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Abstract

In recent years, international entrepreneurship and interna-
tional corporate entrepreneurship have attracted great
interest. This paper analyzes the effects of asset similarity
and complementarity on the decision to use alliances as a
means of achieving corporate entrepreneurship. This study
reveals that firms with similar assets are more likely to use
mergers and acquisitions to achieve corporate entrepre-
neurship. This is particularly common when these mergers
and acquisitions take place between firms from the same
country. In contrast, however, firms prefer alliances to
achieve international entrepreneurship. In these cases, firms
search for partners whose assets are complementary to their
own. These findings demonstrate the key role that firms’
assets play in choosing alliances as the means of achieving
corporate entrepreneurship, especially in an international
context. Copyright © 2010 ASAC. Published by John Wiley
& Sons, Ltd.
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Résumé

Au cours des derniéres années, de plus en plus de cherch-
eurs se sont intéressés a [’entrepreneuriat international
et a l'entrepreneuriat des entreprises internationales. Le
présent article examine les effets de la similarité et de la
complémentarité des actifs sur la décision de s’allier pour
mettre sur pied un entrepreneuriat d’entreprise. L’étude
révele que les firmes qui ont des actifs similaires sont plus
susceptibles de recourir aux fusions et aux acquisitions pour
réussir [’entrepreneuriat d’entreprise. Cette situation est
particuliérement courante lorsque les fusions et les acquisi-
tions impliquent des entreprises basées dans les mémes
pays. A contrario, pour l’entrepreneuriat international, les
firmes préferent plutot les alliances. Dans ces cas de figure,
elles cherchent des partenaires dont les actifs complétent
les leurs. Nos résultats mettent en évidence le role primor-
dial que les actifs des entreprises jouent dans le choix des
alliances en tant que mode de réalisation de |’ entrepreneuriat
d’entreprise, en [’occurrence dans un contexte interna-
tional. Copyright © 2010 ASAC. Published by John Wiley
& Sons, Ltd.

Mots-clés : entrepreneuriat d’entreprise, entrepreneuriat
international, alliances, similarité, complémentarité

Research on entrepreneurship has seen considerable
development over recent years, and continues to offer sig-
nificant potential for future research (Zahra, 2007). Specific
interest is growing in the fields of international entrepre-
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neurship and international corporate entrepreneurship
(Gamboa & Brouthers, 2008; Welch & Welch, 2004;
Zhara & George, 2002). Engaging in international corporate
entrepreneurship through international venturing can renew
a firm, improving its ability to compete and take risks
by redefining its business concept, reorganizing its opera-
tions, and introducing system-wide innovations (Miller,
1983).

While scholars recognize the importance of entrepre-
neurial efforts in foreign markets and have called for
research on this issue (Guth & Ginsberg, 1990), few empiri-
cal studies specifically examine international corporate
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entrepreneurship. This may be due in part to the concentra-
tion of research efforts on defining the domain of corporate
entrepreneurship and establishing its contributions to firm
performance. Another reason may be the difficulty of obtain-
ing data on international corporate entrepreneurship (Zahra
& Garvis, 2000). Consequently, little is known about many
aspects of international corporate entrepreneurship, such as
its effect on firm performance, the role of environmental
conditions, and the way of implementing new venturing
activities. This study addresses this gap by exploring the use
of strategic alliances mainly by large firms.

There are many ways for firms to engage in corporate
entrepreneurship, including organic growth, mergers and
acquisitions, and alliances. In recent years, however, alli-
ances have emerged as the method of choice to achieve
corporate entrepreneurship (Ireland, Hitt, & Webb, 2006).
In the current competitive business environment, a growing
number of entrepreneurial firms rely on strategic alliances
to capture the assets they need to achieve their strategic
objectives (Bragge, Merisalo-Rantanen, Nurmi, & Tanner,
2007; Montoro-Sanchez, Ortiz-de-Urbina-Criado, & Romero-
Martinez, 2009). Examining alliances in the context of
entrepreneurship presents new avenues of research (Alvarez,
Ireland, & Reuer, 2006). Most of the existing literature,
however, examines alliances between small and medium-
sized firms, and very few studies analyze the establishment
of entrepreneurial activities in large firms through strategic
alliances (Marino, Strandholma, & Steensman, 2002;
Montoro-Sanchez et al., 2009; Zacharakis, 1998). Even less
research examines the implementation of these activities in
a domestic or international context. One of the issues that
requires further exploration and analysis are the factors that
lead firms to make use of strategic alliances to put their
entrepreneurial activities into practice. Examining whether
the use of alliances depends on where the firm’s entrepre-
neurial activities take place (in the domestic or international
market, i.e., international entrepreneurship) is of interest
here.

