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Abstract

When forming new product development alliances, firms often face a strategic di-
lemma: should they partner with a familiar entity within their network, or collaborate
with a ‘stranger’ who appears to possess better suited technological capabilities for
the new project? Additionally, they must decide whether to maintain a high degree
of bandwidth, i.e. information openness, within the alliance. These two interrelated
decisions significantly shape firms’ innovation outcomes. Theoretically, the optimal
approach is to engage in a high-bandwidth alliance with the technologically supe-
rior stranger, maximizing potential benefits. However, in practice, firms frequently
make suboptimal choices, either by showing overreliance on familiar partners, or
by opting for narrow-bandwidth collaborations with strangers. To explain when
and why these deviations occur, we integrate regulatory focus theory and mana-
gerial perspectives on risk-taking with the relational view of alliances. We argue
that partner and bandwidth decisions are shaped by how managers frame strategic
choices. Industry leaders typically adopt prevention-focused strategies, reinforcing
inertia and risk aversion, while challengers pursue promotion-focused strategies that
embrace novelty and change. Our behavioral framework advances alliance forma-
tion theory by highlighting the role of managerial cognition and decision framing.
These insights are particularly relevant as firms face growing uncertainty and rapid
technological change.
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1 Introduction

New product development (NPD) alliances refer to both formal and informal coop-
erative agreements focused on the joint creation and/or commercialization of new
products (Prange et al., 2015). These partnerships can take the form of horizontal
alliances, which facilitate exploration and innovation opportunities, or vertical alli-
ances, which often support related diversification and improve efficiency within the
supply chain (Kotabe & Swan, 1995). Previous research has shown that in the deci-
sion to ally with other firms for NPD, firms face what is called the paradox of open-
ness (Laursen & Salter, 2014, 2023; Arora et al., 2016), as collaborating with an
external partner may increase the potential success of the project but also the risk of
proprietary knowledge leakage (Colombo et al., 2023). Consistent with the relational
view of strategic alliances (Dyer & Singh, 1998; Madhok & Tallman, 1998; Mes-
quita et al., 2008), firms typically address this paradox by collaborating with known
partners in NPD alliances rather than engaging with unfamiliar firms, even when
pursuing radical innovation projects (Li et al., 2008), thus foregoing the potential
benefits of exposure to novel information and technological knowledge (Uzzi, 1996,
1997). This preference arises from the ability to leverage established trust and rela-
tionship-specific investments to mitigate the risks of opportunistic behavior by new
partners (Arifio et al., 2001; Bureth et al., 1997). However, while trust is undoubt-
edly important, the default preference for familiar partners over new ones in these
alliances may not always be optimal (Bunduchi, 2013; Klueter & Monteiro, 2017,
Klueter et al., 2025; Laursen, 2012; Martinez-Noya & Narula, 2018) but may instead
reflect a deviation from fully rational decision making. Kavusan and Frankort (2019)
show that firms tend to maintain their alliance portfolios unless performance feed-
back prompts changes, either due to negative performance or the availability of slack
resources. Similar findings have been observed in studies examining the influence
of performance feedback on the formation of technological alliances with new types
of partners (Tyler & Caner, 2016; Martinez-Noya & Garcia-Canal, 2021). However,
focusing solely on the trade-off between familiar and unfamiliar partners as a simple
dilemma shaped by performance feedback may not fully capture the complexities of
partnering strategies in NPD alliances. Firms may also choose to mitigate the risks
of opportunistic behavior by reducing their alliance transparency or bandwidth, that
is, the amount of information transferred to the partner (Larsson et al., 1998). This,
too, is a decision that is not fully rational, as reducing bandwidth may protect against
information leakage but can also hinder the success of the project (Ritala et al., 2015).
However, this aspect has not been sufficiently considered when analyzing the choice
between familiar and unfamiliar partners. This is a critical research gap because both
trust and transparency are closely linked and should not be examined in isolation.
To address this gap, we complement the relational view of strategic alliances with
insights from regulatory focus theory (Das & Kumar, 2011; Gamache et al., 2015,
2020; Higgins, 1998; Johnson et al., 2015; Qian et al., 2023; Scoresby et al., 2021;
Weber & Mayer, 2010, 2011) and managerial perspectives on risk-taking (Kahneman
& Tversky, 1979, 1984; March & Shapira, 1987; Wiseman & Gomez-Megjia, 1998).
While the relational view predicts the dynamics of trust formation well, it overlooks
the role of framing in shaping alliance management decisions. We argue that part-
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ner choice decisions may be subject to cognitive biases, as firms weigh expected
losses differently than gains when faced with risky and uncertain decisions. Regula-
tory focus theory is particularly well suited for explaining how firms frame partner
selection decisions because it distinguishes between two motivational orientations:
promotion focus (driven by aspirations and gains) and prevention focus (driven by
security and loss avoidance). This theory highlights the importance of the motiva-
tion and goal orientation of decision makers (Forster et al., 2001). Thus, unlike other
behavioral theories that emphasize heuristics or prior expectations, regulatory focus
directly accounts for how firms frame decisions based on strategic goal orientation
and risk preferences (Weber & Mayer, 2010).

