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Abstract

The aim of this study is to examine the impact of strategic alliance partner characteristics namely (partner
complementarity, partner commitment, and partner compatibility) on firm’s innovation, which includes
incremental innovation and radical innovation. The population of the study contained (13) Jordanian
Pharmaceutical companies, and the sample unit consisted from (122) managers and head of divisions working in
strategic alliances, marketing and production areas within the target companies. In order to gathering the data
required for measuring the study variables a questionnaire was developed. The results of the study showed that
the strategic alliance partner characteristics had a significant impact on the Jordanian pharmaceutical
companies’ innovation, and the impact of alliance partner characteristics (Compatibility, Capabilities, and
Commitment) on incremental innovation is more than the impact on radical innovation. Also the results showed
that the complementarity of partner has the highest impact on the firm innovation, then the compatibility, then
the commitment. Based on these findings the study recommending that the companies that seeking for
innovation through a strategic alliances must select the appropriate partner who has a complementary
capabilities that contribute non overlapping resources to the relationship, and a partner who has the unique
competencies; and the partner who has a compatible strategic objectives, organization culture and management
style; and the partner who has a strong sense of commitment for the alliance.
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1. Introduction

Innovation now is considered as the most significant engine of competitive success in many industries; the
increasing importance of innovation is traced partially to the markets globalization. Firms are required to
innovate constantly to differentiate their products and services in order to encounter the pressure of foreign
competition. Introducing new products help firms protect their margins, while investing in process innovation
helps firm lower their cost.

Strategic alliances considered as important in increasing the firm’s internal innovative activities (Deeds &
Rothaermel, 2003). From the current literature, it is obvious that firms can enhance their innovative capabilities
by establishing strategic alliances with diverse partners. The circulations of strategic alliances in the
pharmaceutical industry propose that uncertainty of environment is high. The product innovation high level in
this industry is the main factor contributing to the competitive uncertainty high levels. By using of alliances,
firms can get the most important resources beyond of the individual cooperating firm’s capabilities (Byrne,
1993). Usually, these partnerships bring together organizations with complementary core competencies that
enable them to develop new products and creating new processes (Mason, 1993).

After a firm has made the decision to participate in a strategic alliance, the next crucial decision is its choosing
of a proper partner (Hitt, Tyler, Hardee, & Park, 1995). Prior researches propose that many of strategic
alliances failure can be attributed to the chosen of the partner. And deriving value from strategic alliances needs
firms to choose the appropriate partners (Reuer, 1999). In choosing appropriate partners, strategic alliances
scholars identified many criteria and factors that can be used to guarantee successful pre-selection of strategic
alliances partner (Wu, Shih & Chanm, 2009; Shah & Swaminathan, 2008; Bierly & Gallagher, 2007; Hagen,
2002; Kanter, 1994). These criteria and factors are recognized as significant determinants of firm’s and strategic
alliances performance. whereas these topics have been studied differently in varied interorganisational
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circumstances, most of the studies focus on their effects on the alliance success and performance, and firm
performance in terms of profitability or numbers of patents and there is not sufficient studies has been done to
examine empirically how they (as a selection criteria of partner for ongoing alliances) effects on the innovation
performance of the Jordanian pharmaceutical industry by using subjective measures.

In this study, to deal with this specified gap in the strategic alliance literature the Jordanian pharmaceutical
companies studied because those companies participated in many strategic alliances after the Jordan assigned
the agreement on trade related aspects of intellectual property rights (TRIPS). And the main objective of this
study was to examine if there is a significant impacts for the characteristics of strategic alliance partner on firm
innovation, in order to answer the main study question: what is the impact of strategic alliance partner
characteristics on firm innovation?

2. Literature Review
2.1 Strategic Alliance Partner Characteristics

Gulati (1998) defined strategic alliances as voluntary arrangements among organizations involving exchange,
sharing, or codevelopment of products, technologies, or services. After a firm has made the decision to
participate in a strategic alliance, the next crucial decision is its choosing of a proper partner (Hitt et al., 1995).
Chosen of partners is one of the critical decisions connected to the strategic alliances (Ireland, Hitt &
Vaidyanath, 2002; Hitt et al., 1995). Selection of partner identifies alliance operating policies and procedures,
skills mix of alliance’s, the needed knowledge, and resources, and its vulnerability to local circumstances,
structures, and institutional modifications (Child & Faulkner, 1998) that are required to enhance firm’s
innovation performance. And many of strategic alliances failure can be attributed to the chosen of the partner at
the stage of planning; because at this stage should be dealt with risk minimization. Shah and Swaminathan
(2008) through a review of more than (40) studies found that the following characteristics of partner have a
positive effect on strategic alliances performance: partner complementarity, partner commitment, and partner
compatibility or fit.

