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Original Research Article

The pivotal roles of network statusin inter national strategies alliance
and assets creation of emer ging economies

---- Based on the case study of Chinese Huawei Company
Abstract:The motivation of enterprises from emerging ecomamiies in their
selection of international strategic alliance parsn while also considering market
location, international expansion, and technoldges@hanges. Social network theory
is adopted in this study to explore the influenteeaiwork status and creative assets on
how these enterprises select their partners. TaetFprises must select the central
position in the network and then consider closeicstiral holes and rich creative assets
as their strategic alliance partners.
Keywords: Emerging economies;Strategic alliance; NetworkustaCreative assets;

Case study.
1. Introduction

How do enterprises from emerging economies geofit from international joint
ventures? Although strategic motives and partnéecien criteria have become
popular research themes in the examination ofniateynal strategic alliances (ISAs),
only few studies have specifically investigatedpleespective of local partners (Hitt et
al., 2004; Luo, 2002; Yan & Gray, 1994), with thmaf providing a detailed analysis
of enterprises from emerging economies. The coatiawglobal economic integration
has driven enterprises to expand via cross-boraggens and acquisitions, through
which ISAs are established to develop the inteonati market.

However, ISA studies from developing countries hgiven little consideration to
the strategic objectives of local firms and haventyareated them as passive partners
(Li & Shenkar, 1996, 1997). This lack of considematpresents a particular weakness
because the underlying motivations for ISA formatazan differ markedly between
local firms and their foreign partners (Dacin,199Dgmirbag,1995; Tallman,

1990;Yan,1994).Many studies on ISA partner selectimave investigated the
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perspective of western multinational enterprise®Bg) (Arino,1997;Geringer,1988;
Glaister,1997), but only few have specifically exaea the perspective of enterprises
from emerging economies (Hitt et al., 2004; LuoD20 Hitt et al. (2004) and Luo
(2002) contend that foreign and local partnerseditfemendously in their strategic
motivations and partner selection criteria for aalie formation. They find that
organizational background and competitive advantaegert different effects on
strategic alliance; hence, they encourage additr@saarch on the perspective of local
partners (Hitt et al., 2004; Luo, 2002).

Yet though these theoretical views are helpful famiding issues remain. First, the
empirical support for the existing theoretical view limited. The empirical findings
have often been statistically modest (e.g.,Hilaketl992), and sometimes they have
conflicted with theory or with each other (e.g.,&u@ Govindarajan, 2000; Tsai,
2000). Second,the existing theoretical views fooms developmented firms ,the
theoretical views of emerging economies is little,lt is important for emerging
economies to know how to choose partner.Third,etherno empirically grounded,
theoretical account of the distinct actions thaeaeives take to create effective
international strategies alliance.

To solve these problems, we examine several aspkttie main topic, including
those stated below.

(1) We investigate the motivation of enterprisesegiablish ISAs. The strategic
motives of enterprises from both developed and gimgreconomies differ in many
areas. An ISA is a cross-country partnership anesigrprises, which aims to achieve
a specific strategic target. Strategic alliances loa formed through equity sharing,
mergers, joint ventures, research and developm&®&D] partnerships, joint
production, joint marketing and distribution, artier forms of non-equity (Durning,
1995). Coalition partners aim to achieve coopenatimong international enterprises
(Geringer, 1991). Previous studies have investij#tte key factors involved in the

selection of ISA partners, with earlier studiesusiog on the perspective of local
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partners (Hitt, 2005). However, empirical studiestbe partner selection process of
enterprises from emerging economies are relatifely, considering that these
enterprises are often investigated as extensiongstern MNEs (Hitt, 2005).

(2) We explore the relationship between the stratemtives and the partner selection
criteria of enterprises from emerging economieggcitordance with a specific strategic
purpose. The aim is to determine how such entepiselect task- or partner-related
ISA partners.

(3) We investigate the enterprise network centatustand creative assets partner
selection criteria to explore whether enterpristvoek centricity and creative assets
can influence partner selection.

