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CHAPTER 3 

 

STUDY 2: DRIVERS OF EXPANSION STRATEGIES: AUTONOMY VERSUS 

PERFORMANCE 

 

Abstract 

This paper investigates how organizations choose between vertical and horizontal expansion 

strategies like alliances, joint ventures (JVs), and mergers and acquisitions (M&As). Using 

meta-analytic techniques, we synthesize 224 studies that assess the relationship between an 

organization’s resource dependence and the formation of vertical and horizontal expansion 

strategies. Our findings extend resource dependence theory by specifically relating 

dependence to whether a partner presides over complementary or similar resources and how 

that relates to the arrangement that is being adopted. They suggest that organizations prefer 

vertical and horizontal M&As over alliances and JVs to gain control over their business 

columns and to enlarge their market share. Furthermore, we show that organizations are able 

to improve their autonomy and legitimacy through the use of vertical and horizontal alliances 

as well as M&As, which in turn can also improve their performance. In addition, we observe 

that organizations make a tradeoff between overcoming dependence and improving their 

performance, suggesting that there is room for theoretical integration of theories on the 

strategic behavior of organizations and their performance. 

 

Keywords: Resource Dependence Theory; Complementary Resources; Similar Resources; 

Meta-analysis; Alliance; Joint Venture; Mergers and Acquisitions; Performance. 
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3.1 Introduction 

“Interdependence is a consequence of the open-systems nature of organizations – the fact that 

organizations must transact with elements of the environment in order to obtain the resources 

necessary for survival. It might be noted that interdependence has increased with the 

increasing specialization and division of labor among organizational entities. In the days of 

the pioneers on the American frontier when a family grew and made most of the things it 

required, the interdependence between the family and the various organizations it dealt with 

was less than for a family in the present, where there are specialized organizations providing 

a variety of goods and services, as well as organizations that purchase labor. To the extent 

that social organizations are self-contained, there is less interdependence between them. The 

amount of interdependence existing between organizations is not a given, but can change over 

time as organizations become more or less self-contained.” (Pfeffer & Salancik, 2003: 43) 

 

Although the most recent meta-analytic review of resource dependence theory (RDT) 

shows that organizations enter into interorganizational arrangements such as alliances, joint 

ventures (JVs), and mergers and acquisitions (M&As) to overcome environmental 

dependencies (Chapter 2; Drees & Heugens, 2013), a more thorough analysis of whether 

organizations do best by doing this vertically or horizontally to become more self-contained 

(Pfeffer & Salancik, 2003) is still lacking. More specifically, when coping with dependencies, 

organizations often make a tradeoff between (1) expanding vertically, by accessing 

complementary resources, which may enhance control over a firm’s business column or (2) 

expanding horizontally, by gaining access to similar resources that may enlarge market share 

(Tanriverdi & Venkatraman, 2005; Wang & Zajac, 2007). Concurrently, organizations adopt 

alliances, JVs, and M&As to overcome their resource dependencies and improve their 

autonomy and legitimacy (Davis & Cobb, 2010; Drees & Heugens, 2013; Hillman et al., 

2009). In turn, by enhancing their autonomy, defined as an organization’s freedom to make its 

own decisions about the use and allocation of its internal resources (Oliver, 1991b) and 

legitimacy, defined as the perception of an organization’s reputation and status (Suchman, 

1995), organizations can also improve the extent to which they generate accounting-based and 

market-based value or substantive performance (Meyer & Rowan, 1977). In short, it is clear 

that there is a path-dependent model that runs from trying to cope with dependencies, and 

setting up interorganizational arrangements, to enhance an organization’s legitimacy, 

autonomy, and performance. However, it is unclear whether this model is both valid for 

situations in which organizations expand vertically and for situations in which organizations 

expand horizontally. 

The reason for pursuing vertical and horizontal alliances, JVs, and M&As are 

manifold. First, an organization’s external environment can push it into coping with 
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dependencies, while providing the urge to increase its autonomy and legitimacy (Davis & 

Cobb, 2010; Hillman et al., 2009; Pfeffer & Salancik, 1978). Besides, organizations may 

expand vertically to prevent hold-up problems and horizontally to enhance their bargaining 

position (Holmström & Roberts, 1998; Williamson, 1979). Furthermore, lack of 

innovativeness or need for more efficiencies may push organizations to form vertical or 

horizontal interorganizational arrangements, so as to keep up competition and remain 

innovative. Hence, an organization’s interest in enhancing its autonomy, market share, and 

control over its business column can result in the formation of vertical and horizontal 

arrangements. Second, organizations may opt for vertical and horizontal arrangements in 

order to enhance their performance. In particular, better bargaining positions and product 

innovation can improve an organization’s revenues and performance (Lubatkin et al., 2001; 

Ramaswamy, 1997). The same holds for efficiencies and cost synergies gained from 

interorganizational arrangements. In turn, active shareholders and analysts can also influence 

the expansion strategies pursued by organizations, as these actors can push organizations into 

specializing and focusing in order to enhance performance and create more shareholder value 

or reduce the discount that often comes with conglomerates (Burch & Nanda, 2003; Laeven & 

Levine, 2007). In short, overcoming dependence and enhancing performance seem to stand in 

tense relation, as organizations seem to make a tradeoff between improving their autonomy 

versus benefiting financially. This suggests that the question whether to choose between 

expanding vertically or horizontally, is actually more a question of whether to cope with 

dependence or to enlarge market share and improve performance. 

To answer this question, we compare all the available evidence in studies relating 

resource dependence to the formation of alliances, JVs, and M&As, as well as performance, 

contributing to the literature in three ways. First, we expand Pfeffer and Salancik’s (1978) 

RDT model, by relating resource dependence to the complementarity and similarity of an 

organization and the vertical or horizontal arrangements that can be pursued. To this end, we, 

apply Hedges and Olkin-type meta-analysis or HOMA (Hedges & Olkin, 1985) and meta-

analytic structural equation modeling or MASEM (Aguinis et al., 2011; Cheung & Chan, 

2005) on a database containing the findings and characteristics of 212 published and 12 

unpublished studies. Our findings provide generalizable evidence suggesting that 

organizations prefer vertical and horizontal M&As over alliances and JVs in order to gain 

control over their business columns and enhance market share. 

Second, we explore the effects of vertical and horizontal expansion strategies. We find 

that all vertical expansions strategies enhance an organization’s autonomy, legitimacy, and 
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consequently their performance. However, this relationship appears to be less strong for 

vertical M&As, suggesting that its performance is driven by autonomy and legitimacy. This is 

even more conspicuous for horizontal M&As, which do enhance an organization’s autonomy 

and legitimacy, but not its overall performance. Possibly, this is caused by the fact that 

horizontal M&As come with higher premiums and more difficulties related to creating 

synergies, as gaining efficiencies often takes longer time and frequently comes with large 

reorganization costs (Hitt et al., 2009b; Krishnan, Hitt & Park, 2007). In turn, horizontal 

alliances appear to really benefit organizations, in terms of autonomy, legitimacy, and 

performance.  