This paper focuses on the similarity and complementar-
ity of assets between firms, which are two factors that may
affect a firm’s decision to set up strategic alliances (Gulati,
Nohria, & Zaheer, 2000; Wang & Zajac, 2007). These are
key factors that may be even more significant when the
activities are linked to a firm’s entrepreneurial behaviour.
The choice of which new activities to develop and how to
implement them will depend on the firm’s asset endowment
(its degree of similarity and complementarity, Teng, 2007)
and the markets the firm seeks to reach (Gamboa &
Brouthers, 2008).

This paper, then, has two aims: First, to analyze the
effects of asset similarity, asset complementarity, and scope
of the operation (domestic or international) on the decision
to use alliances as a means of achieving corporate entrepre-
neurship. And second, to examine whether the effects of
asset similarity and complementarity on the decision to use
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alliances are different in domestic and international opera-
tions. The paper is organized as follows. The next section
reviews the theoretical background on the effects of similar-
ity and complementarity on the use of strategic alliances to
perform entrepreneurial activities, along with their possible
differences in domestic and international contexts. The
methodology, sample of entrepreneurial operations, and
measurement of the variables are then described. The final
sections of the paper contain our results and conclusions.

Theoretical Background and Hypotheses

Entrepreneurship as a research concept became mean-
ingful at the corporate level during the 1980s, when research-
ers began looking at the entrepreneurial behaviour of
established firms. Miller (1983) and Stevenson (1983)
defined an entrepreneurial firm as one that innovates and
creates new business. To be successful, a firm must identify
new ways of doing business, develop new technologies and
products, and enter new markets. For the resource-based
view, corporate entrepreneurship involves introducing new
products or entering new markets, and creating value
through discovering and exploiting profitable business
opportunities (Lumpkin & Dess, 1996; Teng, 2007).

The skill of entrepreneurial firms in recognizing and
exploiting opportunities is generally agreed to be what sets
them apart from their competitors (Shane & Venkataraman,
2000), along with the fact that they do this despite their
resource limitations (Zahra & Dess, 2001). Establishing an
entrepreneurial activity makes it necessary to have access
to certain assets, especially if this activity takes place
beyond the firm’s national boundaries.

Corporate entrepreneurship includes three dimensions:
innovation, corporate venturing, and strategic renewal
(Covin & Miles, 1999; Guth & Ginsberg, 1990; Zahra,
1996). Entrepreneurial activities can stimulate growth by
renewing established firms through innovation and ventur-
ing activities that provide access to different skills, capabili-
ties, and resources (McGrath, MacMillan, & Venkataraman,
1995; Stopford & Baden-Fuller, 1994). Innovation gener-
ates new products, processes, and organizational systems
that the firm can apply both to its domestic and international
activities (Hitt, Hoskisson, & Kim, 1997; Zahra & Garvis,
2000). A firm, therefore, can modify its business base by
entering new economic regions or foreign markets, capital-
izing on the differences in the resources that may exist in
various locations (Porter, 1990).

Firms that opt to grow via an entrepreneurial activity
need to decide what method they will use, as the various
alternatives all require different assets. The options include
“going it alone,” by relying on the firm’s own assets (organic
growth), or looking for other firms with which to share
assets and risks. Firms choosing the second option can
obtain the assets they need through strategic alliances or
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mergers and acquisitions. Given the high level of competi-
tion and complexity of current markets, enterprising firms
need a large volume of assets and capabilities, which makes
going it alone tough. Most firms, then, tend to cast their eyes
in the direction of other firms.