Taking a regulatory focus perspective, we argue that firms assign different values to
alliance alternatives depending on how they frame alliance goals: either as minimum
thresholds that must be met (a prevention focus) or as opportunities to be maximized
(a promotion focus) (Weber & Mayer, 2010, 2011). Specifically, based on previous
research demonstrating that technological leaders and challengers behave differently
and follow different competition dynamics when pursuing innovation projects (Arora
etal., 2016; Brancati et al., 2022; Cappelli et al., 2023; Giachetti & Torrisi, 2018), we
expect industry leaders and challengers to perceive losses and gains from cooperation
differently. Leaders aim to preserve the status quo, while challengers seek to reshape
the competitive pecking order (Alcacer & Chung, 2007; Giachetti & Li Pira, 2022;
Narula & Santangelo, 2009). In other words, leaders are more likely to adopt a pre-
vention focus, reacting more slowly to technological changes than challengers. These
differing perspectives shape managerial cognitive biases, influencing partner selec-
tion preferences and alliance behavior, particularly in terms of alliance bandwidth.

Our key assertion in this paper is that to more comprehensively explain alliance
partner decisions, traditional approaches to alliance formation should be comple-
mented with more realistic approaches to decision making. By integrating regulatory
focus theory with traditional perspectives on alliance formation, this paper offers a
novel behavioral framework to explain why firms often make seemingly subopti-
mal partner choices in NPD alliances under competence and behavioral uncertainty.
Theoretically, our framework contributes to the literature on alliances, claiming that
considering cognitive biases stemming from different regulatory foci (i.e. how deci-
sion makers frame the outcome of a decision) becomes key to explaining partner
selection choices. Thereby, it is our point that firms’ partner selection decisions are
influenced not solely by rational assessments of complementary capabilities, but also
by how managers perceive and frame risk, uncertainty, and potential gains or losses.
This is not simply a conceptual argument, as it has profound practical implications
for how managers should negotiate and manage NPD alliances. From a managerial
perspective, the paper underscores the importance of recognizing and mitigating cog-
nitive biases in alliance decisions, particularly those stemming from overreliance on
familiar partners or fear of disrupting the status quo. We suggest mechanisms, such as
contract reframing, team-based decision-making, and leveraging Al tools, to reduce
decision biases and improve partner selection outcomes, especially in dynamic, high-
uncertainty environments.
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2 Trust, relationship development, and partnering strategy
dilemmas

2.1 The familiar vs. stranger partner decision: a matter of trust and relational
capital

According to the relational view, trust in cooperative relationships is built through
relationship-specific investments, i.e. expenditures of money, managerial time,
energy, and effort tailored to a particular partner and not transferable elsewhere (Dyer
& Singh, 1998; Madhok & Tallman, 1998; Mesquita et al., 2008). These investments
enhance coordination, communication, governance, and trust, turning alliances into
self-enforcing agreements (Dyer, 1997; Mesquita & Brush, 2008). Accumulated trust
and knowledge with a specific partner constitute relational capital—an asset generat-
ing rents as long as the relationship is maintained (Dyer & Singh, 1998; Madhok &
Tallman, 1998). Consequently, firms often prefer familiar partners over strangers,
even when the latter may offer superior resources, to preserve relational capital and
avoid the higher monitoring and enforcement costs associated with new partnerships.

This bias primarily stems from the heightened uncertainty involved in partnering
with unfamiliar firms. In NPD alliances, collaborating with a new partner introduces
uncertainty regarding both the partner’s ability to contribute the required external
resources and its willingness to fulfill commitments (Madhok & Tallman, 1998).
We categorize these two sources of uncertainty as: “competence uncertainty” and
“behavioral uncertainty”, respectively. Competence uncertainty arises because firms
often cannot precisely define or evaluate the complementary technological resources
needed without prior collaboration (Hoetker, 2005). Behavioral uncertainty stems
from the lack of previous interactions, which raises the risk of opportunistic behavior
and unintended knowledge transfers (Grimpe & Kaiser, 2010; Heiman & Nickerson,
2004; Larsson et al., 1998). Thus, the decision between a familiar partner within
the firm’s R&D network and a stranger involves balancing potential efficiency gains
against these uncertainties. Although a stranger may offer superior technological
capabilities, the lack of trust increases behavioral uncertainty, necessitating greater
monitoring to prevent knowledge leakage and opportunism (Anand & Khanna, 2000;
Arifio et al., 2001; Gulati, 1995; Zaheer et al., 1998). In effect, governance costs vary
with the nature of the project and tend to increase in exploratory NPD projects, which
are characterized by high levels of competence and behavioral uncertainty (Carson et
al., 2006). Firms may recognize the need for new capabilities but find it challenging
to identify optimal complementary resources. Research shows that as competence
uncertainty rises; prior relationships gain importance relative to technical capabilities
in facilitating collaboration (Hoetker, 2005). Similarly, absorptive capacity literature
indicates that repeated interactions reduce causal ambiguity and improve knowledge
transfer effectiveness (Cohen & Levinthal, 1990; Kale et al., 2000; Kogut & Zander,
1992; Mowery et al., 1996; von Hippel, 1994). Therefore, firms often prefer familiar
partners under high uncertainty, particularly for radical innovation projects (Li et al.,
2008). Additionally, firms embedded in specific organizational networks may hesitate
to switch to potentially more valuable but unfamiliar partners.
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However, this preference for trusted partners may constrain innovation perfor-
mance. Overcoming the limitations of contextually localized search is essential for
exploratory alliances to access novel resources (Klueter et al., 2025; Laursen, 2012;
Nooteboom et al., 2007). Radical innovations require breaking path-dependent learn-
ing (Hart & Christensen, 2002; Tushman & Rosenkopf, 1996). Bunduchi (2013)
found that over-reliance on trust and geographic proximity in selecting NPD sup-
pliers fosters incremental rather than radical innovation. Consequently, maintaining
recurring ties with familiar partners may limit access to novel technological opportu-
nities and ideas (Uzzi, 1996, 1997).