Third, next to exploring the influence of relatedness between cooperative parties on 

organizations’ strategic behavior, we also explore the relationship between different 

organizational characteristics such as an organization’s size, age, leverage, and prior 

cooperative experience and the formation of specific vertical and horizontal 

interorganizational arrangements. While these variables are included in almost every study as 

control variables, we find large differences in their effects. For example, organizations that 

are larger and older are positively related to any type of alliance or JV, or horizontal M&A. 

Besides, prior cooperative experience positively relates to vertical and horizontal alliances 

and M&As, and horizontal JVs. In short, these findings suggest that different organizational 

characteristics can act as boundary conditions for interorganizational arrangement formation 

and performance. 

 

3.2 Theoretical Foundations 

3.2.1 Resource dependencies and vertical expansion strategies 

Resource dependence can be defined as the extent to which a focal organization 

depends on resources controlled by nominally independent parties in its environment (Pfeffer 

& Salancik, 1978). In order to cope with these dependencies organizations enter into 

expansion strategies like alliances, JVs, and M&As. At the same time, resource dependence, 

has been contested in terms of both its definition and its explanatory power over the last 

decades. In terms of the definition of resource dependence, Casciaro and Piskorski (2005) 

have argued for the need to distinguish between power imbalance, or the surplus of power one 

actor has over the other, and mutual dependence, or the sum of the dependencies between the 

two actors combined. In their study, the former does not lead to mergers and acquisitions, 

whereas the latter does. While previous meta-analytic evidence points out that there appear to 

be no differences in the effects of power imbalance and mutual dependence (Drees & 
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Heugens, 2013), organizations still opt for different integration strategies. More specifically, 

organizations have to make a choice between cooperating with suppliers and clients or with 

competitors who have similar resources. In short, an organization’s resource dependence may 

result in the decision to cooperate with another organization presiding over complementary or 

similar resources, deciding on a specific vertical or horizontal integration strategy depending 

on the availability and accessibility of these resources. 

Vertical alliances, JVs, and M&As may be the result of an organizations urge to gain 

access to complementary resources. However, complementarity, defined as the extent to 

which two or more firms’ resources are different, but interdependent and mutually supportive 

(Tanriverdi & Venkatraman, 2005; Wang & Zajac, 2007), may have different effects on the 

type of arrangement formed. In particular, organizations may prefer to pursue acquisitions to 

access complementary resources and gain full control over their business column. 

Correspondingly, organizations can reduce their dependencies, enhance their bargaining 

power, and prevent competitors from gaining control (Argyres & Liebeskind, 1999; Lippman 

& Rumelt, 2003; Pearce, 1997). In turn, they may prefer to refrain from forming vertical 

alliances or JVs, as these can result in knowledge leakage and as they can suffer from trust 

and control issues (Das & Teng, 1998; Gulati, 1995; Krishnan, Martin & Noorderhaven, 

2006). While numerous empirical studies provide evidence that resource dependence indeed 

results in the formation of alliances, JVs, and M&As (Dussauge et al., 2000; Garrette & 

Dussauge, 2000; Park et al., 2002; Pfeffer, 1972a, b; Pfeffer & Nowak, 1976a), we expect that 

this relationship is mediated by an organizations need for complementary resources. More 

specifically, organizations opt for vertical integration based on their dependence and 

organizational need for complementary resources. Organizations won’t opt for vertical 

alliances and JVs, but for vertical acquisitions to gain more control over their business 

column. We therefore suggest the following Hypothesis: 

  

Hypothesis 1a: The relationship between resource dependence and vertical alliance 

and JV formation is negatively mediated by complementarity, while the relationship 

between resource dependence and vertical merger and acquisition formation is 

positively mediated by complementarity. 

 

3.2.2 The performance of vertical expansion strategies 

Organizations are able to benefit from vertical integration in several ways. In 

particular, they are able to prevent the loss of decision-making autonomy (Oliver, 1991a), and 
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enhance their legitimacy so as to keep relations with resource-providing parties beyond their 

formal control (Oliver, 1991b). This view highlights RDT’s roots in organizational sociology, 

and gears it towards explaining patterns of organizational responsiveness to external demands 

and expectations. However, while keeping up with the premises of RDT, organizations 

eventually aim to enhance their returns and substantive performance (e.g., Pfeffer, 1972b; 

Villalonga & McGahan, 2005; Weitz & Shenhav, 2000). Hence, further assessement is 

possible by comparing vertical and horizontal alliances, JVs, and M&As in relation to 

performance, and by assessing whether an organization’s performance runs through these two 

variables. We see three reasons in particular. First, organizations can overcome transaction 

boundaries and improve their bargaining positions by using all types of vertical expansion 

strategies. Correspondingly, organizations can enhance the control they have over their 

business column and improve their autonomy and eventually their performance (Davis & 

Duhaime, 1992; Pfeffer & Salancik, 1978; Williamson, 1975). Second, organizations can 

benefit from the reputation their partner has and consequently improve their legitimacy 

(Mishina, Pollock & Porac, 2004; Pollock et al., 2010). Third, vertical alliances, JVs, and 

M&As can enhance an organization’s innovativeness, resulting in exploration and the 

development of new products. This, in turn, may reduce their dependence on resources in 

their environment, and improve their autonomy, legitimacy, and performance. In short, 

through setting up vertical interorganizational arrangements, organizations can improve their 

autonomy and legitimacy, by which they are able to enhance their substantive performance. 

See the following two Hypotheses: 

 

Hypothesis 1b: The relationship between vertical alliance, joint venture, and merger 

and acquisition formation and focal organizational performance is positively mediated 

by focal organizational autonomy. 

 

Hypothesis 1c: The relationship between vertical alliance, joint venture, and merger 

and acquisition formation and focal organizational performance is positively mediated 

by focal organizational legitimacy. 

