operates within an external
environment that influences its decisions and astioThe external environment

comprises actors that directly influence the fiuglsas customers, competitors,
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suppliers, and channel members. In addition, xttereal environment consists of
institutions and factors that influence and shayeegeneral legal, financial, and
competitive nature of the market place across indigss(Duncan 1972; Pfeffer and
Salancik 1978; Tung 1979; Varadarajan and Jayachari®99). One approach to
understanding the environment’s effect on the fsno focus on the key environmental
dimensions that influence the firm (e.g., Tung 1998ss and Beard 1984; Dickson and
Weaver 1997). Two important environmental dimensiare environmentalynamism
and environmentalncertainty Environmental dynamism reflects the rate of ¢jeaim
the key environmental factors at the micro and mésrel such as technology,
competitor activity, consumer tastes and prefergnmeregulations, which makes the
environment a dynamic and volatile one. The seacbmension, environmental
uncertainty, reflects the unpredictability of emvimental factors that affect the firm's
decision-making (Duncan 1972; Achrol and Stern 188kman and Sawhney 1990;
Achrol et al. 1990; Dickson and Weaver 1997).

Some researchers investigate perceived dynamismraradtainty in genera-
without specifying underlying facets of the envineent such as market turbulence. For
example, researchers suggest that environmentaftanty is a critical factor when
considering strategic alliances. More specificdllgs and Teng (2001) argue that firms
are more likely to engage in alliances when thedustry has a high degree of
environmental uncertainty. This view holds that§ seek to reduce environmental
uncertainty by exchanging resources for mutual fien8pekman and Sawhney (1990)
also suggest that environmental uncertainty infb@sra firm’s alliance behavior.

Dickson and Weaver (1997) found empirical evidethes perceived environmental
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uncertainty is a significant determinant of alliarformation. Other researchers view the
external environment as comprised of facets tifatance the firm such as market
turbulence or demand uncertairtysee Table 3 page 35 for definitions of these
constructs. For example, Achrol, Scheer, and St990) suggest that both demand
uncertainty and technology uncertainty influendmate success. Cravens, Ship, and
Cravens (1993) argue that organizations are mkeg/lto engage in alliances when both
technological turbulence and market turbulence, @gnamism) are high. Bucklin and
Sengupta (1993) found empirical evidence that #regived effectiveness of alliances
was higher when the rate of technological turbugefne., dynamism) in the environment
increased. In summary, a strategic alliance isveeein which firms’ can manage the
dynamism and uncertainty of the environment withimch they operate (Van De Ven

1976; contactor and Lorange 1988; Harrigan 1988).

Concluding Points

In order to develop a conceptual model of brafidrade formation | attempted to
bring insight and synthesize findings from strategjliance formation literature in both
the management and marketing disciplines. Collelstj the review of this literature
identifies an array of factors associated withftrenation of strategic alliances. Thus,
providing this study with a conceptual foundation the potential antecedents of brand
alliance formation. This dissertation builds ois titerature by proposing a general
framework of brand alliance formation that inclugbe groups of antecedents including
factors related to individual, firm, resource pgit(i.e., the brand name), and external

environment characteristics.
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TABLE 3

PREVIOUSLY PROPOSED ANTECEDENTS OF MARKETING/STRAGEC ALLIANCE FORMATION

Antecedent

Citation

Definition Dependent Variables

INTERNAL

Individual-Level

Previous alliance
experience

Managers perceptions

Attitude toward
alliances

Firm-Level
Resource position

Alliance formation
competence

Previous experience
alliances

Eisenhardt & Schoonhoven 1996; Tyler &
Steensma 1995,1998; Combs & Ketchen
1999;Varadarajan & Cunningham 1995.

Tyler & Steensma 1995,1998¢\aagan &
Cunningham 1995.

Varadarajan & Cunningham 1995

Van De Ven 1976; Harrigan & Newrh990;

Refers to the extent and length of top manage Top executives’ assessment
prior involvement in strategic alliances. of collaborative opportunities.
Propensity to ally.
Rate of alliance formation.

Refers to key top managers' perceptions about Top executives’ assessment
their firm's technological emphasis, risk of collaborative opportunities.
orientation, and pervious alliance experience andPropensity to ally.

Refers to key top marsafavorable Propensity to ally.
predispositions toward alliances.

Refers to firms need for resources, firms are mor@ropensity to seek alliances.

Cravens et al. 1993; Varadarajan & Cunninghamiikely to engage in alliances when resource gapsLikelihood of alliance formation.
1995; Eisenhardt & Schoonhoven 1996; Das & are high. Propensity to ally.

Gulati 1995,1999; Sivadas & Dwyer 2000; Lamb®&efers to the organizational ability for finding,  Likelihood of alliance formation.

et al., 2002.

Day 1995; Varadarajan & Cunningham 1995;
Pangarkar 2003.

developing, and managing alliances. Extent of inter-firm cooperation.

Firm prior involvement in alliances in general.  Propensity to ally.
Operationalized as the cumulative number of  Extent of inter-firm cooperation.
alliances the firm has entered.



re

Table 3 - Continued

Antecedent Citation

Definition Dependent Variables

Partner-Related
Overall organizational Harrigan 1988; Achrol et al. 1990; Spekman &

It reflects the degree of fit between partners on Propensity to seek alliances.

compatibility Sawhney 1990; Bucklin & Sengupta 1993; Tyler different aspects such as strategic fit, cultutal f Top executives’ assessment
& Steensma 1995; Shah 1997; Saxton 1997; Kakenctional fit, and goals fit. of collaborative opportunities.
et al. 2000. Likelihood of alliance formation.

Strategic fit Achrol et al. 1990; Bucklin & Senguitd93;

Cultural fit Harrigan 1988; Achrol et al. 1990; Buick&
Sengupta 1993;

Functional fit Achrol et al. 1990;

Reflect the similarity between partners olvera  Extent of inter-firm cooperation

strategic orientation (e.g., cost-leadership vs. ~ (Measured objectively by the total

market orientation). number of current alliances a firm
Reflects the similarity between partners corporatgavet?ve:, a Tpgcmc Eerlokd of ti
cultures. That is whether the partners share the or subjectively by asking key

. informants about the number of
same values, beliefs, norms, and management . ! . o
styles inter-firm alliances the firm is

. . engaged in).
Reflects the sianity between partners operating
and control procedures. That is, whether the
operating and control mechanisms used by
partners are conductive to good communication
and effective functioning and monitoring of
collaboration.

Goals fit Bucklin & Sengupta 1993; Spekman & SawhneyThe extent to which partner firms perceive that

1990; Achrol et al. 1990

Resource Harrison et al, 1991,2001; Das & Teng 2000;

complementarity Shan & Hamilton 1991; Nohria & Garcia-Pont
1991; Brouthers et al, 1995; Varadarajan &
Cunningham 1995; Madhok & Tallman 1998;
Sivadas & Dwyer 2000; Chung et al, 2000; Irel
et al. 2002.

Direct prior experience Ruekert & Walker 1987; Mgman 1994;Chung,
Singh, & Lee 2000; Ahuja 2000; Gulati 1995;
Bucklin & Sengupta 1993.

simultaneous goal accomplishment is possible
such that each partner can achieve its own go
well as the alliance goals.

Refers to lack of similarity or overlap between Linkage formation propensity.
partners capabilities, competencies, or resourceropensity to ally.

the lower the similarity, the greater the Extent of inter-firm cooperation.
complementarity. It represents "nonredundant

distinctive competencies" brought by each partner.

Refers to the extent and duration of prior history Likelihood of alliance formation.
of business relations with the partner firm. Extent of inter-firm cooperation.
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Table 3 - Continued

Antecedent

Citation Definition Dependent Variables

EXTERNAL
ENVIRONMENT

Environmental
dynamism

Market
turbulence

Technological
turbulence

Environmental

uncertainty

Competitive

uncertainty

Demand
uncertainty

Miles & Snow 1978; Milliken 1987; Ireland et al. Reflects the rate of change in key environmentalTop executives’ assessment
1987; Dickson & Weaver 1997; Spekman and factors such as product technology, competitor of collaborative opportunities.

Stern (1979), Spekman & Sawhney 1990; activity, or consumer tastes and preferences that

Varadarajan & Cunningham 1995; Das & Teng make the environment a dynamic and volatile

2001.

Dickson & Weaver 1997; Jaworski & Kohli 1993. Reafén the degree to which customer Likelihood of alliance formation.

preferences change over time resulting in new,
previously unknown, target segments emerging.

Varadarajan & Cunningham 1995; Dickson &  Refers to the degree to which technology changd&xtent of inter-firm cooperation.
Weaver 1997; Achrol et al. 1990. over time within the industry and the degree to Propensity to ally.
which such changes affect the industry.

Miles & Snow 1978; Milliken 1987; Ireland et al. The perceived inability of an organization's Extent of inter-firm cooperation.
1987; Dickson & Weaver 1997; Spekman and managers to accurately assess the external Propensity to ally.
Stern (1979), Spekman & Sawhney 1990; environment of the organization or the future  Likelihood of alliance formation.
Varadarajan & Cunningham 1995; Das & Teng changes that might occur in the environment on
2001. key factors such as competitors, consumers,

suppliers, etc.
Harrigan 1988; Varadarajan & Cunningham 1995. Ref@the unpredictability of competitive Extent of inter-firm cooperation.

activities and its effect upon the market position Propensity to ally.
of others in the industry.

Harrigan 1988; Achrol et al. 1990;Varadarajan &Arises from the unpredictability of consumer Propensity to seek alliances.
Cunningham 1995. purchasing behavior and the rapid change in ~ Extent of inter-firm cooperation.
consumer tastes and preferences. Propensity to ally.




Brand Alliance Literature

Given the increasing popularity of brand allian@i€sudsen et al. 1997; Ernst
2002), it is not surprising that academic researckhis phenomenon has developed over
the last decade. In this section I will first aefibrand alliances, describe the various
forms of brand alliancesnd discuss the main benefits of brand allianédter that, |
will provide a thorough review of brand alliancaearch including the various
theoretical backgrounds that have been used tamarand alliance literature. This
review will be followed by a summary of the basmdings of this literature. Finally, |
will identify a basic area of inquiry that has bewmglected to date in investigating brand

alliances.

Brand Alliance

Definition. A brand alliance is defined as any cooperativeketang activity
involving short-term or long-term association ama@¥ombination of two or more
individual brands (Rao and Reukert 1994; Simonih Rath 1998). Although, a review
of the brand alliances literature shows that tHfend®ns of brand alliances vary slightly
based on the particular form of brand alliancertdsearcher is interested in (see Table 2),
the definition provided in this dissertation is s@tent with most of the existing
definitions and is broad enough to encompass atigmf brand partnerships found in the
literature that falls between the extremes of @asioa or physical combination of two or

more brands.
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Forms. There seems to be an agreement among reseairchi@ssarea that brand
alliances come in several forms such as co-brangbing promotion, composite
branding, ingredient branding, and dual branding.(&®ao and Ruekert 1994; Simonin
and Ruth 1998; McCarthy and Norris 1999). For eplanmRao and Ruekert (1994) argue
that the nature of brand alliances vary, rangiogifphysical combination of multiple
brands in the same product [ingredient brandingj. (éBM and Intel; Diet Coke and
NutraSweet; Apple and Motorola) to symbolical assoen of brand names, logos, or
other proprietary assets of the brand in marketorgmunication efforts [joint
promotion] (e.g., joint promotion of Bacardi Runmda@oca-Cola; Frito-Lay chips and
KC Masterpiece barbecue sauce). Several otheanassrs adopt this broad view of
brand alliances to include the several forms ofspdal combination as well as
symbolical association between participating brgjeds., Simonin and Ruth 1998; Rao,
Qu, and Ruekert 1999; Samu, Krishnan, and Smitl9;1g@Carthy and Norris 1999;
Voss and Tansuhaj 1999; Washburn, Till, and PriR@B0, 2004; Vaidyanathan and
Aggarwal 2000; Desai and Keller 2002; Voss and Gam@&004).

Another form of brand alliance is a composite brarténsion, where two
existing brand names are combined together toeegeabmposite name for a new
product (Park, Jun, and Shocker 1996). An examipileis form of brand alliances
includes the introduction of copying machines ipataunder the composite brand name
Fuji Xerox. Other researchers (Levin and Levin@0dGevin 2002) use the term dual
branding to describe a brand alliance charactehyetie association of two retail brands
through the sharing of a retail outlet (e.g., ATWwdd.ong John Silver’s). Regardless of

the nature of the link between the participatingnols, a common thread between all
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forms of brand alliance is the simultaneous predent of the involved brands, thus
giving consumers the perception that the brandsraeed.

The terms brand alliance, co-branding, joint praomgtcomposite branding,
ingredient branding, and dual branding are somedgiosed as synonyms in the popular
press as well as in some academic venues (CookRyard2000; Jones 2004). In this
dissertation, the term “brand alliance” will be dses an umbrella term encompassing all
of the previously mentioned forms of brand parthgs. Table 2 presents the definitions
of the various forms of brand partnerships ideadifoy both theoretical and empirical
brand alliance research. Also Table 2 includesraber of examples of such forms of

brand alliances mentioned in the literature.

Benefits. Brand alliance research has identified a hobeokfits participating
firms can gain from engaging in brand alliances particular, previous brand alliance
research suggests that through capitalizing otithed associations of participating
brands (i.e., overall reputation for quality, pautar brand attribute) both partner firms
may achieve a variety of benefits from entering imtand alliances, including enhancing
their position in current markets, entering intovmaarkets, adding value to the firm
existing product mix, decreasing risk, and redudast (Norris 1992; Rao and Reukert
1994; Park et al. 1996; Voss and Tansuhaj 1999;aMb@ and Norris 1999; Desai and
Keller 2002).

Even more, the findings of brand alliance researtgigest that since a brand
alliance allows a firm to capitalize on other’simianames, a brand alliance is a plausible
strategy for both firms with strong as well as wéeaknd names, yet with different goals

(Rao and Reukert 1994; Park et al. 1996; DesakKatidr 2002). For a firm with high
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equity brand name, a brand ally helps the firmittoee extend into new markets or gain a
new attribute to its current set of brand assamisti For firms with low brand equity, an
alliance with a strong brand name should servenawarall quality endorsement and
reputation boost for the low equity brand, thusasmding consumer response to the brand
and reducing the risk and cost associated witlntineduction of new products/brands.

On the other hand, a brand alliance also provieegfits to consumers.
Consumers might be unaware of product quality ibates before they purchase a
product, and sometimes even after they have useprtduct (Akerlof 1970; Rao and
Ruekert 1994). In this situation, consumer’s, ridew to overcome their lack of
information about the product and reduce their @iged risk of the purchase, use a brand
ally as an information cue about overall qualitypooduct related attributes. As such, the
existence of another brand signature on a prodhaetld prove useful to consumers
through reducing their perceived risk and informatsearch cost (Rao and Reukert 1994;
Jones 2004). In summary, a brand alliance strdtagythe potential to provide benefits
for all parties involved (e.g., participating firras well as consumers). As Norris (1992)

put it — “Something for everyone.”
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TABLE 4
DEFINITIONS AND EXAMPLES OF THE VARIOUS FORMS OF BRND ALLIANCES
FOUND IN THE LITERATURE

Author(s) Term Definition Examples
Rao and Ruekert  Brand Alliances; Joint “ ... they (brands) can be combined with other braaches to  The physical integration between
(1994) Branding form a synergistic alliance in which the sum isagee than the Diet Coke and NutraSweet.
parts. .... Such activities may involpbysical product The promotion of Frito-Lay chips
integration, ..... Or may simply involve theromotion of with KC Masterpiece barbecue
complementary use.." sauce.
Park, Jun, and Composite brand “ It involves combining two existing brand namescteate a  Slim-Fast chocolate cakemix by
Shocker (1996) extension, Brand composite brand name for a new product. ... Thefixmms Godiva. Healthy Choice cereal by
Alliances (brands) ally themselves to enter a new producketdoy Kellogg's.
sharing manufacturing and marketing expertise.”
Simonin and Ruth  Brand alliances, co- "... brand alliances involve the short- or long-teassociation Breyer's ice cream containing
(1998) branding, co-marketing, or combination of two or more individual brandspgucts, Reese's Pieces candies. Jointly
cross-promotion, joint and/or other distinctive proprietary assets." branded credit card between
branding, joint promotion Northwest and Visa.
Rao, Qu, and Brand alliances, joint "... brand alliances to include all circumstancews/hich two IBM computers using Intel chips.
Ruekert (1999) promotion. or more brand names are presented jointly to thewuoer." Commercials featuring Oscar
Mayer and Mail Boxes Etc.
McCarthy and Brand alliances, co- "... a marketing strategy wherein two brands joiretbgr in Kellogg's Pop-Tarts with Smucke
Norris (1999) branding, composite the marketing of a product.” preserves.
branding, ingredient
branding
Samu, Krishnan, Horizontal advertising "... two brands from different product categoriesf@@ured  Joint promotion between Kellogg
and Smith (1999) alliances together in an advertisement.” and Tropicana.
Voss and Tansuhaj Brand alliances ".. As the appearance of a well-kmawd reputable brand Joint promotion between Fuji and
(1999) name in the promotional messages and product packafy Xerox.
another brand."
Washburn, Till, an  Co-branding "... pairing two or more branded prodictmstituent brands) Kudo's granola bars with Snicker's
Priluck (2000) to form a separate and unique product (composite pieces. Ruffles potato chips with
brand)....This study focuses on physical producgrgggon. "  K.C. Masterpiece barbecue sauce
flavoring.
Levin and Levin Dual-branding "..in which they [the two brand nam&isdred the same Two restaurants sharing the same
(2000) location, and customers could order from both restats at location. No specific example was
the same counter." given.
Vaidyanathan and  Ingredient branding "Whereby private label brands national brand ingredients Safeway Select chocolate chip
Aggarwal (2000) and also prominently display this association &irth cookies with Hershey's chocolate
promotions as well as on product packaging.” chips.
Desai and Keller Cobranded Ingredient "Ingredient branding, in whiely attributes of one brand are Beechnut baby foods with Chiquita
(2002) incorporated into another brand as ingredients,.." banana. Ben and Jerry's Heath Bar

Crunch ice cream.

Voss and Gammoh Brand Alliances, joint "... cooperative marketing activities involving shterm and Sony (PDA) and Hewlett-Packard

(2004) promotion or long-term combination of two or more individumbnds." (printers) appearing in print ad for
Pacific digital camera (fictitious
new brand name)

Brand Alliance Research

As | mentioned before brand alliance researchbl@somed considerably in the
last decade. In this sub-section, | provide aermsite review of the published research
on brand alliances. This review has the followiwg goals: 1) to summarize the main
findings of brand alliance research, 2) to idengifigasic area of inquiry that has been

neglected to date in investigating brand alliances.
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Brand alliances have been studied using severabagpipes/theories: concept
combination theory (Park et al. 1996), informatiotegration theory (Simonin and Ruth
1998), associative network memory models (Samu &089), context effects (Levin
and Levin 2000), and the information asymmetrys{gnaling) approach (Rao and
Ruekert 1994; Rao et al. 1999). Table 3 providest af the theories employed to study
brand alliances, summarizes each theory main césicapd lists studies that applied that
theory to the study of brand alliances.

Employing those various theoretical approacheg frand alliance research has
significantly increased our understanding of howstoners react to brand alliances and
identified a host of variables that influence tffeaiveness of such alliances. More
specifically, prior research investigated wheth@rsumer evaluation of the brand
alliance and the participating brands is positiveffected, and what brand alliance
characteristics as well as consumer characteristigat moderate this effect (Rao and
Ruekert 1994; Park, June, and Shocker 1996; SinamdrRuth 1998; Rao, Qu, and
Ruekert 1999; Voss and Tansuhaj 1999; Desai anléik2002; Voss and Gammoh

2004).
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TABLE 5
EXAMPLES OF THE DIFFERENT THEORETICAL BACKGROUNDSSED IN
THE BRAND ALLIANCES LITERATURE

Theory Main Concept Studies
Signaling Theory Signaling theory involves the stafiynformation Rao and Ruekert (1994); Rao, Qu, and
economics under conditions in which buyers aneésell Ruekert (1999); Voss and Tansuhaj (1999);
possess asymmetric information when facing a marketFang and Mishra (2002); Gammoh and Vv
interaction (Akerlof 1970; Spence 1974). One soluto (2003) ;Voss and Gammoh (2004);
this information problem is for firms to send sitma Gammoh et al. (2004); Jones (2004)
about their quality.

Information Attitudes or beliefs are formed and modified asgbeo  Simonin and Ruth (1998); Carter (2002);
Integration Theory  receive, interpret, evaluate, and then integrateustis Gammoh and Voss (2003); Rodrigue and
information with existing beliefs or attitudes (Aerdon  Biswas (2004)

1981).
The Associative The structure and processes by which conceptstities Samu, Krishnan, and Smith (1999); Muse
Network Memory become linked in a person's mind. (2000)
Model
Concept How a person process existing concepts when they  Park, Jun, and Shocker (1996);
Combination Theory compained in forming a new composite concept. Vaidyanathan and Aggarwal (2000);

Hadjicharambous (2001)

Social Judgment People evaluate objectives/situations differntly Levin (1997) ; Levin and Levin (2000);
Theory (assimilation depending on contextual factors. Levin (2002)
and contrast effects)
Associative- The cases when people make connections between Washburn (1999); Washburn, Till, and
Learning various stimuli that take place in their environmen Priluck (2000); Washburn, Till, and Priluck

(2004)

Schema Incongruity How the congruity of the new information can effdf®  Desai and Keller (2002); Musante (2000)
Models knowledge structure of a schema. A schema is a

cognitive structure that represents organized kadge

about a concept or object.