This paper focuses on firms that decide to achieve cor-
porate entrepreneurship via alliances, mergers, and acquisi-
tions. The resource-based view and transaction cost theory
outline the factors that determine which of these alternatives
are chosen. The resource-based view posits that obtaining
and maintaining mainly strategic resources, depending on
the degree of asset similarity and complementarity, is the
determining factor (Das & Teng, 2000). Transaction cost
theory recommends choosing the growth method that brings
a mode of organization (i.e., a means of coordinating activi-
ties and allocating assets) that minimizes the transaction
costs of the firm. Previous research related to these costs
exists on the effects of asset specificity (Anderson & Gati-
gnon, 1986), and on the degree of similarity and comple-
mentarity of assets (Balakrishnan & Koza, 1993; Hennart,
1991).

This study combines these approaches by focusing its
analysis on the similarity and complementarity of assets.
First, the paper examines the effects of asset similarity, asset
complementarity, and the scope of their application (domes-
tic or international) on the choice of alliances as a means of
achieving corporate entrepreneurship. Second, we investi-
gate whether the impact of similarity and complementarity
on the choice of alliances is the same in domestic and inter-
national corporate entrepreneurship.

Similarity and Complementarity of Assets

To start corporate entrepreneurship activities, firms
need to know whether they require assets that are similar or
complementary to those they already possess. The concept
of similarity refers to the extent to which firms share prod-
ucts, markets, technologies, or competences (Chatterjee,
1986; Lubatkin, 1987), while complementarity is the poten-
tial that firms have for value creation by combining differ-
ent, yet related, products, technologies, or markets (Ansoff,
1965; Porter, 1985).

Wang and Zajac (2007) take the definitions of substitute
(i.e., goods with similar uses) or complementary (i.e., goods
that can be used jointly) goods from the economic theory to
offer a more operative definition of these concepts. Assets
will be similar if firms are closely related, and complemen-
tary if the relation is at an intermediate level (Chung, Singh,
& Lee, 2000). In accordance with these definitions, we
believe that firms with very similar businesses will have
similar assets, while the assets will be more complementary
if the businesses are related.

Firms can use alliances or mergers and acquisitions to
obtain new, valuable, and essential assets—either similar or
complementary (Gulati et al., 2000; Harrison, Hitt, Hoskis-
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son, & Ireland, 2001). The resource-based view argues that
alliances, mergers, and acquisitions provide firms access to
resources and capacities needed to develop entrepreneurial
activities, which are difficult to attain if they work alone
(Teng, 2007). Deciding among mergers and acquisitions or
alliances, however, will depend on the similarity or comple-
mentarity of the assets (Wang & Zajac, 2007).

Similarity of assets. Similarity refers to the level of
the relationship between the businesses of the firms (Koh &
Venkatraman, 1991). Datta and Puia (1995) demonstrated
that firms whose businesses are highly related (high level of
similarity between firms) are more likely to choose acquisi-
tions over alliances as a means of obtaining needed assets.

Several reasons for this exist. First, if assets are similar,
the effects of economies of scale and scope produce more
sources of value creation. The firm’s market power increases
as does its access to technologies available in similar indus-
tries. Second, acquisitions allow more complete access to
assets than do alliances, and sometimes this access is faster
(King, Covin, & Hebarty, 2003). This is especially impor-
tant when technological assets are acquired, because more
complete access can reduce the effect of uncertainty and
facilitate the use of these assets (Harrison et al., 2001; Wang
& Zajac, 2007). Lastly, alliances with partners with similar
assets usually occur among competitors. Conflicts are more
likely to arise in these cases, with the result that trust, com-
mitment, and communication are more difficult among part-
ners seeking a successful implementation of entrepreneurial
activities (Montoro-Sanchez, 2005). These arguments led us
to expect that acquisitions will be used as a way to obtain
assets when firms have high asset similarities.

Hypothesis 1: A greater degree of asset similarity
between firms negatively influences the choice of alli-
ances over mergers and acquisitions when engaging in
entrepreneurial activities.