We use cases and data from MNEs in China, arguthiglybiggest emerging
economy in the world, to test our assumptions. @ieeelopment of China can be
inferred from the data of its MNEs. Studies onltha partners of Chinese MNEs are
mainly conducted from the perspectives of orgarepatcontrol, ownership
arrangement, get-into strategy, and performandeente.

Studies on how Chinese enterprises establig{s [&e relatively insufficient.
Studies on foreign investment and transnationastment mainly focus on Chinese
enterprises and their current partner selectidaraai In response to the lack of related
studies, the current study will investigate theuatfituation of Chinese enterprises
through literature review, web research, and athapirical research methods. We also
analyze how Chinese enterprises select their ISpes. We specifically investigate
the international enterprise partner selection rhadeHuawei, which is the most
representative MNE in China, and is included amibhregFortune 500 companies. We
investigate the partnership of Huawei with 32 safievand terminal product firms by
examining the social networks that exist among themad by analyzing the data from
enterprises that tend to choose ISA partners barséldeir network center position and
rich creative assets.

This article is arranged into several sectionsstFiwe introduce the theory
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backgroup,we explore the motives of enterprises thedselection criteria to seek
strategic alliance partners. Second, we discusset@arch methods, we investigate the
partnerships of Huawei with foreign companies fiesocial network perspective, with
the aim of investigating how network location anelative assets influence its selection
of strategic partners. Third, We find that netwoekter position, closer structural roles,
and rich creative assets of foreign enterpriseshereriteria used by enterprises from

emerging companies to select ISA partners.
2, Theoretical backgroup

The selection of ISA partners must be driven byrain motive. By establishing
such partnerships, enterprises can gain complemyaeisources and additional market
knowledge. This venture also helps a company stbdymanagement knowledge,
technology, and new products of their partner firtes improve the former's
competitive advantage.

Local and multinational enterprises have differgmnategic motives for selecting
ISA partners. The considerable heterogeneity in ithitutional environments,
resources, and asymmetric abilities may affect rtfegivation of enterprises from
developed and developing countries to form ISAschSdifferences often lead to
formation of different partner selection criterigor example, enterprises from
developing countries consider technology exchalegagning management skills, and
access to the international market as their maateggic motivations (Beamish, 1987).
Such firms also choose strategic partners to imgtbeir technical abilities (Beamish,
1997), learning management experience (Pearsof), 188 profit (Shenkar, 1990) as
well as to earn foreign exchange through exportg.cBntrast, enterprises from
developed countries consider access to the locakanainternational expansion
(Glaister, 1993), local government policy implensiun (Teagarden, 1991), and
access to cheap resources (Child, 1990) as theitegic motivations. From the
perspective of enterprise resource base theoryeHdl. (2004) find that a technical

(technological) gap exists between enterprises fromarging and developed countries,
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in which the former depends on the latter to enbatiweir technical abilities.
Specifically, enterprises from emerging economiesa#iracted by the highly advanced
enterprises from overseas. By cooperating withetlaetvanced enterprises, those from
emerging economies can quickly learn new key telcignes.

Enterprises from emerging economies also considekenlocation, international
expansion, and technological exchanges as theiivations for establishing ISAs.
These enterprises select task- and partner-refetedders according to their strategic
motives.

Based on the literature review, we find thatréasgearch on the ISAs of enterprises
from developed countries has attracted relativeftume transnational investments,
whereas the partner selection criteria of entegprisom emerging economies have
attracted limited research attention. Previousistuttave mostly employed a static
perspective to explore such alliance. Given itded#int development stages and
characteristics, alliance management is considethamic process.

Therefore, from the perspective of motivation, wgua that enterprises from
developed countries and emerging economies hafaratit strategic motivations and
partner selection criteria. Enterprises from enmeggéconomies also have different
motives for selecting task- and partner-relatedneas.