2.1.1 Compatibility

The extent of compatibility between partner firms has been found to be a significant indicator of the success or
failure of joint ventures as one of the strategic alliances forms (Shamdasani & Sheth, 1995). The concept of
compatibility including a wide issues such as strategic ground, hopes for the future, values and principles
(Kanter, 1994), organizational and cultural matters (Shamdasani & Sheth, 1995).

The compatibility of partners can be defined as the fit among alliance partners’ organizational culture, the
similarity of strategic goals, and working styles that smooth coordination of strategic alliance activities and
implementation the strategies of alliance.

2.1.2 Complementarity

Organization considers as a combination of capabilities and unique resources that present the foundation for its
strategy and is the major source of its profits according to firm resource-based view. The capabilities arise after a
while through complex interactions between and among tangible and intangible resources, and they embody an
organization’s capacity to diffuse resources that have been purposely integrated to achieve a desired end state
and they embody an organization’s capacity to deploy resources that have been purposely integrated to attain a
desired end state (Hitt, Ireland, & Hoskisson, 1997). Moreover knowledge and skills considered as the main
basis of an organization’s capabilities that are usually developed in specific functional areas like research and
development, marketing and advertising, and manufacturing. So, an important trait in strategic alliances is if
a partner has the operational capability in the form of resources and core-competencies (Hitt et al., 1997). The
matter of capabilities in strategic alliances is related to the complementarity.

The complementarity of partner is the degree to which a partner shares non overlapping resources to the alliance,
like that one partner provides those value-chain resources or capabilities the other needs it (Dyer & Singh, 1998;
Harrigan, 1988). The highest complementarity among partners will leading to the highest success possibility of
alliance according to the firm resource-based perspective.

2.1.3 Commitment

Commitment considered as the essential part to the success of alliance (Hagen, 2002). Commitment described as
a promise by strategic alliance partners to undertake certain actions that will smooth the achievement of the
alliance’s strategic goals (Shamdasani & Sheth, 1995). And it appears especially significant in strategic
alliances where partners have determined the particular benefits they anticipate to earn by working together, but
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stay relatively ambiguous about the exact processes needed to attain them. Partner commitment in these strategic
alliance relationships is more significant than normal, as partners must be willing to devote costly resources to
the relationship and promise to work with each other even when they recognize that some adjustment might be
wanted in the future in light of the uncertainty that exists (Kale & Singh, 2009). Thus, the commitment of
partners is appear through the degree to which a partner is interested and capable to commit resources (time,
tangible and intangible) to achieve the strategic alliance goals and objectives, and be able to show the
willingness and intention to preserve the alliance.

2.2 Firm Innovation

According to (Utterback, 1994) Innovation considers as a crucial strategic thrust that plays a significant role in
the firm’s survival and prosperity at all firm sizes and in every industry. As the business environment becomes
increasingly uncertain and competitive the importance of innovation will continuously grow in the future.

There are many definitions for innovation in the literature; but, the majority of these definitions share common
topics linking to creative ideas, which may be turned into new products, processes and services to improve
competitive advantage and meet customers’ changing needs (Nystrom, 1990). One of the innovation definitions
that the innovation is something that is new or improved done by an enterprise to create significantly added
value either directly for the enterprise or directly for its customer (Carnegie & Butlin, 1993). Many scholars
argue that Innovation is more than the generation of creative ideas; it is the practical implementation of those
ideas into some new device or process (Schilling, 2008).