 

3.2.3 Resource dependencies and horizontal expansion strategies 

 More diversified conglomerates often have a lower market value compared to more 

specialized firms that are not affected by a conglomerate discount (Burch & Nanda, 2003; 

Laeven & Levine, 2007). Perhaps, this is why shareholders and analysts often argue that 
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organizations should specialize and not explore too many activities outside their business 

column. Organizations may respond by only expanding horizontally and setting up 

arrangements with organizations that have similar resources to theirs, resulting in a larger 

market share. More specifically, next to enhancing control over their business column, 

organizations can also improve their bargaining position and market share through forming 

horizontal alliances, JVs, and M&As (Garrette, Castañer & Dussauge, 2009; Lubatkin et al., 

2001; Wang & Zajac, 2007). However, they may differ in their preference for these 

arrangements when expanding horizontally. In particular, organizations may not prefer to 

form horizontal alliances or JVs as these come with the risk of knowledge leakage to 

competitors (Galunic & Simon, 1998; Tsang, 2002). In turn, they may resort to M&As in 

order to gain full control and prevent these issues. Furthermore, horizontal M&As may be 

preferred over alliances and JVs as that gives the opportunity to take a competitor out of the 

market, the opportunity to grow and build a larger firm, and the chance to reduce 

dependencies (Chatterjee & Hambrick, 2007; Haleblian et al., 2009; Hayward & Hambrick, 

1997; Roll, 1986). Hence, although organizations may form alliances, JVs, and M&As to 

cope with resource dependencies (Hillman et al., 2009), their preference for each of these 

arrangements may differ when it comes to the horizontal expansion of their organization. In 

short, when experiencing the need to expand horizontally and given the opportunity to choose 

between alliances, JVs, and M&As, organizations will prefer the latter and not the former 

two. See the following Hypothesis: 

 

Hypothesis 2a: The relationship between resource dependence and horizontal alliance 

and joint venture formation is negatively mediated by similarity, whereas the 

relationship between resource dependence and horizontal merger and acquisition 

formation is positively mediated by similarity. 

 

3.2.4 The performance of horizontal expansion strategies 

Although we expect differences in preference for horizontal arrangements in order to 

overcome resource dependencies, we expect that they all positively contribute to an 

organization’s autonomy, legitimacy, and substantive performance. At least three reasons 

support this logic. First, through expanding horizontally organizations can spread their 

resources over a broader range of products. Consequently, they can improve their bargaining 

position, reduce transaction costs, and increase their scope (Lubatkin, Roland, Very & Veiga, 

1998). Second, in the long run organizations can gain efficiencies and economies of scope 
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through achieving cost savings and synergies (Capron, 1999). However, this is often in the 

long term, as it takes time to integrate and earn back the costs that have been incurred with the 

high premiums paid (Capron & Pistre, 2002; Laamanen, 2007). Hence, organizations often 

first benefit in terms of autonomy and legitimacy, while they are only able to benefit 

financially in a later stage. Last, organizations can create inimitable capabilities by focusing 

(Prahalad & Hamel, 1990) and thus only expanding horizontally. In sum, when firms expand 

horizontally, organizations first focus on absorbing their partners’ specific competencies and 

improving their own autonomy. For that reason, after developing specific capabilities and 

market positions, organizations are more autonomous and legitimate, after which they may be 

able to benefit financially. Even though RDT has not been explicitly framed as a theory of 

strategic management capable of explaining performance, the antecedents of forming an 

interorganizational arrangement and their performance outcomes seem to go hand in hand. To 

validate this and confront these two views on RDT, we assess whether organizational 

autonomy and legitimacy act as mediating variables between horizontal interorganizational 

arrangement formation and organizational performance, or whether the path stops at these two 

variables. See the following two Hypotheses: 

 

Hypothesis 2b: The relationship between horizontal alliance, joint venture, and merger 

and acquisition formation and focal organizational performance is positively mediated 

by focal organizational autonomy. 

 

Hypothesis 2c: The relationship between horizontal alliance, joint venture, and merger 

and acquisition formation and focal organizational performance is positively mediated 

by focal organizational legitimacy. 

 

3.3 Data and methods 

3.3.1 Literature search 

 To compile our sample we used six complementary literature retrieval procedures. 

First, we explored eight electronic databases: ABI/INFORM Global, Blackwell Synergy, 

EBSCO, Econlit, Google Scholar, ISI Web of Knowledge, JSTOR and SSRN. We used the 

following keywords to search for appropriate studies: “resource dependence (theory),” 

“resource similarity,” “resource complementarity,” “alliance,” “joint venture,” “merger and/or 

acquisition,” “autonomy,” “legitimacy,” and “performance.” To increase sample size we  
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searched for studies that used derivative words of these constructs as well (e.g., we also 

searched for “M&A,” “merger,” and “acquisition”). Second, we conducted a manual search of 

all articles published from their inception till now in eight top-tier journals: Academy of 

Management Journal, Administrative Science Quarterly, Journal of International Business 

Studies, Journal of Management, Journal of Management Studies, Organization Science, 

Organization Studies, and Strategic Management Journal. Third, we examined the reference 

lists of all previously identified articles to identify related studies. Fourth, we contacted 

authors of Academy of Management conference papers that seemed related to our study, to 

ask whether we could include their work in our study. Fifth, we send out a call through 

several list servers of the Academy of Management asking for unpublished work from 

management scholars in this field. Last, we corresponded via e-mail with the authors of all 

studies represented in the primary data set, asking them to send us related published and 

unpublished work. Overall, this resulted in receiving several unpublished studies of which 12 

were found to be useful. As several of our initial studies did not report effect size data, we 

asked the authors of these studies whether they would be willing to send us effect size 

information in the form of a correlation table. Since a considerable number of these studies 

were over a decade old, many authors reported that the original data sets had been lost. 

Unfortunately, none of the authors managed to send us a correlation table, bringing our final 

sample to 224 studies (see Appendix A for bibliographic information). 

 

3.3.2 Criteria for inclusion 

 We used two heuristics to decide which studies to include in the meta-analysis 

(Hedges & Olkin, 1985). First, a study had to report relationships between resource 

dependence, similarity, or complementarity, and vertical or horizontal alliance, JV, or M&A 

formation, and/or performance. To be included in our meta-analysis, it was not necessary for 

these relationships to be the main focus of the study, yet a correlation between the variables of 

interest should be available. Second, a study had to report sample sizes as well as effect size 

estimates (Hunter & Schmidt, 2004; Lipsey & Wilson, 2001). Hence, the effect size data used 

in this meta-analysis exclusively consist of Pearson product-moment correlation coefficients. 

 

3.3.3 HOMA procedure 

To compile the meta-analytic correlation table necessary for doing the MASEM 

analysis, we used HOMA (Hedges & Olkin, 1985). Whereas in the behavioral branches of the 

management field artifact-correcting meta-analytical techniques are currently more popular 
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(cf., Hunter & Schmidt, 2004), we apply HOMA because the large majority of the primary 

studies included here relies on archival data. When primary studies are not affected by 

statistical artifacts like range restriction and psychometric measurement error, HOMA is the 

more parsimonious and robust alternative, as it merely corrects effect sizes for sample-size 

related differences in precision (Geyskens et al., 2009). We furthermore correct for skewness 

in the effect size distribution by applying Fisher’s z-transformations7 on all effect sizes 

included in our sample (Geyskens et al., 2009; Lipsey & Wilson, 2001). To make our analyses 

less sensitive to outliers, we Winsorized the effect size distribution (Lipsey & Wilson, 2001) 

by bringing back effect sizes that were more than 3.0 standard deviations away from the mean 

correlation to that cut-off point. 