To begin with, Rao and Ruekert (1994) in their sehpiece on brand alliances
employed signaling theory in presenting a theoattiationale for why brand alliances
might be an appropriate strategy for enhancing wmess’ perceptions of product
quality. The authors argue that since a brand reenees as a quality assurance device,
in the sense that it tells consumers who the matwrer of the product is and who to
punish should the product perform unsatisfactodlprand alliance can serve as a

credible signal of product quality.
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Information Asymmetry and Signaling Theoijhe basic premise in information
economics approach is that different parties t@m@stction often have different amounts
of information regarding the transaction, and thfsrmation differential has important
implications for the relationship between the matnd the terms of the transaction.
This information differential is called informati@symmetry. One solution to
information asymmetry is market signaling, where plarty in possession of better
information signals what he knows through his awi@Akerlof 1970; Spence 1974).
Signaling theory involves the study of informatieconomics under conditions in which
parties to a transaction possess asymmetric infimmwahen facing a market interaction
(Akerlof 1970; Spence 1974).

Signaling theory has been employed in investigatgsignaling value of a
variety of marketing activities. Firms often us#atent marketing and competitive
variables to signal the quality of their produatgheir competitive intentions. Examples
of such signals include Brand names (Akerlof 19%@rnerfelt 1988; Montgomery and
Wernerfelt 1992, Rao and Reukert 1994), adverti@igson 1974; Kihlstrom and
Riordan 1984), price (Wolinsky 1983; Milgrom andidRots 1986; Bagwell and Riordan
1991), warranty (Wiener 1985; Lutz 1989), competitactions (Heil and Walters 1993;
Milgrom and Roberts 1986; Prabhu and Stewart 208¥id,preannoucement of
competitive actions (Eliasberg and Robertson 198¢)pendix A includes a list of the
different type of signals that have been investidah the marketing literature over the

last three decades.
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Brand Name as a SignaBrand names can serve as signals of producttguali
(Akerlof 1970; Wernerfelt 1988; Montgomery and Wenfielt 1992, Rao and Reukert
1994). Within the signaling theory tradition, tere two possible ways in which a
brand signal might work. First, the risk reductloypothesis suggests that the brand
signal is an indicator that reduces the likelihobdd bad outcome for the buyer
(Montgomery and Wernerfelt, 1992). Since the comsumay be uncertain about the
guality of unfamiliar brands, signals indicate tBpéecific brands have small variance in
their average quality. This minimizes the riskadfad outcome for the consumer. Erdem
and Swait (1998) empirically found that a brandhaigncreases the perceived quality of
the brand while decreasing information costs andgpeed risk for consumers. Second,
the bonding hypothesis portrays the investmeninapamy undertakes in developing
brand names as a collateral or a “bond” for prodwetlity (Wernerfelt 1988). If the
claim associated with a brand is one of high guailitd the brand turns out to be of poor
quality, consumers can punish the brand by withhgldepeat purchase, engaging in
negative word of mouth, or calling for regulatogtian (Nelson 1974; Wernerfelt 1988).
Since those punishments are monetarily harmfuieéditm, consumers are held to reason
that the company would not risk the accumulate@stment in building their brand,
therefore these investments can be thought of @ad” and guarantee to the level of

quality that the product provide, even if it wahservable prior to purchase and use.

Brand Alliance as a SignalRao and Ruekert (1994) argue that brand all&nce
can also serve as credible marketplace signalsir @hgument, which rests on the
bonding hypothesis, is that firms with establisbeshd reputations will not lightly

expose the brand to alliances with low quality prcid. To do so is to negate the value
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of the brand name as a signal (Wernerfelt 1988erdfore, they suggest that the
presence of a second brand name on a product eare“as quality signals when an
individual brand is unable to signal quality byeifs (1994, p. 89). While Montgomery
and Wernerfelt (1992) argue that the risk reduchigpothesis is superior since it allows
for the existence of unbranded products, researbinand alliance signaling has been
based primarily in the bonding tradition. For exden the explanation for brand
alliances provided by Rao and Reukert (1994) wapated by Rao et al. (1999) who
showed that signals were effective when produclityusas a priori unobservable and
when the signal was credible. A credible signaluos when the ally is exposed to large
monetary losses, that is when the ally posts a.bond

Furthermore, Rao and Ruekert (1994) propose tlaaudballiances can serve two
purposes. One is providing assurance about thelbgeality of the product, when the
unobservable quality of the product is suspect, {ire product is an experience product).
Alternatively, a brand alliance can convey inforioatabout the availability of a specific
product attribute, even when the product qualityliservable (i.e., the product is a search
product). They further argue that in the firstecsand alliances are more likely to take
place between a brand in need of overall qualitggqaion enhancement (e.qg.,
NutraSweet when it was first introduced to the ragriand a well-known brand with high
reputation (e.g., Coca-Cola). Whereas in the lediee, brand alliances are likely to take
place between a brand in need of a specific ateibnhancement and a brand that has
this attribute. For example, Slim-Fast throughatiiance with Godiva can signal better
chocolate taste in its chocolate cakemix (Rao amekBrt 1994). Both of the previous

propositions found empirical support in the bratidiace literature (e.g., Rao, Qu, and
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Ruekert 1999; Voss and Tansuhaj 1999; Xiang andhii2002; Voss and Gammoh
2004; Jones 2004).

Both of the previous propositions found empirsapport in the brand alliance
literature. For example, Rao, Qu, and Ruekert@)@epirically examined the
circumstances in which a brand alliance can enheoesumer perceptions of quality.
The authors show that the addition of a seconddofameputable brand ally) was
effective in enhancing consumer quality evaluatioha fictitious unknown brand when
product quality was a priori unobservable and winensignal provided by the brand ally
was credible. A credible signal occurs when trentrally is exposed to large monetary
losses (Rao and Ruekert, 1994). Voss and Tan§L®@9), in experiments with
Japanese and U.S. subjects, examined the hypothasonsumers, aware of the
potential losses facing a well-known brand, shonder from a co-promotion alliance an
endorsement of the unknown brand’s quality by tled-known brand ally (Rao and
Ruekert 1994). They found that consumer evaluatairan unknown brand from
another country were more positive when a brandvedls used. In addition, Washburn,
Till, and Priluck (2000) examined the effects oflm@anding on the brand equity of both
the composite and the participating brands. Widmrexperimental design that include
different combinations of brands with high and lmwtial brand equity, they found that
low equity brands can benefit from associating \kitfh equity brands.

In another study, Levin et al (1996) found thaatiek to an unknown branded
ingredient, adding a well-known branded ingredemtance product evaluations of both
unknown and well-known hosts brands. Similarly,dcthy and Norris (1999) found

that branded ingredients consistently enhancedvhkiation of moderate quality host
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brands. Further, in an alliance between a natibraald and a private brand,
Vaidyanathan and Aggarwal (2000) found that addimgell-known national brand of
raisins to a fictitious private-label brand of raibran improved product attitudes and
guality perceptions compared to a hon-aligned esgrat

Park, Jun, and Shocker (1995) within a co-brandihgnce “Jaguar sedan by
Toyota” examined the influence of the attributaesaty and performance level of the
participating brands on the composite brand afieilewaluation. Overall, their results
indicate that the attributes associated with paitn@nds could be successfully
transferred to the co-brand product. For exantply empirically demonstrate that if an
attribute were salient in one of the participatongnds, it would also be salient in the
composite brand. Desai and Keller (2002) compaefadbranded ingredient strategy in
which the host brand owns the attribute ingredmew brand name to a co-branded
ingredient strategy in which the attribute ingrediis branded using an identified brand
name that is owned by another firm. They provideence that when the extension
involves adding a new attribute to the host produgtéative to a self-branded ingredient a
co-branded ingredient leads to a more favorablé&iatian of both the initial expansion
and the subsequent category extension. An exaiminat the previous studies shows
that these overall quality endorsement and/orbattei enhancement benefits of brand
alliances were evident regardless of the brandralé form examined by the researcher
(i.e., co-promaotion, co-branding, or ingredientriaimg).

In the next chapter, based on the finding thataad alliance can serve as an
effective signal of quality for consumers (Rao &wlikert 1994; Rao, Qu, and Ruekert

1999). | argue that for a firm considering a bratihnce, the brand product quality
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should influence the firm propensity to engage brand in a brand alliance moderated
by the firm different motivations to brand ally.

Park, June, and Shocker (1996) used a concept natidn model to examine the
effectiveness of composite brand alliances. lexgerimental study using a fictitious
composite brand extension, they found that conssinregaluation of a composite
extension (Slim-Fast chocolate mix by Godiva) appéabe better than a direct
extension (Slim-Fast chocolate mix /or Godiva chatsomix) depending on their
perceptions of the favorability and the complemetytdetween the constituent brand
names. Park et al. (1996) conceptualized brangnentarity at the attribute level,
such that, two brands are complementary to eaddr @then the performance-level
strengths and weaknesses of their relevant atisbmesh well together.

Using information integration theory, Simonin andtiR(1998) examined the
effect of pre-existing attitudes toward the inval@ands, product fit, and brand fit on
the effectiveness of brand alliances on consunagtistidinal evaluations of the brand
alliance and the subsequent evaluation of theguaating brands. According to the
authors, product fit refers to consumer percepiotihe compatibility between the two
products irrespective of the brands. For exansfgersonal computer brand would have
a high degree of product fit with a computer chigrial since personal computers need
chips to function properly. On the other handnblrét refers to consumers’ perception
of brand image cohesiveness and consistency betivedsrands involved in a brand
alliance. The authors reported a main study amdréplication studies that revealed the
following important findings. First, they foundathpre-existing attitudes toward brands,

product fit, and brand fit significantly affectsnsumers’ attitudes toward the alliance.
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Further, they state that collaborating with lessfable brands could also be successful if
the brand represented a favorable fit in termsrodlpct or brands.

This assertion is consistent with Park et al. (3%98lier findings that a brand
alliance between two complementary brands hastarkatribute profile than a
partnership between two highly favorable, but rehplementary brands. Second,
attitudes toward the alliance itself influencedsduient impressions of both brands,
which they called “spillover” effects. Furthermotkey provide evidence that unfamiliar
brands compared to familiar brands receive gresaidiover effects from the brand
alliance.

Subsequent empirical findings in the literature @mesistent with the
asymmetrical “spillover” effects reported by Simo@ind Ruth (1998). For example,
Washburn, Till, and Priluck (2000) found that bramdth low initial brand equity
benefited the most from its association with highigy brands. Furthermore, the authors
found that positive product trial experience im@ethe image of the combination, but it
helped combinations with at least one low equigndrmore. Along the same lines,
McCarthy and Norris (1999) found that branded idgrets consistently enhanced the
evaluation of moderate quality host brands, buasimnally enhanced the evaluation of
higher quality brands.

In another research effort, Musante (2000) focusethvestigating the nature and
potential moderators of the “spillover” effects ogfed by previous research. More
specifically, the author examined the impact thatand alliance has on consumers’
subsequent evaluation of participating brandsrim tef brand image and favorability.

Although, the author provided empirical evidencat image and favorability
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enhancement via an alliance may occur, he alsoethdivat image or favorability could
be diluted if aligning with a partner brand consetkto be inferior on a given attribute.
Musante (2000) also introduces the level of congahperceptions about partner’s
commitment to the alliance as a moderating varigideinfluences the realized
“spillover” effects on participating brands. Thatlaor found that the higher the
consumers’ perceptions about the commitment of@ato the alliance, the greater the
likelihood of brand perceptions “spillover” on thadrtner brand. Along the same lines,
Washburn (1999) found that co-branding strategyahpdsitive influence on customer-
based brand equity of both the constituent brandgl@ cobrand.

Brand alliance research identifies “fit” betweeartipating brands as an
important variable influencing consumers’ evaluatod a brand alliance (Park et al.
1996; Simonin and Ruth 1998; Carter 2002; Hadjiahdoous 2001). The notion of “fit”
has been defined and conceptualized in differeysw#s mentioned earlier, Simonin
and Ruth conceptualized “fit” in terms of produittaind brand fit. Product fit refers to
consumer perception of the compatibility betweenttho products, irrespective of the
brands, whereas, brand fit refers to consumerggmtion of brand image cohesiveness
and consistency between the brands involved iraadoalliance.

Park et al. (1996) conceptualized “fit” as the gbementarity between the
participating brands at the attribute level, suet, ttwo brands are complementary to
each other when the performance-level strengthsvaadtnesses of their relevant
attributes mesh well together. Adopting Simonid &uth’s model of consumer
evaluation of brand alliances, Carter (2002) adoedhtry of origin fit as another

predictor in the model. The author, defined copnpfrorigin fit as consumer perceptions
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of the compatibility of the country of origins dfd brands involved in the brand alliance.
He examined the relationship between country diofit and brand fit in influencing
consumer attitudes toward a brand alliance unde@ows conditions of brand familiarity.
Within a cross-border brand alliance context, tiidnar found that under conditions of
high consumer brand familiarity, the effect of ctwyrof origin fit on brand alliance
evaluation is mediated by brand fit. However,donditions of low consumer brand
familiarity, the mediation dissolves and countryoafin effect has a direct effect on
consumer attitude toward the brand alliance.

The issue of fit has also been explored by Jond®8ansh (2003), the authors
conceptualized the fit between participating bradss they call it complementarity, as
a two-dimensional construct consisting of functicaswell as symbolic
complementarity. In general, their results indeciat complementarity plays a
significant role in predicting consumers’ evaluasaf the brand alliance.

Research findings discussed above demonstratedhatimers’ perception of
“fit” between participating brands is positivelyiated to their evaluation of a brand
alliance. Taken all together, this research res/#hedt the notion of “fit” between the
participating brands (e.g., product fit, branddngerall fit, symbolic complementarity,
functional complementarity, attribute overlap, oagcongruency) is an important issue
that influences consumer evaluation of brand atksn

Other scholars adopted a variety of other theakgpierspectives in investigating
brand alliances. For example, Levin and Levin (B@mployed social judgment theory
in examining how affect is transferred between bsends linked in a dual alliance

relationship. The authors were interested in erargihow consumers’ evaluation of
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brands is effected when they (the brands) are gardly linked as in dual-branding
alliance. According to social judgment theory, eleging on how the salient contextual
information is framed (the anchor); two forms ohtext effects can be observed when
two stimuli are linked together. Contrast effeetise place when salient information acts
as a comparison standard, thus promoting diffeiebeénveen the two stimuli (brands
within a dual-brand). Assimilation effects takagq® when the salient information
promotes similarities between the two stimuli. €@¥e Levin and Levin (2000) found
that when two brands are allied and both brandsleseribed by the same set of
attributes, then dual-branding reduces or elimmatmntrast effects. In addition, when
the two brands are allied and one is not well dgekithe effect of dual branding is to
increase assimilation effects. In a related stu@yjn (2002) found further support for
the observed effect of dual branding in reducingtiast effects.

Based on associative network models Samu, KrisharathSmith (1999)
examined co-advertising alliances within new prdadoiroduction context. Their basic
findings have implications for choices of ally amd\vertising strategy depending on the
manager’s goal for the promotion. If the goalrnara awareness, the ally should be high
in complementarity and the promotion should usspadown approach and attempt to
increase brand — category similarity. On the otteerd, if the goal is to create strong
brand beliefs, the ally should be non-complemendaig the promotion should use a
bottom-up approach and attempt to increase brdfetehtiation (stress unique brand
attributes).

In another study, Washburn, Till, and Priluck (2D@dopted an associative

learning view in their investigation of brand afies. The authors were interested in
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assessing the influence of brand alliances on ¢oassi evaluation of the alliance
product on search, credence, and experience aésilas moderated by product trial.
Overall, their results indicate that regardlesthefinitial perceived equity of the
participating brands, brand alliances enhancedwuoass’ perceptions of the equity of
the brand alliance as well as the participatingndsa In addition, as hypothesized their
results indicate that the ability of high equitlied to enhance consumer evaluation of the
allied product attributes depends on whether ttréoate is search, credence, or
experience attribute. They found that allying wathigh equity brand enhanced
consumers evaluation of product attributes thatardy be assessed after product trial
(experience attribute), and to a lesser degredeoce attributes that might not be
verifiable even after trial, but did not enhancarsh attributes at all even after product
trial.

From a resource dependency theory perspective jqRedand Biswas (2004)
examined the moderating role of consumers’ peroaptof alliance dependency and
exclusivity within Simonin and Ruth’s basic brartisamces evaluation model.
According to the authors alliance dependency ratec®nsumers’ perception about
participating brands degree of dependency on tlameé. An independent ally brand is
“a branded product that can be purchased and catomits own, that is, outside of its
alliance” with the host brand, whereas a dependinbrand cannot be purchased and
consumed on its own outside of its alliance with llost brand. On the other hand,
alliance exclusivity refers to consumers’ percaptd whether the ally brand engage in
an exclusive contract with the host brand or cheds&ontract with more than one

partner. Their results support previous findingghie literature with respect to brand
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alliance spillover effects. In addition, the authempirically demonstrated that
improved attitudes toward the brand alliance sigairftly enhanced consumers’
perceived quality, willingness to pay a premiunteriand purchase intensions toward
the allied product. More importantly, the authfagnd that the moderating effect of
exclusivity and dependency depends on whetherrdmedserves as the host or the ally
brand in the alliance relationship. They found the spillover on the host brand is
moderated by exclusivity but not dependency and versa for the ally brand.

Voss and Gammoh (2004) employed signaling theoexamining brand
alliances that involve the partnership of one fdwahd with multiple brand allies. While
their results showed that allying with two branagproved the evaluation of the unknown
brands relative to a no ally condition, the addited the second ally did not improve
subjects’ evaluations in comparison to the singiecndition. In a related research,
Gammoh and Voss (2003) suggest that consumerg’dévwevolvement might influence
their evaluation of brand alliances. This suggestas put to an empirical test by
Gammoh, Voss, and Chakraborty (2004; 2006). Wimrelaboration likelihood model
(ELM) framework the authors examined the effeca drand ally at different levels of
cognitive elaboration and message argument strerigtRir results suggest that when
cognitive elaboration is low and the ad containsrgg arguments the ally serves to attest
for the veracity of the statements. On the cogtrander high cognitive elaboration and
weak arguments the presence of a reputable allistenendorse product functionality.

Jones (2004) investigated whether consumers repedpnand alliances as a
strategy intended by firms to communicate a neentranced product in the market

place. The author found that consumers perceilbeaoding relationships as an intended
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action by the partners and that consumers’ con@ieém their judgment of the
assignment of ownership between partner brandsndspen perceived brands
congruence and the type of cobrand (ingredientasiposite brand). In addition, the
author found that a brand ally might reduce consyseeceptions of risk allowing the
brands to charge a price premium. Within the odrtémultiple brand alliances, Fang
and Mishra (2002) investigated the influence ofléwel of variability in the quality of
partner’s brands and the homogeneity of partnewslyrct categories on the perceived
quality of an unknown brand. Their results indéctitat the perception of the unknown
brand is the highest when both allies have highdbpuality partners. Furthermore, the
authors report that category heterogeneity willagrde the quality of the unknown brand
for both the high-high/low-low alliances but not tbe high-low mixed alliances.
Overall, these studies demonstrate that while beadlrehces are effective, the effects of
brand alliances differ depending on the contexh@Fand Mishra 2002; Voss and
Gammoh 2004; Gammoh and Voss 2003; Gammoh, Vod<Chakraborty 2004; Jones

2004).

Summary of FindingsTaken together, this review of the brand allialitegature
reveals several contributions to our understandirirand alliances from the consumer
perspective. There are five important finding&st-we conclude that a brand alliance
can be an effective strategy to signal unobservaginddity when consumers lack accurate
information regarding the brand’s true quality.cBa strategy can also convey
information about the availability of a specifid¢rddute even when the quality of the
product isa priori observable. Second, consumers’ existing attittm@ard constituent

brands influence their evaluations of the branidatle. Third, past research has shown
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that how well the two brands fit together influesdlbe consumer’s evaluation of the
brand alliance. Fourth, past research demonstthgeexistence of asymmetrical
“spillover effects” of brand alliance on the subseqt evaluation of participating brands.
Fifth, past research also identified a host of geasand contextual factors that influence
(moderate) consumer evaluations of brand alliances.

Its important to mention that, recognizing the poiE negative influence of
brand alliances on participating brands, some beadlrahce researchers suggest that
future research should address issues relatecal ladliance formation and management
or proposed some approaches to study the braati@ds phenomena from a managerial
side (Rao and Reukert 1994; Norris 1992; Kippende2§00). Yet, to date, those few
managerially-oriented discussions and propositfonad in brand alliance literature
remain at the conceptual level. For instancegtréy work in brand alliances by Rao
and Reukert (1994) drew conceptual insight fromliteeature in strategic alliances. The
authors developed a managerial decision templadedtyze the costs and benefits of
joint branding and discussed some implicationsuchgdecisions for different types of
allies. Within the context of retail co-brandiri@ahlstrom and Dato-on (2004) apply
Oliver’'s (1990) conceptualization of the determitsaof inter-organizational exchange to
propose six antecedents that influence the likelihof establishing a co-branded retail
location. They defined retail-co branding as titeasion in which two or more retalil
concepts are made available at the same retatidacaThe antecedent conditions
include necessity, asymmetry, reciprocity, efficigrnstability, and legitimacy. Miao
(2004) applied strategic compatibility to provideasionale for why a high/low status

brand alliance may work. The author conceptualsteategic compatibility as a second-
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order construct composed of resource complemeyptarterdependence asymmetry, and
objective compatibility. He proposes that wherotgse complementarity is high,
interdependence asymmetry is low, and objectivesampatible, mixed status brand
alliances are likely to succeed in the long runithvihese three exceptions, there is a lack
of theoretical as well as empirical research tlaat éxamined brand alliances from a firm

perspective (Rao and Reukert 1994; Dahlstrom and-ba, 2004; Miao 2004).