Researchers have suggested many classifications of innovation: 1) administrative vs. technical (Kimberly &
Evanisko, 1981) based on the objective of innovation adoption; 2) competence enhancing vs. competence
destroying (Gatignon, Tushman, Smith, & Anderson, 2002) based on innovation’s effect on a firm’s
competencies; 3) product vs. processes (Schilling, 2008) based on organization outputs and the way an
organization conduct its business; and 4) radical vs. incremental (Dewar & Dutton, 1986; Ettlie, Bridges &
O'Keefe, 1984) based on the extent of change to technology. Among them, the last classification, radical
innovation versus incremental innovation, has recently received much attention from researchers who are
interested in organizational learning and dynamic capability (e.g.,,, Benner & Tushman, 2003; Danneels, 2002).

Incremental innovation and radical innovation collectively determine an organization’s dynamic capability
which can influence its competitive advantage (Benner & Tushman, 2003). Accordingly, it becomes imperative
to achieve high performance in both incremental and radical innovation. Under the current competitive and
turbulent environments, organizations need to innovate faster, better, and cheaper (Swink, Talluri & Pandejpong,
2006).

2.2.1 Incremental Innovation

According to (Garcia & Calantone, 2002; Koberg, Detienne & Heppard, 2003) incremental innovation defined as
product improvements and line extensions that are designed to meet the needs to existing customers or markets.
It includes the products that provide new features, benefits, or improvements to the existing technology in the
existing market. Incremental innovation might not be particularly new or exceptional; it might have been
previously known to the firm or industry, and involve only a minor change from (or adjustment to) existing
practices.

2.2.2 Radical Innovation

Radical innovation is defined as product innovations that are new to the firm and/or the industry, and offer
substantial new benefits to customers. It embodies a new technology that results in a new market infrastructure
(Chandy & Tellis, 2000). The radicalness might be conceived as the combination of newness and the degree of
differentness. A technology could be new to the world, new to an industry, new to a firm, or new merely to an
adopting business unit. A technology could be significantly different from existing products and processes or
only marginally different. The most radical innovations would be new to the world and exceptionally different
from existing products and processes.

3. The Relationship between Strategic Alliances and Firm Innovation

Innovation can arise from many different sources; the most important of theme is strategic alliances. Previous
researches had found strategic alliances to be an important driver of firms innovation (Sivadas & Dwyer 2000;
Wuyts, Dutta & Stremersch, 2004), Past studies have found high correlations among the strategic alliances and
firms innovation performance (e.g., Kelly & Rice, 2002), and show that alliances contribute to firms product
innovativeness (Kotabe & Swan, 1995). And there are many empirical studies conducted to examine the
relationship between different aspects of strategic alliances and firm innovation. Cui & O’Connor (2012) in their
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study takes a portfolio approach to examine the resource diversity of multiple alliance partners and its
contribution to firm innovation. They examine factors that may facilitate or inhibit information and resource
sharing across alliances and thus influence the realization of any benefit of portfolio resource diversity. The
model identifies various factors along three dimensions, including the composition of an alliance portfolio,
alliance management and the market environment that moderate the relationship between alliance portfolio
resource diversity and firm innovation. The researchers use the survey instrument from Fortune to measure the
level of firm innovation. The study did not find a significant main effect of resource diversity on firm innovation
because of the interdependence between these variables. Faems and Looy and Debackere (2005) in their study
examined the relationship between interorganisational collaboration in terms of (exploitative-oriented and
explorative oriented collaborations) and different types of firm innovation outcomes. The results showed that
firms that possess a heterogeneous network of collaborative partners within the framework of their innovation
strategies perform better in terms of the proportion of turnover realized by means of new or improved products,
and the exploitative-oriented collaborations support the improvement and further development of existing
technologies and products, while explorative oriented collaborations would be beneficial for innovation
objectives aimed at creating new technologies and products. Sampson (2007) in his study examined the impact
of partner technological diversity and alliance organizational form on firm innovative performance. The study
found that the alliances contribute to firm innovation when technological diversity is moderate, rather than low
or high; also the study found that the equity joint venture improves firm benefits from alliances with high levels
of technological diversity. Thus, alliance organizational form likely influences partner abilities and incentives to
share information which affects innovation performance in terms of patents. Qing and Weijing and Wenhui
(2012) in their study examined the relationship between alliance partner selection in terms of (reputation,
compatibility and technological standardization ability) and innovation performance in terms of (patents) of
technological standard alliance in China. The study found that the selection of alliance partners would directly
affect the operations and management of technological standard alliances in China, and appropriate partners
among technological standard alliances will play a significant role in improving partners' independent innovation
capability. The empirical results showed that the potential cooperative partners' reputation, compatibility and
standardization ability had an obvious effect on innovation performance. Phelps (2010) in his study examined the
influence of the structure and composition of a firm’s alliance network on its exploratory
innovation—innovation embodying knowledge that is novel relative to the firm’s extant knowledge. The results
indicated that the technological diversity of firm’s alliance partners increases its exploratory innovation. Further,
network density among firm’s alliance partners strengthens the influence of diversity. These results suggest the
benefits of network “closure” (wherein a firm’s partners are also partners) and access to diverse information can
coexist in an alliance network and that these combined benefits increase exploratory innovation. Caner and Tyler
(2013) in their study investigated the contribution of alliance portfolio R&D intensity to the firm’s number of new
products introduced; the study found that the R&D intensity of alliance portfolio related to the firm products
innovations and introductions, also the study found that the R&D intensity of alliance portfolio has a more positive
impact on the pharmaceutical companies new products innovation and introduction than those of biotechnology
companies. Zheng, Li and Wu (2013) investigated the correlation between network resources and innovation
performance of Chinese manufacturing firms, the study found that there is a direct contribution of network
resources to firm’s innovation performance.