When applying HOMA, meta-analysts furthermore have to make a choice for either 

fixed or random effects-based approaches for computing mean effect sizes. Like in most other 

meta-analyses (Combs et al., 2011), the heterogeneity of our effect size distribution is 

substantial, such that the retrieved mean effect size is best interpreted as an average rather 

than a common true correlation value (Hedges & Olkin, 1985: 235). Under these conditions, 

random effects models are preferred over fixed effects approaches, as the former will yield 

more conservative estimates of the focal effect with more realistic Type II error rates 

(Geyskens et al., 2009; Lipsey & Wilson, 2001). 

Previous Monte Carlo studies (Bijmolt & Pieters, 2001) suggest that meta-analysts 

ought to prefer completeness of information over stochastic independence of effect sizes, as 

meta-analyses that contain all measurements of the focal effect tend to outperform procedures 

representing studies by a single value in crucial aspects, like mean effect estimation accuracy 

and confidence interval computation precision (Bijmolt & Pieters, 2001). Consecutively, 

when a study reported separate effect sizes for multiple dimensions of a construct (e.g., when 

a study reported effects on both power imbalance and mutual dependence as proxies for 

resource dependence), we included each effect size in the analysis on account of it reflecting a 

separate dimension. 

 

3.3.4 MASEM procedure 

To test hypotheses 1, and 2, we relied on (MASEM; Cheung & Chan, 2005; 

Viswesvaran & Ones, 1995), using a two-stage procedure. First, mean correlations between 

                                                           

7 Fisher’s Zr transformed correlations are calculated as follows: 
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variables of interest were established through separate HOMA analyses. Second, structural 

equation modeling was applied on the matrix of mean correlations, using full information 

maximum likelihood estimation routines (Cheung & Chan, 2005). A key advantage of 

MASEM is that it can properly test a system of equations in which key variables act both as 

dependent and as independent variables (which is the case in our study), while accounting for 

the influence of control variables and correcting for simultaneity biases (Geyskens et al., 

2009). Moreover, this allows us to specifically compare whether the arrangement adopted was 

horizontal or vertical and how that related to the performance of organizations. 

 In our system of equations, we incorporated four control variables, which capture 

frequently used alternative explanations for interorganizational arrangement formation and 

organizational performance. First, we control for organization size, as larger organizations are 

likely to be more frequently involved in interorganizational arrangements and as they may be 

able to create and appropriate more value through economies of scale and market power 

(Agardi & Bauer, 2008; Merchant & Schendel, 2000). Second, we include organization age, 

as organizations in the earlier stages of their life-cycle need to offset greater resource 

dependencies, such that they possibly benefit more from interorganizational linkages than 

more mature firms (Jawahar & McLaughlin, 2001; Stuart, 2000). Third, we incorporate 

debt/equity ratio, primarily because differences in organizations’ capital structures are known 

to affect their choices between various types of interorganizational arrangements and as these 

may influence their performance through the mechanism of leverage (Iyer & Miller, 2008; 

Pfeffer, 1972c). Fourth, we control for prior cooperative experience, as it is known to 

expedite subsequent interorganizational arrangement formation and focal organizational 

performance through partner-specific and generic learning (Brannick, 1995; Kale et al., 

2002a; Zollo et al., 2002). Subsequently, we performed the following path model two times: 

(1) testing Hypothesis 1a, b, and c by looking into the prevalence and effects of vertical 

alliances, JVs, and M&As and (2) testing Hypothesis 2a, b, and c, by assessing the prevalence 

and effects of horizontal arrangement formation. So with the Alliance, JV, and M&A variable 

as either being vertical or horizontal, we estimate our two path models using the following 

eight equations: 

 

(1) Complementarity = β1 resource dependence + ε 

(2) Similarity = β2 resource dependence + ε 

(3) Alliance = β3 resource dependence + β4 complementarity + β5 similarity + β6 age 

+ β7 size + β8 prior cooperative experience + ε 
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(4) Joint venture = β9 resource dependence + β10 complementarity + β11 similarity + 

β12 age + β13 size + β14 prior cooperative experience + ε 

(5) M&A = β15 resource dependence + β16 complementarity + β17 similarity + β18 age 

+ β19 size + β20 prior cooperative experience + ε 

(6) Organizational autonomy = β21 resource dependence + β22 complementarity + β23 

similarity + β24 age + β25 size + β26 prior cooperative experience + β27 alliance + 

β28 joint venture + β29 M&A + ε 

(7) Organizational legitimacy = β30 resource dependence + β31 complementarity + β32 

similarity + β33 age + β34 size + β35 prior cooperative experience + β36 alliance + 

β37 joint venture + β38 M&A + ε 

(8) Organizational performance = β39 resource dependence + β40 complementarity + 

β41 similarity + β42 age + β43 size + β44 prior cooperative experience + β45 alliance 

+ β46 joint venture + β47 M&A + β48 debt/equity ratio + β49 organizational 

autonomy + β50 organizational legitimacy + ε 

 

We tested this system of equations in LISREL 9.10. To account for sample size 

differences across the various cells of the meta-analytic correlation table, we used the 

harmonic mean sample size as the overall sample size in our analyses of the specific models, 

as these are less sensitive to outliers and as this results in more conservative estimates than 

use of the arithmetic mean sample size. 

 

3.4 Results 

3.4.1 HOMA results 

Table 3.1 reports 96 mean correlations, which were all established via independent 

HOMA analyses and which are used as input for the MASEM procedure. The value in each of 

the 96 cells captures a correlation computed from real underlying data, rather than an 

approximated or simulation-based number. In the cells below the diagonal, mean correlations 

(meanρ) and standard deviations (s.d.ρ) are presented for each relationship. The cells above the 

diagonal show the total number of observations (N) and the total number of samples (k) on 

which the mean correlations are based. As only a few studies combine vertical and horizontal 

arrangements, we did not include their correlation during the initial data collection, but kept 

track of their direction. Consequently, we disaggregated the effects of alliances, JVs, and 

M&As and are not able to present the correlation of vertical and horizontal types of 

arrangements in relation to each other. 
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 Table 3.1, furthermore, presents four control variables often associated with research 

on the formation of interorganizational arrangements and organizational performance. First, 

organizational age is positively associated with the formation of vertical alliances and JVs 

(both .06; p < .001), but does not positively relate to M&As. This may imply that older 

organizations choose for less integrative and risky arrangements. Second, we observe that 

firm size positively relates to vertical and horizontal alliances (ρ = .12; p < .001; ρ = .19; p 

<.05) and vertical JVs, and M&As (ρ = .14, .09; both p < .001). Third, a firm’s debt/equity 

ratio positively relates to all types of alliance formation (.03; p < .05) and negatively to 

M&As (-.02; p < .01). Last, prior cooperative experience positively relates to the formation of 

alliances, JVs, and M&As (.19; .12; .11; all p < .001). 
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Table 3.1: HOMA results, meta-analytic correlation table – Study 2 