The continuous global economic integration has tedthe emergence of
international business strategic alliances. Then&dion of such alliances not only
presents the most common strategy for enterprisenter the international market,
they also provide opportunities to shared resousares acquire knowledge through
long-term cooperation. However, the formation eht&gic alliances has a very high
failure rate; thus, selecting the right partnemaigey factor in the success of such
alliances. Choosing the appropriate ISA partneessential in ensuring the success of
such alliances(Harrigan,1998). Having the righeéstbn criteria also helps strengthen
the skills and resources of the involved entergrisieus affecting the ability of such

alliances to achieve their strategic goals (Gerng@91).
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Given that choosing ISA partners is a very difficotocess, which affects the
success of an alliance, several studies have igaéstl several ISA partner selection
criteria. Geringer (1988) classifies such criteido task-related selection and
partner-related selection criteria. The former nef® the success of an enterprise in
gaining competitive and strategic resources asagdlh securing the required skills for
establishing strategic consistency between partidrs latter refers to how partners
collaborate effectively to achieve consistent coapen among organizations.

Johnson (1995) proposes five dimensions relatéobto enterprises choose their
partners, namely, duration, frequency, link divigtssymmetry, and cooperation.
Seirra (1995) proposes the "3C" standard, namebmgatibility, Capability and
Commitment, for choosing strategic partners. Wikin (1995) analyzes the “4C”
framework for choosing ISA partners, in which partnfirms that provide
complementary skills and organization culture vatre another have the same goals
and commensurate levels of risk, allowing themdalize their cooperation target.
However, Rackham (1996) finds that business reialigp cannot be used as the basis
of partner selection; instead, he proposes theviitlg conditions of partnership
options: creation of contribution potential, shaxedue, environment, and favorable
partnership with suppliers.

From the perspective of foreign enterprises, LI898) suggests that the desire of
Chinese enterprises to access the local markatresscarce or cheap resources, and
promote international expansion has driven therastablish strategic alliances with
foreign companies. The differences in their motivieve led to the formation of
different partner selection criteria. Luo (1998)ywes that variations in culture,
infrastructure, and government policies across t@ms have generated different
purposes for establishing strategic alliances. lhege a change in the external
environment of the partner selection criteria clo @hange the purpose behind the
formation of strategic alliances.

Li Dong (2006) argues that the selection critera@alaghly associated with the task
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determined by the strategic motivation. The tagletselated to the selection criteria is
usually specific to the alliance, whereas the masinip type related to the selection

criteria is more inclined to the comprehensive praps of the alliance.

3. Research methods

Given limited theory about how the pivotal rolesneftwork status in international
alliance strategies and assets creation of emergingomies, we relied on inductive
theory building using Chinese Huawei Company.Huaveeithe second largest
telecommunication equipment supplier, the thirdyést smart phone manufacturer,
and the leading supplier of information and comroation solutions in the
world.Huawei constantly promotes the internatiaration of its R&D department and
actively seeks ISA partners. However, its partedecion criteria remain unknown.

Given that Huawei primarily provides software, netkwand terminal products,
we select several enterprises that develop softeadeelated end products according
to the following criteria: (1) higher turnover, hidevel of technical production and a
strong capability to digest and absorb technol@@)ya large number of creative assets;

and (3) a high proportion of corporate research dadelopment input. After the

screening process, we select the following comgafiem the US, Motorol & %
$7), Microsoft( $#%k ), Dell( B‘R ), Apple( Z=R ), Utstarconf UTETEEE ), Palm,
IBM, Cisco( &%} ) and Alcatel-Lucent FI/R<45B1ifl ) ; from Germany, Siemens
( I7F ), Bosch( {&tt ), SAP, Covey R4 ), 3S, Bit-side, Cekay ®5%K ) and
Keller; from Japan, Toshiba%®RZ ), Sony( &€ ), Panasoni¢ #AT ), Sharp( E
& ), Fujitsu( EX & ) and NEC; from South Korea, Samsyng £ ), LG, NC and
Tmaxcore; and from India, Seelef#i Fl# R 227 ), Infodys, HCL{ HCLE AR F] ),

Mr Dia ( BEBYZ4 ) , and Micromax.