We believe that the relationship between Embraer, the regional jet manufacturer,
and GE, its engine supplier, is a good illustration of the trade-offs involved when
picking a familiar partner or a new one for NPD, their new E-jets. Embraer had
a long-standing relationship with GE. However, in 2008, Pratt & Whitney (P&W)
developed a new generation of engines based on the Geared Turbofan (GTF) tech-
nology, PW1000G. This engine was 10—15% more efficient than other engines used
in regional jets. Despite this promising performance, Embraer was reluctant to adopt
the new technology and form an alliance with P&W to collaborate to incorporate
these engines to its new aircrafts because of its existing partnership with GE. In fact,
in 2010, Embraer’s CEO Frederico Curado acknowledged that while the GTF engine
had shown promising results, the company preferred to continue working with GE.
In his words: “Our level of comfort in the GTF is certainly higher today than it was
two years ago because there are data from flights the engine has been running. On
the other hand, GE is a strong partner of Embraer, and everything they tell us is abso-
lutely convincing that they are also able to bring the same sort of value with a differ-
ent architecture” (Anselmo & Velocci, 2010). It was not until three years later that
Embraer finally decided to switch to P&W’s engine to power the next generation of
their E-jets, somewhat later than many of its competitors (Polek,, 2013). This delay
in adopting P& W’s technology in their new aircraft placed Embraer at a competitive
disadvantage, as other manufacturers were already benefiting from the enhanced fuel
efficiency and performance gains of the GTF engine (Polek,, 2013). We believe this
case illustrates a biased approach to alliance partner selection. When deciding with
whom to ally to develop their new aircraft, Embraer prioritized partner stability and
predictability over potential performance gains, illustrating how firms with strong
relational capital arising from their existing alliance network may delay strategic
shifts even when new opportunities arise (Bureth et al., 1997). The hesitancy to tran-
sition to a new alliance partner for the development of its new aircraft, despite clear
technological advantages, highlights the role of managerial biases in shaping firms’
strategic decision-making. As Polek (2013) notes, Embraer eventually recognized
the necessity of change but only after competitors had already made their moves,
underscoring how overreliance on familiar partners can lead to inertia in strategic
partnerships.

2.2 The information transparency decision: a matter of bandwidth

The choice of familiar versus stranger is tempered by the need to ensure enough
information transparency to make the agreement successful in terms of learning out-
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comes. In this sense, we define “alliance bandwidth” as the extent of information flow
and transparency between partners, impacting coordination and joint performance.
This definition captures the essence of information transparency, emphasizing how
freely and accurately partners exchange critical insights to facilitate coordination and
decision-making. As discussed, NPD projects require partners to exchange highly
tacit and complex knowledge, which means that the alliance requires transparency
and open communication channels to facilitate joint research (Heiman & Nickerson,
2004; Larsson et al., 1998). Therefore, investing in wide-bandwidth communication
channels within the alliance can maximize the value derived from the relationship,
as partners share extensive and detailed information, reducing uncertainty and fos-
tering trust. Firms can also benefit from synergistic effects by developing relation-
ship-specific assets. However, this approach comes with the downside of increasing
the risk of unintended knowledge spillovers to the partner (Grimpe & Kaiser, 2010;
Martinez-Noya et al., 2013; Mudambi & Tallman, 2010; Oxley & Sampson, 2004).
Conversely, adopting a narrow bandwidth reduces the risk of unintended knowledge
spillovers but paradoxically limits the potential value that can be derived from the
alliance. Restricted, selective, or delayed information flows can lead to misalignment
and inefficiencies. In other words, firms must navigate the tension between knowl-
edge sharing and knowledge expropriation (Heiman & Nickerson, 2004).

Given the trade-offs associated with bandwidth, firms are more likely to estab-
lish wide-bandwidth relationships with existing partners rather than with new ones.
Since alliance partner selection decisions are taken by managers, they show greater
preference for ‘homophily’, that is, they tend to prefer partners who share important
values or technological specialization rather than the alternative, which is ‘heteroph-
ily’ (Aral & Van Alstyne, 2011). Homophily does not encourage novelty because
both partners tend to have similar technological profiles, lowering the probability of
novelty (Narula, 2014). The learning potential remains greatest when partnering with
relatively unknown actors, but firms tend to assign lower bandwidth in cooperating
with new or unfamiliar partners. Homophily between establishments eases commu-
nications, but reduces novelty, while a small overlap of technological specialization
increases the potential of novelty, but makes communications difficult (Nooteboom,
1999; Narula & Santangelo, 2009).