 1 2 3 4 5 5a 5b 6 6a 6b 7 7a 7b 8 9 10 11 12 13 

1. Resource 

Dependence  

139,929 164,791 337,991 288,312 178,241 16,733 215,330 159,834 10,175 175,510 70,725 22824 150,040 214,690 46,869 219,325 35,562 302,654 

84 148 172 160 86 25 175 86 22 172 111 25 188 116 39 124 28 191 

2. Organizational 

Autonomy 

.10*** 

 

78,626 79,709 108,876 47,846 7,403 42,837 32,576 5,693 176,454 81,920 22,942 118,483 87,326 47,731 104,304 83,159 113,408 

.02 42 41 67 41 9 59 42 6 97 56 7 73 50 34 64 34 72 

3. Complementarity 
.05** .09* 

 

242,096 167,399 127,843 16,016 160,636 134,634 6,850 95,223 47,443 16,603 94,971 138,016 67,965 160,031 27,437 170,321 

.02 .04 127 80 49 14 116 73 14 125 69 22 140 72 30 98 25 129 

4. Similarity 
.07*** .12*** .04 

 

298,637 200,986 24,180 247,207 211,498 8,714 155,678 58,445 37,383 116,604 259,055 117,306 259,188 29,090 291,483 

.01 .02 .02 105 63 18 129 77 29 168 110 23 151 103 36 112 23 147 

5. Alliance 
.16*** .22*** .06** .01 

 

  267,609   109,536   127,672 188,619 85,988 230,847 22,038 267,798 

.01 .04 .02 .01   246   124   133 98 34 100 31 212 

5a. Horizontal 

Alliance 

.11*** .20*** .06** .03** 
 

  
 

200,518  
 

58,864  77,447 130,564 54,279 141,005 10,146 154,250 

.02 .04 .02 .01 
 

  
 

178  
 

98  96 63 22 57 25 154 

5b. Vertical  

Alliance 

.14*** .46* -.01 -.07** 
 

  
 

 26,576 
 

 38,645 28,617 5,534 27,686 34,831 1,946 19,219 

.04 .21 .07 .03 
 

  
 

 38 
 

 18 15 7 8 17 1 30 

6. Joint Venture 
.12*** .07* .08*** .01 .31***   

 

  78,260   118,285 130,960 64,734 176,496 20,650 230,870 

.01 .03 .01 .01 .05     131   146 95 39 101 38 225 

6a. Horizontal JV 
.07*** .06 .10*** -.00 

 
.40***  

 
  

 
51,851  87,480 124,897 54,011 133,944 15,798 157,320 

.02 .04 .02 .01 
 

.06  
 

  
 

99  100 74 27 65 29 146 

6b. Vertical JV 
.08 .19 -.02 .02 

 
 -.02 

 
  

 
 13,570 6,814 2,008 7,243 13,488 1,063 19,600 

.05 .16 .05 .04 
 

 .09 
 

  
 

 18 19 6 8 13 3 36 

7. Merger and 

Acquisition 

.08*** .08* .03 .04** .09***   .02   

 

  269,714 145,700 38,183 180,171 77,456 245,800 

.02 .02 .02 .01 .02   .02     251 118 35 160 65 232 

7a. Horizontal M&A 
.08*** .07* -.02 .03 

 
.08**  

 
.04  

 
  135,169 60,180 8,718 94,804 41,521 100,478 

.02 .03 .02 .02 
 

.03  
 

.07  
 

  149 66 20 99 42 151 

7b. Vertical M&A 
.23** .24 .08* .01 

 
 .17* 

 
 -.08 

 
  45,015 26,365 25,587 25,599 13,043 54,425 

.08 .13 .04 .05 
 

 .08 
 

 .07 
 

  35 20 7 23 6 28 
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 1 2 3 4 5 5a 5b 6 6a 6b 7 7a 7b 8 9 10 11 12 13 

8. Organizational 

Performance 

.08*** .13*** .01 .06*** .08*** .08*** .09*** .02 .03 .01 .02* .00 .09*** 

 

114,919 42,519 181,315 81,932 214,904 

.01 .03 .01 .01 .02 .02 .02 .01 .01 .02 .01 .01 .02 147 36 146 54 198 

9. Organizational 

Legitimacy 

.14*** .11*** .04 .04* .13*** .15*** .07 .13*** .14*** .13 .07*** .04* .15** .23*** 

 

52,578 141,227 26,125 172,533 

.03 .03 .02 .02 .02 .02 .14 .02 .02 .07 .02 .02 .05 .02 28 77 21 87 

10. Age 
.05* .18*** .07* .03 .06*** .05*** .03 .06*** .05*** .05 .01 .06 -.02 .06 .05* 

 

68,957 6,573 67,084 

.02 .03 .03 .03 .01 .01 .03 .02 .02 .06 .03 .04 .08 .05 .02 45 9 39 

11. Size/MV 
.08*** .15*** .07** .01 .15*** .12*** .19* .15*** .14*** .14 .08*** .09*** .08 .02 .14*** .21*** 

 

57,859 227,093 

.02 .04 .02 .02 .02 .02 .09 .02 .02 .02 .02 .02 .05 .02 .03 .03 39 152 

12. Debt/Equity 
.02 .07*** .01 .00 .03* .03* .12*** .04 .05 -.07 -.02** -.03** -.05* -.08*** -.08*** .01 .08** 

 

68,815 

.02 .02 .02 .02 .01 .02 .02 .02 .02 .05 .01 .01 .02 .02 .03 .04 .02 52 

13. Prior Cooperative 

Experience 

.14*** .14*** .02 .06*** .19*** .21*** .09** .12*** .16*** -.01 .11*** .09*** .22*** .05*** .09*** .12 .21*** .05*** 
 

.02 .03 .01 .01 .01 .02 .03 .01 .02 .03 .02 .02 .05 .01 .02 .04 .02 .01 
 

 

Note: Cells below the diagonal contain mean correlations (mean ρ) and standard deviations (s.d.ρ). Cells above the diagonal contain the total 

number of observations (N) and number of samples (k). Mean effect sizes marked with an asterix (*) are statistically significant, where * p < .05, 

** p < .01, *** p < .001. 
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3.4.2 MASEM results 

Table 3.2 presents the MASEM results for Hypothesis 1a, b, and c. The model fits the 

data well (Chi-square = 1,250.16; RMSEA = .06; RMR = .00; GFI = .99). We find a strong 

positive effect of resource dependence on complementarity (β = .08; p < .001)8. Coinciding 

with the logic formalized in Hypothesis 1a, our findings show that complementarity negatively 

relates to the formation of vertical alliances and JVs (β = -.01; -.02 p < .001), and positively to 

M&As (β = .07; p < .001). More refined Sobel tests for statistical mediation (MacKinnon et al., 

1995), confirm Hypothesis 1a; complementarity appears to be a significant mediating variable 

for the paths linking resource dependence to the formation of vertical alliances (z = -2.60; p < 

.01), JVs (z = -3.93; p < .001), and M&As (z = 5.65; p < .001). This suggests that organizations 

try to prevent hold-up problems through acquiring vertically. Furthermore, we observe a 

substantial negative relationship between the need for similar resources and vertical alliance 

formation (β = -.18; p < .001).  