Table 1 International strategic alliance of entsgcooperation network nodes
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( FIRFASEAT )

USA Germany Japan Korea India
MOTOROLA Siemens Toshiba | Samsung
C1 Seeley HFIFEARLT )
(BREFH) (AIF) (FZ) (=E)
C2 |Microsoft( #% ) | Bosch( &ttt ) SONY(%E LG Infodys
Panasonic HCL
C3 Dell (#7R ) SAP NC
(MT) (HCLEARZAF] )
C4 Apple (g ) |Covey( 4 ) Sharp Ex ) Tmaxcore| Mr Dia (5=aig )
UTstarcom Fujitsu
C5 3s Micromax
(UT Bk ER ) (EXE)
C6 Palm Bit - side NEC
C7 IBM Cekay( #% )
C8 Cisco( 2#t) KELLER
Alcatel-lucent
C9

We use social netwok model to explore Huawei hosvgivotal roles of network

status in international strategies alliance andtasgeation of emerging economies.

Huawei choose the partner,which depends on itgedita motive, the partner of

international

strategies alliance.To access to thkehnology,Huawei

choose

Motorola@ £ % HI), Microsoft ( #%X ) , Dell ( #7R ) , Apple ( & ) , Utstarcom

( UTHTIAEE ), Palm, IBM, Ciscq 2%} ) and Alcatel-Lucent F/R F45EA1fl ) and

another films who has great technoly skill. To ascesthe international market,Hua

wei choose the films who has good brand of itsllocarket,and the key location of

network,to improve Huawei’s profile to access tiemational market.

Ucinet is used on the collected enterprise cadmn data. NetDraw is then used to

illustrate the enterprise cooperation network, whécpresented in the following figure.
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Figure 1 International strategic alliance entegdsoperation network diagram

4, DataCollection

The links between nodes reflect the cooperativeicriships among enterprises.
This study adopts the network retrieval methodet®dnine the cooperation among the
enterprises within the networks. At present, tloi laf systematic information or data
can result in massive workload. Given that the eoafpon among international
enterprises cannot be accurately reflected byssitatl data alone, the network
information retrieval method can be used to deteemihe cooperation among
enterprises. Information must be retrieved as muash possible to create a

comprehensive, accurate, and complete dataset.
We relied on two data sourcesearch engines and company websites..The data

sources provides more accurate information and owgw the robustness of the
resulting theory. We compare two enterprises udhmg retrieved information to

determine whether a partnership exists between .tlH@moperation is established

between two enterprises if they have signed areaggat to cooperate with each other.
We obtain information on the cooperation and exgeaof the 32 selected enterprises
by visiting their websites. We use columns as baragks for the company selection
process, in order to determine the relationshigmefenterprise with another. When two

companies sign a cooperation agreement or framewbek cooperation network
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relations between these companies is marked athére is no agreement, it is marked
0. Table 2 shows the 496 observations collectéhddardata search.

Table 2 international strategic alliance cooperatiocess list

Search engine Company web Other way Not retrieved Total
Number| Rate Number | Rate | Number | Rate | Number | Rate
105 21.20% | 18 3.60% | 9 1.80% | 364 73.40%| 496

5. Data Analysis

5.1 Degree centricity

Degree centricity reflects the importance of theeggrise in its embedded social
network. A higher level of degree centricity siged that an enterprise has high
reputation, credibility, and capability to use extd resources, enabling it to generate
more resources and information for its own advasmtégcording to Tsai, an enterprise
located closer to the center of the social netwaik a greater access to a large number
of other enterprises and to the latest knowledgheindustry, allowing it to enhance
the depth of its existing knowledge. Stam and Ejfargue that an enterprise located at
the core of the enterprise cooperation networkahlaigiher tendency to select strategic
partners. In terms of information superiority, aniegprise positioned at the center of
the network has the advantage of increasing istivee assets. Therefore, enterprises
from emerging economies tend to be positionedeatémter of the network to establish
an ISA. The degree centricity of the selected firsnsnalyzed below.