An illustrative example of this bandwidth dilemma (and how firms forming NPD
alliances may choose to limit alliance bandwidth below the optimum to mitigate the
risks of knowledge leakage) is Nokia’s 2007 joint R&D collaboration agreement with
its Taiwanese supplier Foxconn to start developing mobile phones (Larsen & Peder-
sen, 2011). As explained by the authors of this case study, Foxconn was chosen by
Nokia not only because cost savings resulting from relocating product development
capacity to China, but mainly because Foxconn was one of the biggest companies in
electronic component manufacturing and thus it had critical knowledge and expertise
on optimizing product development processes that Nokia saw the potential of tap-
ping into. Therefore, aligned with Tunisini and Zanfei (1998), this new joint R&D
agreement between Nokia and Foxconn can be viewed as a source of technological
innovation and a process of knowledge creation for NPD (Tunisini & Zanfei, 1998).
Indeed, according to Larsen and Pedersen (2011), when the alliance for joint R&D
collaboration started it became evident that frequent meetings and monitoring were
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required for effective joint R&D collaboration. However, despite this requirement for
increased alliance bandwidth, Nokia engineers displayed resistance towards sharing
critical knowledge with the external partner. In this case, Nokia employees exhibited
a heightened concern for avoiding the potential risks of knowledge leakage and the
loss of core competencies. This mindset led them to be cautious about engaging fully
with Foxconn who had demonstrated its expertise in product development but was
also a supplier of Nokia’s most important competitors such as Apple, Sony-Ericsson
or Motorola. As one Nokia product development manager noted: “People in Nokia
see it as if we are selling our core competences. On a design level, people have been
very nervous and cautious towards the joint research development” (Larsen & Peder-
sen, 2011, p. 8). The company’s internal resistance, driven by this focus on risk avoid-
ance, made it a significant managerial challenge to shift employee perceptions and
encourage a more open approach to collaboration. This focus on minimizing risk and
avoiding negative outcomes overshadowed the potential benefits of the collaboration.
Overall, the case illustrates how shifting to a mindset that emphasizes the potential
rewards of collaboration require considerable managerial intervention. However, it
should be acknowledged that when the risks of knowledge leakage are perceived to
be high, limiting the scope of the alliance may not always be an effective governance
mechanism. Li et al. (2008) highlighted a similar situation with Apple’s decision to
engage Microsoft in developing applications for the Mac. Despite attempts to control
the flow of information, Microsoft was able to gain critical knowledge about Apple’s
graphical user interface (GUI), which contributed to the development of Microsoft’s
Windows operating system. This example further illustrates that even when firms
limit their openness, the risk of unintended knowledge transfer remains significant.

In conclusion, while existing evidence shows that firms often deviate from profit-
maximizing behavior in their alliance partner choices, current theoretical approaches
fall short in fully explaining when and why these deviations occur. To address this
gap, the following section introduces a conceptual framework that integrates insights
from regulatory focus theory and managerial perspectives on risk-taking with the
relational view of alliances, to better account for the influence of framing in shaping
alliance decisions.

3 Aregulatory focus perspective on partner selection

As previously mentioned, regulatory focus theory posits that individuals pursue
goals via two distinct orientations: a promotion focus, centered on achieving positive
outcomes, and a prevention focus, aimed at avoiding negative outcomes (Higgins,
1998). Promotion-focused individuals emphasize accomplishments, hopes, and aspi-
rations, which fosters creativity, flexibility, and proactive risk-taking to achieve the
best possible outcomes. In contrast, prevention-focused individuals prioritize safety,
responsibilities, and obligations, leading to vigilant behavior oriented toward doing
whatever it takes to avoid losses (Higgins, 1998: 16).Although rooted in individual
psychology, regulatory focus has been shown to influence exchange relationships and
firm-level decisions, since firms act through individuals (Das & Kumar, 2011; Weber
& Mayer, 2010, 2011; Weber et al., 2011).
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Based on this theoretical foundation, we expect that managers frame the NPD alli-
ance partner decision through either a promotion or prevention lens. We anticipate
that a promotion focus will encourage managers to be more open to sharing informa-
tion and new ideas, to take greater risks, and to prioritize value creation over cost
minimization (Madhok, 1996). Managers with this focus should be more inclined
toward exploratory activities (Tuncdogan et al., 2017), new product development ini-
tiatives (Agnihotri & Bhattacharya, 2021), and expanding alliance bandwidth (Qiu &
Haugland, 2019). Conversely, we expect that a prevention focus will lead managers
to act more cautiously, particularly in sharing information that might be commer-
cially exploited, with a strong emphasis on loss avoidance and safeguarding exist-
ing assets (Qiu & Haugland, 2019; Das & Kumar, 2011; Bryant & Dunford, 2008).
Further, research on managerial risk-taking shows that risk tolerance varies with firm
performance: firms tend to be risk-averse when performing well but more willing to
take risks under adversity (March & Shapira, 1987; McCrimmon & Wehrung, 1986).
Therefore, we expect that the framing of decisions will often relate to the status quo
as a reference point (Barberis, 2013), with firms comparing the expected value of a
new partner against continuing with a familiar one.

Extending these arguments and consistent with prior research showing that tech-
nological leaders and laggards pursue different innovation goals and competitive
dynamics (Alcacer & Chung, 2007; Arora et al., 2016; Brancati et al., 2022; Cap-
pelli et al., 2023; Giachetti & Li Pira, 2022; Giachetti & Torrisi, 2018; Lieberman
& Asaba, 2006; Narula & Santangelo, 2009), we expect that the framing of alliance
partner decisions will vary depending on the firm’s competitive position. Specifically,
we expect industry challengers aiming to unseat incumbents to adopt a promotion
focus, seeking growth and breakthrough innovation through new alliances. In con-
trast, we expect industry leaders to adopt a prevention focus, emphasizing risk aver-
sion and continuity. Accordingly, we propose two distinct logics for alliance partner
selection based on firm position. These scenarios are illustrated in Fig. 1 and will be
further developed in the following sections.