Hypothesis 1b and 1c are also confirmed: the formation of vertical alliances (β = .36 

and .06; both p < .001), JVs (β = .19 and .38; both p < .001) and M&As (β = .09 and .23; both p 

< .001) positively relates to an organization’s autonomy and legitimacy. In turn, autonomy (β = 

.69; p < .001) and legitimacy (β = .60; p < .001) give rise to organizational performance. These 

findings are further supported by formal Sobel tests for statistical mediation (MacKinnon et al., 

1995). Organizational autonomy and legitimacy prove to be significant mediating variables 

linking the formation of vertical alliances (z = 6.76 and 2.60; p < .001), JVs (z = 6.63 and 

13.00; p < .001), and M&As (z = 6.63 and 13.04; p < .001) to performance. Yet, as the direct 

effect between vertical M&As and performance (β = .18; p < .05) is smaller, we conclude that 

this effect runs through an organization’s legitimacy and autonomy. Overall, our findings 

regarding Hypothesis 1a, b, and c, indicate that organizations opt for vertical M&As when 

interested in overcoming resource dependence by accessing organizations with complementary 

resources. Yet, next to vertical M&As, organizations can also use vertical alliances and JVs to 

enhance their autonomy, legitimacy, and performance. 

 

  

                                                           
8 The reported values are standardized betas, not effect sizes; this implies that a unit of change 

in the independent variable is expected to be accompanied by a unit of change in the dependent 

variable. 
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Table 3.2: MASEM results vertical integration – Study 2 

 Complementarity Similarity Alliance Joint 

Venture 

M&A Organizational 

Autonomy 

Organizational 

Legitimacy 

Organizational 

Performance 

Resource Dependence .08*** .03*** .13*** .07*** .30*** -.03*** .25*** .17*** 

(6.77) (8.73) (16.98) (9.48) (26.43) (-6.24) (11.14) (2.56) 

Complementarity   -.01*** -.02*** .07*** .03*** .02* -.02 

   (-3.01) (4.54) (9.66) (10.27) (1.73) (-0.47) 

Similarity   -.18*** .03 -.04 .24*** .21*** .86*** 

   (-11.12) (1.72) (1.46) (21.96) (4.29) (5.85) 

Organization Age   -.01* .02** -.07*** .09*** .04** .28*** 

   (16.98) (3.62) (-8.57) (22.60) (2.48) (5.66) 

Organization Size   .09*** .07*** .03*** -.01*** .13*** -.17*** 

   (23.02) (17.61) (4.06) (3.44) (10.86) (-4.69) 

Prior Cooperative  

Experience 

  .02*** -.03*** .15*** .02*** .05*** .05 

  (5.16) (-7.22) (24.50) (7.32) (3.63) (1.22) 

Debt/equity Ratio        -.09*** 

        (-9.13) 

Alliance      .36*** .06*** .48*** 

  (68.01) (2.60) (6.16) 

Joint Venture      .19*** .38*** .36*** 

  (32.66) (15.09) (4.63) 

M&A      .09*** .23*** .18* 

  (26.19) (14.85) (3.86) 

Organizational  

Autonomy 

       .69*** 

(6.80) 

Organizational  

Legitimacy 

       .60*** 

(25.74) 

Degrees of Freedom 18        

Harmonic Mean N 16,438        

X2 1,250.16        

GFI .99        

Standardized RMR 

RMR 

.03 

.00 

       

Note: GFI = goodness of fit; RMR Root Mean Residual; * p < .05, ** p < .01, *** p < .001 
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Table 3.3 presents our MASEM results for Hypothesis 2a, b, and c, focusing on the 

prevalence and effects of horizontal alliances, JVs, and M&As. The model fits the data well 

(Chi-square = 10,817.20; RMSEA = .10; RMR = .00; GFI = .97). We find that resource 

dependence positively relates to similarity (β = .03; p < .001). Sobel tests for statistical 

mediation show that similarity positively mediates the relationship between resource 

dependence and horizontal alliances (z = 1.77; p < .05) and M&As (z = 5.11; p < .001). In turn, 

similarity negatively mediates the relationship between resource dependence and JVs (z = -

4.64; p < .001). As we find no significant relationship between similarity and horizontal 

alliances (β = .02; p > .05), a negative relationship between similarity and horizontal JVs (β = -

.04; p < .001), and a positive relationship between similarity and horizontal M&As (β = .04; p 

< .001), Hypothesis 2a is only confirmed for the latter relationship. Moreover, our findings 

point out that there is a small and positive relationship between complementarity and horizontal 

alliances (β = .03; p < .001), JVs (β = .05; p < .001), and M&As (β = .01; p < .001). 

Furthermore, the MASEM results point out that horizontal alliances (β = .14 and .08; 

both p < .001) and M&As (β = .03 and .03; both p < .001) positively relate to an organization’s 

autonomy and legitimacy. In turn, autonomy (β = .20; p < .001) and legitimacy (β = .37; p < 

.001) have a positive influence on an organization’s performance. Additional Sobel tests for 

statistical mediation (MacKinnon et al., 1995) show that autonomy and legitimacy significantly 

link horizontal alliances (z = 20.09; p < .001 and z = 1.77; p < .05) and M&As (z = 6.89; p 

<.001 and z = 3.00; p < .01) to performance, congruent with the logic formalized in Hypothesis 

2b and 2c. Moreover, we also find that JVs enhance an organization’s legitimacy (β = .08; p < 

.001), which consequently mediates the relationship with performance (z = 19.29; p < .001), 

confirming Hypothesis 2c. In turn, we observe that horizontal JVs negatively contribute to an 

organization’s autonomy (β = -.04; p < .001). As we also find a negative mediating effect of 

organizational autonomy (z = -9.31; p < .001) regarding the relationship between horizontal 

JVs and performance, Hypothesis 2b is rejected. Possibly, organizations belief that they cannot 

overcome dependencies through forming horizontal JVs between two competitors, as 

organizations may be too preoccupied governing the JV, instead of cooperating and co-creating 

value with partner(s), so as to enhance performance. While we find that horizontal M&As 

enhance an organization’s autonomy and legitimacy, we observe a negative effect on 

performance (β = -.02; p < .05). 
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Table 3.3: MASEM results horizontal integration – Study 2 

 Complementarity Similarity Alliance Joint 

Venture 

M&A Organizational 

Autonomy 

Organizational 

Legitimacy 

Organizational 

Performance 

Resource Dependence .08*** .03*** .07*** .03*** .05*** .04*** .09*** .05*** 

(12.85) (16.57) (35.89) (8.81) (15.29) (13.76) (28.83) (8.15) 