Complementarity of assets. When firms act in com-
plementary businesses, their assets will be complementary.
Complementarity of assets can enable a firm to develop new
competitive advantages (Ireland, Hitt, Camp, & Sexton,
2001) from entrepreneurial activities, which is an important
aspect in the formation of alliances (Duysters & Hagedoorn,
2000; Dyer & Singh, 1998). Hitt, Ireland, Camp, and Sexton
(2001) found that complementary capacities are one of the
most important criteria for the choice of partners in strategic
alliances. Strategic alliances enable one firm to take advan-
tage of another’s experience in areas in which they have no
(or only partial) knowledge (Bleeke & Ernst, 1995).

Although alliances, mergers, and acquisitions all make
it possible to obtain assets from a firm, the resource-based
view provides several reasons for choosing alliances over
mergers and acquisitions when complementary assets are
sought. Alliances are usually established because firms do
not have all assets necessary to compete in a particular
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market, or because they need to share uncertainty and risks
(Harrison et al., 2001). In this situation, alliances with firms
possessing complementary assets offer the chance to learn
and gain knowledge from the partner’s experience. Alli-
ances can avoid conflicts of interest between firms, which
are more typical in acquisitions (depending on the degree
of control over the target company) (Bleeke & Ernst, 1995).
In addition, they allow a more efficient learning of new
capabilities when assets are complementary (Garette &
Dussauge, 2000). Alliances also enable firms to obtain more
reliable information and size up their partners, as well as
learn from them. And when the relationship is not satisfac-
tory, they are easier to reverse than are acquisitions (King
et al., 2003; Wang & Zajac, 2007).

Hennart and Reddy (1997) pointed out that acquisitions
inevitably lead to obtaining unneeded assets when these are
mixed with required assets, and that the two are not easily
separable. In contrast, strategic alliances allow partner firms
to access only those assets they want, which increases their
global value (Wang & Zajac, 2007). These arguments led us
to the following hypothesis:

Hypothesis 2: A greater degree of complementarity of
assets between firms positively influences the choice of
alliances over mergers and acquisitions when engaging
in entrepreneurial activities.

Scope

In the field of corporate entrepreneurship, interest in
international entrepreneurship has grown recently (Crick &
Jones, 2000; Welch, 2004), its focus lying at the intersection
of entrepreneurship and international business (McDougall
& Opviatt, 2000). The meaning of the term international
entrepreneurship has evolved over the last decade with
increasing academic interest in the topic. Early definitions
focused only on international start-up activities, which
exclude established firms (McDougall, 1989). More recent
studies, however, include established firms, and, as a result,
international entrepreneurship can be defined as the study
of processes related to the discovery, evaluation, and exploi-
tation of market opportunities that take place across national
boundaries, as well as cross-national comparisons of these
three entrepreneurial processes. The study of international
entrepreneurship should, therefore, include two lines of
research: the analysis of how, why, when, and where firms
internationalize their operations, and secondly, a compari-
son of how and why business processes differ across national
contexts, and what the implications of these differences are
(Baker, Gedajlovic, & Lubatkin, 2005).

McDougall and Oviatt (2000) included alliances as one
of the key topics within the domain of international entre-
preneurship. They argued that international alliances are a
mode of internationalization because the value creation of
the firm is often based on a cross-border combination of
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valuable assets. Alliances are vehicles for discovering, eval-
uating, and exploiting opportunities across national borders
(Al-Laham & Souitaris, 2008). In the longer term, there is
evidence that international alliances increase the firm’s
potential for further international expansion in terms of sales
(Leiblein & Reuer, 2004).