3.1 Applying regulatory focus to partner decisions of industry leaders vs.
challengers

When assessing the replacement of a known partner for a stranger partner for NPD,
the firm is expected to compare the potential gains and losses associated with ally-
ing with the new partner with those offered by the already known partner, which can
be understood as the reference point (Kahneman & Tversky, 1979). The distinction
between the different reference points of an industry leader and a challenger is sig-
nificant. Potential losses may put in danger the preservation of the status quo for a
leader. Likewise, significant potential gains can help the challenger to dethrone the
leader. Based on this, we propose the following two scenarios.

Industry leaders. Regulatory perspectives on risk-taking suggest that market
leaders tend to adopt more conservative alliance partnering strategies to preserve
their status quo (Rusetski & Lim, 2011). Leaders typically enjoy higher profitability
through market power, economies of scale, first-mover advantages, and reputational
benefits (Ferrier et al., 1999). Although they may collaborate with both familiar and
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Fig. 1 A Regulatory focus theoretical framework to explain NPD alliance partner decisions of industry
leaders vs. challengers

new partners for new technology development, when deciding whether to continue
with a familiar partner or switch to a stranger, leaders are expected to prefer maintain-
ing their established R&D networks and be more reluctant to embrace change. This
reluctance stems from their greater potential losses in knowledge spillovers and rela-
tional capital compared to laggards. Indeed, stronger knowledge bases increase the
propensity to use safeguards against knowledge expropriation (Heiman & Nickerson,
2004; Norman, 2002). Moreover, leaders face higher risks not only of knowledge
spillovers (Arora et al., 2016) but also of damaging relational capital, as replacing
a familiar partner may upset that partner and signal low commitment to the wider
network (Dyer & Singh, 1998).

We therefore expect industry leaders to frame the NPD alliance partner decision
with a prevention focus. In this context, this orientation entails a vigilant effort to
avoid losses by minimizing the risks of opportunistic behavior and preserve the
relational capital with the established partner (Ghoshal & Moran, 1996; Malhotra &
Murnighan, 2002; Weber & Mayer, 2011). Such a cognitive bias favors stability over
change and leads to negative expectations regarding the behavior of new partners
due to heightened vigilance (Higgins, 2000). Consequently, firms may overestimate
the risks of partnering with a stranger and underestimate the potential benefits. Thus,
when deciding between maintaining the status quo (assigning the NPD project to a
familiar partner) or choosing a new partner, the latter must offer clear net advantages
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to offset the risks associated with abandoning the firm’s comfort zone. This reasoning
leads to our first proposition:

Proposition 1 When selecting partners for NPD, an industry leader is more likely to
adopt a prevention focus and prefer to keep on allying with a familiar partner rather
than a stranger one.

Under what circumstances will industry leaders be willing to forsake the status quo?
We argue that the change will not occur until the size of the aforementioned relational
loss is reduced, which from a dynamic perspective will happen when the uncertainty
regarding the real technological competence of the familiar partner disappears. As
uncertainty is the main source of deviations from rational behavior (Cyert & March,
1963), any reduction in uncertainty would reduce the previous cognitive biases. With
the simple passage of time, firm managers collect more information on the real tech-
nological competencies of the familiar partner. This means that if the familiar partner
fails to meet its performance standards, the value of the relationship will diminish,
and the relational loss will be reduced. In addition, once it becomes clear that the
established familiar partner is not capable of achieving the expected objectives, the
rest of the firm’s network members will understand the firm’s decision to change
alliance partner, thus not reducing the reputation of the firm as a committed network
partner. This is why Embraer took three years to decide to switch engine suppliers,
despite the higher efficiency gains that the new partner (P&W) offered compared
to GE’s technology. Furthermore, when the competence uncertainty disappears, the
expected relative efficiency gains from switching to the new partner will increase
because the firm will be more certain about the lower efficiency of the familiar part-
ner. In line with this argument, Tyler and Caner (2016) have demonstrated that firms
are more motivated to form R&D alliances when their new product introductions
perform below their aspiration levels. Thus, we argue that as competence uncertainty
is reduced cognitive biases will diminish and the firm is expected to follow a less-
biased partner selection strategy and choose the new best suited partner outside the
network. This leads us to:

Proposition 2 As competence uncertainty is reduced, the likelihood of industry lead-
ers embracing a change of partner increases.

A prevention focus among industry leaders may explain not only their slow response
to change but also their cautious behavior toward new alliance partners. Although
competence uncertainty may be reduced, behavioral uncertainty (arising from part-
nering with a stranger) remains. This is especially relevant for industry leaders, who
are more vulnerable than challengers to unintended knowledge spillovers (Arora et
al., 2016). Such fears intensify when the partner could commercially exploit acquired
knowledge beyond the agreement, particularly if the partner is a competitor (Mar-
tinez-Noya & Garcia-Canal, 2016; Martinez-Noya et al., 2013; Un et al., 2010). From
a regulatory focus perspective, industry leaders’ larger knowledge base increases
their risk of loss (Arora et al., 2016; Weber & Mayer, 2011), leading them to adopt a
prevention-framed contract. This contract design entails vigilant monitoring within
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the alliance to minimize potential knowledge losses, though it may also hinder tech-
nological learning.