Table 3The degree centricity of the selected firms
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=2 3

Desr=es FMrmllesres Share

IEM 19, 000 51, 290 Q. Ded
Microsoft 15, 000 52, 065 O, 080
i=sco 17. oo 4. B39 0. 05T

S Aam=sare 17. Qo0 Sda. 2349 o, 057
To=shika 1&. 000 51. 613 0. 054
Aprle 1&. 000 51. 6132 0. 054

Soros 15, 000 42, 38T . 050
Fujitsu 14, 000 45, 161 0. 047
Siliemens 14, 000 45 161 Q. 04T
Del1l 13, 000 41 . 935 O, 044

hEC 1=Z. 000 41 . A5 0. o4

SAaF 1=, 000 41 . 9=5 S e = S
MOTOROL A 1=, 000 SE.T10 O, o040
Sharp 12, 000 228,710 0. o040
Parnasoni < 120 000 =8. 710 . a0

Falm 11. 0o 25,484 0. Q37
Alocatel —1lucent 10, 000 22, 2B=2 Q. 034
L& 10, OO0 S22, 258 . 034
Bo=ch T. Q00 22, 5581 0. =23
UTstarcom S. 000 16129 o, 017
HCL. 5. oog 16, 129 o, 017
Zonsens S. 000 9. BTT o, 010

Mr Dia S. 000 D BTT . 010
Celtans S. 000 9. ETT 0. 010
Infodss S. 000 Q. BTT Q. 010
o S. 000 D EBTT . 010

Sesel e S. 000 D, ETT 0. 010
Mi cromax =S, 000 D BTT O, 010
Tmaxcore =. 000 E. 45> o 007
EELLER 2. 000 B, 452 0. 00T
Bit—side 2. 000 5. 4532 Q. 007
=5 2. 000 B, 4532 O, ooT

Located at the center of the enterprise networkyl IB considered the most
important enterprise within the cooperation netwdigram. This is followed by
Microsoft, Apple and Cisco, which has a large nundjereative assets similar to the
top 500 enterprises in the world. Meanwhile, HCthteologies, Infodys, and Keller
have the least number of creative assets and arsidemed the least important
enterprises in the network. Therefore, when chaps8A partners, enterprises must
choose those firms with a high degree centricitg.(dBM, Microsoft, Apple, and
Cisco).

5.2 Closeness centricity

Closeness centricity determines the tightness stadice between each node
within the social network. A higher degree of closss centricity indicates that a node
has the shortest distance to other nodes and hibatest of the nodes are closely
positioned with one another. This measure alsdtiitesthe node located at the center
of the network.

Located at the center of the network, IBM has tighést closeness degree with the
other companies in the network, followed by Micrbs@pple, and Cisco. HCL
Technologies, Infodys, and Keller have the leasiamof creative assets and have the

lowest closeness degree with other companies. fidreravhen choosing ISA partners,
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enterprises must select those firms that are |dcat¢he center of the network (e.g.,
IBM, Microsoft, Apple, and Cisco).

Table 4 The closeness centricity of the selectaalsfi

1 2 3 4

infarness outFarness InCloseness outCloseness

IBM 47, 000 42, 000 GBR. 95T 64, BE3
Microsoft 49, 000 50, Q00 63, 265 B2, 000
Apple 50, Q00 54, 000 B2, 000 BT. 407
Toshiba 51. 000 BG. 000 G0, TE4 e T
Cisco B2, 000 B0, Q00 59, BlE B2, 000
Samsung B2, 000 53, 000 59, BlE hE. 491
DELL 53, 000 54, 000 hE. 491 BT. 407
Fujitsu 54, 000 55, Q00 5T. 407 56, 364
SAF 54, 000 54, 000 BT. 407 BT. 407
Sharp BE. Q00 54, 000 bG. 364 RZ. B4z
Siemens BR. Q00 BR. Q00 BB, 364 BB, 364
NEC BG. Q00 BG. Q00 B BET Bl BET
MOTOROL A BT. Q00 54, 000 54, 386 RZ. B4z
Sory 5T. 000 56, 000 54, 386 e L
Alcatel —lucent G0, 000 61, 000 El. BET B0, BZ0D
Falm 61, Q00 B0, 000 B0, BZ0D El. BET
Fanasonic 51, Q00 53, 000 B, BZ0D 49, 206
LG 53, 000 BT, 000 49, 206 46, Z649

HCL 4. 000 65, 000 48, 438 47. 692
Bosch BT, Q00 BT, 000 46, Z649 46, 2649
UTstarcom 70, 000 T1. 000 44, 286 43, BEZ
TZ. 000 TZ. 000 43, 056 43, 056