4. Study Hypotheses

The study is mainly aimed at investigating the impact of strategic alliance partner characteristics on firm
innovation. Therefore, the main hypothesis is:

Ho: There is no impact with statistical significant at (o < 0.05) of strategic alliance partner characteristics on the
innovation of Jordanian pharmaceutical companies. This hypothesis generates the following sub-hypotheses:

HO1: There is no impact with statistical significant at (a < 0.05) of strategic alliance partner characteristics
(compatibility, complementarity, and commitment) on the incremental innovation of Jordanian pharmaceutical
companies.

HO2: There is no impact with statistical significant at (a < 0.05) of strategic alliance partner characteristics
(compatibility, complementarity, and commitment) on the radical innovation of Jordanian pharmaceutical
companies.

5. Methodology

According to the nature of this study and its objective which include the identification of the impact of strategic
alliance partner characteristics on firm innovation from the perspective of workers in target companies the
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researcher used both the descriptive methodology by reviewing the literature related to the study variables and
analytical methodology by analyzing the data collected through the questionnaire distributed.

5.1 Study Population and Sample

The population of the study composed of (13) Jordanian pharmaceutical company from (16) company working
in this industry in Jordan, where there is two companies rejected to cooperate with the researcher and one of
them under construction. The size of the study sample was (122) manager and head of division who’s their
working nature related to the strategic alliances, marketing and production areas within the target companies.
The characteristics of the study population introduced in Table 1 and the characteristics of study sample
introduced in Table 2.

Table 1. The characteristics of study population

Variable Category Number of companies
Scope of market coverage Regional 2

International 11
Number of strategic alliances the company Less than ( 5) alliances 2

involved in it
From (5) to less than (10) alliances
From (10) to less than (15) alliances
(15) alliances and above
Total 13

Table 2. The characteristics of study sample

Variable Category Frequency Percentage
Position title General manager 10 8.20
Director of department 52 42.62
Head of division 60 49.18
Years of experience Less than ( 5) years - -
From (5) to less than (10) years 23 18.85
From (10) to less than (15) years 42 34.43
From (15) to less than (20) years 48 39.34
(20) years and above 9 7.38
Total 122 100%
5.2 Study Instrument

The study instrument was developed by reviewing the literature, and the questionnaire consisted of three parts:
The first part covers the demographic variables of the study sample and population, such as position, experience,
the scope of market coverage, and number of strategic alliances that a company involved in it. The second part
includes the items related to the characteristics of strategic alliance partner which adopted from (Kale & Singh,
2009; wu et al., 2009; Pansiri, 2008). The third part covers the perceived innovation performance of the
company that includes radical innovation which measured by (5) items that adopted from (Li, Liu, Li, & Wu,
2008; Dewar & Dutton 1986; Ettlie, 1983). And incremental innovation which measured by (4) items that
adopted from (Li et al.,, 2008; Dosi, 1982; Herbig, 1994). The answers to the second and third part of
questionnaire relied on a Likert’s Scale, ranging from strongly disagree (1); disagree (2); moderately degree (3);
I agree (4); and strongly agree (5).