Firms decide to enter alliances for many reasons, such
as sharing risks, capital, technology, and firm-specific assets
(Das & Teng, 2000; Gulati, 1998, 1999). Alliances also
favour the development of new business (Baum & Silver-
man, 2004), and promote internationalization because they
provide access to knowledge and complementary assets
(Chung, et al., 2000). Alliances, however, also have limits
and risks (Alvarez & Barney, 2001; Rothaermel & Deeds,
2004): They may create complex coordination problems and
leak technological knowledge that allows competitors to
innovate (George, Zahra, & Robley Wood, 2002). To achieve
international corporate entrepreneurship, however, alliances
do offer advantages over the alternatives of organic growth
and mergers and acquisitions. They allow firms to pool their
assets, and thus increase productivity and improve their
competitive positions in a way that they could not do alone
(Pearce, 1982). Alliances are also faster, more flexible, less
risky, and less costly than internal start-ups and acquisitions,
and provide greater access to critical assets such as market-
ing, technology, financial assets, managerial expertise, and
political influence (Kogut, 1988; Pearce & Hatfield, 2002).
In some cases, an alliance is the only way to enter a country,
sector, or specific market.

Firms, then, enter international alliances to draw upon
country-specific knowledge (Almeida, Song, & Grant,
2002) that can be used for exploration or exploitation
(Al-Laham & Souitaris, 2008; Coombs, Mudambi, & Deeds,
2006). For these reasons, we expected firms to opt for stra-
tegic alliances over mergers and acquisitions when starting
international entrepreneurial activities.

Hypothesis 3: In international corporate entrepreneur-
ship, firms are more likely to prefer alliances over
mergers and acquisitions.

Method
Sample and Measures

A sample of operations to achieve corporate entrepre-
neurship was selected to test the hypotheses. The European
Union firms included in the 2005 European BusinessWeek
ranking were used as a reference to identify these actions.
This ranking includes 350 firms selected and classified by
market capitalization, sales, profit growth in the last three
years, net margins, and return on equity (ROE). This study
includes only those firms in the European Union in 2004
that had performed corporate entrepreneurship (235 firms of
the 350 in the ranking). Information on the alliances,
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mergers, and acquisitions of these European firms between
January Ist 2000 and December 31st 2004 was obtained
from the Securities Data Company database (SDC Plati-
num). To ensure that the operations constituted corporate
entrepreneurship, only those alliances, mergers, and acquisi-
tions made by firms to entering a new business (operations
involving a change of Standard Industrial Classification
-SIC-code) were selected. In this way, the final sample
included 927 corporate entrepreneurship operations, estab-
lished via mergers, acquisitions, joint ventures, nonequity
alliances in technology, Research and Development (R&D)
and manufacturing, and nonequity alliances in marketing
and licensing.'

The dependent variable is defined as a dummy variable
with a value of 1 for alliances and O for mergers/acquisi-
tions. The study uses similarity and complementarity as the
explanatory variables, measured in-line with previous work
by Cassiman, Colombo, Garrone, and Veugelers (2005),
Vidal-Sudrez and Garcia-Canal (2003), Wang and Zajac
(2007), and Zollo and Singh (2004). Similarity and comple-
mentarity are usually measured by adapting quantitative
measurements from SIC codes (Balakrishnan & Koza,
1993; Villalonga & McGahan, 2005; Wang & Zajac, 2007).

Similarity reflects to what extent the two firms have
similar products and markets. To measure this, we considered
two dimensions of similarity: product similarity and market
similarity. Product similarity is measured by comparing the
main four-digit SIC codes of the firms participating in the
operation. Based on this comparison, a variable was con-
structed that takes values 0, 0.25, 0.50, 0.75, and 1 depending
on the degree of similarity. Value 1 represents maximum
similarity (when the four digits of the firms’ main SIC codes
coincide), and value O represents no similarity (when none
of the SIC digits coincide). Market similarity is measured
by comparing the countries in which the participating firms
performed their main activity. In this case the variable takes
values O or 1. Value 1 representing market similarity (when
the countries coincide), and value 0 no similarity (when the
countries are different). The similarity variable, then, is the
sum of product and market similarity. This is a limited
continuous variable (values from O to 2), where value 0
represents no similarity and 2 maximum similarity.

Table 1
Correlation Matrix: Complete Sample

ORTIZ-DE-URBINA-CRIADO ET AL.