Covey T3. 000 T7. 000 42, 466 40, Z60
Micromax T4, 000 Th. Q00 41. 892 41. 333
Infodwvs TE. Q00 T3. 000 41. 333 42, 466
Cekay TT. 000 TT. 000 40, Z60 40, Z60
Mr Dia aZ. 000 a3, 000 33. 696 Barnon
Tmaxcore ak. 000 ak. 000 32. 632 32. 632
38 aT. 0o 100, 000 31. 959 31. 000
Seelew Q9. 000 QAT 000 o 31. 959
Bit—=side 101. 000 101. 000 30. 693 30. 693
EELLER 107, 000 TT. 000 28. 972 40, Z60

5.3 Betweenness centricity

This refers to the distance between a node anckifter of the network. The extent
to which the other nodes are connected with onéhands termed “mediation.” A node
located close to the network structural holes (mtdiary centricity) of an enterprise
generates a bridge (bridging) effect in the infaioradissemination process. As shown
in the figure below, a structural hole has a largmber of “weak links” or weak ties.
The mediation degrees of Cisco and IBM are high,tae location of these enterprises
enables them to diversify their information contad well as to understand the
technological status quo and future developmenttwdr sectors in the market; in turn,
this increases the breadth of their information. mAentioned earlier, diversifying
information superiority, advantage, and control carease the creative assets of an
enterprise. Therefore, an enterprise must positsaff at the center of the network to

establish an ISA. Such position allows it to accaesariety of market information,
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enhance its information control, and boost its iveaassets.

Table 5 The betweenness centricity of the seldoted

Betweernmes=ss nBetweenne=ss
Cis=sco 141. 403 15. 205
IEM 113, 103 12, 162
Toshika =22 244 9. 4289
Celiass 23. 659 2. 996
Dell sy s T. 269
Infaodi= TO. BE16 T. HEZ
Apple B0, 156 5. d52
Conrens 57. 500 BE. 1233
i [ 53 T30 ST
Microsoft S8, B6EG 4. 155
Micromax 32, 263 S, 462
Bo=ch Z23. 513 2. 528
SAamsSLns 22773 2,449
HZL. 19. 64= 2RSS
Fuajit=sua 1. 244 1. 211
SOLY 16. 2582 1. 742
21l emens 15, 957 1. 716
Panasoni o 1Z. 070 1. 298
MOTOROL & 10, 91= 1.174
3= 10, 471 1. 126
Seel e 9. 933 1. 0O6=
HEC 9. B2T 1. 057
Bit—=side Q9. 332 1. 0od
M Dia 9. 070 0. 975
Palm 2. 0382 0. 859
Tmaxcore T. BG4 0. 824
=harp 4. 7249 0. 509
ABlocatel —lucent S. 603 o. 33T
EELLER 1. 8735 0. 201
TTl=tarcom 1. 213 0. 195
L& 1. 210 0. 195

6, The pivotal roles of network status in international alliance strategies and

assets creation of emer ging economies
In this work, we investigate the network centri@tyd creative assets of enterprises

from emerging economies and their ISAs partnersutlin a case study. An excellent
network location attracts more social capital fer €nterprise, provides quick access to
resources, facilitates the rapid collection andefisination of information on market
and technology, and enhances the credibility ofrtdevidual or organization.

The location of the “central” social network refigdts ability to control and use its
embedded resources. Network centricity has thremgonamely, degree centricity,
mediation centricity and closeness centricity. [@egcentricity reflects the embedded
importance of the enterprise in its social netwavkjle mediation centricity reflects

the closeness of an enterprise in the social né&tteathe structure hole. It is also of the
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main measures of the individual in the network e two structural indexes.

An enterprise with a higher degree centricity higbér reputation, credibility, and
capability to use external resources. Degree @#mtrcan bring more resources and
information that are beneficial to the enterpril®ira, 2011). The external network
takes a center position in the social network; hareloser contact with an increasing
number of enterprises provides an organization mitine access to the latest industry
knowledge and enhances the depth of the latter&ieg knowledge (Tsai, 2001). In
other words, an enterprise that is more inclinedhimose a strategic partner is located
in the core of the enterprise cooperation netw8thrf, 2008).