Research Gap

This review of the brand alliance literature regdhlat brand alliance research has
typically emphasized consumer side investigatiobrahd alliances. As mentioned
earlier, although all of these studies have greaihtributed to our general understanding
of brand alliances from a consumer perspectiveenling to only the consumer side of
brand alliances provides a one-sided, narrow viefdhe phenomenon. In an exhaustive
search of the literature, no study has been idedtthat sufficiently examined brand
alliances from the firm perspective. As a reghk, formation, management, and
outcomes of inter-firm brand alliances are stilgkly unexplored. The lack of a firm-
side investigation of this phenomenon is a fundaaiéimitation in the extant brand

alliance literature. This dissertation is a fsttp toward overcoming this limitation.

Chapter Summary

This chapter started with a review of relevaneagsh in strategic alliances
formation, thus, highlighting the different groupisantecedents of strategic alliance

formation found in the literature. Through a revief brand alliance literature, this
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chapter ends by demonstrating that a consumer getrge dominates extant brand
alliance research. The next chapter will draw ugptoeams of literature reviewed in this
chapter to develop a conceptual framework of bahance formation and generate
hypotheses for a subset of this framework in wimclividual-level factors (i.e.,
managers attitude toward brand alliances), firneléactors (i.e., previous alliance
experience, alliance formation competence, andgimotivations to form brand
alliances), and brand-level (i.e., brand produelity) are empirically examined as

antecedents of firm propensity to brand ally.
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CHAPTER 1lI

PROPOSED MODEL AND RESEARCH HYPOTHESIS

This chapter is organized into three sections. fireesection begins with a
discussion of some of the potential avenues faaieh into firm brand alliance
behavior. As discussed in the first chapter, thi s focus from consumer evaluation
of brand alliances to firm brand alliance behawapens several streams of potential
research including: antecedents of brand alliaooadtion, partner selection in brand
alliances, brand alliances management, factorsantling the success of brand alliances,
and spillover effects on partner brands and oveeflormance. This chapter argues that
the logical first-step in investigating firm braatliance behavior is to focus on the
antecedents of firms’ brand alliance formation.

The second section presents a conceptual framexfohie antecedents of brand
alliance formation. This framework has as its fdation the literature and theories
reviewed in the previous chapter. Next, sectioadlpresent and thoroughly discusses a
subset of this framework which will be empiricalsted in this dissertation. Therefore,
this section includes detailed definitions of irdgd constructs and generate testable

hypothesis.
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Potential Research Avenues

As previously discussed, brand alliance reseaarh & firm perspective is
overlooked, and thus, there remain a host of awetaube explored. In considering a
brand alliance a firm should ask itself severalsjjioas related to whether to ally or not,
what are the benefits and costs of the alliancdy whom to ally, what is the best way to
ally, how to manage the alliance, what is the pidénffects of the alliance on its brands,
and what factors influence the alliance performamgeomes. In general, those issues
can be grouped into three potential research dwrextincluding brand alliance
formation, management, and performance and outcoimeshat follows | will briefly
discuss, within each of those research directiesmisie interesting research questions that

yet need to be explored regarding firm brand atiabehavior (see Figure 4).

&

Brand Alliance Formation Brand Alliance Management Brand Alliance Performance
and Outcomes

=h

What are the antecedents ( How does partner selection

BA formation?

What signaling
characteristics do brands
that engage in BAs exhibit]
What is the relative ability
of different forms of BAs to
achieve desired goals?
What characteristics should
firm’s look for in BA

partners?

influence the management
of BAs?

How to manage potential
opportunistic behavior?

* How partners’ compatibilit
influences alliance
management?

How does brand decisions
influence BA performance

and outcomes?

What factors influence BA
success?

What are the outcomes of
BAs in terms of market
performance?

(e.g., profitability, market share)
How do BA outcomes
compare to those of other
brand leveraging strategies?

Figure 4

Potential Research Avenues Into Firm Brand AllianceBehavior
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Brand Alliance Formation

Forming a brand alliance is a complex and demandeécision, it involves an
assessment of whether a brand alliance is a viitdtegy for achieving the goals in
mind and what type or form of brand alliance a fshould choose. This is followed by
searching for potential partners, assessing thtegras compatibility, and commitment
(Rao and Ruekert 1994). For example, an intergstiaa of research is to investigate the
antecedents of brand alliance formation. Thesecaxients could range from factors
related to the internal characteristics of the f{erg., managers’ attitudes and
experiences, products characteristics, and bramalacteristics) to external industry and
environmental related factors (e.g., competititensity and environmental uncertainty).
In addition, another group of antecedents coulcebsed to potential partners
characteristics (e.g., availability of partnersraaitiveness of partners, and partners
compatibility).

Another interesting area of research is to investighe ability of different forms
of brand alliances in achieving different desiredlg. Firms’ often form brand alliances
for a number of reasons and have various optiodsabarnatives at their disposable in
forming a brand alliance (i.e., co-adverting, breghéhgredient, co-branding). Therefore,
firms need to decide on the optimal form of cooperathrough brand alliances that
enable them to achieve their intended goals. kamele, is it enough for a firm seeking
enhancement of a specific attribute to engageimt-gromotion activities with a brand
ally that possess this attribute? Or does it rreetbre tangible form of brand alliance
such as using a branded ingredient to enhance i@rsuevaluations on the attribute it

lacks.
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Another potential area of research is partner §elea brand alliances. Forming
brand alliances involves an assessment of theadowitly of potential partners, their
reputation and potential contributions. For exampésearch could address issues related
to how partner characteristics such as similarégpurce complementarity, and
commitment might influence partner selection innoralliances. A firm considering
linking its brand to another brand through a bratlidnce should be concerned about the
fit between those two brands markets, positionfPayK et. al., 1996; Simonin and Ruth
1998), and how that might reflect on the succegh®tlliance as well as the future
performance of the individual brands standing alofikerefore, partner selection is a
critical issue that will also influence on brantiaalce management as well as

performance outcomes.

Brand Alliance Management

Despite the rapid growth of brand alliances, satér-firm cooperation is still
considered risky (Rao and Reukert 1994; SimoninRnith 1998). A partner may
behave opportunistically and use the alliance toea® his own goals at the expense of
the other partner. Even, in the absence of angmpistic behavior, a brand alliance
can expose companies to the risk that one partperfsrmance may simply fail to meet
customers’ expectations, thus damaging the brahtfe mther alliance member
(Abrahams and Granof 2002). Such concerns aregiucompounded by the
unpredictable effect of such alliances on consunesauations of the participating
brands. Therefore, brand alliances pose significeanagement challenges. Research is

needed to aid our understanding of how to managedballiances more effectively. For
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example, consistent with the commitment-trust thedmelational exchange (Morgan
and Hunt 1994) researchers might investigate host and commitment between

partners in a brand alliance influence its managg¢me

Brand Alliance Performance and Outcomes.

Another promising direction for brand allianceeasch is the investigation of the
determinants of brand alliance success. Brananalis are built to achieve a variety of
goals such as enhancing position in current marketering into new markets, adding
value to the firm existing product mix, decreasiisff, and reducing cost (Norris 1992;
Rao and Reukert 1994; Park et al. 1996; Voss andufej 1999; Desai and Keller
2002). Whatever the firm goals for entering a draliance, one key aspect of the
success of the alliance is the achievement of thoaks. Many issues need yet to be
addressed with respect to brand alliances sucoelstsadeterminants. For example, an
interesting research question is how firm spedifiaracteristics or partner characteristics
might influence the success of the brand allian&leng the same lines, research
addressing the impact of brand alliance formatiomeolved brands as well as overall
firm performance holds significance for brand altia research. In addition, there are
issues having to do with the external industrial anvironmental forces that influence

the success of brand alliances.

Where to Start

It is obvious that no single study can addressfathese concerns regarding brand

alliances formation, management, and performant@mes. It is common within the
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various research fields that involve the studyntdii-organizational relationships to first
focus on relationship formation considerations befarther investigation into the
management and performance outcomes of such redatjms (Gulati 1995; Varadarajan
and Cunningham 1995). Gulati (1998) argues thatesgic alliance formation is one of
the critical areas for the study of strategic alti@s. Consistent with this tradition, it
seems essential at this point in the developmebtanfd alliances research to emphasize
the antecedents of brand alliance formation, ratien on other issues related to the
management, performance, and outcomes of bramehedis. It seems logical that
improving decisions regarding brand alliances nexsua better understanding of its
antecedents and is a preliminary step before nmmesstigations into alliance
management and or the link between brand alliasitcagegies and performance. In
addition, a focus on the antecedents of brandnaidormation is required for firms to
fully utilize the advantages provided by brandaaltes. As Rao and Reukert (1994) put
it,

“Clearly the managerial questions involved in brafichnces are not trivial.

Such decisions often tend to have long-term coreszps and should not be

entered lightly, without adequate analysis or thdtigPage 96)

Enhancing our understanding of the antecedentsaoiballiance formation should
direct future research and contribute to improveneémanagerial practices with respect
to brand alliances. In summary, given the incrggagroliferation of brand alliances in
contemporary markets, the importance of understgntthie determinants of brand
alliances formation cannot be understated. Thaystfithe antecedents of brand alliance

formation is the logical step toward the developt#mesearch into firms’ brand
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alliance behavior. As such, in the next sectiontdgrate existing theories and literatures
reviewed in the previous chapter in conceptualiargpmprehensive framework of the

antecedents of firms' brand alliance formation.

A Framework of Brand Alliance Formation

Based on the literature reviewed in the previdwepter several groups of
antecedents may have an impact on the firm’s faonaif brand alliances. More
specifically the review of previous research ondh&cedents of strategic alliance
formation in the management and marketing disagslishowed that a firm’s alliance
formation is contingent upon a number of intermalinment (i.e., individual-level and
firm-level), partner-related, and external envir@mirelated antecedents (e.g., Frazier
1983; Varadarajan and Cunningham 1995; Gulati 192988; Eisenhardt and
Schoonhoven 1996; Das and Teng 2000). The pothatdirm’s brand alliance
formation does not occur in a vacuum. As with ofbems of firm strategic alliances it
is influenced by broader individual, organizatiqgraaid environmental contexts that
shape the firm’s intensions and action. Therefanemportant issue in developing a
framework of the antecedents of firm’s brand alteformation is the selection of factors
at different levels inside and outside the firm.

For the purposes of this dissertation and contistéh the strategic alliance
formation literature summarized in the previouspthg | propose that the antecedents of
brand alliance formation can be broadly grouped the following five sets of
antecedents: internal environment antecedenkedil) individual-level (e.g., previous

alliance experience); the (2) firm-level (e.g.jaadte formation competence); and (3)
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brand-level (e.g., brand product quality); as asl(3) partner-related antecedents (e.qg.,
organizational compatibility); and (4) external @omment antecedents (e.g.,

environmental uncertainty)- see Figure 5.

INTERNAL ENVIROMENT

Brand Alliance
Formation

Individual-Level
*Previous alliance experience
*Attitudes toward alliances
«Commitment to alliances

=Propensity to brand ally|
=Assessment of brand
alliance opportunities.
=Extent of brand alliance
cooperation.

Firm-Level
«Alliance experience
«Alliance formation competence

Brand-Level
*Brand product quality

Partner-Related

EXTERNAL ENVIROMENT

*Overall organizational
compatibility

*Brand compatibility
*Brand complementarity
Direct prior experience

*Environmental Dynamism
*Environmental Uncertainty

Figure 5

A Framework of Brand Alliance Formation

In this dissertation | utilize extant researclstrategic alliance literature to
develop a framework of brand alliance formationa crucial perspective overlooked by
extant brand alliance research. In addition, ticbate to both literatures by
conceptually proposing and empirically investiggtbrand-level antecedents of brand

alliance formation. More specifically, | examinebd product quality as antecedents of
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firm’s propensity to brand ally. In what followsritroduce some of the potential
dependent variables when considering brand alliéoroeation followed by a discussion
of the conceptual reasoning for these four setsmtécedents, respectively.

Brand alliance formation consists of those decsiand issues surrounding the
choice of brand alliance strategy such as the iecif whether to ally or not, the
determination of the optimal form or type of braaitiance a firm should choose, and the
assessment of the availability of potential padreey well as the desirability of their
characteristics, etc. As shown in Figure 5, a nemalb potential dependent variables
could be investigated in considering brand alliafscmation including propensity to
brand ally, assessment of brand alliance opporashiand or extent of brand alliance
formation. This is consistent with the stratedi@mace literature in which these
dependent variables have been investigated whegistuthe antecedents of strategic
alliance formation (see Table 3 in Chapter II).r Ewample, Harrigan and Newman
(1990), within a joint venture context, develoganiework of inter-organizational
cooperation. A major component of their framewookcentrates on the assessment of
the propensity of firms to seek joint ventures.rrigg@n and Newman argue that each
firm’s relative propensity to form a joint ventuss in part, driven by factors related to
benefits and costs of cooperation, resources affether available alternatives, and the
need for cooperation. Along the same lines, Vaigda and Cunningham (1995), in
their seminal article on strategic alliances, dsscthe motives underlying the entry of
firms into marketing strategic alliances. The aushpropose that firms’ propensity to
enter into strategic alliances is influenced bgnfilndustry, and environmental

characteristics. Chung et al. (2000) show empiyi¢hat the likelihood of firms’
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engagement in an alliance is positively relatecetmurce complementarity and status
similarity. Tyler and Steensma (1998) empiricatiyestigated the effects of executives’
experiences and perceptions on their assessmepnotafitial technological alliances.
Executives were asked about the attractivenedsegioposed relationships and the
probability that they would pursue such a relatiops Other researchers investigated
firms’ characteristics, such as age, competitivetpm, product diversity, and alliance
experience, as important predictors of their prefigrnio engage in strategic alliances

(Shan 1990; Fladmoe-Lindquist and Jacque 1995).

Individual-Level Antecedents

This group of factors seeks to provide insightiow (product or brand)
managers’ attitudes, perceptions, and experieafiest brand alliance formation. The
literature reviewed in the previous chapter hightégl the role that decision maker’s play
in their firms’ strategic choices, in addition thesovide consistent evidence for the
influence of individual-level factors on firm stegfic choices. The basic premise of this
literature is that top managers affect firm-levelammes primarily through the decisions
or strategic choices that they are empowered tcernakbehalf of the firm (March and
Simon 1958; Hambrick and Mason 1984). Hambrick siadon (1984) argue that top
managers’ attitudes, perceptions, and experieméence their strategic choices.

In addition, researchers in the strategic allidiieeature emphasize the role that
key decision maker’s play in the firm decision widgard to strategic alliances (e.g.,
Larson 1992; Ghoshal and Moran 1996; EisenhardSahdonhoven 1996; Tyler and

Steensma 1998). Along the same lines, marketnagesfic alliance researchers
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recognized and empirically demonstrated the radé¢ diecision makers play in the firm’s
choices with respect to marketing cooperative beinge.g., Frazier 1983; Varadarajan
and Cunningham 1995). A number of individual-lexetecedents have been shown to
influence firm’s propensity to engage in alliane@sl the rate with which it form such
alliances, including managers’ previous alliancpegience, managers’ attitude toward
alliances, and managers’ commitment to alliand¢es. example, Varadarajan and
Cunningham (1995) proposed that prior involvemarsdtrategic alliances and top
management’s attitude toward strategic alliancesaatecedents of the firms’ propensity
to enter into strategic alliances. Furthermordeifgnd Steensma (1998) found that top
executives’ personal work experiences, their paroeg of their firms’ attitudes toward
technology and risk, and their perceptions aboeeit firms’ past success with
collaboration influence their cognitive assessnudmotential technological alliances. In
conclusion, research shows that the experiendésidats, and commitment of decision
makers within firms have a significant effect omfilevel strategic decision. Therefore,
it is logical to assume that the firm decision tarid ally, like other forms of strategic

decisions, is likely to be influenced by the indiwal characteristics of decision makers.

Firm-Level Antecedents

An important firm-level antecedent is the firm'si@hce formation competence.
Strategic alliance researchers acknowledge thee\alalliance formation competence as
an important antecedent for strategic alliancesy&tion and management (e.g., Gulati
1995, 1999; Simonin 1997; Sivadas and Dwyer 20@dnte, Spekman, and Hunt 2002).

For example, Simonin (1997) introduces the conswiitcollaborative know-how”
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which he defines as the extent to which firms heluk in identifying, negotiating,
managing, monitoring, and terminating collaborasiollong the same line, Lambe,
Spekman, and Hunt (2002) define alliance formatimmpetence as the firm ability to
find, develop, and manage alliances. Sivadas amgeD(2000) develop and test a
construct they labeled “cooperative competency’clvlihey conceptualized as a
midrange variable composed of three interrelatedtfa trust, communication, and
coordination. They view cooperative competency asoperty of the relationship among
the relationship partners.

Strategic alliances are loaded with many complesiéind uncertainties related to
the assessment of the benefits and costs of erggagailiances, the identification and
assessment of potential partners, and the negutiafithe terms and structure of the
relationship. Under these circumstances, allidogeation competence provides the
firm with the ability to better cope with those cplexities and uncertainties (Gulati
1999; Sivadas and Dwyer 2000). For Example, GUl&95) argues that the possession
of alliance formation competence can be a sigmficatalyst for firms considering new
alliances. The author shows that learning frororpekperience in alliances is an
important base for alliance formation competenadatss (1999) evidence that firms’
build alliance formation competence with experiemwgeich, in turn, enables them to
form new alliances with greater ease and frequemtya more recent effort, Lambe,
Spekman, and Hunt (2002) show that alliance formmatbmpetence contributes to
alliance success, both directly, and indirectlptigh the acquisition and creation of

resources. Lambe et al. (2002) conceptualizedralé formation competence as

70



consisting of the following three facets: (1) allc@ experience, (2) alliance manager
development capability, and (3) partner identifizafpropensity.

In summary, the above research demonstrates thatamp role that a firm’s
alliance formation competence plays in its assessara formation of potential future
alliance opportunities. A firm with alliance fortien competence is in a position to
better understand the dynamics and complexitiedliahces formation. Therefore, it's
expected that alliance formation competence p@itinfluences brand alliance
formation (Gulati 1999; Sivadas and Dwyer 2000; banet al. 2002).

Along the same lines, brand alliance formation dsfiacult and complex decision
(Rao and Reukert 1994; Simonin and Ruth 1998)irrA fheeds to consider several
aspects with respect to the decision to brand dllyese include, but are not limited to,
the benefits and costs of engaging in such allignbe optimal form of cooperation
through brand alliances, the availability of potainpartners, their reputation, and
potential contributions. Firms that possess atkaformation competence are more
comfortable with their abilities to deal with theraplexities associated with brand
alliance formation, therefore, are more likely t@age in brand alliances. Therefore, it
is logical to assume that the firm brand allianmerfation (i.e., likelihood to brand ally),
like other forms of alliances, is likely to be inéinced by the firm’s alliance formation

competence.

Brand-Level Antecedents

Literature reviewed in the previous chapter empeabthe role that the resources

owned by a firm play in its strategic choices. ®lgpecifically, researchers of strategic
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alliances have long argued that a firm’s resoupzestion significantly impacts its
motivation to engage in alliances and thus isiatéd indicator of a firm’s alliance
formation behavior. Indeed, much of the empirremlearch in strategic alliances and
marketing strategic alliances uses factors relélde characteristics of firm’s resources
in explaining its alliance behavior (e.g., Oliv&90D; Spekman and Sawhney 1990;
Varadarajan and Cunningham 1995; Das and Teng 2000)

For example, Varadarajan and Cunningham (1995 )eaittat the characteristics
of firms’ resources are one of the forces thauiefice their propensity to form strategic
alliances with each other. For example, they ssigipat brand characteristics such as
brand equity and reputation for product qualitypath the product line and brand level
influence firms’ propensity to engage in coopemstwrategic alliances. In their resource
based theory of strategic alliances, Das and T20@Q) view firm resources as important
indicators of the likelihood of firms entering ingtrategic alliances. More specifically
they argue that there are two related, but distmctives for firms to use strategic
alliances: (1) to obtain others’ resources; andd2gtain and develop one’s own
resources by combining them with others’ resour@dsng the same lines, Eisenhardt
and Schoonhoven (1996) demonstrate that alliamdespglace when firms in vulnerable
strategic position seek the resources they ladutir alliances formation, as well as
when firms in strong social position capitalizetbair assets to form alliances.

In summary, previous research has shown that firesssurce position can have a
significant effect on the firm strategic alliancecgsions. Therefore, it is logical to
assume that the firm decision to brand ally, likeeo forms of alliance decisions, is

likely to be influenced by the characteristicslo# tesources being shared within the
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brand alliance. Since the essence of a brandhedliss the pooling of partners’ brand
names to achieve each partner goals, it is madylikat a firm’s brand alliance behavior
is influenced by the characteristics of the brdmeiag pooled. In the next section, based
on consumer-side brand alliance research, | proghaddorand product quality is an
antecedent that influences the firm’s propensitlgremd ally. This issue has not been

previously examined in either strategic alliancerfation or brand alliance literature.

Partner-Related Antecedents

While individual-level and firm-level antecedentgyiit be useful in
understanding brand alliance formation, the desisboconsummate a brand alliance
might also depend on potential partner-relatedeissiA brand alliance involves at least
two firms; as such a firm decision to enter intarand alliance is likely to be influenced
by antecedents related to the potential partnéesacteristics. Therefore, the third set of
antecedents includes partner-related antecedbfuse specifically, | suggest that overall
organizational compatibility and prior history wihpotential partner firm to influence
the firm formation of a brand alliance with thattoer. In addition, | suggest that at the
brand-level, compatibility and complementarity beén the firm brand and the brand of
the potential partner to influence the firm in fangna brand alliance with that partner.

In what follows | establish the theoretical just#tion for those partner-related
antecedents and how they apply to the contextafdalliances.