Complementarity refers to the firm’s potential for creat-
ing value by combining different but related products and
markets. To measure complementarity, this study follows
Wang and Zajac (2007) in stating that complementarity is
at a maximum when similarity between firms is at an inter-
mediate level (value 0.5). Thus, as with similarity, the
resulting variable is continuous but limited, taking values
between 0 and 2, where 0 represents noncomplementarity
and 2 represents maximum complementarity. A dummy
variable is used to measure scope; it takes value 1 when the
operation is international and 0 when it is domestic (all firms
involved in the operation have the same country of origin).
To analyze potential differences in ways of achieving cor-
porate entrepreneurship, this variable is used to divide the
sample into two subsets: domestic operations (n = 437) and
international operations (n = 490).

The following measurements are used as control vari-
ables. Previous experience of mergers and acquisitions was
measured by the number of mergers and acquisitions under-
taken by the firm in the five years previous to the operation
(Hagedoorn & Duysters, 2002). Previous experience of alli-
ances was measured by the sum of previous alliances over
the last five years (Kale, Dyer, & Singh, 2002; Robertson
& Gatignon, 1998). Firm size was measured by a categorical
variable differentiating between small, medium, and large
firms, following the criteria regarding to employees of the
European Commission. Industry sector was accounted for
by a variable with three categories: primary sector, second-
ary sector (manufacturing), and tertiary sector (services).
The year was controlled for by a categorical variable with
five values (one for each year).

Results

To test the impact of the independent variables on the
probability of establishing alliances or undertaking mergers
and acquisitions, several models of binary logistic regres-
sion were used. Logistic regression is one of the appropriate
statistical techniques for predicting and explaining relation-
ships that influence an object category. Specifically, bino-
mial logistic regression is used when the dependent variable
is a dummy variable. Tables 1-3 display the correlations of

Spearman’s Rho Similarity Complementarity Scope M&A experience Alliance experience
Similarity 1 667H** 246%** 011 .037
Complementarity 667H** 1 —.254%%* .007 .027

Scope 246%** —.254%%* 1 —.404 .059

M&A experience .011 .007 —.404 1 17
Alliance experience .037 .027 .059 17 1

% p < 0.01; #*p < 0.05; *p < 0.10 (bilateral).
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Table 2
Correlation Matrix: Domestic Sample
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Spearman’s Rho Similarity Complementarity M&A experience Alliance experience
Similarity 1 S595%%* .074 -.076
Complementarity 595%** 1 .090 —.082
M&A experience .074 .090 1 .071
Alliance experience -.076 —-.082 .071 1

% p < 0.01; #*p < 0.05; *p < 0.10 (bilateral).

Table 3

Correlation Matrix: International Sample

Spearman’s Rho Similarity Complementarity M&A experience Alliance experience
Similarity 1 .682#%* .074 .163%%*
Complementarity .682#H* 1 .090 143%%
M&A experience -.048 —.064 1 159%**
Alliance experience 163%* 143%% 071 1

***p <0.01; ¥*p < 0.05; *p < 0.10 (bilateral).

the explanatory variables, and Table 4 contains the results
of the regressions for each model. Due to the correlation
between some of the independent variables, we used differ-
ent regression models. Thus, models 1, 2, and 3 present the
results for the complete sample of operations; models 4, 5,
and 6 display the results of the domestic operations; and
models 7, 8, and 9 report the results of the international
operations.

The goodness of fit indicators in Table 4 reveal a good
fit for all of the models. The chi-squared statistic for the
models is highly representative, showing that the models’
coefficients are all non zero. In addition, the classification
matrix shows that more than 75% of the sample cases for
all models are correctly classified. Lastly, the Nagelkerke
pseudo R-squared statistic indicates the proportion of vari-
ance that is explained in the resulting logistic regression
model, with the high explanatory capacity of models
6 (51.3%), 8 (62.8%), and 9 (43.5%) standing out.

The results of models 2 and 3 for the complete sample
of operations confirm Hypothesis 1, but not Hypothesis 2.
With regard to asset similarity, Hypothesis 1 results verify
that firms look for similar organizations with which to
merge or acquire. The literature argues that asset similarity
promotes a preference for acquisitions because this option
avoids the conflicts associated with the incompatibility of
the mutual economic interests (Bleeke & Ernst, 1995). The
similarity of firm knowledge and operating systems makes
it possible to achieve better synergies (Dussauge & Garette,
1995) and greater efficiency (Folta, 1998; Garette &
Dussauge, 2000). In addition, problems associated with
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asymmetric information (Balakishnan & Koza, 1993) and
integration (Reuer & Koza, 2000) is avoided. Many acquisi-
tions in the 1990s focused on target firms with highly similar
assets, where the achievement of economies of scale was a
primary goal (Hitt, Ireland, & Harrison, 2001). Wang and
Zajac (2007) reported similar results.