5.3 Instrument's Validity

The researcher consulted some academicians and experts during the preparation phase of the research and
according to their opinions the questionnaire is fit to the current study.

5.4 Instrument Reliability

The researcher tested data reliability to ensure producing dependable results and reliability for the measurement
instrument. Reliability was determined by the Chronbach alpha test. The alpha value was (0.89), and this value
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is excellent because it is higher than the acceptable value of (60%), implying consistency among responses and
instrument reliability (0.89).

6. Results and Discussion
6.1 Data Presentation

The means and standard deviations for the respondent’s answers on the questionnaire items related to
characteristics of strategic alliance partner and perceived innovation introduced in Table 3 and Table 4. Under
each table the results was interpreted and discussed.

Table 3. The means and standard deviations for the respondent’s answers on the characteristics of strategic
alliance partner

Compatibility Means Standard Deviation
1.We choose our partner because our organization culture was compatible 3.40 1.100
2. We choose our partner because our strategic objectives was compatible 3.82 0.996
3. We choose our partner because our management styles was compatible 3.32 1.232
Average 3.51 -
Complementarity

4.0ur partner has unique competencies that we need 3.90 1.068
5. Our partner has higher level of technical capabilities that we need 3.68 1.127
6. Our partner has wider market coverage 341 1.118
7. Our partner has diverse customer 3.05 1.454
8. Our partner has the quality distribution system 3.47 1.005
9. We choose our partner because there were possible synergies perceived in working  3.89 0.805
together

10. We choose our partner because we had complementary assets 3.82 1.107
Average 3.60 -
Commitment

11. Our partner is willing to dedicate whatever resources it takes to make the alliance a  3.42 0.995
success

12. Our partner is quite willing to make long-term investment in the alliance 3.16 1.158
13. Our partner has a strong sense of loyalty to the alliance 3.62 1.023
14. Our partner is willingness to share expertise 347 1.184
Average 3.42 -

As shown in table 3 the results indicate that the Jordanian pharmaceutical companies focus on selecting the
partner who has compatible strategic objectives (mean 3.82) in order to have an alliance that could be
maintained for the longer term, and then on the partner who has organization culture with mean (3.40) but on
other hand the results indicate that there is less emphasis on partners having compatible management styles
(mean 3.32) despite the importance of this factor in innovation processes. Also the results from table 3 indicate
that the target companies focus on selecting a partner who has unique competencies with mean (3.90) and then
on a partner who there were possible synergies perceived in working with him (mean 3.89) and then on the
partner who has complementary assets (mean 3.82) and that make a sense because the innovation processes need
this requirements, but on the other hand this companies give a less importance for a partner who has diverse
customer (mean 3.05) despite the importance of customers diversity in innovation processes. Finally, the results
from table 3 indicate that the target companies focus on selecting the partner who has a strong sense of loyalty to
the alliance (mean 3.62) and then on the partner who willingness to share expertise (mean 3.47) and then on the
partner who is willing to dedicate whatever resources it takes to make the alliance a success (mean 3.42) and put
less focus on the partner who is quite willing to make long-term investment in the alliance with mean (3.16).
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Table 4. The means and standard deviations for the respondent’s answers on the perceived innovation

Radical innovation Means Standard Deviations
15.We create completely new products more than our competitors 3.20 1.139
16. We introduce radically new functions in products more than our competitors 3.24 1.123
17.We often develop new technologies 2.96 1.225
18. We often introduce new technologies successfully into the industry 3.27 1.115
19.We are often the creator of new procedure skills 2.94 1.298
20.We are often the creator of new techniques skills 2.93 1315
21.We often introduce completely new products in the new market 3.34 1.093
Average 3.13 -
Incremental innovation

22.We create novel patterns of products more than our competitors 341 0.992
23.We improve existing products more than our competitors 3.80 0.811
24.We improve existing process more than our competitors 3.77 0.901
25.We exploit existing technologies deeply more than our competitors 3.52 1.054
26.We introduce incrementally new products in the market 3.37 1.023
Average 3.57 -

As shown in table 4 the results indicate that the Jordanian pharmaceutical companies introduced completely new
products in the new market (mean 3.34) and introduced new technologies successfully into the industry
(mean3.27) but on the other hand this companies have less ability to create new techniques skills (mean2.93) and
create new procedure skills (mean 2.94). Also the results from table 4 show that the target companies improving
the existing products more than their competitors (mean 3.80) and improving the existing process more than their
competitors (mean 3.77). Finally, the results in general indicate that the target companies achieved incremental
innovation more than radical innovation.