Factors such as strategic fit, cultural fit, awalg fit have been found to enhance
the formation and management of inter-organizationaperative activities— see Table

3 in Chapter Il for definitions of these constru@sxton 1987; Ruekert and Walker
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1987; Bucklin and Sengupta 1993; Brouthers 1998miShelburn, and Rogers 1995).
For example, Sivadas and Dwyer (2000) argue tleasticcess of strategic alliances
depends on the strategic fit among partners. DA9Y) stated that among the reasons for
disappointment and frustration from alliances & ¢bnflict in objectives and cultures
between partners. Consistent with this, Tyler &teknsma (1995) in their investigation
of executive’s evaluations of technological colledimns found that the greater the
functional fit between potential partners, the matteactive the collaboration will be to
top executives. More recently, Das and Teng (2p0&3ented a model of alliance
performance in which they propose that the fit lesmwpartner firms holds the key to
predicting alliance performance. Incorporatingadithese factors, Achrol et al. (1990)
introduced the concept of organizational compatybib include strategic, cultural, and
goal fit.

In recap, previous research demonstrated that atioiigy with potential
partners, conceptualized in different ways (etgatsgic, goal, cultural, and functional
fit), is a critical factor in strategic alliancerfoation. Therefore, it is logical to assume
that the firm’s decision to brand ally, like otlstrategic alliance decisions, is likely to be
influenced by the overall organizational compaitpibetween brand alliance partners.

In addition, since the essence of a brand alliatee pooling of the partners’
brand names, it is also likely that the firm’s peapity to ally its brand with the brand of
a potential ally is influenced by the compatibilitgtween the two brands. As discussed
in the previous chapter, strategic alliance resedemonstrated that the compatibility
between partners shared resources are importateat@nts of their cooperation (e.g.,

Dyer and Singh 1998; Harrison et al, 2001). Initgoldl consumer-side brand alliance
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research indicates that the compatibility betweanigpating brands is an important
variable influencing consumers’ evaluation of brafichnces (Simonin and Ruth 1998;
Hadjicharambous 2001; Carter 2002; Boo 2003).

The notion of compatibility or what's called “fith most of the brand alliance
research has been defined and conceptualizedfaratht ways. For example, Simonin
and Ruth model brand alliance evaluations as @tdwaction of consumers’ attitudes
toward each brand, product fit, and brand fit. &ding to the authors product fit refers
to consumer perception of the compatibility betwdentwo products, irrespective of the
brands. For example, a personal computer branddwr@aye a high degree of product fit
with a computer chip brand since personal computees! chips to function properly.

On the other hand, brand fit refers to consumezstgption of brand image cohesiveness
and consistency between the brands involved iraadoalliance. The authors found that
product fit and brand fit significantly affects sumers’ attitudes toward the alliance.
Further, they state that collaborating with lessfable brands could also be successful if
the brand represented a favorable fit in termsrofipct or brands. Therefore, beside the
strategic and cultural compatibility between the fivms which might influence the
formation of brand alliance from the firm leveletlssue of compatibility at the brand-
level is an additional consideration that shouftuence a firm propensity to brand ally
with a potential partner. Compatibility at the thdaevel should be considered in brand
alliances because consumer evaluation of the akiadce is largely influenced by
consumers’ perceptions of the compatibility betwparticipating brands within a brand

alliance.
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Brand alliances are relationships between two arerfirms that come together to
share their brands. Dyer and Singh (1998) argaiefdii utilization of firms’ resources
may require a firm to use those resources in catjom with complementary resources
from other firms. As such, one reason to enter aliances is for firms to leverage their
current set of resources. As a result these famasch for partners that have
complementary resources (Gulati et al. 2000). i8sussed in the previous chapter
several studies have illustrated the importanasofplementarity in strategic alliances
(Varadarajan and Cunningham 1995; Harrison etQfl12Ireland et al. 2002). For
example, Shan and Hamilton (1991) found that complgarity of resources between
domestic and foreign firms were critical to thenfi@tion of cross-border alliances in
biotechnology. Nohria and Garcia-Pont (1991) regat in the global automobile
industry, firms in certain strategic groups forriaaces in a complementary manner with
those in other strategic groups to improve the tisnef their cooperation. Similarly,
Madhok and Tallman (1998) argued that alliancesrevpartners have the potential to
create synergy by integrating complementary ressunave the highest probability of
producing value. Finally, Chung et al. (2000) fdwignificant support for the notion
that resource complementarity drives alliance faromabetween two specific firms. In
summary, research suggests that resource complamnterg a critical factor when
considering strategic alliance formation.

Since the essence of a brand alliance is thenmpoh partners’ brand names, it is
likely that a firm’s engagement in a brand alliamath a specific potential partner is
influenced by resource complementarity at the biamdl. In some situations, a brand

alliance is motivated by the complementarity betwparticipating brands. That is,
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complementarity in terms of usage occasion, brasd@ations, market positioning (Park
et al. 1994, Jones and Boush 2002). This assastiumther supported by consumer-side
brand alliance research where complementarity tvyarticipating brands has been
identified as an important variable influencing somers’ evaluation of brand alliances
(Park et al. 1996; Jones and Boush 2002, 2003s20@4).

Park et al (1996) found that a brand alliance «iimg) of two complementary
brands has a better attribute profile than a peshie between two highly favorable
brands that are not complementary to each otheangthe same lines, Jones and Boush
(2003) hypothesize that complementarity betweetigyaating brands to influence
consumers’ evaluation of the alliance product. @b#ors conceptualize brand
complementarity as a two-dimensional construct isbing of functional as well as
symbolic complementarity. In general, their resulidicate that brand complementarity
plays a significant role in predicting consumengleations of the alliance product.

In conclusion, brand alliance research indicatas ¢complementarity at the
brand- level enhances consumers’ evaluation ofcbadiiances. Since firms intentionally
participate in brand alliances, to leverage thein @rands by associating them with other
brands with the purpose of enhancing consumer atrahs. It's logical to expect that a
firm’s formation of a brand alliance with a specifiotential partner to be influenced by
the complementarity between their own brand angttential partner’s brand.

Empirical work links the extent to which a firm haslirect prior relationship with
a potential partner to the propensity to form relaghips with that firm (Gulati 1995;
Saxton 1987; Levinthal and Fichman 1988). For eplanGulati (1995) found that prior

relationship between the partners influence théngihess to partner with that firm.
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Further more, the author found that previouslyedllirms were more likely to engage in
further alliances. Chung et al. (2000) found digant support for the notion that direct
prior alliance experience drive alliance formatimiween two specific partner firms.
Within marketing strategic alliances context, Butkdnd Sengupta (1993) argue that
direct prior business relationships between pastmeco-marketing alliances are related
positively to the alliance effectiveness. To supprior affiliation, then, influences a
firm’s propensity to ally itself with a particulgartner.

Part of the complexities associated with branéade formation are related to the
assessment of potential partners, their contribubahe alliance, the potential for any
opportunistic behavior, as well as the compatipdihd complementarity with potential
partner firm resources and capabilities, which ntakeformation of brand alliances
difficult and complicated. In this situation, fdrarity with a potential partner firm as a
result of direct prior experience will enable thvenfto better understand their partner and
enhance their ability to assess any considerati@shave with that potential partner.
Therefore, | suggest that prior direct prior expece with a potential partner firm will

influence the firm brand alliance formation witlattpartner.

External Environment

In order to more fully specify the framework of thetecedents of brand alliance
formation, however, | also need to include the iotjmd the environment. No one would
deny that the environment has an important infleemt the firm. The establishment of
strategic alliances as a way of the managing enmemtal dynamism and environmental

uncertainty is one of the major ongoing intereststrategic alliances field (contractor
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and Lorange 1988, Harrigan 1988). More specifycdédlas and Teng (2001) argue that
firms are more likely to engage in alliances inustities that have high degree of
environmental uncertainty. This view holds thati seek to reduce environmental
uncertainty by exchanging resources for mutual fienleurther more, empirical support
has been found for these contentions. For exampl@imrungroje and Tansuhaj (2004)
found that uncertainty in global markets positivelffluence the degree of cooperation in
international co-marketing alliances. Dickson &veaver (1997) found empirical
evidence that perceived environmental uncertaintyenvironmental dynamism are two
significant determinant of alliance use. Thesdlists all suggest that external
environment is a critical factor when consideritrgtggic alliances. Thus, I include
environmental uncertainty and environmental dynamas external environment

variables that influence the propensity to braiyl al

Summary.As mentioned earlier, given the scarcity of pstidid research that
investigated brand alliances from the firm perspecthis study constitutes a first step in
investigating brand alliances at the firm levelthaugh | propose a number of variables
within each group of antecedents that might infieea firm’s brand alliance formation
(i.e., individual-level, firm-level, partner-relateand external environment related), as a
first step, | focus my attention on some of theste@edents that relates to my research
interests and holds potential contributions tolileeature. More specifically, based on
signaling theory and strategic alliance researspeetively, | propose brand product
guality and firm alliance formation competencewas important antecedents of
propensity to brand ally. In addition, | examihe tmoderating effects of firm’s

motivational factors to brand ally and managernsual® toward brand alliances on these
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proposed relationships. This focus was necessatyb reasons. The first is related to
potential contribution of this work. Based on atemsive review of related literature,
this is the first study to theoretically proposel @mpirically examine brand-related
antecedents of firm’s propensity to brand ally. rbtaver, although all other groups of
antecedents proposed in the brand alliance form#&t@mmework (i.e., individual-level,
firm-level, partner-specific level, and external/eanment) have not been empirically
tested within the specific context of brand alliesic A long research tradition in strategic
alliances in both the management and marketingptilses provides consistent empirical
evidence of the influence of these groups withim@ety of other types of inter-firm
alliances (e.g., marketing alliances, new prodesetbpment alliances). Therefore, |
make major contributions on two fronts. Firstjredt my empirical investigation toward
brand-related antecedents, thus allowing for arodppity to test at the firm level some
of the propositions found in the signaling literatu Second, | investigate the role of
alliance formation competence and alliance expeeen the context of brand alliances,
which adds to the generalizability of the findingghe strategic alliance literature related
to this issue.

The second reason | concentrate on those factws@t for example partner-
related issues, relates to data collection iss&ést, my design permits the brand to be
chosen as the study unit of analysis thus alloanghe sampling of different brands
from the same firm. In addition, | expect it woldd difficult to find a sample frame of
firms that have already engaged in brand allian&econd and more importantly, since
my research focus is on the firm’s propensity tanorally, not actual alliance behavior, it

was necessary to sample both firms that chooswrwand ally as well as those that
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choose to brand ally. Not doing so is to biassidmaple toward firms who already
participate in brand alliances (Gulati 1993; Ah2¢®0). Such a sample will not have
enough variation in terms of the firm’s propensdybrand ally. In addition, it will skew

study results toward those firms who already fdwand alliances.

Antecedents of Propensity to Brand Ally

In the previous section | developed a frameworkrahd alliance formation.
This framework attempted to review all relevantaetdent variables of alliance
formation identified in the literature and grough into relevant categories regardless of
how they relate to each other. My goal was n@xglore and generate hypotheses with
respect to the relationship between these variabliegluencing alliance formation.
However, in previous research these antecedentstveated as independent variables,
moderators, and/or mediators depending on then&seantext and research focus (e.g.,
Dickson and Weaver 1997; Tabak and Barr 1999; bdsTang 2002). In this section, |
focus my attention on some of these antecedentsdlades to my research interests and
holds potential contributions to the literature ofd specifically, based on brand
signaling and brand alliance research, | propoardproduct quality as an important
antecedent of propensity to brand ally. In additivased on strategic alliance research, |
propose firm alliance formation competence as arathportant antecedent of
propensity to brand ally. Furthermore, | examime thoderating effects of firm’s
motivational factors to brand ally and managernsual® toward brand alliances on these

proposed relationships. These propositions wikimpirically tested with rigorous
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research methods on a national sample of senidtatiiag executives and brand

managers.
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Figure 6

A Framework of Propensity to Brand Ally

Hypothesis Generation

The Dependent VariableThe dependent variable in this dissertation esfittm’s
propensity to participate in brand alliances. Atwtal evidence suggests that firms differ
in the frequency of their brand alliance behavibor example, Smuckers is engaged in
several brand alliances (with Brach’s Jelly Beams ldellogg’s Pop-Tarts to name two)

while other firms engage in few or no brand alliesic As with any other form of firm
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behaviors (e.g., alliances, branding, etc.) fimfiedin their propensity to enter into
brand alliances (Day 1995; Varadarajan and Cunm@img(1995).

| formally define firm propensity to brand ally tee likelihood that the firm will
engage a brand in brand alliances in the neardutuview this construct as an intentions
construct. That is, it represents managemengtidn to engage in a brand alliance in
the foreseeable future. | propose that a firm’prsity to engage a brand in brand
alliances depends, in part, on the brand produglitgiand firm alliance formation
competence. In this study, | take the perspectivbe firm, represented by its brand

managers, considering brand alliances as a padténtiading strategy.

Independent VariablesThe model in Figure 6 contends that the propgnsit
enter a brand into a brand alliance depends amaki competence and the brand’s level
of product quality. In turn, alliance competenepends on the firm’s experience in
alliance activities, which is referred to in thedebas alliance experience. The
relationship between alliance experience and aéaiompetence should be moderated
by the valence of the alliance experience. That &firm has deep and positive
experience in alliances then the firm will likelgwklop a strong set of skills that enable
effective cooperation with others in these relatlips. On the other hand, if the firm has
little experience with alliances, or negative exgaces with alliances, it is less likely, on
average, to develop a strong set of enabling sKillsee model also suggests that the
effects of alliance competence and the brand’symbguality on the propensity to brand
ally, will be moderated by the decision maker’'stadle toward brand alliances. That is,
even if the firm has a strong set of alliance slalhd top-notch product quality, thereby

enabling effective brand alliances, these assédtsi@tibe brought to bear if the manager
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has an unfavorable view of brand alliances. Lastly proposed model suggests that
three types of motivational factors moderate ttieot$ of alliance competence and the
brand’s product quality on the propensity to enghgebrand in brand alliances. These
factors are internal efficiency, market access@ngenetration, and competitive

pressure. These constructs and the proposedrehips are discussed in detail below.

Alliance Experience and Alliance Competenédliance experience is defined as
the extent of the firm’s involvement in alliancesgeneral (see Table 3 in Chapter II).
Prior experience in alliance activities is impotthacause this is the major venue the
firm and its managers have to learn about managpopgeration, communicating with
partner managers regarding sources of competitivardage, and integrating alliance
output into the firm’s internal processes (Lambgegl@nan, and Hunt 2002, Varadarajan
and Cunningham 1995). An important aspect of itime'$ learning to function in inter-
firm relations involves the development of orgati@aroutines, structures, and
processes that facilitate the acquisition, storegfeieval, and dissemination of
knowledge (Simonin 1997). As firms gain experieimciter-firm alliances managers
learn to identify those special types of knowletitg can be easily transferred to, and
effectively used in, other contexts (Levinthal aidrch 1993). Gulati (1999) suggests
that firms’ alliance experience leads directly peafic skills that improve the
organization’s ability to form and manage allianc&ne important such skill may be the
knowledge of when and where to enter into an atkanOther key skills may include the
identification of suitable partners, identify conmpéntary and compatible resource
profiles, and the capability to create communicasgstems that facilitate cooperation

and coordination among the partners.
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Alliance competence is defined as the organizatiability for finding,
developing, and managing alliances (see TableChampter Il). Alliances are complex
arrangements that regularly demand approval fromtipheiauthorities at different levels
within the firm, require joint decision making t@stin a routine basis, as well as
considerable insight and deftness and managingaeships that may or not have
contractually agreed roles and rules (Gulati 199%)iance competence is a toolbox of
acquired skills that allow managers to meet theatata of the cooperative venture
without causing undue stress on the organizationtaremployees. Because research
has shown that alliance competence is generallgldpgd over long time horizons (see
Day 1995; Lambe, et al 2002; Simonin 1997), it idely thought that a firm will need to
participate in several alliances over a periodroét rather than a single alliance (Lambe
et al. 2002). Firms that lack the necessary stallse effective partners in major
alliances are thought to develop their skills bytipgoating in a series of smaller, less
involved alliances from which they learn.

From the foregoing, it is clear that alliance exgece and alliance competence
are tightly linked constructs. Alliance competenggresents a set of specific skills
useful in alliance relationships. These skillslawdt through experience in these inter-
firm relationships. Prior research has shown aiaant relationship between these two

variables (e.g. Gulati 1999; Lambe et al. 2002)us],

H1: Alliance experience is significantly relatedalliance competence.

However, previous research can be criticized becthesrelative quality of the

experience in alliances has been ignored. For pkar@ulati (1999) asserts that alliance
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formation capability is a function of alliance exigece, but ignores the valence of the
experience and never empirically tests the propwositLambe et al. (2002) confuse the
issue by considering alliance experience a dimensi@lliance competence. However,
experience is an arena in which needed skills esacljuired and improved, it is not
itself a skill. Further, their measure of alliareogerience focuses on the number of
alliances in which the firm has participated, tibgregnoring the quality of the
experience. In this dissertation, | propose thatvalence of the firm’s prior experience
in alliances will moderate the relationship betwa#iance experience and alliance
competence.

Operant learning theory suggests that the qualigxperience is an important
determinant of how the firm develops skills andatalities. The learning curve
principle suggests that skills become well-practiaad routinized after many repetitions
of the behavior. When experience is positivecis @as a reinforcing mechanism that
rewards and encourages repetition (Skinner 19B6@rganizational learning research, it
has been shown that once firms build a capabhigy tend to engage in repetition to
refine and improve the capability (Amburgey, Kebiyyd Barnett 1993; Gulati 1999,
Levinthal, and March 1993; Nelson and Winter 198&jhen experience is negative on
the other hand, it tends to encourage adaptivevio@hiat inhibits repetition (Skinner
1966). In fact, negative experiences may leadditonterminate their participation in
alliance activity, thereby negating the opportundtylevelop alliance competence

(Skinner 1966). | therefore hypothesize:

H2: The relationship between alliance experiemzkalliance competence is

different at different levels of valence of expeue.
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Alliance Competence and Propensity to Brand.ARyeviously, | defined the
propensity to brand ally as the likelihood that fin@ will engage a brand in brand
alliances in the near future. | view this constrag an intentions construct. That is, it
represents management’s intention to engage iaradtalliance in the foreseeable future.

When firms have a high competence in finding, depielg, and managing
alliances cooperative relationships with other firiey should have a higher propensity
to seek out alliances of all types, including brafihknces. This line of reasoning has
been explored in the strategic alliances literatlrer example, Boeker 1997 suggested
that firms with strong alliance competence may tigyvenindsets that focus attention on
finding and forming new alliances. Empirical supgpeas found for this idea by Gulati
(1999) and Simonin (1997).

Anecdotal examples exist of firms within strategliiances implementing brand
alliances as part of their wider cooperative schef@ example, Northwest Airlines and
KLM Dutch Airlines entered into a strategic alli@#@art of which included a common
logo that joined both of their brand marks and draames together in one symbol
(Valente and Carey 1989). The research review&hapter 2 shows that there are
many benefits from engaging in brand alliancedir with high alliance competence,
one that is searching for opportunities to use eaatpve relationships for mutual
advantage, should be interested in realizing timetits that brand alliances can provide.
A principal benefit that can accrue is brand buiddi Brand building is a function of
positioning the brand in ways which allow the cansuato connect it with quality
(Erdem and Swait 1998). Such placement strengtifienassociations consumers have

regarding the brand’s quality. Thus, firms can i@ acquired capabilities in forming
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alliances to enter brand alliances that help furtheir own brand’s reputation as well as
furthering the reputation of their partner’s braricherefore,
H3: Alliance competence is significantly relatethathe propensity to brand

ally.

Product Quality and Propensity to Brand AllYA unique contribution of my
dissertation is the addition of brand-related fexcts an explanatory variable for the
propensity to engage in brand alliances. | relgignaling theory as a base to explain the
importance and function of the variables in my @ptoal model (Figure 6). However,
the inclusion of brand-related factors is a natfitatithin the conceptual traditions of
strategic alliance research. This is because nr&ds&® in strategic alliances explicitly
recognize the importance of resource-related fagtoexplaining alliance behavior. And
a brand is a strategic resource for most firms.

Product quality is the superiority or excellenceagiroduct when compared with
alternatives from competitors (Zeithaml 1988). derct quality plays a fundamental role
in the theory of signaling with brand names. Qumedaimental premise in signaling
theory is that consumers need a method of distaingng the quality of brands (Akerlof
1970) in situations when product quality is notdimible prior to purchase (Nelson
1970, 1974). Importantly, signaling theory contetitat the manufacturer of the brand
has superior insight into the actual quality of linand relative to the customerswhich
is an example of information asymmetry (Stigler )6When such information
asymmetry occurs, the party with superior informtwvill find it profitable to signal the

other party as to what is the actual state of &ffgao and Reukert 1994).
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While there are many potential methods by whicam$imay signal customers, the
brand name is one of the most researched mecha(dmdof 1970; Erdem and Swait
1998; Montgomery and Wernerfelt 1994; WernerfeB8;%s well as many others). The
brand name is an important signaling device becruseates a separation equilibrium
(Spence 1974). Building a well-known, reputableniar name takes a significant
investment of both time and money. Since the braade identifies the manufacturer it
effectively enables the customer to sanction tgeader in monetarily harmful ways (Rao
and Reukert 1994; Rao, Qu, and Reukert 1999). ,Thisseconomically inadvisable for
a low quality firm to cheat by signaling high qumli In the face of this disincentive, only
well-known brand names connote superiority in teafngroduct quality (Akerlof 1970;
Rao and Reukert 1994). That is, while firms thatket low quality products may utilize
brand names, they have an economic disincentieagage in brand building exercises
that build reputation and enable signaling (Montgoyrand Wernerfelt 1992). In
essence, low quality firms need not have well-kndnands because when customers do
not know the brand, or do not connect strong quabtociations with the brand, the
customer will assume the brand is of the low quajipe (Akerlof 1970).