For Hypothesis 2, the study finds no significant rela-
tionship between the complementarity of assets and the
preference for alliances over other methods. This may be
because both options allow access to similar and comple-
mentary assets. In this case, the results for the complete
sample differ from those expected by the resource-based
view. The relationship is confirmed, however, when domes-
tic and international operations are differentiated (see
below).

The results of model 2 show that scope is a determining
factor. Our results indicate firms prefer alliances when they
want to achieve international corporate entrepreneurship.
This finding is in-line with Kogut (1988) and Pearce and
Hatfield (2002), who highlighted the advantages of alliances
in an international context. International operations are
more complex than domestic ones and require a greater
commitment of assets and assumption of risks. In this situ-
ation, alliances are a more flexible, less risky, and less costly
option than mergers and acquisitions, and provide better
access to critical assets.

Models 5, 6, 8, and 9 (Table 4) analyze whether the
impact of asset similarity and complementarity on the
choice of alliances is the same for domestic (models 5 and
6) and international (models 8 and 9) operations.
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Our findings reveal that the effects of asset similarity
and complementarity are different for domestic and interna-
tional cases. In domestic cases, similarity has a significant
effect (model 5): Alliances are 0.313 times (odd ratio) more
probable than mergers and acquisitions. In international
cases, however, similarity does not exert a significant effect
(model 8). In contrast, complementarity makes the choice
of alliances 12.24 times (odd ratio) more probable than
mergers and acquisitions in international corporate entrepre-
neurship (model 9). This last result partly supports Hypoth-
esis 2. For the complete sample, complementarity plays no
significant role in the decision to opt for alliances; it is,
though, a determining factor when only international opera-
tions are considered.

Corporate entrepreneurship generates the need for firms
to access new assets. Thus, firms show more interest in
accessing one type of asset (similar and/or complementary)
depending on scope (domestic or international). Firms
implementing domestic corporate entrepreneurship seek
assets that match their existing asset endowments and prefer
mergers and acquisitions. Size and competitive position
may also be more important factors in domestic operations
and make firms prefer partners that are similar to them. In
these cases, mergers and acquisitions of firms with similar
assets may produce more short-term value because econo-
mies of scale are easier to achieve than economies of scope
or other forms of synergy (Harrison et al., 2001).

In cases of international corporate entrepreneurship,
however, complementary assets are preferred and alliances
are the method of choice to obtain them (model 9). A firm
choosing the riskier option of international corporate entre-
preneurship will need to access assets that complement its
own, both to facilitate entry into the new business and to
adapt to the new environment. In the international environ-
ment, then, firms are less familiar with their new surround-
ings and are likely to look for complementary assets. In
addition, alliances may be preferred to mergers and acquisi-
tions if there is a higher level of uncertainty because they
provide more strategic flexibility and may reduce risk. Alli-
ances provide access to complementary assets, but they do
not require the investment or long-term commitment to
those assets that acquisitions do (Harrison et al., 2001;
Ireland & Hitt, 1999). Additionally, alliances can garner
legitimacy that may be needed in order to enter foreign
markets through corporate entrepreneurship activities.

The results of the control variables presented in Table
4 show that previous experience of one option is signifi-
cantly associated with the choice of the same option again.
In other words, previous experience with alliances makes
the choice of alliances more probable. Likewise, previous
experience with mergers and acquisitions makes it more
likely that these options will be selected again. Wang and
Zajac (2007) consider “relational capability” to be an indi-
cation of the firm’s ability to interact with others and to
manage these relationships. These relational capabilities are
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determined by a firm’s previous experience with alliances
or acquisitions. Previous experience of acquisitions allows
the firm to develop a set of routines, such as the ability to
find partners that fit their strategy and structure (Fowler &
Schmidt, 1989), and the management of the integration
process, which can facilitate further acquisitions (Hage-
doorn & Duysters, 2002). Moreover, previous experience
with alliances helps the firm obtain more precise informa-
tion in order to assess the combination of assets necessary
to obtain relational income and to determine whether or not
the partner has the complementary assets required (Dyer &
Singh, 1998).