Cognitive biases linked to the prevention focus cause leaders to overemphasize
potential losses, prompting them to select a narrower alliance bandwidth than what
would be theoretically optimal. A prevention-framed contract fosters negative expec-
tations regarding the new partner’s cooperative behavior, leading firms to minimize
knowledge leakage through detailed contract specifications. This cautious approach
can prevent the focal firm from fully benefiting from the partner’s superior techno-
logical capabilities (Weigelt, 2012). Supporting this, Monteiro, Mol, and Birkinshaw
(2015) found that secrecy by focal firms in innovation alliances acts as a barrier to
leveraging external knowledge, damaging innovation performance. Thus, a preven-
tion-framed contract leads firms to adopt a non—profit-maximizing alliance strategy,
aiming for satisficing rather than maximizing outcomes, which can be considered a
suboptimal choice driven by their framing of the situation. This leads us to:

Proposition 3 When a stranger is chosen over a familiar partner by industry leaders,
the likelihood of firms defining a low and suboptimal alliance bandwidth increases.

We propose that it is not until both the competence and the behavior uncertainty are
reduced that industry leaders are expected to follow a profit maximizing alliance
strategy, by adopting a promotion focus. As partners get to know each other better
and trust is developed, the situation may lead firms to turn their prevention focus to
a promotion one in which the contract is more likely to focus on general milestones
instead of detailed specifications on how to complete the project (Weber & Mayer,
2011). Indeed, over time, firms are expected to learn how to work with each other
and how to contract (Mayer & Argyres, 2008). It is for this reason that as behavioral
uncertainty is reduced, we expect the focal firm to adopt a promotion-framed contract
and increase its alliance bandwidth to its optimal level to maximize the potential
value that can stem from the alliance. Therefore, we propose:

Proposition 4 As the behavioral uncertainty regarding the stranger partner is
reduced, industry leaders will increase the likelihood of defining a high and optimal
degree of alliance bandwidth.

Industry challengers. A different scenario emerges when the firm is a challenger in the
industry, and it is interested in altering the existing hierarchy of competitors within
the industry. As a challenger, it will more likely frame the partner decision with a pro-
motion focus (March & Shapira, 1987; McCrimmon & Wehrung, 1986). This means
that challengers may be willing to assume greater risks and assign a higher value to
the potential gains that can be obtained through a partnership with an unknown firm.
However, they are also likely to underestimate the costs of knowledge loss to the
new partner. Indeed, previous research has shown that the weaker a firm’s knowledge
base, the lower the propensity to use safeguards against knowledge expropriation
(Heiman & Nickerson, 2004; Norman, 2002), as they are expected to have less to
lose in terms of knowledge spillovers (Arora et al., 2016) and more to win in terms
of improving their market position, given their current situation. In other words, the
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promotion focus leads these firms to maximize their learning opportunities, and thus
the likelihood of selecting a new partner instead of the familiar one increases. Indeed,
these firms are expected to perform below social aspiration levels both in financial
terms as well as in new product introductions, which it has been shown that this
drive firms to increase their R&D search intensity (Chen, 2008) and number of R&D
alliances (Martinez-Noya & Garcia-Canal, 2021; Tyler & Caner, 2016). It may also
lead to a strong propensity to replace current exchange partners due to perceptions
of underperformance (Azoulay et al., 2010; Klueter et al., 2025). This is so because
when assessing the value offered by the alternative partner, the value of maintaining
the status quo (its reference point) is lower for challengers than for leaders, and thus
they have less to lose in terms of knowledge spillovers and relational capital than
leaders in departing from the status quo. Therefore, we propose:

Proposition5 When selecting partners for NPD, an industry challenger is more likely
to adopt a promotion focus and ally with a stranger partner than a familiar one.

In addition, we expect that the competitive disadvantage faced by challengers within
an industry will lead them to also adopt a promotion-framed contract with the new
partner to define the optimal level of bandwidth within the alliance to maximize
learning opportunities. As these firms have less to lose from knowledge spillovers
(Arora et al., 2016; Heiman & Nickerson, 2004; Norman, 2002), we expect them to
design a contract to try to maximize the value that can be obtained from the new alli-
ance partner in terms of learning and benefits from coordination and communication
and thus would be willing to adopt a configuration of the alliance bandwidth oriented
to maximize its innovation goals. Indeed, promotion contracts may set expectations
of positive behavior in the relationship that may even go beyond the letter of the
contract (Weber & Mayer, 2011). This means that framing will induce partners to
develop closer ongoing relationships and thus achieve the maximal goals. This leads
to our final proposition:

Proposition 6 When a stranger is chosen over the familiar partner by industry chal-
lengers, the likelihood of firms defining a high and optimal degree of alliance band-
width increases.

Figure 2 summarizes the different propositions discussed in the paper. Thereby, pro-
viding an explanation of why leaders may react more slowly than challengers when
facing technological disruptions.

4 Discussion and conclusion

When forming NPD alliances under high levels of competence uncertainty, firms must
often decide: (1) whether to ally with a familiar partner within their network or a new
partner that may offer more suitable competencies for the project, and (2) whether or
not to maintain a high degree of bandwidth within the alliance. In this paper we have
explained that the outcome of these two decisions can shape the NPD innovation and
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NPD ALLIANCE PARTNER DECISION

INDUSTRY LEADERS INDUSTRY CHALLENGERS

(PREVENTION FOCUS) HIGH (PROMOTION FOCUS)
COMPETENCE
AND BEHAVIORAL
UNCERTAINTY

P1. FAMILIAR
PARTNER P5. CHANGE
PARTNER

If competence uncertainty is reduced:

P2. CHANGE
PARTNER P6. OPTIMAL

BANDWIDTH TIME

P3. SUBOPTIMAL
BANDWIDTH

If behavioral uncertainty is reduced:

P4. OPTIMAL
BANDWIDTH

G e e e

Fig. 2 Propositions about NPD alliance partner decisions of industry leaders vs. challengers

learning outcomes. As graphically illustrated in Fig. 3, firms are expected to have the
greatest potential innovation outcome by engaging in a high bandwidth alliance with
the stranger partner with fresher ideas. However, in practice we observe that many
of them do not directly choose this option. We have argued that this is because firms
differ in the way they frame their alliance partner decisions.