The conclusion that must be reached is that fitvas affer low quality products
will not engage in signaling, while those that offégh quality products may engage in
signaling. | note here that there is an importhsiinction among the high quality
brands. This distinction is based on the brangpsitation. In other words, while many
brands may be high quality, some of them will bdskeown in the marketplace-
customers will have connected high quality with Itihend in such a way that they

interpret the brand as a mark of quality. On ttieeohand, other high quality brands,
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because they may be new brands in the marketptdmecause they have not engaged in
building a reputation for high quality, will find difficult to signal quality using their
brand name.

In their seminal paper, Rao and Reukert (1994) gseg that brand alliances are
useful for high quality firms that are handicappedignaling their true quality. That is,
Rao and Reukert suggest that brands with bothdughity and strong reputation can ally
with brands that are of high quality but lack teputation necessary to send credible
signals. Erdem and Swait (1998) and Rao, Qu, ank&t (1999) provide empirical
support for the notion that credibility is requirkal successful signaling with brand
names and brand alliances. Thus, high qualitydioiboth types, strong reputations for

quality and no/weak reputation for quality, may @ge in brand alliances. Accordingly,

H4: Product quality is significantly related to thepensity to brand ally.

The Moderating Role of Attitude Toward Brand Altas An attitude is a
relatively enduring, positive or negative evaluatad stimuli (Cohen and Areni 1982).
In a conceptual paper, Varadarajan and Cunningl@9b] argue that management
attitude towards alliance should be related tditin@s propensity to enter strategic
alliances. This idea is also captured in Hambaict Mason'’s (1984) conceptual
framework of management characteristics’ effectmamagerial decisions. While this
idea has not been explicitly tested, the resuliBytér and Steensma (1995, 1998)
support the idea that managerial perceptions agditton effect managerial decision-

making.
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In this dissertation, | consider the more speaéise of management attitude
toward brand alliance ). Expanding on the provocative ideas of Varaderand
Cunningham (1995) | suggest thai,Awill have a moderating effect on the effect of
alliance competence on the propensity to engabeaind alliances. For example, a firm
might have built considerable alliance competeraréiq@pating in strategic alliances but
if the managers in the firm have negativgaAthe firm would be unlikely to have an
intention to engage in brand alliances in the ®ituwWhy would a manager have a
negative Aa? One reason is that brand alliances, unlike nstnayegic alliances, are
publicly visible phenomena. Research in allianodgates that many firms value the
strategic alliance specifically because it can bempublic form of communication
(Voss, Johnson, Cullen, Sakano, and Takenouchi)20Dbe of the competencies that
manager’s may develop is that of keeping the caiper effort out of the public eye.
Managers with this perspective may naturally shgyafwom the more publicly visible
forms of strategic alliances, including brand a@das. Another reason is the perceived
risk of the transaction. Brand alliances connect brands together in the public eye, for
good or for bad. As the research of Simonin anthR1998) show, the effects of brand
alliances, whether positive or negative, will spiér onto all the brands involved in the

alliance. Thus,

H5: the relationship of alliance competence onpitopensity to brand ally is

different at different levels of manager’s attitudevard brand alliances.

By the same reasoning | suggest thgt #ill moderate the relationship between

product quality and the propensity to brand allyhen a manager has an unfavorable
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Aga, that manager will be unlikely to enter the bramd a brand alliance, irrespective of
the brand’s attributes. On the other hand, ifentris of the high quality type and the
manager has favorablesA then brand alliances will be a more viable optidimus, | am
suggesting that for the firm to possess strongdsdiance intentions it must have both a

high quality brand and managers with positivg A

H6: the relationship of alliance competence onpitopensity to brand ally is

different at different levels of manager’s attitudevard brand alliances.

The Moderating Role of MotivatiorResearch in strategic alliances has long
recognized the role of motives in the formationmér-firm cooperative arrangements
(Achrol, Scheer, and Stern 1990; Glaister and BayckB96; Spekman and Sawhney
1990; and Varadarajan and Cunningham 1995). #ndissertation | consider three
specific types of motivation that play a role ie tfirm’s brand alliance intentions. | view
these motivations as being equally applicable th bgpes of high quality brands, those
for which the consumer has established connechetwseen the brand and quality and
those for which the consumer has not establishaedexdions between the brand and
guality. These three are referred to as markey emtpenetration, efficiency, and
competitive pressure in my conceptual model (Fig)rel will discuss each of these
three in turn.

Market entry or penetration refers to the firm’sides to build sales in new or
different product markets or in new or differentintry markets. Previous conceptual
work by strategy scholars has indicated that atkgrcan be useful for firms entering new

product or country markets. For example, Varadarand Cunningham (1995)
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suggested that alliances can enable firms to civemtrentry barriers, broaden product
lines or fill product line gaps, acquire new skidsd or shape industry structures.
Alliances can also be useful in international exgoam since firms can utilize cooperative
partnerships to overcome their lack of local makketwledge and their lack of access to
distribution channels (Glaister and Buckley 199@ratlarajan and Cunningham 1995).
Thus, alliances provide firms the opportunity téef their own weaknesses with the
strengths of their cooperative partner.

In the same way, a brand alliance allows a lessvhnanfamiliar brand to offset
its weakness with the strength of its brand allieputation (Rao and Reukert 1994; Voss
and Gammoh 2004). That is, firms that perceive thigh quality brand’s sales potential
in a new or different market is inhibited by thestamer’s lack of quality associations
may find a brand alliance useful in correcting ttieficiency. For example, Voss and
Tansuhaj (1999) argued that brand alliances werkilUfor entering a brand in a foreign
market in which the brand is not well known. Camsety, if brands do not have strong
sales motives for their brand, for example if tley selling all they can produce, then

alliances will not be an appealing option. Thus,

H7: The relationship between product quality arelglhopensity to brand ally will

be different at different levels of market entryp@netration motivation.

H8: The relationship between alliance competencetla@ propensity to brand

ally will be different at different levels of markentry or penetration motivation.

! Importantly, | am not arguing the all firm’s wighrong market entry or penetration goals will ussnd
alliances, only that firms that lack such motivatisill see no advantage is using a brand alliances.
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Efficiency motivations revolve around the firm’ssies to increase marginal
profits by reducing costs or by choosing the loveestt alternative that provides a desired
benefit. While all firms are assumed to have eficy as a motive, | am more concerned
with how the firm attempts to achieve efficiendnce again, alliance researchers have
held that alliances can allow firms to achievead#incy. For example, Varadarajan and
Cunningham (1995) suggest firms may achieve effyey sharing distribution
channels, sales force, or warehousing. The saeaehids been evidenced in the brand
alliance research. Voss and Tansuhaj (1999) stepydsat brand alliances allow firm
entering new international markets to achieve biamdreness and market coverage at a
lower cost than going it alone. Firms, howeveat #ho not believe that a brand alliance
can allow them to improve efficiency will not haas strong an intention to enter their
high quality brand into such a cooperative agreeme&hat is, when a firm sees the brand
alliance relationship as a viable method of aclmgvis efficiency goal it will be more
likely to engage in brand alliances than firms thaiot perceive the brand alliance as a

useful tool for achieving efficiency.

H9: The relationship between product quality areglopensity to brand ally is

different at different levels of efficiency motiva.

H10: The relationship between alliance competencetiae propensity to brand

ally is different at different levels of efficienegotivation.

Competitive pressure motivations involve the firmd&sires regarding a valued
market position. The brand’s position in the maikeffected by the position attained

by its direct competitors (Hauser and Shugan 1B@@er, Payne, Puto 1982). Thus, if a
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competitor takes an action with respect to its dygmessure is felt by the other firms in
the market. For example, when a firm enters api@guct in a market a destabilizing
effect occurs that forces competitors to respormaté® 1980). The same effects may be
observed if the firm increases its level of adwang, opens new distribution channels, or
engages in a brand alliance. Thus, firms thattfeslbrand alliances are necessary to
maintain their position with respect to their conioes will be more likely to engage in
brand alliances than firms that do not feel sudsgure. Once again, competitive
motives have also been considered in prior puldisteategic alliance literature (see

Achrol et al. 1990; Spekman and Sawhney 1990; \éagadn and Cunningham 1995).

H11: The relationship between product quality dregropensity to brand ally is

different at different levels of competitive motiicmn.

H12: The relationship between alliance competencetiae propensity to brand

ally is different at different levels of competigmotivation.

Chapter Summary

This chapter started with a discussion of sonth@fpotential avenues for
research into firm brand alliance behavior. Nextpnceptual framework of the
antecedents of brand alliance formation was digzis&inally, a subset of this
framework, which will be empirically tested in thdsssertation, was presented. As such,

this section included detailed definitions of consts and generated testable hypothesis.
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Next chapter present the research design and n@tgydused to empirically test these
hypotheses. In addition, the next chapter desaniloetail procedures for the data

collection, the development of the new scales Ardrieasurement instrument.
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CHAPTER IV

RESEARCH DESIGN AND METHODOLOGY

This chapter is organized into three sections. fireesection discusses the
research design and methodology used in data tiolecThis includes identifying the
study sampling frame, choosing the survey appradesgribing procedures for the
selection of key informants, providing a detailescdssion of the data collection
procedures, and reporting the response rate andasponse bias assessment. The
second section discusses the measurement aspéuits sttidy including the
operationalization of study constructs and the graent of the measurement
instrument. Finally, section three briefly presetiite type of data analysis techniques
and procedures that were used for data analysasunement quality assessment, and

hypotheses testing.

Research Design

Population

The target population of this study is brand nameke United States. A brand
name was selected as the unit of analysis in thdydor the following reasons: first, the
research objective is to study the antecedentsedfitm’s propensity to engage a specific
brand in a brand alliance; second, this will alkmwthe inclusion of multiple brands for

the same firm.
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Sample Frame

Since the study focused on the propensity to engagecific brand in a brand
alliance, ideally the brands under study would haeen drawn from the total population
of all brands in the U. S. There is no convengampling frame of all brands in the U. S.
Nor was it practical, or even feasible, to condteusample frame for such a widely
dispersed and constantly varying population.

As a result, in this dissertation, | chose to usexsting sample frame that while
not completely comprehensive in its coverage of. bUr&@nds, is large enough that it
contains a reasonable diversity of brands and firmall geographic areas, in 44
industries. The specific sampling frame choseritig study was “The BrandWeek
Directory” of brands provided by VNU Business Puahtions, the publishers of Adweek
and BrandWeek magazines. This directory includestiag of 6,900 U.S. brands with
the firm’s name and 18,000 personnel associatddtiwitse brands at both the corporate
and brand marketing level. Marketing and branell@xecutives associated with these
brands listed in the database were chosen as mspisn This sampling frame represents
a reasonable approximation to the overall poputadicthe study, and selection bias

should be minimal.

Survey Approach

The survey research approach was selected fosttiy. Survey research is a
common research approach that has been usedrgeaniamber of marketing and
strategic alliance research studies that measwored sf the variables of interest in this

study (e.g., Sengupta and Bucklin 1993; Tyler arse§&sma 1995, 1998; Lambe et al.
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2002). This approach has several advantagesalliies researchers to study
geographically dispersed populations fairly quickhd at a relatively low cost
(Deshpande 1982). In addition, the survey appreaecibles researchers to obtain
information about a firm by collecting data fromeszed people within the organization
who are highly knowledgeable about the phenomedarnstudy (i.e., key informants)
(Campbell 1955).

The measures used in this study record individaatgptions of the brand’s key
decision-makers about their firm (alliance expereervalence of experience, alliance
competence, motivational factors to brand ally, prapensity to brand ally), the brand in
guestion (level of brand product quality), and tkseines (i.e., attitude toward brand
alliances). More specifically, a self-report quashaire survey was conducted among
key informants associated with brand managemeiddrige firm (senior marketing and
brand executives) to obtain information on the petelent variables and the dependent
variable (a detailed discussion of the survey dgwelent and pre-testing procedures is

provided in the next section).

Key Informants.Senior marketing and brand executives (e.g., presidents of
marketing, chief marketing officers, Chief branfiadrs, marketing directors, senior
brand managers) who have been directly responaiftlenvolved in decisions and
activities associated with brand development andagament issues are key informants
in this study. These individuals are at a levehia firm’s hierarchy were they are likely
to be well informed and knowledgeable of significsimategic issues in the firm, such as
strategic alliances. Therefore, the respondents wea position that enables them to

provide an accurate perspective related to thelnrael constructs examined in this study
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(e.g., alliance formation competence). | took stap recommended in the literature to
gualify key informants in this study. Following Kiar, Stern, and Anderson (1993) |
administered a set of global questions to asséssriant competency. These questions
included items assessing the manager’s experiante industry, inside the firm, and
with the specific brand as well as a series of tjoes designed to reveal the informants
perceived qualification to report on the issuethia study. Specifically, | asked
informants to respond on a 1 to 7 Likert-type sealehored by strongly disagree to
strongly agree to nine different items. Those gaaped into the respondent level of
competence in assessing issues related to firmeyatip experience, skills, capabilities,
as well as motivations with respect to the branquestion. (e.g., | have adequate
knowledge to assess this firm’s experience witp@esto managing relationships with
other firms.” A detailed description of study resplents and their competence

assessment is provided in the next chapter.

Key Informants Selection and Data Collection Proced

Once the sampling frame was obtained, the firgt at&s to select a large initial
random sample (n = 9,985) of potential subjectextNthe 9,985 potential subjects were
examined to delete duplicates (duplication occumedany cases because one subject
was often responsible for the marketing/brandingsiens for more than one brand
within the same firm), subjects who occupied a naarketing and/or non-brand level
positions, and subjects with missing critical imf@tion (e.g., the brand name, the firm’s

name, contact information, etc.). Of this samp|664 subjects were removed for one or
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more of the previously discussed reasons, thusgcned the initial sample pool to (n =
4,021) subjects each representing a distinct brand.

| implemented Dillman’s (1978) recommendationsmpiove survey responses
in the data collection procedures. Because relsdes shown that response rate is
maximized with incentives and pre-notification enminder follow-ups (Helgeson, Voss,
and Terpening 2002), several procedures were wsetprove response rate. First, as
discussed next respondents were phone contactetvance of sending the questionnaire
to solicit their participation. Second, resporsgentives were used to encourage
response (i.e. sharing a summary of the findingsaa$2 donation to the American Red
Cross Hurricane Katrina Fund for every completarretd survey). Third, approximately
three weeks after the survey instrument was sesgteeing participants, a reminder
phone call, e-mail, or fax, was delivered to thad® had not responded at that time.

Data collection involved a series of contacts tmatsisted of multiple phone
calls, faxes, and/or e-mails over fourteen weekoggrom early September to early
December. As a first screening step and in arteficfacilitate response rateohone
calls were placed to each of the 4,021 potentiajlestis in an attempt to verify their
position, solicit their participation, assess tlmmpetence to participate in the study, and
ask for their preferred survey delivery method.(ineail, fax, or e-mail). When subjects’
disqualified themselves from participation, theyavasked to provide a referral to a
more suitable potential respondent in their firgameling the named brand.

A first phone call was made to each potential stibjé the potential subject

could not be reached, | left a voice message oortier voice mail or left a message

2 Recent research demonstrated that committed resptsdre much more likely to actually
respond (e.g., lyer 2001).
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with the secretary. The phone conversation andniesage left consisted of a brief self-
introduction and a short description of the rededtte incentives, and my phone
number. Respondents were asked to call back. efdadidw-up phone calls to those
who had not responded to the phone call withinnavieeks after the initial phone call.
The respondents were informed that the approxitmateto complete the study was
about 15 minutes.

As a result of the phone calls, out of the inifi@R1 subjects 2065 were
determined to be wrong contacts and were remowed fhe sample pool for one of the
following reasons: wrong phone number, the bramd/fs no longer in the market, the
subject no longer works for the firm, and or thbjeat no longer in a marketing or brand
management position. Out of the remaining 1,9%fests 632 were reached and the
remaining 1,324 were unreachable, even after mialtallbacks and voice messages.
Out of the 632 subjects actually contacted 513 (8d§teed to participate, 119 declined
(19%). Corporate policies that prevented surveti@pation and busy work schedule
were the most frequently cited reasons for dedalnin

Surveys were delivered to the (513) committed pigaints according to their
preference either by mail, fax, or e-mail. Eachletkenvelope included the study
guestionnaire, a self-addressed pre-paid returalepg, and a personalized cover letter
on Oklahoma State University letter head. Faxelided an identical cover letter on
Oklahoma State University letter head along withghrvey, whereas, e-mails consisted
of the cover letter with an attached electronicsiaar of the survey. In the three survey
delivery methods, the cover letter stressed thentiat benefits that will accrue to the

academic and professional discipline in brand mement from this project. In addition,
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respondents were assured of confidentiality anereff a report of the results of the
survey if interested. To boost response rate gstdbwere asked to return the survey via
the provided return reply envelope if mailed tonthéy fax or mail if faxed to them, and
by mail, fax, or e-mail if it was e-mailed to therAfter approximately three weeks, a
follow-up phone call or e-mail reminder was sentdonmitted subjects who had not

responded by that time.

Response Rate and Non-Response Bias Assessment

Out of the 513 participants who agreed to partted®5 completed and returned
the questionnaire for a response rate of 38%. IBBesubjects participating in this study
represent 195 distinct brands. All of the questares were carefully examined to assess
the responses. Thirty seven of the questionnaiezs unusable due to missing data on
measures that are essential for testing the stingystheses; these were excluded from
subsequent analysis. Most of the remaining queséines with missing data were those
in which respondents had declined to provide inftran regarding sales for the brand,
revenues for the firm, or some demographic inforomeébout themselves. However,
these data were not essential for testing the dtydgtheses, and thus all remaining
respondents were included in the analysis. As,dhehusable response rate is
approximately 30.8% (158/513).

A potential source of bias in this study is nonpsse bias. Non-response bias
occurs when there is a systematic difference betweerespondent firms and the non-
respondent firms (Parasuraman 1991). In ordessess whether there was any non-

response bias, two methods were adopted.
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The first is the comparison between the early ateldlesponses as recommended
by Armstrong and Overton (1977). All survey respeswere divided into early and late
response groups on the basis of their arrival daleseceived surveys were time and
date marked upon receipt). This approach has bseshin other, similar research to
assess non-response bias (e.g., lyer 2001). Queatres received from the initial
mailing within the first four weeks after sendingvere considered early responses. The
rest of the returned questioners who were receangylafter a reminder was sent were
included in the second group as late responses rasult, 159 responses or 81.5% of
total responses were included in the early respgragp, while the remaining 36
responses or 18.5% of total responses were inclundine late response group.

Next, potential non-response bias was assessednyaring the firms in the
early response group to the firms in the late resparoup with respect to the number of
employees and the annual sales. Using a chi-sgiféeeence test, it was determined
that there were no significant differences=(.05) in both the number of employegs=
10.034, df = 7, p = .187) and the annual sales grearly and late response grougs<
4.048, d f=4, p = .4). In addition, a chi-squast was performed to compare the
demographics of respondents between early anddsp®nse groups in terms of
education. No significant differences£ .05) in respondents level of education among
early and late response groups were fogd (1.974, df = 4, p = .740). In addition, the
means of the major constructs in this study weea tompared in both groups through a
series of ANOVA tests. No significant differencasvfound (see Table 6). Based on
these results, non-response bias was not an imgl#ctor in the analysis of the survey

data.
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TABLE 6
MEAN DIFFERENCES BETWEEN
EARLY RESPONDENTS VS. LATE RESPONDENTS

Factor df F Significance*
Alliance Experience 1,180 1.498 0.223
Valence of Alliance Experience 1,176 0.454 0.501
Alliance manager development

capability 1,180 0.55 0.459
Partner Identification Propensity 1,180 1.277 0.260
Brand Quality 1,193 0.024 0.877
Attitude to Brand Ally 1,170 2.425 0.121
Propensity to Brand Ally 1,190 2.325 0.129
*p<.05

Second, a comparison between incomplete surveysanglete surveys was
conducted. This was based on the assumptiondlpbndents who have excessive
missing data were more similar to non-respondeAtsa result, the 37 non-usable
responses (19% of total responses) were includdteimcomplete response group,
while the remaining 158 responses (81% of totglaases) were included in the
complete response group. Analyses are conductsektd there is any difference
between these two groups on the available demogrdpha that might have contributed
to the excessive missing data. Chi-square testdtseshow that the incomplete response
group did not differ significantlyo{ = .05) from the complete response group in terims o
the number of employeeg’ (= 6.595, df,= 7, p = .472) and annual sa}és=(8.673, df,=
6, p = .193) suggesting that non-response biaswaiga significant problem in this
investigation. In addition, ANOVA tests were ugedietermine if there were any
significant differences between the two groupshtenstudy major constructs. The means
of the major constructs in the two groups were camap and it was found that there were

no significant differences in responses (see Talte details).
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TABLE 7
MEAN DIFFERENCES BETWEEN
COMPLETE RESPONSES VS. INCOMPLETE RESPONSES

Factor df F Significance*
Alliance Experience 1,180 0.534 0.466
Valence of Alliance Experience 1,176 0.420 0.518
Alliance manager development
capability 1,180 0.209 0.648
Partner Identification Propensity 1,179 0.033 0.855
Brand Quality 1,193 0.137 0.711
Attitude to Brand Ally 1,170 0.647 0.422
Propensity to Brand Ally 1,190 1.086 0.299
*p<.05

Measurement

This study is based on perceptions of key inform#mm participating firms
regarding individual-level, firm-level, and branelel factors that influence the firm’s
propensity to brand ally. As such, a self-admerst questionnaire was designed. |
review the scales used in this study below. Inddpat and dependent variables in this
study were operationalized using multi-item measagesuggested by Bagozzi et al
(1991) and Churchill (1979). A comprehensive deafcexisting scales that address the
variables of the conceptual framework was condutttesligh detailed review of the
literature on strategic alliances and marketingtaBlished measures and scales were

used after adjusting them to the brand alliancéecdn

Dependent Variable

The firm’s propensity to brand ally is the depertderiable in this study.
Propensity to brand ally is defined as the liketiidhat the firm will engage a brand in

brand alliances in the future. This constructespnts management’s intention to engage
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in a brand alliance in the foreseeable future.pengity to brand ally will be measured

through the use of three-item scales tapping taedbmanager’s perceptions of the

likelihood that their firm will engage the brandder consideration in a brand alliance in

the reasonably near future. This approach is basedork in the strategic alliance

literature (Harrigan and Newman 1990; Shan 199@erTand Steensma 1995, 1998;

Chung et al. 2000; Ahuja 2000). For example, Tglel Steensma (1995, 1998) used

two-item scale to measure executive’s assessmeaatential technological alliances.