6.2 Hypotheses Testing

In order to testing the study hypotheses a multiple regression was used. Table 5 presents the model summary and
table 6 presents ANOVA analysis and tables (7, 8 and 9) presents beta and t values for the study hypotheses.

Table 5. The model summary

Model R R Square Adjusted R Std. Error of The Estimate
Square
1 0.873  0.754 0.705 0.345

*Predictors: (Constant), Commitment, Compatibility, Capabilities.

As shown in table 5 the results indicate that the value of R square is (0.754) which means that the model
explains (0.754) from the variance in the dependent variable (perceived firm innovation) by strategic alliance
partner characteristics.

Table 6. ANOVA analysis

Model Sum of Squares Df Mean Square F Sig.

1 Regression 330.270 3 47.251 1086.120 0.000
Residual 25.840 118 0.055

Total 356.120 121

*Predictors: (Constant), Commitment, Compatibility, Capabilities.

**Dependent Variable: Perceived Innovation.
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As shown in table 6 the results indicate that the value of (F) is (1086.120) with significant (0.000) which is lower
than the specified value (0.05) so the model is fit and acceptable.

Table 7. Beta and t values for the main hypothesis

Model Unstandardized Coefficients Standardized Coefficients Beta t. Sig.
B Std. Error

1 (Constant) 0.059 0.046

Compatibility 0.206 0.013 0.268 18.813 0.000

Complementarity 0.433 0.019 0.456 24.719 0.000

Commitment 0.135 0.016 0.154 9.492 0.000

*Dependent Variable: Perceived Innovation.

As shown in table 7 the results of multiple regression analysis indicate that the alliance partners characteristics
effects firm innovation. The values of beta and t-tests show that the compatibility, complementarity, and
commitment had a positive impact on firm innovation at (o < 0.05). And the highest impact was for
complementarity (beta 0.456) and then compatibility (beta 0.268) and the lowest impact for commitment (beta
0.154).

Table 8. Beta and t values for the first sub hypothesis

Model Unstandardized Coefficients Standardized Coefficients Beta t. Sig.
B Std. Error

1 (Constant) 0.053 0.043

Compatibility 0.198 0.015 0.210 16.117 0.000

Complementarity 0.410 0.014 0.440 22.418 0.000

Commitment 0.122 0.011 0.141 8.293 0.000

* Dependent Variable: Incremental Innovation.

As shown in table 8 the results of multiple regression analysis indicate that the alliance partners characteristics
effects firm incremental innovation. The values of beta and t-tests show that the compatibility, complementarity,
and commitment had a positive impact on firm incremental innovation at (o < 0.05). And the highest impact was
for complementarity (beta 0.440) and then compatibility (beta 0.210) and the lowest impact for commitment
(beta 0.141).

Table 9. Beta and t values for the second sub hypothesis

Model Unstandardized Coefficients Standardized Coefficients Beta t. Sig.
B Std. Error

1 (Constant) 0.062 0.074

Compatibility 0.172 0.017 0.183 12.920 0.000

Complementarity 0.342 0.015 0.372 19.150 0.000

Commitment 0.102 0.012 0.117 4.760 0.000

* Dependent Variable: Radical Innovation.

As shown in table 9 the results of multiple regression analysis indicate that the alliance partners characteristics
effects firm radical innovation. The values of beta and t-tests show that the compatibility, complementarity, and
commitment had a positive impact on firm radical innovation at (a < 0.05). And the highest impact was for
complementarity (beta 0.372) and then compatibility (beta 0.183) and the lowest impact for commitment (beta
0.117).

7. Recommendations

Based on the results reached the study recommending that the companies that seeking for innovation through a
strategic alliances must select the appropriate partner who has a complementary capabilities that contribute non
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overlapping resources to the relationship, and a partner who has the unique competencies; and the partner who
has a compatible strategic objectives, organization culture and management style; and the partner who has a
strong sense of commitment for the alliance.
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