Complementarity   .03*** .05*** .01*** .03*** .00 -.01 

   (10.71) (22.98) (4.27) (14.92) (1.56) (-1.63) 

Similarity   .02 -.04*** .04*** .18 *** .06*** .13*** 

   (1.79) (-4.92) (7.82) (25.88) (7.97) (9.19) 

Organization Age   .01 .02** .08*** .29*** .03** .17*** 

   (1.27) (2.03) (9.28) (33.19) (3.77) (9.41) 

Organization Size   .09** .13*** .07*** .09*** .14*** -.06*** 

   (16.75) (25.09) (16.43) (20.38) (24.90) (-5.81) 

Prior Cooperative  

Experience 

  .28*** .18*** .07*** .07*** .04*** .03* 

  (45.18) (31.83) (14.70) (14.39) (7.04) (2.41) 

Debt/equity Ratio        -.07*** 

        (-17.63) 

Alliance      .14*** .08*** .05*** 

  (43.99) (21.81) (7.65) 

Joint Venture      -.04*** .08*** -.03*** 

  (-11.66) (19.84) (-4.24) 

M&A      .03*** .02*** -.05*** 

  (7.07) (3.03) (-5.37) 

Organizational  

Autonomy 

       .20*** 

(23.08) 

Organizational  

Legitimacy 

       .37*** 

(50.09) 

Degrees of Freedom 18        

Harmonic Mean N 59,297        

X2 10,817.20        

GFI .97        

Standardized RMR 

RMR 

.04 

.00 

       

Note: GFI = goodness of fit; RMR Root Mean Residual; * p < .05, ** p < .01, *** p < .001 



Chapter 3: Drivers of Expansion Strategies 

80 

3.5 Discussion and Conclusion 

3.5.1 Summary of the results 

 The focus of this study lies in answering the question whether organizations do best by 

integrating vertically or horizontally, in making a decision between coping with dependence 

and enhancing autonomy versus improving performance. Through answering this question, we 

expand Pfeffer & Salancik’s (1978) model, in which resource dependence is related to 

interorganizational arrangement formation and organizational autonomy and legitimacy. Our 

meta-analytical results show that organizations interested in overcoming resource dependencies 

through accessing complementary resources do this through vertical M&As (Hypothesis 1a). 

This suggests that organizations try to control their business columns and prevent hold-up 

problems by acquiring their suppliers and the parties they supply themselves. Particularly, 

autonomy and control seem to be more important than expanding through vertical alliances or 

JVs. In turn, organizations that are in need of similar resources do this through horizontal 

M&As as that provides them full control and as it comes with a lower risk of knowledge 

leakage to competitors. 

In terms of effects we find that both vertical and horizontal alliances and M&As as well 

as vertical joint ventures enhance an organization’s autonomy and legitimacy, but not always 

their performance. These findings point out that while the actions of organizations are most 

often related to their financial performance, the strategic rationale behind the formation of 

arrangements can also be related to an organization’s urge to become or remain autonomous, 

enhance legitimacy and control its business column. Next, we discuss how these findings can 

be explicitly attributed to the different reasons for expansion strategies after which we discuss 

the effects of organizational characteristics on the arrangement pursued. 

 

3.5.2 Drivers of expansion strategies 

Our fine-grained results demonstrate that an organization’s urge to overcome resource 

dependencies and enhance organizational autonomy and legitimacy can result in the formation 

of alliances, JVs, and M&As. Subsequently, through becoming more autonomous, 

organizations can improve their bargaining positions and attain cost and revenue synergies. 

Likewise, organizations can benefit from improved legitimacy, as they may receive more 

analyst coverage, but they may simultaneously benefit from reputational issues resulting in 

more government support, and better access to networks, investors, and financial institutions. In 

turn, organizations may also profit in the long run in terms of their financial performance. 
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Through synthesizing data on the prevalence and performance of vertical and horizontal 

alliances, JVs, and M&As we are able to show that, except for horizontal JVs and M&As, all 

have positive effects on an organization’s autonomy, legitimacy, and performance. Possibly, 

the effects of horizontal JVs can be explained by the difficulty of creating trust and 

commitment between the partners, which are vital to realize synergies (Beamish & Lupton, 

2009). Furthermore, we find that horizontal M&As increase an organization’s autonomy and 

legitimacy, but not their performance. Possibly this can be attributed to the high premiums 

often paid when acquiring a competitor (cf. Hitt et al., 2009b; Laamanen, 2007). Besides, it 

may be ascribed to the objectives organizations have when acquiring a competitor. If the 

primary objective is to overcome dependencies and improve autonomy, organizations may have 

less direct interest in overcoming efficiencies and gaining synergies.  

Moreover, our findings indicate that performance effects primarily run through the 

improvement of an organization’s autonomy and legitimacy. This suggests that it is not only 

performance, but also other antecedents and accompanying theories that can explain the 

formation of alliances, JVs, and M&As. Our finding that organizations prefer vertical M&As 

over vertical alliances and JVs when they are cooperating with organizations with 

complementary resources points out that preventing hold-up problems and supplier 

opportunism present important motives for them. Contrary to expectations, we also find that 

complementarity positively relates to horizontal JVs; maybe organizations adopt JVs for 

different reasons than alliances and M&As, primarily helping them to focus on the 

development of capabilities that relate to the absorption of knowledge and ideas, while keeping 

partial control. This suggests that firms may follow a so-called real option logic, either pursuing 

more integration or steering towards closure following the formation of a JV (Reuer & Tong, 

2005; Tong, Reuer & Peng, 2008). 

While our findings suggest that RDT indeed explains a large part of the strategic 

behavior pursued by organizations, it may be true that concepts of resource based, transaction 

cost, and agency theory may also explain why organizations cooperate and how they benefit 

from doing so. For example, in order to be able to make better use of underutilized resources 

and capabilities, organizations may opt for different expansion strategies (Penrose, 1959) so as 

to try to create a competitive advantage that may result in superior performance (Barney, 1991; 

Penrose, 1959). Likewise, organizations can compare different governance forms to optimally 

manage their resources and create efficiencies that translate in enhanced performance 

(Geyskens et al., 2006; Williamson, 1975). Likewise, personal incentives and characteristics 

can result in the formation of different interorganizational arrangements (Hayward & 
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Hambrick, 1997; Roll, 1986). While certain incentives may benefit the individuals that pursue 

acquisitions, for example, these same incentives may have negative consequences for an 

organization’s future (D'Aveni, 1989; Eisenhardt, 1989a). Hence, agents involved may be 

motivated to pursue specific arrangements over others. In short, our findings suggest that 

several theories can be applied and possibly further integrated so as to explain the behavior and 

performance of interorganizational arrangements. 