One of the items asked executives about the privyabiat they would pursue a given

relationship on a seven-point Likert scale anchdmgtivery low/very high”; the other

one assessed the relationship attractiveness éd#e 8 for items).

TABLE 8
PROPENSITY TO BRAND ALLY

. - : , Very
What is the probability that this brand will  improbable
participate in a brand alliance in the
1 2 3 4
foreseeable future?
Very

Low

What do you think are the chances that your
firm will engage this brand in a brand
alliance in the foreseeable future?

1 2 3 4

Very
How likely is it that your firm will engage Unlikely
this brand in a brand alliance during the r

year?

1 2 3 4

Very
Probable

7

Very
High

Very
Likely
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Predictor Variables

Alliance Experience Alliance experience was defined as the extefitrofs
involvement in alliances in general. Previousaaltie experience was measured using a
three-item scale utilized from Lambe et al. (2002his measure operationalizes alliance
experience as the quantity and depth of the fiewjserience in cooperative inter-firm

arrangements (see Table 8 for items).

TABLE 9
ALLIANCE EXPERIENCE

Please circle the number that best reflects youal lef agreement or disagreement with each
of the following statements regarding your firmiperience in alliances in general.

Strongly Strongly
Disagree Agree
Our firm has a deep base of partnership 12 3 4 5 6 7
experience.
Our firm has participated in many alliances. 1
Our firm has been partner in a substantial 1 2 3 4

number of alliances.

Alliance CompetenceAlliance competence was measured by utilizing@: t
dimensional scale developed by Lambe, SpekmanHantl(2002). This scale attempts
to capture only two of the many possible dimensiralliance competence: the
development of managerial capability with respedhter-firm cooperation and the
firm’s activity in searching out new alliance pats. While this may be a shortcoming,
the scale was shown by Lambe et al. to discrimiaateng firms with respect to alliance
competence. Accordingly, | am using the scaleea®ldped by Lambe et al. However,
as a practical alternative, | am including in thevey a global measure of alliance

competence. Both of these alternatives are showialble 10.
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TABLE 10
ALLIANCE COMPETENCE

Please circle the number that best reflects yousl lef agreement or disagreement with each
of the following statements regarding your firmigaace experience.

Strongly Strongly
Disagree Agree

Alliance Manager Development Capability
Our firm has programs to develop
capable alliance managers.

Our firm understands how to produce
effective alliance mangers.

Our firm effectively trains competent
alliance managers

Partner Identification Propensity
Our firm actively searches for
promising alliance partners.

Alliances that can help our business are
sought out by our firm

Our firm is consistently seeking
partnering opportunities.

Global Alliance Competence

Our firm is highly skilled at those

specialized tasks required in alliance 1 2 3 4 5 6 7
relationships

Our firm has developed a wide range

capabilities in the area of inter-firm 1 2 3 4 5 6 7
cooperation.

| feel confident that when it comes to

alliances, our firm can fulfill all of its 1 2 3 4 5 6 7

required roles.

Brand Product Quality Product quality is defined as the superioritgt an
excellence of a brand/product when compared withpmiitors’ alternatives in the eyes

of the customer (Zeithaml 1988). The construct maasured using a five-item Likert-
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type scale developed based on the work in Atual@me (1995) and Atuahene-Gima

and Murray (2004). See Table 11.

TABLE 11
BRAND'S PRODUCT QUALITY

Please circle the number that best reflects yoal lef agreement or disagreement with each
of the following statements regarding this brand.

Strongly Strongly
Disagree Agree
This brand is of high quality. 1 2 3 4 5 6 7

This brand has superior product quality and 1 2 3 4 5 6 7
reliability.

The quality of this brand compares well w 1 2 3 4 5 6 7
competitors' brands.

This brand has the highest quality in the 1 2 3 4 5 6 7
market.

This brand is of higher quality than the 1 2 3 4 5 6 7

principal competing products.

Moderator Variables

Valence of Experiencd operationalized valence of experience as ¢tadive
positive-ness and or negative-ness of the firnliaraie experience. Valence of alliance
experience was measured with a four-item, sevemt htert-type scale measuring the
quality of firm’s previous alliance experience. ddease the negative and positive are
probably negatively correlated dimensions of vademchose to measure only the
positive dimension. The scale items were drawmf&engupta and Bucklin (1993) after
adjusting the items to fit the construct as defimethis study. The scale is displayed in

Table 12.
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TABLE 12
VALENCE OF ALLIANCE EXPERIENCE

Please circle the number that best reflects your lef agreement or disagreement \
each of the following statements regarding younrexperience in allianc

Strongly Strongly
Disagree Agree
The history of our partnership experier 12 3 4 5 6 7
may be characterized as positive
favorable.
Overall, our firm partnership experiet 12 3 4 5 6 7
over time has been rewarding and satisfying.
The relationships that my firm has had ¢ 12 3 4 5 6 7
time were very productive.
Our firm's relationships have be 12 3 4 5 6 7
worthwhile.
In general, my firm's overall experience v 12 3 4 5 6 7

alliances has been extremely gc

Attitude Toward Brand AlliancesThe literature indicates that managerial
attitudes influence the firm’s alliance decisios attitude is a relatively enduring
overall favorable or unfavorable evaluation ofiensti. | utilize a relatively standard
measure of attitude (e.g., MacKenzie, Lutz, ana&cB&986; Miniard, Bhatla, and Rose
1990) that includes three-items using seven-p@ntasitic differential scale (see Table

13) to measure managers attitudes toward braraheds.

TABLE 13
ATTITUDE TOWARD BRAND ALLIANCES

For each item below, please circle the number stasethe adjective that you believe best
describes your feelings toward brand alliances.

Bad 1 2 3 4 5 6 7 Good
Favorable 1 2 3 4 5 6 7 Unfavorable
Positive 1 2 3 4 5 6 7 Negative
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TABLE 14
MOTIVATIONAL FACTORS

How important is each of the following factors imtivating your firm to enter this
brand into a brand alliance?

Extremely Extremely
unimportant important
Market entry/penetration motives
Stimulating sales of brand products. 1 2 3 4 5 6 7
Access to important new markets. 1 2 3 4 5 6 7
Gain presence in new markets. 1 2 3 4 5 6 7
International market access. 1 2 3 4 5 6 7

Efficiency motives

Minimize/sharing brand development
costs.

Sharing of brand advertising.
expenditures.

Lower production cost. 1 2 3 4 5 6 7
To pool resources. 1 2 3 4 5 6 7
Minimize product-lunching cost. i1 2 3 4 5 6 7
Long-term profitability. 1 2 3 4 5 6 7
Minimize marketing cost. 1 2 3 4 5 6 7
Competitive pressure motives
Gain competitive market power. 1 2 3 4 5 6 7
To follow the lead of competitors. 1 2 3 4 5 6 7
Improve competitive position. 1 2 3 4 5 6 7
Maintain market position. i1 2 3 4 5 6 7
Reduce competition. 1 2 3 4 5 6 7
Attain market leadership. 1 2 3 4 5 6 7

Motivational Factors Based on literature in strategic alliances aiaahdb
alliances, three major motives for brand allianeese identified. They are market

entry/penetration, efficiency, and competitive gree motives. The measures for these
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constructs are presented in Table 14 above. This $ollows previous work in strategic
alliances literature (e.g., Parkhe 1993; Kasouf@allich 1997). For example, Parkhe
(1993) assessed the firm’s strategic need to amtealliances by asking executives
about the importance of different needs (i.e., wed) that drove firm’s entrance into a

strategic alliance (e.g., defensive strategic atkato reduce competition).

Control Variables

An important consideration in this study was totcolfor the differences
between firms in terms of individual manager tréstisch as the managers years of
experience and education), firm-related charadtesigsuch as firm size, branding
strategy), and external environment factors (sschraironmental dynamism and
environmental uncertainty). Prior published litera has suggested these variables have
significant relationships with propensity measuyeesg., Hitt and Tyler 1991; Tyler and
Steensma 1998; Varadarajan and Cunningham 199seTmeasures will be used to
minimize error variance and control for alternatexplanations of the data so that more

meaningful inferences and generalizable conclusioang be drawn.

Individual Manager Traits | used measures to control for respondent tenure
experience with the brand, job title, educatiord aompetency as suggested by Kumarr,
Stern, and Anderson (1993). While, these questiare used in the initial respondent
gualification stage, there is still likely to beriability among actual respondents along
these traits. |included items in the survey t@suge manager experience, education,

and competency. The exact items are shown in $dldeand 16.
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TABLE 15
INDIVIDUAL MANAGER TRAITS

How long have you been employed in this industry? arye months

How long have you been employed with this firm? gear months

How long have you been involved with this brand? ryea months

How many alliances have you been personally inwbivigh? number

What is your level of education (please circle éne) High Some College Graduate Master's Doctoral

School College Degree Courses Degree Degree

TABLE 16
INDIVIDUAL MANAGER COMPETENCY

Please circle the number that best reflects yout teagreement or disagreement with each of the
following statements regarding your experience irryodustry, with your firm, and in alliances.

Strongly Strongly
Disagree Agree
| have adequate knowledge to assess this firm’s 1 2 3 4 5 6 7
experience with respect to managing relationships
with other firms.
| have adequate knowledge to assess this firm's 1 2 3 4 5 6 7
with respect to managing relationships with other
firms.
| have adequate knowledge to assess this firm’'s 1 2 3 4 5 6 7
capabilities with respect to managing relationships
with other firms.
| have adequate knowledge to assess this firm’'s 1 2 3 4 5 6 7
motivations with respect to sales growth for this
brand.
| have adequate knowledge to assess this firm’'s 1 2 3 4 5 6 7
motivations with respect to profit goals for this
| have adequate knowledge to assess this firm’'s 1 2 3 4 5 6 7
motivations with respect to reacting to the
competition.
| have adequate knowledge to assess this firm's 1 2 3 4 5 6 7
with respect to the future direction of this brand.
| have adequate knowledge to assess this firm’'s 1 2 3 4 5 6 7
motivations with respect to cost control goals fos
brand.
| have adequate knowledge to assess this brand's 1 2 3 4 5 6 7

product quality.
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Firm-Related CharacteristicsThe number of employees and the annual sales of

firm will be used as indicators of firm size. Tien’s branding strategy (i.e., individual

branding vs. family branding) was controlled byngsa measure from Alashban, Hayes,

Zinkhan, and Balazis (2002). A measure from theesaource was used to control for

brand category (industrial or consumer). | alsduded measures designed to capture

brand category and brand age. My measures forretated characteristics are shown in

Table 17.

TABLE 17
FIRM-LEVEL CHARACTERISTICS

What is the approximate annual sales of your
firm (circle one)?

What is the approximate number of
employees in your firm (circle one)?

How long has your firm been in business?
How long has your firm operated in this industry?

What is the approximate annual sales of this
brand (circle one)?

How many brand names does your firm own?
How long has this brand been on the market?
Please indicate the category to which this brahongs
Please indicate the category to which this brahongs

How would you describe your firm's brandi
strategy (please circle a number below)?

Less than Between
$1 million $1 million
$10
million

Less than Between
10 10 and
100

years

arge

Less than Between

$1 million $1 million
$10
million

numbe
years
Consumer

National

Between
$10
million
and $50
Million
Between
100 and
500

Between
$10
million
and $50
Million

r

Between Over

$50 $100
Million million
and $100
Million

Between Over
500 and 1000
1000

Between Over
$50 llion  $100
and $100 million
Million

thmon
Industrial

Private-Label

1. We use the same brand for all of our products.

2. We use variations of the same brand across predu

3. We use completely different brands for somewfproducts.

4. We use a completely different brand for eachafrmur products
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External EnvironmentIn this study, two environmental dimensions \w#l used
to control the environment’s effects on the firpi®pensity to brand ally. The external
environment dimensions that will be measured is $sitidy are environmental
uncertainty and environmental dynamism. Subjeatieasures of the environmental
dynamism and uncertainty will be used.

Environmental uncertainty was operationalized ustug-items adapted from
prior published literature (e.g., Atuaheme-Gima hdray 2004; Jaworski and Kohli
1993; Milliken 1987; Miles and Snow 1978). Thetsaris capture the perceived
unpredictability in the environment in terms of keting practices, competitor behavior,
product technology, and consumer demand pattdragain used seven point Likert-type

scales for these items (see Table 18 below).

TABLE 18
ENVIRONMENTAL UNCERTAINTY

Please circle the number that best reflects your leivaegreement or disagreement with each of
the following statements regarding the external enwm@mt in which your firm operates.

Strongly Disagree Strongly
Agree

Changes in the marketing practices of
our competitors is easy to predict.

The actions of our competitiors are €
to predict

Demand and consumer preferences are
easy to predict

Changes in product technology within
this industry are easy to predict.
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TABLE 19
ENVIROMENTAL DYNAMISM

Please indicate the degree of changes in (markptaices) (customers' preferences)
(competitors practices) as they relate to the fiith respect to the following items:

No Very
Change Frequent
Change

Dynamism in marketing practices.
Changes in mix of products / brands

carried.
Changes in sales strategies. i1 2 3 4 5 6 7
Changes in sales promotion/advertising

. 2 3 4 5 6 7
strategies.

Competitor dynamism.

Changes in competitor’s mix of
products / brands carried.
Changes in competitor’s sales
strategies.

Changes in competitor’s sales
promotion/advertising strategies.

Customer dynamism.

Changes in customer preferences in
product features.

Changes in customer preferences in
brands.

Changes in customer preferences in
product quality/price.

Technological dynamism.

Changes in the technology in our
industry.

Changes in technological standards
within the next five years from now.

Technological breakthroughs contrib
to the development of new product 1 2 3 4 5 6 7
ideas in our industry.
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An environmental dynamism scale developed by Acanal Stern (1988) was
utilized to capture dynamism. The authors openafiaed environmental dynamism as
three derived sub constructs, (1) dynamism in niarfggractices, (2) competitor
dynamism, and (3) customer dynamism. Each itebeiimeasured in a 7-point Likert-
type scale ranging from “1” (no change) to “5” (yérequent changes). Because none of
the sub constructs in the Achrol and Stern (1988sure address technological
dynamism, three items addressing this environmesiadct will be added from Jaworski

and Kohli (1993). For items see Table 19.

Survey Development

| implemented Dillman’s (1978) recommendationsmipiove survey responses
in the design of the survey instrument. Seveigtca were considered in developing the
final questionnaire such as controlling the lengftthe survey and maintaining its
professional appearance. In addition, initial traf the survey were pre-tested in a two-

stage process as discussed below.

Pre-Test of the Survey Instrumefirst, the initial survey instrument was
examined by 4 marketing academicians to assupeitent, face validity, and
organization. Based upon their feedback, sometigmsswvere rewarded for clarity,
survey instructions were restructured, and thedagbthe survey was modified such that
guestions were grouped into the following five gaw: a) brand information, b) brand
alliance information, c) firm’s previous allianceperience, d) external environment, and
e) demographic information. Next, the questiormaias pre-tested for clarity and

organization on a convenience sample of MBA stugiémt 18) from an urban campus
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of a major Midwestern university. This group of MBtudents were all full-time
employed with an average of 13.75 years of reaMibrking experience. Two thirds of
the respondents (n = 12) reported that they holdagerial or executive positions in their
respective firms. Therefore, they were judgeddadasonably adequate for the purpose
of pre-testing the measurement instrument.

In addition to completing the survey instrumengp@ndents were asked to rate a)
the extent to which the questionnaire is well orgath and easy to read, b) the length of
the questionnaire, and c) the clarity of the indinns. Also, respondents were asked to
write down any additional comments they have alio@ientire questionnaire or any
specific question. Overall, respondents were unaus in their opinion that the
guestionnaire was well organized and easy to teatlthe instructions were clear, and
that the length of the questionnaire was reasondddsed on respondents’ feedback,
some spelling errors were corrected and specifitean items were reworded and

refined. Next, the study instrument was finalizédcopy of the survey is in Appendix B.

Data Analysis Plan

The data analysis in this study was comprisedrafraber of steps. First, the data
was coded and keyed. Next, descriptive statist@® calculated and data quality
assessed. Then, potential non-response bias whstad as discussed previously.
Second, measures of the constructs were analyzbdnter-item correlations, coefficient
alpha, and exploratory factor analysis. If theulssof this analysis suggested any of the
items were inappropriate, these were dropped.dThimeasurement model will be fit to

verify unidimensionality (i.e., convergent and itéilscriminant validity), item cross-
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loadings, and acceptable measurement model fikt ideasures will be subjected to a
series of confirmatory factor analyses to assesgithinant validity among constructs.

In conducting these tests, | relied on the standarcklation less than unity test (Bagozzi,
Yi, and Phillips 1991). Finally, the proposed telaships and moderating effects will be
tested using hierarchical regression equationgubiree stage least squares in SAS.
This method of analysis, does not allow the anatysiccount and control for
measurement error, however, it is more flexiblallowing cross-product terms for the
moderation effects while still allowing for simuti@ous estimation of the hierarchical

regression equations.

Chapter Summary

This chapter described the research design anaeti®odology used in data
collection. Next, measurement aspects of thisysitucluding operationalization of study
constructs and stages for the development of thesarement instrument were presented.
Finally, this chapter briefly presented the typalata analysis techniques and procedures
that will be used to assess measurement qualityesmtdhe study proposed hypotheses.
The next chapter will address the results fromddia analysis procedures and the

measurement model assessment before presentinthbgpotesting.
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CHAPTER V

RESEARCH FINDINGS

This chapter is organized into three sections. fireesection describes sample
characteristics including the brands representédisnstudy, the respondents and the
firms they belong to. The second section discugseguality of the measurement
aspects of this study including the reliabilitye thalidity, and descriptive statistics of the
measurement model. Finally, section three preshatsesults of hypotheses testing.
This includes an assessment of the direct reldtiprizetween alliance experience and
alliance competence, alliance competence and psdgea brand ally, and product
guality and propensity to brand ally. In addititime moderating effects of (1) valence of
experience on the relationship between alliancergapce and alliance competence, (2)
attitude toward brand alliances on the relationglgfween alliance competence and
propensity to brand ally and on the relationshipeen product quality and propensity
to ally, and (3) the three brand motivational faston the relationship between alliance
competence and propensity to brand ally and ometlagionship between product quality

and propensity to ally were also examined via 38h8lysis.

Sample Characteristics

Study respondents were asked to provide informatimut themselves, the

brands they represent, and the firms they belonJ tmugh a total of 158 usable
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responses were retained, some of the respondeht®tprovide information about some
of these questions. In what follows, | describe ¢haracteristics of the firms, the brands,

and the respondents respectively.

Firms Characteristics

Firms represented in this study came from a vaonétywanufacturing as well as
service industries. Some of the manufacturing striies included in the sample were
automotive, food, home furnishing/textiles, pharmaials, apparel/accessories, and
construction. Whereas the major service indusinelsided in the study were
travel/hotels, recreation, fast food/restaurantd, retail stores/chains. Table 20 shows

the distribution of firms by industry.
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TABLE 20
FIRMS' INDUSTRY PROFILE

Industry categories Frequency Percentage
Manufacturing 109 69
Automotive 18 113
Fooc 12 7.4
Home furnishing/Textile 11 6.7
Pharmaceutica 8 4.¢
Apparel/Accessorit 7 4.2
Sporting good 7 4.2
Beer/Wine/Liquo 6 3.7
Construction/Buildin 6 3.7
Beverage 5 3.1
Office equipment/Supplir 4 2.5
Electronic: 4 2.5
Cosmetics/Toiletrie 3 1.6
Pet Food/Supplit 3 1.6
Jewelry/Watche 3 1.6
Toys/Game 3 1.6
Computers/Computer produ 2 1.2
Othel 6 3.€
Service 49 31
Travel/Hotels/Airline: 12 7.4
Recreatio 10 6.7
Fast food/Restaurail 7 4.2
Retail stores/Chail 5 3.1
Insuranc 4 2.5
Publishing/Printin 4 2.t
Financial services/Ban 3 1.6
Business/Consumer servi 3 1.6
Transportation/Shippin 1 0.€

Note: Based on total usable responses (N=158)

Of those that provided information about their fsrapproximate number of
employees (N = 158), 1 (.6%) had less than 25 eyepl® 10 (6.3%) firms had 25-100
employees, 22 (13.9%) firms had 101-200 employEe$9.5%) firms had 201-500
employees, 9 (5.7%) firms had 501-800 employe€3,2%) firms had 801-1,000
employees, 45 (28.5%) firms had 1,001-5,000 em@syand 51 (32.3%) had more than

5,000 employees. Based on the reported approximexder of employees most firms
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in the sample are largeMore specifically, approximately 69.6% of thenfs (110) have
more than 500 employees, while the remaining 304#%e firms (48) have fewer than
500 employees. In terms of firm size by numbegraployees, a comparison between
the size distribution of firms included in the sdenfo the size distribution of firms in the
overall population of U.S. Firms (obtained frone 2001 economic census -U.S. Census
Bureau), clearly shows that large firms were oyaesented in the study sample (see
Table 21). The average firm age is approximatély&ars, suggesting that most are well

established firms.

