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Abstract

Strategic alliances are a critical mechanism for a firm to learn and acquire knowledge
resources outside the boundaries. Previous research has paid attentions to knowledge transfer
between alliance partners. Synthesizing insights from prior research, this study develops a
framework through literature review to identify the key determinants and examine the
interrelationships between absorptive capacity, resource alignment, causal ambiguity, and alliance
performance. The population for this study is the top 5000 Taiwanese firms listed in the China
Credit Information Service Incorporation. A stratified random sampling method is used to select
100 firms in each of the five 1000 levels. The statistical analysis methods including descriptive
statistic analysis, factor analysis, reliability analysis, and multiple regression analysis are used to

test the hypotheses.

The major findings of this study include: firstly, the results of regression analyses show the
significant relationships between absorptive capacity, resource alignment, causal ambiguity, and
alliance performance. Secondly, the empirical results support that the strength of the relationship
between absorptive capacity and alliance performance may be moderated by causal ambiguity.
Thirdly, the relationship between resource alignment and alliance performance may vary

depending on the intensity of causal ambiguity.

Keywords: absorptive capacity, resource alignment, causal ambiguity, alliance performance



1. Research Motivation and Objectives

Strategic alliances are an increasingly popular strategy in an age characterized by blurring
industry boundaries, fast-changing technologies, and global integration (Das & Teng, 2003).
Alliances and partnership are critical mechanisms for a company to gain access to other firms’
valuable knowledge and resources. It appears strategically important for firms to transfer
knowledge from alliance partners to sustain competitive advantages in competitive business
environment. (Nonaka, 1994). Knowledge transfer between partners provides opportunities for
mutual learning and interfirm cooperation that stimulate the creation and application of new
knowledge (Tsai, 2001). In the process of knowledge transfer, firms with better absorptive
capacity can learn and acquire knowledge more effectively to complement its own internal
capabilities and resources (Lane, Salk, & Lyles, 2001). Higher levels of absorptive capacity help
firms to integrate knowledge from different partners and contribute to a firm’s innovation ability,
business operations improvement, and further achieve desired results of knowledge transfer (Tsai,
2001; Lane et al., 2001; Chen, 2004).

Besides absorptive capacity, partner analysis literatures emphasize the desirability of a
match between the partners, mainly in terms of their resource profiles. Alliance partners can
create value of firms’ resources by contributing similar resources and utilizing resources to the
full potential (Das & Teng, 2002). Lack of similarity in resource and competencies raises barriers
and challenges for interfirm communication and cooperation (Simonin, 1999). The dissimilarity
between partners results in decreased learning and interaction (Szulanski, 1996; Simonin, 1999),
and inhibits the ability of a firm to share, transfer, and leverage knowledge resources from
partnership (Reagans & McEvily, 2003; Das & Teng, 2003; Murray & Kotabe, 2005). Thus,

inter-partner resource alignment matters greatly to the alliance’s effectiveness.

Although absorptive capacity and resource alignment are important for firms to transfer
knowledge in alliances (Szulanski, 1996; Tsai, 2001; Chen, 2004; Das & Teng, 2002; Das &
Teng, 2003; Murray & Kotabe, 2005), the linkage between absorptive capacity, resource
alignment, and alliance performance may be more complicated. The resource-based theory
suggests knowledge resources are valuable assets for competitive advantages because they are
deeply rooted in the context of the organization and cannot be explicitly articulated and imitated
(Nonaka, 1994; Grant, 1996). Due to the characteristics of scarceness, inimitability, and tacitness,
knowledge is causally ambiguous and not easily transferred outside firm’s boundaries (Grant,
1996; Szulanski, 1996). Casual ambiguity concerns the link between firm resources and
sustainable competitive advantages (Reed & DeFillippi, 1990), and it may generate the conditions
that either would foster or diminish the transition process in alliances from knowledge absorption
to knowledge application in the form of new products and services (Szulanski et al., 2004).
However, little empirical evidence has been provided to the potential influence of casual

ambiguity on these associations.

Accordingly, the main purpose of this study is to examine the relationship between
absorptive capacity, resource alignment, causal ambiguity, and alliance performance. This study
further examines the moderating effects of casual ambiguity on the associations of absorptive
capacity, resource alignment, and alliance performance.
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2. Literature Review
2.1 Absorptive Capacity

Absorptive capacity refers to the ability to assimilate and replicate new knowledge gained
from external sources. Szulanski (1996) found that lack of absorptive capacity was a major
barrier to internal knowledge transfer within the firm. Thus, absorptive capacity facilitates firms
to learn or transfer knowledge from outside more effectively. Tsai (2001) examined the
effectiveness of interunit learning and knowledge transfer in petrochemical and
food-manufacturing companies and suggested that absorptive capacity has significant and
positive effect on business unit innovation and performance. When firms establish strategic
alliances for transferring knowledge from their partners, they can develop absorptive capacity to
assimilate and apply new knowledge from other firms to help their innovative activities, and
further improve business operations and achieve favorable performance (Chen, 2004; Tsai, 2001;
Lane et al., 2001). Accordingly, the following hypothesis is proposed.

HlI: Absorptive capacity will be positively related to alliance performance.

2.2 Resource Alignment

Resource alignment refers to the pattern that the resources of partners are matched and
integrated in an alliance (Das & Teng, 2000). Each partner will contribute resources to the
alliance. The criterion for partner selection in alliances is the fit between one organization’s
resource needs and another’s resource provision (Seabright, Levinthal, & Fichman, 1992). Thus,
inter-partner resource alignment plays a critical role in knowledge transfer. Alliance partners with
similar resources and compatible business practices increase their ability to work jointly and
effectively (Das & Teng, 2002; Das & Teng, 2003). They can better align to transfer knowledge
across organizational boundaries and exhibit the higher levels of knowledge acquisition (Simonin,
1999; Das & Teng, 2000). When resources contributed by the partners are more compatible and
fully utilized, partner can realize economies of scale and avoidance of wasteful duplication, thus
facilitating to achieve the goals of the alliance (Das & Teng, 2000; Das & Teng, 2003; Murray &
Kotabe, 2005). According to the above, the following hypothesis is proposed.