 The findings of our study on what organizations do compared to how they benefit  seem 

promising, yet several important avenues for further research remain. First, autonomy and 

legitimacy appear to be strong mediators of the relationship between vertical arrangements and 

organizational performance (Hypothesis 1b). While this effect is smaller for horizontal 

arrangements (Hypothesis 2b) it warrants the need for further clarification and exploration 

when it comes to the performance differences of distinct types of interorganizational 

arrangements. More specifically, although horizontal M&As are often used to enhance market 

share and gain efficiencies, they primarily enhance an organization’s autonomy and legitimacy. 

The preference for mergers and acquisitions can be explained by the fact that organizations can 

prevent knowledge and information leakage to competitors. Second, the question why M&As 

are often related to negative performance needs further exploration. We see two reasons that 

may need further assessment. At first, horizontal M&As often come with higher premiums and 

often take place between previous rivals (Hitt et al., 2009b; Laamanen, 2007). Yet, it is more 

difficult to realize synergies and earn back the costs incurred; this suggests a need to explore 

the reason behind specific expansion strategies. Although enhancing performance is often taken 

as the main objective for expansion strategies, the reason may also lie in overcoming 

dependencies or enhancing (individual and organizational) legitimacy. Besides, the large 

differences in performance can be attributed to the fact that most studies often either relate 

M&As to accounting-based or market-based returns (Meyer & Rowan, 1977; Zollo & Meier, 

2008). Perhaps, combining and comparing these types of performance in a single study on 

expansion strategies may help in explaining why some M&As perform better than others. 

 

3.5.3 The impact of organizational characteristics on expansion strategies 

 Our findings confirm that explanations of interorganizational arrangement prevalence 

and performance make sense, yet they are bounded in their explanatory power, which is on par 

with other meta-analytic studies (e.g., Geyskens et al., 2006; Heugens & Lander, 2009). More 

specifically, our HOMA and MASEM results point at several organizational characteristics that 



Chapter 3: Drivers of Expansion Strategies 

83 

influence the prevalence and performance of alliances, JVs, and M&As, namely: organizational 

age, size, prior cooperative experience, and debt/equity ratio. 

 Organizations that aim to expand through accessing complementary resources are often 

older (ρ = .07; p <.05) and larger (ρ = .07; p <.01), while organizations that cooperate with 

others presiding over similar resources often have prior cooperative experience (ρ = .06; p 

<.001). Possibly, these organizations invest in setting up different connections that can be 

beneficial in the future. Furthermore, we observe that resource dependence positively relates to 

organizations’ age (ρ = .05; p <.05), size (ρ = .08; p <.001), and previous cooperative 

experience (ρ = .14; p <.001). Hence, dependence on resources in the environment is maybe 

also something which grows in due course, when organizations mature and expand, although 

this contrasts with earlier work suggesting that younger firms are in greater need of overcoming 

dependencies than mature firms (Jawahar & McLaughlin, 2001; Stuart, 2000). In particular, it 

suggests that the fully autonomous firm may not exist, as there will always be some 

dependencies. However, it may be the strategies that organizations pursue that can help them in 

coping with these dependencies. 

 Moreover, our finding that older firms set up more alliances and JVs compared to 

M&As, may imply that older organizations opt for less integrative and risky arrangements to 

overcome their dependencies. Additionally, organizations may have learned from previous 

acquisitions and prefer to grow through other strategies. Furthermore, larger and older 

organizations may be governed more strictly as they have gained vital market positions or as 

they have many different stakeholders to attend to. Finally, organizations may opt for alliances 

and JVs as stricter antitrust legislation prohibits certain horizontal M&As (cf. Drees & 

Heugens, 2013). 

 Additionally, we see two specific reasons for why organizational size positively relate 

to all types of horizontal arrangements, and only positively to vertical alliances. While age only 

positively relates to horizontal alliances and joint ventures. First, older – and possibly larger – 

firms want to cooperate more with competitors to keep control over their market and stay 

informed of the developments that are going on, as some organizations may do things more 

effectively than others. Second, larger firms may only want to form alliances, in order to learn 

from competitors instead of investing equity in uncertain arrangements. In terms of 

performance we find that age and size also positively contribute to an organization’s legitimacy 

and autonomy; also for organizations it may thus be true that beauty and power comes with the 

years. 
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 An organization’s leverage positively relates to alliance formation and negatively relates 

to M&As. Hence, when organizations have pursued risky strategies before, or when they have 

already built up high debt positions, they are possibly not able or allowed to do M&As by their 

funding banks. Surprisingly, we see that an organization’s leverage positively relates to an 

organization’s legitimacy. This contrasts with the more logical finding that high debt/equity 

negatively relates to an organization’s substantive performance. Perhaps, organizations 

themselves invest time in explaining the potential of their strategy. In turn, organizations with 

high debt positions may also receive more analyst coverage, questioning what an organization 

should do to overcome these positions, and resulting in more media attention. In particular, 

analysts may point at the expectation that these organizations seek a partner as they are lagging 

behind, resulting in shareholder activism and investors interested in gaining from possible 

acquisitions. 

 Previous collaborative experience is positively related to horizontal and vertical 

alliances and M&As, and vertical JVs. While it seems logical that organizations that are 

successful in growing, also have had previous experience and ties with other competitors, it is 

interesting to note that no relation is found with horizontal JVs. Possibly, organizations make a 

tradeoff between opting for a more flexible alliance or fully integrating through an M&A, and 

they do not see the benefits of forming a horizontal JV at all. Organizations may have found out 

that horizontal JVs do not contribute to their success, although our results do not say whether 

this is in fact the case for horizontal JVs or other interorganizational arrangements. Further 

research appears necessary to assess whether experience with certain types of 

interorganizational arrangements results in the formation of similar or different types of 

arrangements, and whether these are beneficial to an organization’s performance in general. 

 

3.6 Conclusion 

Although RDT has arguably not experienced substantial theoretical development over 

the last few decades (Hillman et al., 2009), our evidence suggests that it has had significant 

impact on research on expansion strategies. The results of our meta-analysis show that 

organizations aim to reduce their environmental dependencies by forming different vertical and 

horizontal relationships, which subsequently enhance their performance. Building on these 

results, we offer several contributions. First, by synthesizing the available body of evidence, we 

are able to provide a systematic review of the relationships between resource dependencies and 

vertical and horizontal arrangements formation. We extend resource dependence theory by 

specifically relating dependence to whether a partner presides over complementary or similar 
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resources and how that relates to the expansion strategy that is being pursued. We find that 

organizations prefer vertical and horizontal M&As over similar types of alliances and JVs to 

gain control over their business columns and to enlarge their market share. Second, we extend 

RDT by differentiating between the prevalence and performance effects of expansion 

strategies, we show that organizations can improve their autonomy and legitimacy through the 

use of vertical and horizontal alliances as well as M&As. In turn, by enhancing their autonomy 

and legitimacy organizations can also improve their performance. Last, by comparing vertical 

and horizontal expansion strategies we observe that organizations make a tradeoff between 

overcoming dependence and improving their performance. This suggests that there is room for 

theoretical integration of theories on the strategic behavior of organizations and their 

performance. 
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