TABLE 21
FIRM SIZE BY NUMBER OF EMPLOYEES ANALYSIS
Less than 500 employees 500 employees and More
Overall
poulation of 4,936,570 (99.6%) 17,367 (0.4%)
U.S. firms*
Firms include:
48 (30.4%) 110 (69.6%)

in the sample

* Sourse: 2001 economic census -U.S. Census Bureau

Among the 158 usable responses 150 respondentde@ploeir firms’
approximate annual sales. Of these, 140 respan@hi9%) reported their firm annual
sales to be more than $20 million, three resporsd@n8%) reported their firm annual
sales to range between $10 and $20 million, whigerémaining 7 respondents (4.7%)
reported that their firm had less than $10 millieannual sales.

In addition, information about the firm’s brandisgategy was requested.

Approximately 43% (68) of firms in this sample ek family branding strategy

3 In the United States firms with less than 500 erypds are classified as small and medium enterprises
(SMEs), while Firms with 500 and more employeesciassified as large firms (Anderson 1982).
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(Keller 2003). That is they use the same branghaations of the same brand across all

their products. The remaining 57% (90) of firme geme form of individual branding

strategy which involves using completely differereind name’s for some or all of their

products (Keller 2003). Table 22 summarizes thenroharacteristics of the firms whose

managers completed and returned the survey instiume

TABLE 22
FIRMS' PROFILE
Characteristics Frequency Percentage
Number of employees (N=158)
Less than 25 1 0.6
25-100 10 6.3
101 - 200 22 13.9
201 - 500 15 9.3
501 - 800 9 5.7
801 - 1000 5 3.2
1001 - 5000 45 28.5
More than 5000 51 32.3
Annual sales volume (N=150)
Less than $ 100,000 1 0.6
$ 250,000 - $ 499,999 2 1.2
$ 500,000 - $ 999,999 1 0.6
$ 1,000,000 - $ 4,999,999 2 1.2
$ 5,000,000 - $ 9,999,999 1 0.6
$ 10,000,000 - $ 20,000,000 3 1.8
More than $ 20,000,000 140 85.9
Firms' branding strategy (N=158)
We use the same brand for all of our products 37 23.4
We use variations of the same brand across products 31 19.6
We use completely different brands for some of our 69 447
products
We use a completely different brand for each one of 21 13.3
our products
Age of firm (N=188) Mean Range
Number of years since established 70.7 2-96.3

Note: Total sample size is 158
N: Total number of responses
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Brands Characteristics

The 158 usable responses represented 158 differ@mils. Each subject was

asked to provide some demographic information atifmibrand under study. The

average brand in this study has been on the mabkeit 52 years. Most of the brands

82.9% (131) were consumer brands, while only 7% ere industrial. The remaining

brands 10.1% (16) were both consumer and industréadds. Of the brands represented

in this study 92.4% (146) were national brands aleéo (9) were private-label brands.

Among the 158 usable surveys 150 respondents ezpthre brand’s approximate annual

sales. Of these, 105 brands (64.4%) have annigsl sere than $100 million; 19 brands

(11.7%) have annual sales between $50 and $10@m/hile the remaining 26 brands

(17.3%) have $10 million or less in annual sal€able 23 summarizes the main

characteristics of the brands included in the study

TABLE 23
BRANDS' PROFILE
Characteristics Frequency Percentage

This brand is: (N=158)

Consumer 136 82.9

Industrial 11 7

Both 16 10.1
This brand is: (N=158)

National 146 92.4
Private-label 9 7.6
Age of brand (N=158) Mean Range

Number of years this brand has been on the market 4 52 1.5-380

Note: Total sample size is 158
N: Total number of responses
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Respondents Characteristics

Respondents were asked to provide information desgrtheir job titles, gender,
educational level, work experience, tenure, andtlenf involvement with the brand
under study. Table 24 shows the frequencies gbtindtles of the respondents. As
evident from the table, almost 76.6% (121) of resfemts were senior level executives
with job titles including chief marketing officershief brand officers, executive or senior
vice presidents of marketing, directors of markgtisnd directors of brand management.
The remaining respondents 23.4% (37) were eitheketiag or brand managers.

All together study respondents had 2,639 yearspémrence in their industries or
about 16 years of experience per respondent. Térage respondent’s length of
employment at their firm was approximately 11 yemnrd s/he had worked in their
current position about six years. Over two thii@.7%) of respondents were men and
less than one third (30.3%) were women. Educatiasi measured categorically.
Approximately, 53.2% (84) of respondents had aeg@ldegree and 44.7% (69) of
respondents had a graduate degree. The remaespgndents 2.1% (5) reported that
they had some college education. Table 24 beloeals the overall characteristics of
respondents. Included are respondents’ job titjesder, educational level, work

experience, and tenure.
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TABLE 24
RESPONDENTS' DEMOGRAPHIC PROFILE

Characteristics Frequency Percentage

Job Title: (N=158)
Chief marketing officer or chief brand officer 11 10
Executive or senior vice president of marketing 22 913
Vice president of marketing 37 23.4
Director of marketing 30 19
Director of brand management 21 13.3
Marketing or brand manager 37 23.4

Gender: (N=155)
Male 108 69.7
Female 47 30.3

Education level: (N=158)
Some college 5 2.1
College degree 64 40.5
Graduate courses 20 12.7
Master's Degree 66 41.8
Doctoral degree 3 0.18

Total experience (years) Mean Range

in industry 16.19 1to 64
in this firm 10.08 lto44
in current position 6.2 1to 40
with this brand 9.22 1to43

Note: Total sample size is 158
N: Total number of responses

Respondent’s Competenck.was very important to ensure that respondesi®e
gualified to act as key informants in the studys shich, respondents were asked a series
of nine questions designed to capture their leffebmpetence in assessing issues related
to the brand and the firm partnership experienckcapabilities.

The respondents were asked to indicate how knowkdulg they were about the
brand and motivations with respect to managingtiaad in question. Onal1to 7

Likert-type scale anchored by strongly disagresttongly agree informants responded to
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six items that examine their level of competencgssessing brand’s quality and
motivations for the brand with respect to saleswiing profit goals, reacting to
competition, future direction, and cost controln &verage, 83% of the respondents
(160) indicated that they were highly knowledgedblassess the brand’s quality and
motivations (i.e., gave themselves a 5 or higheregc As such it was perceived that
study patrticipants felt that they possess adeduaieledge to assess the brands on
issues relevant to the study. This is further suggl by the level of involvement with
the brand reported by subjects, on average, regpismtiad been involved with the brand
over 9 years.

In addition, using the same response scale resptsdere asked to indicate how
knowledgeable they were about their firms expereskills, and capabilities with
respect to managing relationships with other firr@ average, almost three fourths
(74.4%) of the respondents indicated that they weglely knowledgeable to assess their
firm experience, skills, and capabilities with respto managing relationships with other
firms (i.e., gave themselves a 5 or higher scohe)xaddition, almost 60% of respondents
reported that they have high levels of personaéagpce in alliances. We can see from
this analysis (see Table 25) that the respondsatsteported knowledge levels of issues
related to the study were adequate.

In summary, respondents participating in this stwedye key marketing and brand
executives who were directly responsible of the aggment of the brand under study
and were at a top management levels. Most ofdtigandents had adequate years of
work experience and possessed the expertise anddde to provide valid information

about their firms and the brand under study.
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TABLE 25
RESPONDENTS' REPORTED COMPETENCE LEVELS

Response frequency & (%)

Strongly Disagree Strongly Agree
Statement Mean 1 2 3 4 5 6 7
| have adequate knowledge to assess this firm's 5.78 0 2(1) 9(4.7) 9(47) 47(24.4) 64(33.2) 58(30.1)

motivations with respect to sales growth for thiarial.

| have adequate knowledge to assess this firm’s
motivations with respect to profit goals for thisbd.

| have adequate knowledge to assess this firm’s
motivations with respect to reacting to the contjueti

| have adequate knowledge to assess this firm'isgoa
with respect to the future direction of this brand.

| have adequate knowledge to assess this firm's
motivations with respect to cost control goalstfos 5.01 1(0.5) 16(8.3) 16(8.3) 32(16.6) 42(21.8) 48(24.9)185l)
brand.

| have adequate knowledge to assess this brand's
product quality.

567  1(05) 3(1.6) 10(5.2) 12(6.2) 46(23.8) 62(32.1) 5HP8
5.64 0 42.1) 7(3.6) 18(9.3) 46(23.8) 62(32.1) 51(26.4)

5.77 0 3(1.6) 7(3.6) 14(7.3) 41(21.2) 68(35.2) 58(30.1)

6.04 0 1(0.5) 1(0.5) 11(5.7) 32(16.6) 77(39.9) 69(35.8)

| have adequate knowledge to assess this fi
experience with respect to managing relationshipis w  5.36 1(0.5) 3(1.6) 15(7.8) 25(13) 46(23.8) 63(32.6) 37Z19.
other firms.

| have adequate knowledge to assess this firmlks ski

with respect to managing relationships with otlieng. 5.24 0 7(3.6) 13(6.7) 28(14.5) 50(25.9) 66(34.2) 27(14)
| have adequate knowledge to assess this fi
capabilities with respect to managing relationshijta 5.27 0 4(2.1) 17(8.8) 27(14) 45(23.3) 70(36.3) 27(14)

other firms.

| have significant personal experience in alliances 4.74 8(4.1) 8(4.1) 28(14.5) 31(16.1) 45(23.3) 45(23.3)124)

Measurement Quality Assessment

In this section, measurement issues related tarmmivalidity and reliability are
addressed. The key constructs assessed are @léaperience (AEXP), valence of
alliance experience (VEXP), alliance competence@MP), brand quality (PQUAL),
and the dependent variable propensity to brand BBALLY). In addition, moderator
constructs such as attitude toward brand allia(B&ALLY), market penetration (MP),
competitive pressure (CP), efficiency (E), and ogimheasures, such as environmental
uncertainty (EUNCER) and environmental dynamism YRIA) were assessed.

All study measures are reflective except for tHoemative measures capturing
brand motivation constructs. Reflective measuresevevaluated for construct validity
through exploratory factor analysis and for inté@nsistency reliability via item-to-

total correlations and Cronbach’s alpha. Firshgple components estimation without
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rotation was done with SPSS to capture whether featbr had sufficient loadings. The
criterion Eigen values greater than one was useetermine the number of factors
extracted and a factor loading of 0.5 or higher&aining items. Next, scales were
tested for reliability (i.e., the extent to whicls@ale produces internally consistent
measures for multi-item scales) via Cronbach’s fameht alpha and item-total
correlations were examined (Nunnally and Bernst®®4). If the results of this analysis
suggested any of the items were inappropriateetivese dropped. In light of these, the
items for each construct were selected. Next, oreasvere subjected to CFA in
LISREL 8.72 (Joreskog and Sorbom 1996) to assessrdiionality and ensure whether
each measure exhibits convergent and discrimiralidity. As for the formative
measures, the scales indexes were constructedaiddted via the procedures suggested

by Diamantopoulos and Winklhofer (2001) as discddater in this chapter.

EFA and Reliability Analyses

In what follows | present the results of the EFAl aeliability analysis for each

study measure.

Alliance Experience (AEXP)-or this construct, a one-factor solution was
obtained with Eigen value of 2.77 and 92.3 peraggnta the variance in the data
extracted. All items loaded at high levels. Thertbach’s alpha was .958. The EFA

and reliability results for the measure of alliareg@erience are provided in Table 26.

131



TABLE 26
EXPLORATORY FACTOR ANALYSIS
& RELIABILITY ANALYSIS FOR ALLIANCE EXPERIENCE

. ltem-total
Scale Factor Loading Correlation
Alliance Experience (AEXP)
AExp 1 0.930 0.850
AEXxp 2 0.977 0.946
AExp 3 0.975 0.943
Eigen Value 2.77
% of Variance 92.3
Cronbach's alpha 0.958

Valence of Alliance Experience (VEXHs Table 27 shows a one factor solution
was obtained for this construct with an eigen valii¢.68 and 93.6 of the variance
extracted. Examining item to total correlationd &@ronbach’s alpha indicated that this

scale achieves high levels of reliability.

TABLE 27
EXPLORATORY FACTOR ANALYSIS
& RELIABILITY ANALYSIS FOR VALENCE OF ALLIANCE EXPERIENCE

Scale Factor Loading Item-totg |
Correlation
Valence of Alliance Experience (VEXP)
VExp 1 0.958 0.934
VEXp 2 0.976 0.962
VExp 3 0.968 0.949
VExp 4 0.966 0.947
VExp 5 0.970 0.953
Eigen Value 4.68
% of Variance 93.61
Cronbach's alpha 0.983
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Alliance Competence (ACOMPASs discussed in the previous chapter this
construct was measured in two ways. First, bygiaitwo-dimensional scale developed
by Lambe, Spekman, and Hunt (2002); this scalaided six items capturing only two of
the many possible dimensions of alliance competailance managers’ development
capability (AMDCAP) and partner identification pesity (PIPROP) (three items for
each of the dimensions). Second, a three itentmftoeasure of alliance competence
(GACOMP) was included as a more comprehensive arglponious alternative. The
psychometric properties of those two options weragared.

First, a principle component analysis without notatvas performed on the six
items capturing the two dimensions of alliance cetapce suggested by Lambe et al.
(2002). This analysis produced one factor whiatoaaoted for 77% of the variance in
the data and had an eigen value of 4.6. The aekbif had an eigen value of only .73;
below the suggested eigen value of higher tharcatexion (Hair et al. 1998). Next, a
principle component analysis without rotation wasf@rmed on GACOMP three items
measure. A one factor solution was obtained fisrtieasure with an eigen value of 2.61
and 87% of the variance extracted. The Cronbaalpisa was .925. The EFA and
reliability results for the previous analysis avensnarized in Table 28.

A decision was made to use the GACOMP measureauftiidr analyses and
hypotheses testing for three reasons. Firstatiledf discriminant validity between
AMDCAP and PIPRORP (i.e., one factor solution) irsdés potential problems with these
two measures, while, GACOMP measure displayed gsgdhometric properties.

Second, GACOMP is strongly and significantly caated with each of the two alliance
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competence dimensions (.81 and .78, respectivélg)such, GACOMP is a more
parsimonious alternative while at the same timewayy the essence of alliance
competence construct attempted to be capturededtit dimensions. Third, the study
focus is on the alliance competence constructvalsade not its sub-dimensions. That is,
study hypotheses were generated based on ovédiatical competence with no proposed

differences between the two sub-dimensions ofradlbacompetence.

TABLE 28
EXPLORATORY FACTOR ANALYSIS
& RELIABILITY ANALYSIS FOR ALLIANCE COMPETENCE

Scale Factor Loadings ftem-total
Correlation
Alliance Managers Development
Capability (ADCAP)
MDCap 1 0.871 0.804
MDCap 2 0.879 0.814
MDCap 3 0.906 0.854
Partner Identification Propensity
(PIPROP)
Plprop 1 0.871 0.816
Plprop 2 0.896 0.853
Plprop 3 0.843 0.78
Eigen Value 4.612
% of Variance 77
Global Alliance Competence
(GAComp)
GAComp 1 0.952 0.883
GAComp 2 0.962 0.907
GAComp 3 0.884 0.759
Eigen Value 2.61
% of Variance 87.01
Cronbach's alpha 0.925
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Brand Quality (BQUAL).The five items intended to measure this constugre
entered into a principle component factor analy§ise item was removed due to a low
factor loading and low item total correlation (#@ual 3 in Table 29). The factor
loadings of the remaining four items all exceedtb.and the item total correlations
exceeded .739. EFA on the remaining four itemglted in a one factor with an eigen
value of 3.22 and improved the explained variandbeé data from 69.68% to 80.55%.

In addition, dropping the fifth item improved theate Cronbach’s alpha from .875 to .90.

TABLE 29
EXPLORATORY FACTOR ANALYSIS
& RELIABILITY ANALYSIS FOR BRAND QUALITY

Scale Factor Loading tem-total
Correlation
Brand Quality (BQUAL)- 5 items
BQual 1 0.882 0.783
BQual 2 0.931 0.837
BQual 3 0.577 0.451
BQual 4 0.846 0.739
BQual 5 0.928 0.828
Eigen Value 3.48
% of Variance 69.68
Cronbach's alpha 0.875
Brand Quality (BQUAL)- 4 items
BQual 1 0.889 0.790
BQual 2 0.933 0.854
BQual 4 0.839 0.730
BQual 5 0.925 0.852
Eigen Value 3.222
% of Variance 80.55
Cronbach's alpha 0.9
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Propensity to Participate in Brand Alliances (PBADL As Table 30 shows a
one factor solution was obtained for this constmath an eigen value of 2.8 and 93.29 of
the variance extracted. Examining item to totatelations and Cronbach’s alpha

indicated that this scale achieves high levelsbébility (0.96).

TABLE 30
EXPLORATORY FACTOR ANALYSIS
& RELIABILITY ANALYSIS FOR PROPENSITY TO BRAND ALLY

Scale Factor Loading tem-total
Correlation
Propensity to Participate in Brand
Alliances (PBALLY)
PBAIlly 1 0.955 0.900
PBAIlly 1 0.967 0.926
PBAIlly 1 0.975 0.944
Eigen Value 2.8
% of Variance 93.29
Cronbach's alpha 0.963

Attitude Toward Brand Alliances (ABALLYF.or this construct, a one-factor
solution was obtained with Eigen value of 2.82 @4 percentage of the variance in the
data extracted. All items loaded at high leva@lbie Cronbach’s alpha was .968. The

EFA and reliability results for this measure arevided in Table 31.
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TABLE 31
EXPLORATORY FACTOR ANALYSIS
& RELIABILITY ANALYSIS FOR ATTITUDE TOWARD BRAND AL LIANCES

Scale Factor Loading tem-total
Correlation
Attitude Toward Brand Alliances
(ABALLY)
ABA 1 0.962 0.916
ABA 1 0.982 0.959
ABA 1 0.965 0.921
Eigen Value 2.82
% of Variance 94.05
Cronbach's alpha 0.968

Measurement quality for multi-item control variabl@as also assessed. All
measures achieved good reliability levels. Crontsaglphas for control variables ranged
from .70 to .95. A one-factor solution with sufént loadings was obtained for each
construct. All items loaded at levels above 0.50 thhe extracted variance ranged from
62% to 90.5%. The EFA and reliability results floe multi-item control variables are

summarized in Appendix C.

CFA and Discriminant Analyses

Next, as recommended by Churchill (1979) and Gerhaimd Anderson (1988),
unidimensionality, convergent, and discriminanidi were assessed by means of a
series of confirmatory factor analysis models usitBREL 8.72 (Joreskog and Sérbom
1996). Convergent validity is defined as the agrexet among measures of the same

factor. Convergent validity is supported when aAQ@Rodel fits satisfactorily and all
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factor loadings are significant. Discriminant daly refers to the distinctiveness of the
factors measured by different sets of indicators.

A test of the measurement model was performed bjesting the measures to a
sequence of confirmatory factor analyses. Firstatted with a two factor CFA model
with AEXP and VEXP, adding an additional factor @te time until reaching the full
measurement model. For each of these factor aglilse factor loadings, cross
loadings, modification indexes, and overall modelkre thoroughly examined. The
CFA with AEXP and VEXP was conducted twice becabhseresults of the first CFA
with 3 indicators for AEXP and 5 indictors for VEXdPow a better model fit if VEXP 2
was dropped. The modification index was 45.54etement VEXP 2 and VEXP1 of
Theta-Delta and goodness of fit indices were gossliog fit index (GFI) = .88, adjusted
goodness of fit index (AGFI) = .77, normed fit idd@FI) = .97, non-normed fit index
(NNFI) = .96, comparative fit index (CFI) = .98.ufming a CFA after deleting VEXP 2
indicated a better model fit and good modificatiodices (i.e., all well below 10). Fit
indices were (GFI) = .96, (AGFI) = .91, (NFI) = ,98INFI) = .99, and (CFI) =.99. In
addition, running a Chi-square difference test leetwthe two models indicates a
significant change in chi-square as a result oppnag VEXP 2 {2 A = 64.51, df =6, p =
0.00). As such, item VEXP 2 was removed from fertanalyses. No other items were
dropped in the rest of the iterations.

The final six-factor model CFA with AEXP, VEXP, GAIMP, BQUAL,
PBALLY, and ABALLY was acceptable. The CFA resutismonstrate a significant

Chi-square statistic of 244.29 (df = 155, p = .000)vever, the model fit indices were
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quite good (GFI) = .87, (AGFI) = .82, (NFI) = .96, (NNFI) €8, (CFI) = .98, and
(RMSEA) = .046. All factor loadings were high dodded significantly as expected
with negligible cross loadings (see Table 32). tNeamposite reliability was calculated
for each of the six factors. Composite reliabi(iBR) is analogous to Cronbach’s alpha
and used to assess reliability in SEM. The contpasliability for all six factors are
high and exceeded standards recommended by Fantellarcker (1981), providing

additional support for the reliability of the stuggales (see Table 32).