By integrating insights from regulatory focus theory with more traditional
approaches to alliance formation, we have offered a comprehensive explanation of
why firms appear to make inconsistent partner selection decisions and sometimes
make what may seem suboptimal choices. On the one hand, we argue that it is pre-
cisely the firms that lag within the industry the ones that more rapidly adopt a value
maximizing alliance strategy (quadrant ‘A’ in Fig. 3). We argue that the promotion
focus adopted by these firms when managing their alliance portfolio allows them to
behave with higher levels of flexibility and lower risk aversion, making them more
eager to change the status quo. On the other hand, we argued that the prevention
focus adopted by industry leaders can indeed explain why many of these firms take
so much time to end up in that maximizing alliance strategy as they focus on risk
minimization. Often, they first select a suboptimal outcome by going to ‘C’ (select-
ing a less capable but familiar partner within its existing R&D network); and once
they decide to change partner and depart from its status quo, they may end up in ‘B’
(not defining an optimal degree of bandwidth within the alliance). In the theoretical
framework presented we propose that it is not until the uncertainty regarding the new
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Fig. 3 Solutions to partner selection dilemmas in NPD alliances for industry leaders vs. challengers

partner’s behavior is reduced that they may finally decide to adopt a promotion focus
with the stranger partner and thus end up in quadrant ‘A’.

We argue that these behavior patterns may explain why many alliances fail to
achieve their expected outcomes (Das & Teng, 2000; Ireland et al., 2002; Reuer,
2000), and that they can be better understood if behavioral insights and manage-
rial perspectives on risk taking are included in our theoretical frameworks. This is
so because although it is known that firms may decide to alter their networks to
manage or cope with different types of uncertainty, it has been shown that this does
not necessarily mean that the attempt will be successful (Beckman et al., 2004). We
believe that the inclusion of these cognitive biases in the equation helps to raise
the accuracy when predicting alliance partner decisions under high levels of both
competence and behavioral uncertainty. Therefore, our paper contributes to previous
studies on alliance formation that also consider behavioral insights when explaining
alliance decisions (Beckman et al., 2004; Chen, 2008; Reuer et al., 2013; Tallman &
Shenkar, 1994; Tyler & Caner, 2016; Martinez-Noya & Garcia-Canal, 2021). Over-
all, the framework proposed here contributes to literature that calls for new areas
of research in strategy, such as behavioral strategy or microfoundations (Barney &
Felin, 2013; Contractor et al., 2019; Elia et al., 2021; Foss & Pedersen, 2014; John-
son et al., 2015). Specifically, it is increasingly acknowledged that strategy literature
can benefit from a higher integration of psychological insights and micro-level con-
cepts—such as managerial perceptions and other social factors of a noneconomic
nature— influencing firm decisions (Kaplan, 2008a, b; Su et al., 2023; Surdu et al.,
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2021). When explaining strategic decisions, it is important to remember that both
economic and noneconomic factors are assessed not by firms, but by human actors.
Human actors not only have limited information-processing capabilities and a pro-
pensity toward satisficing decisions (Cyert & March, 1963; Simon, 1945) but also
hold differing perceptions of the associated costs and benefits—both for the firm as
a whole and for themselves personally (Tallman & Shenkar, 1994; Tuncdogan et al.,
2017). Therefore, firms do not behave like rational economic actors and often follow
strategies that may appear to be suboptimal ones from a rational choice perspective
(Elia et al., 2019). Indeed, as shown by the literature on escalating commitments,
when people must decide which of two similar resources to use, they choose the
resource for which they paid the most. This implies that any demonstration that sunk
costs influence subsequent investment decisions calls into question the description
of individuals as economically rational decision makers (Staw & Hoang, 1995). It is
for this reason that we believe that the analysis of how individuals (managers) frame
decisions and what drive them to adopt a prevention or a promotion focus becomes
critical to better understand firm’s behavior.

Given the potential negative consequences of poor partner selection on a firm’s
competitive advantage, our analysis shows that a deeper understanding of the cogni-
tive biases driving these decisions is essential; in particular, the propensity to weigh
losses more heavily than gains under uncertainty. Specifically, we argue that the
adoption of a prevention focus by industry leaders leads them to prioritize minimiz-
ing appropriability hazards over maximizing value creation, as a means of protecting
the status quo. For this reason, in addition to offering empirically testable proposi-
tions that can be tested empirically in further studies, this paper calls for further
research into how firms can organize themselves to reduce or avoid biases stemming
from how strategic decisions are framed. Since strategic decisions often need to be
made under conditions of incomplete information, enhancing organizational flex-
ibility requires mechanisms that mitigate cognitive biases triggered by uncertainty.
One such measure is to reduce behavioral uncertainty surrounding potential partners.
Rather than relying on a prevention-oriented contract frame, firms can transfer criti-
cal technological knowledge in a relation-specific way, making it difficult for partners
to exploit outside the scope of the alliance (Buss & Peukert, 2014). This approach is
exemplified by Toyota’s interactions with its suppliers (Dyer & Hatch, 2006).