Known as strategic assets, creative assets ardogedefrom natural resources.
These assets are tangible on the day they areedrdait may become invisible two
days after they are created. Creative assets imc¢hel inherent assets of people, the
ownership system, as well as the capability of mizgtions to accumulate knowledge,
skills, learning, and experience. In terms of infation superiority, an enterprise
located at the center of the network has a highreddncy to increase its creative assets.
Therefore, enterprises from emerging economiestiepthce themselves at the center

of the enterprise network to establish an ISA. Buisimary suggests:

Proposition 1la: A central position in the enterprise network aféettte ability of an
enterprise to accumulate creative assets. Furthherradnigher degree centricity makes
an enterprise more conducive to accumulate creatigets.

Proposition 1b: A central position in the enterprise network affehbw enterprises
select their ISA partners. Furthermore, a higheell®f degree centricity motivates
enterprises from emerging economies to establ&hagegic alliance.

Closeness centricity determines the tightness stadice between each node
within the social network. A higher degree of clesss centricity indicates that a node
has the shortest distance to other nodes and hibatest of the nodes are closely
positioned with one another. Therefore, enterpris@s emerging economies tend to
choose the partner who is close to another firms®fenterprise network to establish

an ISA. This summary suggests:
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Proposition 2a: The position in the enterprise network affects #ielity of an
enterprise to accumulate creative assets. Furtlrernaohigher closeness centricity
makes an enterprise more conducive to accumulatgice assets.

Proposition 2b: The position in the enterprise network affects lewerprises select
their ISA partners. Furthermore, a higher levelctdseness centricity motivates
enterprises from emerging economies to establghategic alliance.

By contrast, an enterprise that is positioned cldsethe hole (intermediary
centricity) of the enterprise network has a higtegrability to disseminate information
in the bridge (bridging). Given that a hole hasuig@é number of “weak links” or ties
(Burt, 1992), an enterprise located near a holethasadvantage of being able to
diversify its information control by understanditig status of other industries and the
future development of the market and technologyaiT2001). By diversifying
information superiority and advantage, thus faatlitg information control, an
enterprise can increase its creative assets. Tdrereénterprises from emerging
economies tend to establish ISAs in the core oh#tevork, increase their access to a
variety of market information, enhance their infation control, and boost their
creative assets. This summary suggests:

Proposition3a: The position of the hole in the enterprise netweak influence how
enterprises accumulate creative assets. Furthendigher degree of mediation
centricity increases the breadth of the accumuletedtive assets.

Proposition3b:The position of the hole in the enterprise netwafkects how
enterprises from emerging economies select theategfic partners. Furthermore, a
higher intermediary centricity increases the tewgleior enterprises from emerging

economies to establish an international alliance.
7 . Discussion

A distinguishing feature of this paper is that timelings are reported based on a
case study of Chinese parent firms and their gfimtdliances with foreign enterprises.

The highest-ranked strategic motives of enterpfiges an emerging economy include
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maintaining market position,international expanson technology exchange. By
contrast, the major strategic motives of foreigm8é (as perceived by their Chinese
partners) include market penetration and learnow to operate successfully in China.
This study contributes to the existing literatuyadentifying the relative importance of

network location and creative assets on the foonatif strategic alliances between
ISA partners, which has been rarely investigategravious studies. Based on our
findings, the distance of an enterprise from thatewe of the network affects its

selection criteria when forming ISA partnershipshigher degree centricity increases
the tendency of enterprises from emerging econotoiestablish an alliance, hence
supporting Proposition 1b.

Closeness centricity determines the tightness stadice between each node
within the social network.According to the casedgithe firm who is close to another
firms,it has more creative assets.A higher degfetoeeness centricity indicates that a
node has the shortest distance to other nodeshahthe rest of the nodes are closely
positioned with one another,hence supporting Piiipn&a and Proposition 2b.

We also examine how the position of a hole in tbevork structure can influence
the accumulation of creative assets. Table 5 shibatsa higher mediation centricity
improves the breadth of the accumulated creatisetasThe location of the hole can
also affect how enterprises from emerging econorsédsct their strategic alliance
partners. A higher intermediary centricity increasiege tendency of enterprises from
emerging economies to establish alliances with a&icodar enterprise, hence
supporting Proposition 3a and 3b.