TABLE 32
FULL MEASUREMENT MODEL RESULTS
Standardized Construct Average Variance
Construct Loading t-value * Reliability (CR)  Extracted (AVE)
Alliance Experience (AEXP) 0.95 0.96
AEXP 1 0.85 19.16
AEXP 2 o988 -
AEXP 3 0.98 40.28
Valence of Alliance Experience (VEXP) 0.98 0.98
VEXP 1 093 -
VEXP 3 0.95 23.98
VEXP 4 0.97 25.85
VEXP 5 0.97 26.11
Global Alliance Competence (GACOMP) 0.93 0.92
GACOMP 1 09% -
GACOMP 2 0.98 28.28
GACOMP 3 0.78 14.21
Attitude Toward Brand Alliances (ABALLY) 0.97 0.97
ABALLY 1 093 -
ABALLY 2 0.99 29.12
ABALLY 3 0.94 23.75
Brand Quality (BQUAL) 0.74 0.92
BQUAL 1 0.84 11.15
BQUAL 2 0.94 12.47
BQUAL 4 07 -
BQUAL 5 0.91 12.11
Propensity to Brand Ally (PBALLY) 0.90 0.97
PBALLY 1 092 -
PBALLY 2 0.95 23.18
PBALLY 3 0.98 24.8

* all estimates significant with p < .01.
Model Fit: x?= 244.29; df = 155; p = 0.0; GFI = .87; NFI = .9@\FI = .98; CFl = .98

* As noted by Bollen (1989, pp 266 — 269), gheest for CFAs has many limitationAs such | rely
primarily on GFls is assessing model adequacy.
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In addition to reliability assessment, it is alsgoortant to demonstrate
discriminant validity between study factors. Sevenethods have been suggested for
examining discriminant validity. One means invalke calculation of the average
Variance Extracted (AVE), which measures the ratigariance to measurement error in
the scale. Fornell and Larcker (1981) suggestatatuate measures should contain less
than 50% error variance (i.e., AVE should be .Bigher). The AVE estimates reported
in Table 32 for each factor in the model exceettedé¢commended .5 standard with a
range from .98 to .92. Fornell and Larcker (198%) suggested comparing the pair wise
correlations between factors with the AVE for tlomstructs making up each pair.
Evidence of discriminant validity occurs when théEestimates for each factor are
greater than squared correlation between the factbine AVE estimates for each factor
in the model exceeded the squared correlationsdagtfiactors, suggesting discriminant
validity between the scales (See Table 33).

Next, as recommended by Anderson and Gerbing (1&®88Bagozzi, Yi, and
Phillips (1991), correlation less than one testeeve®nducted for each pair of constructs.
A series of two-factor model with the correlatiat squal to one was compared to a two-
factor model with the correlation is freely estisdht For each pair of constructs, the
results of chi-square difference test suggestttieatorrelation between constructs is less
than unity which provides additional support fasaiminant validity (see Table 33).
Finally, the discriminant validity for study scalegre further assessed through an
iterative process of comparing a series of twodiasblution models to one factor
solution model. Chi-square difference tests weredacted between the models, as a

means to test for discrimination between the modalsof the comparisons revealed a
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significant chi-square difference test (see TaBle Results indicated that for each pair
of constructs the two factor model exhibit a bettedel fit than the one factor model.
The results of all three tests provide strong eweeof discriminant validity with these

study measures.

TABLE 33
DISCRIMINATE TESTS RESULTS

AVE > Ptest My <1ltest* 2F vs. 1F test *

Constructs Pairs
AVE Phi (P) X2 p value X2 p value

Alliance Experince (AEXP) and Valence of Alliance 5 gg &

Experince (AVAL) 0.98 0.56 41.82 0.000 278.87 0.000
Alliance Experince (AEXP) and Global Alliance 0.96 &

Competence (GACOMP) 0.95 0.66 48.67 0.000 208.52 0.000
Valence of Alliance Experince (AVAL) and Global 0.98 & 055 28.12 0.000 180.67 0.000
Alliance Competence (GACOMP) 0.95

*df=1

Convergent validity was also assessed for eaclk stéhe model. Each item
demonstrated a significant loading on its intendeaistruct providing evidence of
convergent validity. In addition, a compositeabllity greater than .80 and AVE greater
than .5 provides more evidence of convergent uglighornell and Larcker 1981). As
such, discriminate and convergent validity has lsgported for study scales. All

together, the previous analyses provide evideratestindy scales are valid and reliable.

Potential Measurement Limitation

One limitation of the measurement approach usedlisrstudy is its use of
perceptual measures. The use of perceptual megsurades the potential for common
methods variance. In order to minimize this pagnthe study survey was arranged

such that the dependent variable followed the nreasent of the independent variables,
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moderators, and control variables. Salancik aedfé&f(1977) argue that this approach
helps to reduce the effect of common method vaearie addition, in order to

empirically test for this potential, a factor ara$yincluding all study items was
conducted. Harman (1967) as well as PodsakofiGngdn (1986) recommended the use
of a single factor test for the assessment of commethod variance. If the solution
results in a much smaller number of factors thaotétically suggested, it will suggest
the existence of a common methods variance probféamducting an EFA with all
twenty items intended to measure the six refledatent constructs resulted in a five
factor solution that accounted for 87.94 of thaltgairiance in the data. Since five is not
much smaller than 6, the results suggest that cammethod variance problem is not a

serious problem with this data.

Index Construction and Validation for Formative deges

As discussed previously based on literature inesgra alliances and brand
alliances, three major motives for brand allianeesge identified. They are market
entry/penetration (MP), competitive pressure (@AY efficiency (E) motives. The
measures for these constructs are formative measWvden evaluating the adequacy of
formative measures, measures of internal consigtemd reliability are inappropriate
(Bollen and Lennox 1991). In particular, the saatiexes for MP, CP, and E were
constructed and evaluated via the procedures steghleg Diamantopoulos and
Winklhofer (2001).

Content and indicator specification are critical flarmative measures (Jarvis,

MacKenzie, and Podsakoff 2003; Diamantopoulos amtkiWofer 2001), so each
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measure was constructed to include different asectdentified in the strategic alliance
and brand alliance literatures. Another importsyect to consider in forming formative
measures is the multicollinearity between formaindcators. As noted by
Diamantopoulos and Winklhofer (2001), high multloedarity between indicators will
influence the assessment of the indicator’s validExamining the correlations among
the fourteen indicators intended to capture MP, &¥d, E indicated that multicollinearity
did not seem to cause a problem, the highest etimalwas .519 and the maximum
variance inflation factor came to 2.558, whichaslbelow the common cut-off threshold
of 10. As such, all fourteen items were retair@driitial inclusion in the indexes.

Next, to assess the quality of individual indicatthe correlations between the
fourteen indicators and a theoretically relatedalde (external to the three indexes) were
examined. According to Diamantopoulos and Winkéing2001), only those indicators
that are significantly correlated with the variabl®uld be retained. In this study, “long-
term profitability” was used as an initial screen the indicators. Table 34 shows that
eight items turned out to be significantly correthtvith long-term profitability (MP1,
MP4, CP1, CP2, CP3, CP4, CP6, and E2), as suchgshef the items were excluded,
and further index validation was based on the ramgieight items.

Next, | conducted a regression for each of then&dive measures MP, CP, and E
separately, in which the common indicator (i.engiderm profitability) was a function of
the corresponding significantly correlated indistsee the table below for regression
results). Finally, the summated scales for eaale \@ecombination of the significant
predictors in the regression equation so that géaohis weighted to reflect its relative

contribution to the overall prediction of the conmariable (i.e., standardized beta
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coefficient). The indexes for MP, CP, and E wesestructed as Follows: MP =

0.23*MP1 + 0.14*MP4, CP = 0.17*CP1 + 0.33*CP3 +4CP4; E = 0.215*E2.

TABLE 34
FORMATIVE MEASURES INDEXES CONSTRUCTION

Construct

Market Entry/Penetration (MP)
Stimulating sales (MP1)
Gain presence in new markets (MP2)
International market access (MP3)
Access to important new markets (MP4)

Competitive pressure (CP)
Gain competitive market power (CP1)
Reduce competition (CP2)
Improve competitive position (CP3)
Maintain market position (CP4)
To follow the lead of competitors (CP5)
Attain market leadership (CP6)

Efficiency (E)
Sharing of brand advertising expenditures
Lower production cost (E2)
Minimize marketing cost (E3)
To pool resources (E4)

Correlation

Coefficient with

"Long Term

Regression with "Long Term
Profitability" as the DV

Standardize:

Profitability" p value Coefficients p value
0.22 0.01 0.23 295 0.00
0.12 0.13
0.11 0.17
0.13 0.09 0.14 181 0.07
0.32 0.00 0.17 1.90 0.06
0.19 0.02 0.04 0.45 0.65
0.44 0.00 0.33 3.96 0.00
0.25 0.00 0.14 1.88 0.06
0.04 0.65
0.26 0.00 0.02 0.27 0.79
0.05 0.55
0.24 0.00 0.21 250 0.01
0.12 0.12
0.11 0.17

Descriptive Statistics

In light of previous analyses, the items for eaghstruct were finalized. Missing
item data were replaced with the mean value ofpardent’s response for that particular
construct. Summated scales for reflective measuees calculated based on the average
score for the items comprising each measure. ®hstrauction of the indexes for each of
the three formative measures was based on thelg@sisuggested by Diamantopoulos
and Winklhofer (2001) as discussed in the previretion. These were then used to test
the hypotheses. Table 35 provides the correlatiatrix and summary statistics for study

variables. Examining the correlation matrix fardst variables indicate that most of the
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independent and dependent variables are signifjceotrelated (p<.01). One important
exception is that brand quality (BQUAL) variableddaw and non-significant

correlations with other study variables.
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TABLE 35

CORRELATIONS, MEANS, STANDARD DEVIATIONS AMONG STUM VARIABLES

Construct AEXP VEXP ACOMP ABALLY BQUAL PBALLY MP CP E
Alliance Experience (AEXP) 0.96°
Valence of Alliance Experience (VEXP) 0.75% 0.98
Alliance Competence (ACOMP) 0.812 0.74% 0.93
Attitude Toward Brand Alliances (ABALLY) 0.372 0.442 0.342 0.97
Brand Quality (BQUAL) 0.02 0.16" 0.13 0.11 0.90
Propensity to Brand Ally (PBALLY) 0.472 0.522 0.422 0.562 0.08 0.96
Market Entry/ Penetration (MP) 0.03 0.11 0.06 0.09 0.11 .130
Competitive Pressure (CP) 0.10 0.11 0.19° 0.09 228 A7b .29%
Efficiency (E) 0.01 0.01 0.08 0.02 A7° 0.10 242 243 Rl
Mean 4.24 4.5 3.92 5.32 7.04 4.89 2.19 3.8 1.01
Standard Deviation 1.83 1.58 1.7 1.34 1.62 1.93 0.29 0.52 0.37

& correlation is significant at the 0.01 le»
® correlation is significant at the 0.05 level
“ numbers in the diagonal cells are Cronbach's alfdtareflective measur



Hypothesis Testing

A system of multiple regression equations were tanted according to the
specifications of the proposed model shown in Fadur The two endogenous variables
are ACOMP and PBALLY and the rest of the study atales, AEXP, VEXP, BQUAL,
ABALLY, MP, CP, and E, are exogenous variablesedehequations allow testing for
the proposed direct relationships between studwblas. In addition, to test the
moderation effects, interaction terms were intradlinito the proper equation (see
Appendix D for the equations). The three stagstlsquares (3SLS) method using SAS
was employed to simultaneously estimate these emqsat

As will be discussed later, the basic assumptionerying regression analysis
were tested using residual analysis (Hair et #@8)9n addition, care was taken to assess
multicollinearity and to identify influential obseations (i.e., outliers). The results of

these analyses are discussed after presentingshksrof hypothesis testing.

Results

Due to the large number of interactions, my anedytstrategy is to examine the
interaction effects one at a time. Including ateraction effects in one model would
produce an unwieldy regression equation. As saderies of models were fit using
3SLS. Each model included two equations. The égsiation is the same for all models
in which alliance competence is a function of altie experience, valence of experience,
and the interaction between alliance valence drahaé experience. The second
equation includes propensity to brand ally as #jgetident variable. Changes were made

to this equation such that the proper independaables and interaction terms were
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introduced at each model to test the corresponuypothesis (see Appendix D for the
equations).

A concern regarding the use of moderated regressialysis is the possible
multi-collinearity between the interaction termslasther variables. As such, mean-
centered interaction terms were created for eadtenation hypothesis. First, the
moderator was multiplied by the corresponding irehejent variable. Next, the resulting
score was regressed as a function of both the ratmterariable and the independent
variable while saving the standardized residud@lsese standardized residuals were then
used as interaction terms to test the moderatipothgses.

The first model is designed to test hypothesis B, 2nd 4. The first equation in
which alliance competence is a function of alliaegperience, valence of experience,
and the interaction between alliance valence drahak experience, was designed to test
hypotheses 1 and 2. The second equation in whagbepsity to brand ally is a function
of alliance competence and brand quality, was desido test hypothesis 3 and 4. The
model displayed a system weighted R-square of .68Bfothesis 1 predicts a direct
relationship between alliance experience and aldaasompetence. This hypothesis was
supported. The results indicate that alliance egpee is significantly related to alliance
competencef; = 0.49, p <.0001). Hypothesis 2 proposed a moideraffect of
valence of experience on the relationship betwde&mee experience and alliance
competence. To test this hypothesis an interatéion between alliance experience and
valence of experience was included in the firstadigm. This hypothesis was supported
as the results indicate that the coefficient ferititeraction term is positive and

statistically significantf{y, = 0.10, p = .0184).
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Hypothesis 3 predicts a significant relationshipaeen alliance competence and
propensity to brand ally. This hypothesis was alggported. The results indicate that
alliance competence is significantly and positiveiated to propensity to brand alBué
=0.60, p <.0001). Hypothesis 4 predicts a sigaift relationship between product
quality and propensity to brand ally. This hypatisevas not supporte@{,= 0.01, p =
.9108). The results of the 3SLS are given in T8ble

TABLE 36

3SLS RESULTS (MODEL 1 - HYPOTHESIS 1, 2, 3, & 4)
Standardized

Coefficients t P
Dependent Variable: Propensity to Ally
Intercept 0.00 3.16 0.0019
Alliance Competence (ACOMP) 0.60 6.68 < 0.0001
Brand Quality (BQUAL) 0.01 0.11 0.9108
Dependent Variable: Alliance Competence

Intercept 0.00 0.29 0.00000
Alliance Experience (AEXP) 0.49 7.9 < 0.0001
Valence of Alliance Experience (VEXP) 0.40 6.43 < @00
AEXP * VEXP 0.10 2.38 0.0184

System Weighted MSE = 1.0695
Degrees of Freedom = 309
System Weighted R-Square = .6396

Simple Slope Analysislo begin with, as suggested by (Cohen and Coh88;19
Jacquard, Turrisi, and Wan 1990), the strengtihefignificant interaction effedb(, =
0.10, p =.0184) proposed in hypothesis 2 was ssddsy running an R-square
difference test. Specifically, adding the intel@cterm (AEXP*VEXP) to the
regression equation including only AEXP and VEXBduced a significant increment in
R-square (4.37, p = 0.038 at df = 1, 154), whichdate the strength of the interaction

effect in the sample data.
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Next, to further explore the nature of this intéi@t effect simple slope analyses
were conducted. The standardized coefficientHerimteraction term is 0.1. This
implies that for every one unit that valence ofagite experience increases the slope of
alliance competence on alliance experience incedag®.1 units. For example, when
valence of alliance experience is low (VEXP = h§g slope of alliance competence on
alliance experience is .657. However, when valerfi@liance experience is high
(VEXP =7), the slope of alliance competence olaiatie experience is 1.599. This result
seems to suggest that the presence of positiemedliexperience facilitate the influence
of alliance experience on alliance competence.

To graphically depict the nature of this interactigalues for the dependent
variable (alliance competence) were calculatedatgoints (1 and 7) for the
independent variable (alliance experience) for déaxedl of the moderator variable and
were plotted in a graph. Figure 7 shows thatyéhegtionship between alliance
experience and alliance competence differs as@itumof valence of alliance
experience, with the relationship being stronger.,(steeper slope) at high levels of

valence of alliance experience.
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Figure 7
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In the second model, an interaction term betweksmak competence and
attitude toward brand alliances was introducedhéosecond equation to test Hypothesis
5. The model displayed a system weighted R-squfa@06. Hypothesis 5 proposed a
moderation effect of attitude toward brand alliamoa the relationship between alliance
competence and propensity to brand ally. This thgms was not supported as the
results indicate that the coefficient for the iatgron term between alliance competence
and attitude toward brand alliances was not sigaifi (5 = -0.07, p = .2845).

Although a direct path between attitude toward tralliances and propensity to brand
ally had not been hypothesized initially, whiletbeg for a moderation effect of attitude
toward brand alliances on the relationship betwadkgince competence and propensity to
brand ally, a significant positive influence ofitattle toward brand alliances on
propensity to brand ally was foun@l£€ 0.43, p = <.0001). These findings are preskente

in Table 37.
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TABLE 37
3SLS RESULTS (MODEL 2 - HYPOTHESIS 5)

Standardized

Coefficients t P
Dependent Variable: Propensity to Ally
Intercept 0.00 -0.33 0.7456
Alliance Competence (ACOMP) 0.40 4.89 < 0.0001
Attitude Toward Brand Alliances (ABALLY) 0.43 6.42 <01
ACOMP * ABALLY -0.07 -1.07 0.2845
Dependent Variable: Alliance Competence

Intercept 0.00 0.44 0.6623
Alliance Experience (AEXP) 0.52 8.06 < 0.0001
Valence of Alliance Experience (VEXP) 0.37 5.72 < @00
AEXP * VEXP 0.10 2.23 0.0271

System Weighted MSE = 1.0358
Degrees of Freedom = 308
System Weighted R-Square = .6406

The third model allowed for testing hypothesis Galilproposed a moderation

effect of attitude toward brand alliances on tHatienship between product quality and

propensity to brand ally. To test this hypothegignteraction term between brand

guality and attitude toward brand alliances wasuehed in the second equation. This

hypothesis was not supported. The results inditatiethe coefficient for the interaction

term was not significani(js = -0.01, p = .8221). See Table 38.
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TABLE 38
3SLS RESULTS (MODEL 3 - HYPOTHESIS 6)

Stand_ar.dized i o
Coefficients
Dependent Variable: Propensity to Ally
Intercept 0.00 -0.10 0.9195
Alliance Competence (ACOMP) 0.39 4.77 < 0.0001
Attitude Toward Brand Alliances (ABALLY) 0.43 6.41 <01
Brand Quality (BQUAL) -0.01 -0.20 0.8434
BQUAL * ABALLY -0.01 -0.23 0.8221
Dependent Variable: Alliance Competence
Intercept 0.00 0.43 0.6714
Alliance Experience (AEXP) 0.52 8.04 < 0.0001
Valence of Alliance Experience (VEXP) 0.37 5.72 < @00
AEXP * VEXP 0.10 2.15 0.0328

System Weighted MSE = 1.0347
Degrees of Freedom = 307
System Weighted R-Square = .6385

The next three models allowed for testing hypoteés®, and 11, respectively.

These three hypotheses proposed a moderation effdat three brand motivational

factors (MP, E, and CP) on the relationship betwsand quality and propensity to

brand ally respectively. None of these hypothessme supported. The results of the

fourth, fifth, and sixth models indicate that tleetficient for the interaction term for

each of these hypotheses was not signifigagnt£ 0.02, p = .7206349 = 0.001, p =

.9161;Bx11 = -0.02, p =.7841). The results of models 4rfg] 6 are summarized in

Tables 39, 40, and 41, respectively.
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TABLE 39
3SLS RESULTS (MODEL 4 - HYPOTHESIS 7)

Standardized

Coefficients t P
Dependent Variable: Propensity to Ally
Intercept 0.00 -0.95 0.3714
Alliance Competence (ACOMP) 0.39 4.60 < 0.0001
Attitude Toward Brand Alliances (ABALLY) 0.41 5.93 <@01
Brand Quality (BQUAL) -0.01 -0.12 0.9044
Market Entry/ Penetration (MP) 0.07 1.07 0.2846
BQUAL * MP 0.02 0.36 0.7206
Dependent Variable: Alliance Competence
Intercept 0.00 0.28 0.7815
Alliance Experience (AEXP) 0.51 7.81 <0.0001
Valence of Alliance Experience (VEXP) 0.37 5.70 <0.0001
AEXP * VEXP 0.01 2.18 0.0308
System Weighted MSE = 1.0327
Degrees of Freedom = 300
System Weighted R-Square = .6355
TABLE 40
3SLS RESULTS (MODEL 5 - HYPOTHESIS 9)
Standfardized i o
Coefficients
Dependent Variable: Propensity to Ally
Intercept 0.00 0.22 0.8239
Alliance Competence (ACOMP) 0.39 4.74 < 0.0001
Attitude Toward Brand Alliances (ABALLY) 0.43 6.33 <01
Brand Quality (BQUAL) 0.00 -0.06 0.9497
Efficiency (E) -0.06 -0.88 0.3812
BQUAL * E 0.00 0.11 0.9161
Dependent Variable: Alliance Competence
Intercept 0.00 0.43 0.6679
Alliance Experience (AEXP) 0.52 7.97 < 0.0001
Valence of Alliance Experience (VEXP) 0.37 5.67 < 0.0001
AEXP * VEXP 001 2.13 0.0344

System Weighted MSE = 1.0330
Degrees of Freedom = 304
System Weighted R-Square = .6335
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TABLE 41
3SLS RESULTS (MODEL 6 - HYPOTHESIS 11)

Standardized

Coefficients t P
Dependent Variable: Propensity to Ally
Intercept 0.00 -1.20 0.2307
Alliance Competence (ACOMP) 0.40 4.71 < 0.0001
Attitude Toward Brand Alliances (ABALLY) 0.42 6.27 <@01
Brand Quality (BQUAL) -0.30 -0.48 0.6316
Competitive Pressure (CP) 0.01 1.52 0.1302
BQUAL * CP -0.02 -0.27 0.7841
Dependent Variable: Alliance Competence

Intercept 0.00 0.44 0.6639
Alliance Experience (AEXP) 0.51 7.83 <0.0001
Valence of Alliance Experience (VEXP) 0.37 5.67 <0.0001
AEXP * VEXP 0.01 2.16 0.0326

System Weighted MSE = 1.0330
Degrees of Freedom = 304
System Weighted R-Square = .6335

The seventh, eighth and ninth models allowed fstirig hypotheses 8, 10, and 12

respectively. These hypotheses proposed a mooeetfect of the three brand

motivational factors (MP, E, and CP) on the reladglup between alliance competence

and propensity to brand ally. Both of hypothesan8 12, which proposed a moderation

effect of MP and CP on the relationship betweearate competence and propensity to

brand ally respectively, were not supportpgsE 0.05, p = .46.3Bx12=-0.09, p =

.1511). See Tables 42 a