An analysis of the effect of previous experience on the
two subsamples reveals no differences between domestic
and international operations. This may be because previous
experience has a higher specificity in the decision. There-
fore, assets that are specific have no impact on the choice
of corporate entrepreneurship operation in the two different
situations (domestic and international). When one asset is
specific to alliances or acquisitions, this asset is unlikely to
be involved in the trade-off between the two alternatives
(Chatterjee & Sing, 1999).

Of the other control variables, the year is a significant
factor in all cases. A stronger preference for mergers and
acquisitions has emerged in recent years. In terms of sector,
only international operations (model 9) show a greater pre-
ference for alliances when the firms belong to the manu-
facturing and services sector as compared to the primary
sector.

Discussion
Summary

Alliances are one of the most important options firms
have to achieve international corporate entrepreneurship.
This paper focuses on two factors that may influence a
firm’s decision to enter strategic alliances: asset similarity
and complementarity. The study’s objectives were two-fold:
(a) to analyze the effects of asset similarity, asset comple-
mentarity, and scope of the operation (domestic or inter-
national) on the decision to use alliances as a means of
achieving corporate entrepreneurship; and (b) to examine
whether the effects of asset similarity and complementarity
on the decision to use alliances are different in domestic and
international operations.

Contributions to Scholarship

This paper makes three important contributions for
scholars. First, the study relates three areas: international-
ization, entrepreneurship, and alliances. These areas have
developed substantially along separate tracks over the years,
but only recently have they begun to be interrelated. While
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literature exists on internationalization and entrepreneur-
ship, internationalization and alliances, and to a lesser extent
entrepreneurship and alliances, there is a lack of research
that combines these three areas simultaneously. This study
sets out to find links among these three important issues.

Second, this paper focuses on two characteristics of
assets—similarity and complementarity—that may influ-
ence choices on how to achieve corporate entrepreneurship.
Despite the obvious importance of similarity and comple-
mentarity, they have not often been included in empirical
papers because of the problems of measuring them.

And finally, the sample used in our empirical study is
different from those most commonly analyzed. The little
empirical evidence that exists tends to analyze operations
performed by US firms. We feel that collecting data on the
operations of the leading European Union firms is an impor-
tant contribution.

Applied Implications

This paper has several applied implications. The find-
ings of this work may help firms make decisions on corpo-
rate entrepreneurship activities based on the degree of
similarity and complementarity of assets. The study also
reveals the different options that exist for corporate entre-
preneurship operations when the scenario is domestic or
international. On a practical level, we believe that this
research will help firms decide how to perform corporate
entrepreneurship in both domestic and international con-
texts. In addition, our results show that previous experience
of alliances, mergers, and acquisitions is an important factor
when firms choose how to perform corporate entrepreneur-
ship operations. Prior experience of alliances makes firms
more likely to choose this method of growth again in future
corporate entrepreneurship operations.

Limitations and Future Research

This research is not free from limitations. The proxies
for similarity and complementarity (used as a result of sec-
ondary information sources) are one such limitation. Some
authors point out that measures based on SIC codes could
have limitations because they are subject to a bias effect and
are discrete measures that may not accurately reflect types
and degrees of relationships. For this reason, combining
these information sources with primary sources (such as
surveys, structured, and semistructured interviews) would
be interesting, and this would provide a more comprehen-
sive approach to studying these concepts.

Future research is likely to develop integrated models
that combine the variables and relationships under study.
Subsequent empirical research should perform longitudinal
studies that analyze this decision within different time-
frames and in different countries.
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Notes

1 Duplicate observations resulting from repeated announcements
or operations associated with more than one growth form (alli-
ance and/or acquisition) were eliminated.
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