Selecting ISA partners has an important theoretical practical significance for
enterprises from emerging economies. These endegpare motivated to form ISAs to
penetrate the market and obtain knowledge fromnparénterprises coming from
developed countries. The former also aim to seaypesition in the market, achieve
international expansion, and facilitate technoltgnsfer. By empirically analyzing

the selection criteria of Huawei, a major Chinesmpany, we find that enterprises
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from emerging economies must choose those firntsatiedlocated in the center of the
network and have a large number of creative asg®ts forming strategic alliances.
This study suggests the following managerial ingilans.First, the process by
which enterprises from developed countries chodssr tISA partners has been
documented in many studies. However, how enteiprisEn emerging economies
choose their strategic alliance partners has gdimégd research attention. This study
has a certain practical significance by addressiig research gap. The emerging
market local firms are likely to have differentatrgic motives and to seek different

types of partners compared to firms from developedntries. The oreign firms
entering ISAs in emerging marketsmust consider floeal partnerstrategic motives

and needs as well as their own, if the alliande [#e successful. Emerging market local
firms not only select foreign partners for theisgarces and capabilities which are
important for the alliance to be strategically V&lbut also on the basis of a number of
partner-related selection criteria (trust, finahstability, good reputation, etc.) in order

that the alliance is operationally stable and foialty sustainable.
Second, in the emerging market context, logahd strategic motives for ISA

formation are likely to be dynamic and contingenta wide array of environment
factors such as the firmsompetitive position, as well as the nature andnsity of
competition in the market. Consequently, a merenlag from and acquisition of
foreign partnerstechnological and managerial capabilities mayhwdd as the most

important strategic motives for developing-couritmyns over time. The findings of the
study suggest that the emering firms are strongitivated to form ISAs with foreign
firms in order to effectively compete with existingpmpetitors and to maintain
competitive position in the market. Essentiallyasggic alliances are being utilised as
competitive weapons in the battle for national ghobal market share. Given that
strategic motivation and partner selection starsladiffer across enterprises,

enterprises hailing from emerging economies musbsé their partners according to
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their own unique strategic motives.

Third, creative assets are very important to aerpnse, and those with a large
number of creative assets are usually positiondldeatore of the network. Therefore,
enterprises from emerging economies must choodeguarwith a large number of
creative assets when establishing strategic a#srio increase their own creative
assets.

Despite its contributions, this field of study Istias several limitations. First, a
universal international partner selection model femterprises from emerging
economies has yet to be developed. Second, retatelies are being hindered by
limited amounts of data. Therefore, future studiesst expand their data sample to
improve the reliability of their results. Third, i$ not easy to categorize emerging
economies into a homogenous group, because thesdries greatly vary from one
another. Therefore, further national-level and carapive research must be conducted
to determine the differences among these economies.

A number of future research avenues are apparist, fhe findings demonstrate
that the strategic motives for alliance formation dxhibit patterns of relative
importance according to social network location @nelative assets. However, the
reasons underlying this evolution of strategic wexifor alliance formation are an
under-researched area. In particular, longitudstaties that examine in-depth the
dynamics of strategic motives would shed light be understanding of the way in
which the relative importance of strategic motiea®lves over time, and how this
varies with the strategic contexts. Second,thentisileoverlap between task-related
and partner-related selection criteria, suggesiisaiyreater clarification of task-related
and partner-related selection criteria based omectual variables (e.g. culture of the
partners, industry of the partner firms and thesreabf the ISA) would be useful, we
should extend this context by looking at differéyyes of alliances (i.e. distinguish
between licensing agreements, R&D agreement, magkaliiances etc.) and different

types of control. Moreover, an explicit link betwgeartner selection and performance
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is needed. Perhaps then we will be able to andveeiniportant question of how firms
select their partner in successful internationalegic alliances.Third,the key variables
influencing the relative importance of task-relased partner-related selection criteria
is a largely unexplored area but one clearly womhyinvestigation.Finally, future
studies which examine the task-related and parglated selection criteria of both
partners in an alliance are encouraged in orddretter understand the reciprocal

dependencies of ISAs.
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