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The Effects of Ambidextrous Alliance on Firm Performance

Do-Bum Chung - Joo—Young Kwak

Abstract : Alliance formation has been recognized as an important strategy for firms
who seek to survive through acquisition of sustainable competitive advantages.
Specifically in high—tech industries, firms may consider formation of strategic alliances in
order to access valuable external knowledge. These firms tend to be situated in a
dilemma that they should choose between exploration and exploitation, which are two
types of strategic choices suggested by March (1991). Working out the dilemma has been
extensively discussed in the area of strategy or organization learning.

Recently, however, an increasing number of studies have stressed on a balance between
exploration and exploitation. Regarded as ‘ambidextrous organizations’ (Lavie and Rosenkopf,
2006), these firms that simultaneously pursue exploration and exploitation have emerged in
high—tech industries, and many studies have provided evidence of positive association
between organizational ambidexterity and firm performance. In the strategic alliance
research, accordingly, scholars began to pay attention to the balanced choice between
exploration—and exploitation—oriented alliances. Given these backgrounds, this study
examines the relationship between alliance ambidexterity and firm performance. While
previous research approached alliance ambidexterity mainly from the number of alliances,
our study suggests ambidexterity in terms of alliance portfolio and alliance partner.

Our dataset consists of biotechnology or pharmaceutical firms in the United States, which
spans time period between 1990 and 2005. We conduct panel data analysis. The results show
the strong link between alliance ambidexterity and firm performance, highlighting the

balance between exploration and exploitation when firms make strategic decisions.

Key Words : Strategic Alliance, Exploration, Exploitation, Ambidexterity, Balance
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