H2: Resource alignment will be positively related to alliance performance.

2.3 Causal Ambiguity

Based on the resource-based view, the knowledge and competencies are valuable assets of
firms for competitive advantages (Grant, 1996; Simonin, 1999). Several knowledge
characteristics such as scarceness, tacitness, and imperfectly imitability generate causal ambiguity
in competency-based advantage (Reed & DeFillippi, 1990). Causal ambiguity concerns the nature
of the causal connections between actions and results and relates to the extent of uncertain
imitability and the degree of tacitness of the practice (Szulanski et al., 2004). As Zander and
Kogut (1995) argued, tacitness increased ambiguity that significantly influences the speed of the
transfer of manufacturing capabilities. Szulanski (1996) suggested that the characteristics of

causal ambiguity obstruct the transfer of best practices within the organization. Likewise,
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Simonin (2004) found that ambiguity acts as an impediment on knowledge transfer between
international strategic alliances. Thus, causal ambiguity in skill and resource deployment protects
a firm’s competencies from imitation among competitors and within the firm (Reed & DeFillippi,
1990; Szulanski, 1996; Simonin, 2004). Thus, the following hypothesis is proposed.

H3: Causal ambiguity will be negatively related to alliance performance.

2.4 The Moderating Effects of Causal Ambiguity

In the process of knowledge transfer in strategic alliances, the positive effect of absorptive
capacity on alliance performance may be contingent upon the extent of causal ambiguity. For
resource-based theory, knowledge is tacit, specific and highly personal. It is not easy to translate
into collective organizational knowledge (Nonaka, 1994; Szulanski, 1996) and to imitate by
competitors (Grant, 1996). The casually ambiguous nature of knowledge increases potential gap
between prevailing shared beliefs and the actual work practices, thus limiting the depth of
understanding and knowledge absorption between alliance partners (Szulanski et al., 2004). As
Reed and DeFillippi (1990) argued, the existence of ambiguity makes managers not understand
causal relationships and not utilize competencies for advantage. Szulanski et al. (2004) also found
that causal ambiguity delineates the conditions as to when and how a recipient’s perception of the
trustworthiness of a source affects the effectiveness of intrafirm knowledge transfer. Accordingly,
the above statements suggest that the previous hypothesized relationship between absorptive
capacity and alliance performance is likely to be moderated by causal ambiguity. The following

hypothesis is developed.

H4: Casual ambiguity will negatively moderate the effect of absorptive capacity on alliance

performance.

While resource similarity and resource utilization would facilitate the effectiveness of
knowledge transfer (Das & Teng, 2000; Murray & Kotabe, 2005), the relationship between
resource alignment of partners and alliance performance may vary depending on the degree of
causal ambiguity. Causal ambiguity increases barriers to prevent partner firms from replicating
their partners’ knowledge (Das & Teng, 2003). When the ambiguity associated with a partner’s
knowledge and resource is high, firms face difficulty to contribute and align resources for
improved performance in alliance. However, when causal ambiguity is low, firms can gain the
favorable alliance performance from inter-partner knowledge acquisition and resource alignment.
Accordingly, the positive impact of resource alignment on alliance performance would become
attenuate if there is a higher level of causal ambiguity. Thus, the following hypothesis is

developed.

H5: Causal ambiguity will negatively moderate the effect of resource alignment on alliance

performance.



3. Research Design and Methodology

The first issue of this study is to examine the direct effect of absorptive capacity, resource
alignment, and causal ambiguity on alliance performance. The second issue is to investigate
whether causal ambiguity will play the moderating role in the relationship between absorptive
capacity and alliance performance. The third issue is to examine whether the effect of resource

alignment on alliance performance will be moderated by causal ambiguity.

For the purposes of this study, four major constructs including absorptive capacity, resource
alignment, causal ambiguity, and alliance performance, are operationalized in this study. To
enhance reliability, multiple-item scales are designed to measure the multifaceted nature of each
of the above constructs except for the basic characteristics of the respondent and the firm.

Seven-point Likert scales are developed to measure the opinions of respondents.

The population in this study is the top 5,000 Taiwanese firms listed in the China Credit
Information Service Incorporation. A random stratified sampling method was used to select 100
firms in each of the five 1,000 levels. A questionnaire then mailed to the 500 companies, along
with a cover page that explained the nature of the study. Follow-up letters and phone calls were

done two weeks later to appeal for participation.

To achieve the research purposes and test the hypotheses, this empirical study applies the
software of SPSS to analyze the collected data. This study conducts the following data analysis:

descriptive statistic analysis, factor analysis, reliability analysis, and multiple regression analysis.

4. Discussion and Conclusions

The aim of this study is to advance our understanding of the process of knowledge transfer
in strategic alliances. Firstly, our results indicate that absorptive capacity and resource alignment
are positively related to alliance performance. Causal ambiguity is negatively related to alliance
performance. Secondly, the strength of the relationship between absorptive capacity and alliance
performance is moderated by causal ambiguity. Thirdly, the relationship between resource

alignment and alliance performance depends on the intensity of causal ambiguity.

This study has some limitations. The first limitation is the use of a cross-sectional research
design. The second limitation concerns the response rate. Thirdly, the study is based on
self-report data incurring the possibility of common method bias. Fourthly, this study was done

by empirically investigating Taiwanese firms. Potential cultural limitation should be noted.
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