Another important challenge is that relationship-specific investments and rela-
tional capital often reside at the individual manager level, rather than at the organi-
zational level (Inkpen & Currall, 1998). In such cases, managers may resist partner
changes due to concerns over losing the value of their personal networks. To mitigate
this bias, it is advisable for firms to involve multiple managers in key alliance deci-
sions. Prior research has shown that information asymmetries and adverse selection
risks faced by executives not only affect governance choices but also shape part-
ner preferences (Reuer et al., 2013). In fact, Chen et al. (2014) provide evidence
that managerial social ties can negatively impact supplier selection and future firm
performance, despite the direct costs these choices may impose on the managers
themselves. Thus, social networks may exert a detrimental influence on the quality
of alliance decisions. To counteract this, team-based decision-making and leader-
ship rotation inside the team can help reduce bias and promote more optimal partner
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selection. Indeed, it is common to observe changes in trading partners following the
departure of managers and executives (Broschak & Block, 2014).

In this sense, it is worth debating whether firms do indeed tend to overestimate the
risks of embracing new ventures, rather than underestimate the risks of maintaining
the status quo (Martin, 2007). As argued by Martin (2007), executive teams tend
to carefully assess the risk of different new ventures, but neglect to make a simi-
lar assessment of the risk of retaining the status quo. We believe that the concepts
developed here and applied to the partner selection decision in NPD alliances allow
managers to more accurately assess both the positive and negative possible outcomes
of each alternative and thereby demonstrate the high risks of inaction. All in all, it
is important to note that both competence and partner behavior uncertainty decrease
with experience and the passage of time. This means that over time, with more com-
plete information, the focal firm should be able to accurately assess if it made a
wrong decision, as well as it is expected to learn how to design better contracts to
achieve the desired outcomes (Mayer & Argyres, 2008). However, given the current
technological dynamism, by the time the firm recognizes its mistake, it may be too
late, and it may lose its technological edge (Li et al., 2025). We expect that a firm with
a prevention focus is more likely to be focused on continued incremental innovation
which can make it vulnerable to competitors with a promotion focus who are actively
trying to change the nature of the battle. It is therefore for this reason that we call
for further studies on what drive firms to adopt different contract framings and their
implication on firms’ behavior and strategic decisions. Although our model aims to
describe what firms actually do, we believe it also serves as a call for firms to avoid
falling into framing traps.

4.1 Limitations and suggestions for further research

While our study provides a novel theoretical perspective on partner selection in NPD
alliances based on regulatory focus and managerial perspectives on risk-taking, it is
not without limitations. Addressing these limitations will offer fruitful avenues for
future research. First, the propositions we develop offer a theoretical lens but require
empirical validation to assess their practical relevance. Future studies can employ
quantitative methodologies, such as panel data analysis or experiments, to examine
the causal relationships proposed. Second, our framework predominantly focuses on
firm-level strategic responses to regulatory focus in partner selection. However, indi-
vidual-level managerial cognition and decision-making processes could play a cru-
cial role in shaping firm actions. Exploring the interplay between organizational and
individual-level factors could yield deeper insights. Third, our study assumes that
regulatory focus influences industry leaders and challengers in a relatively uniform
manner. However, heterogeneity among organizations, arising from factors such as
ownership structure, industry dynamics, and cultural differences, may moderate these
effects. Similarly, given that different types of partners may have different strategic
orientations and thus generate different levels of misappropriation risks (Cappelli et
al., 2023) it would be interesting to analyze whether the dynamics of NPD alliance
partner selection vary by partner type. In conclusion, future studies could investigate
how such contextual factors shape the influence of regulatory focus on partner selec-
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tion decisions, and ultimately identify how firms can organize their alliance portfolio
to better create and appropriate knowledge in an open innovation context (Colombo
et al., 2023).

In this regard, we identify as a particularly pressing avenue for future research the
study of the impact of artificial intelligence (AI) on NPD partner selection and alli-
ance portfolio reconfiguration. We believe that the study of the NPD alliance partner
paradoxes presented in our study take on critical relevance in this new era of Al-
driven competition, in which firms must manage innovation under disruption and
uncertainty (Li et al., 2025). The emergence of Al has fundamentally altered the
sources of competitive advantage, shifting from traditional resource-based advan-
tages to dynamic capabilities in data analytics, automation, and algorithmic decision-
making (Krakowski et al., 2023). On the one hand, this transformation forces firms
to tap into new technological competencies, often requiring them to reconsider their
existing alliances and forge new partnerships with unfamiliar Al-driven firms and
tech-based collaborators (Ameye et al., 2023). As Al reshapes the business land-
scape, firms must navigate greater competence uncertainty, making regulatory focus
in partner selection more crucial than ever. On the other hand, at the formal level, Al
language models are expected to assist in crafting contracts that mitigate opportun-
ism risks, as well as enhance the efficiency of partner identification and selection by
streamlining the screening and evaluation process, ensuring better strategic fit and
collaboration (Shah & Swaminathan, 2008). By leveraging Al, firms can assess a
larger pool of potential partners while conducting deeper, more dynamic analyses,
effectively overcoming the typical trade-off between information breadth and depth
that constrains human decision-making, and thus the alliance bandwidth decision.
Consequently, Al-driven disruptions have shifted the foundations of competitive
advantage, forcing firms to rethink how they organize their technological portfolios
and select strategic partners (Haefner et al., 2021). The emergence of Al-based tech-
nologies has driven the need to access often new technological competencies, leading
firms to reevaluate existing partnerships and form new alliances to maintain strategic
flexibility (Hanelt et al., 2021). As firms navigate these transformations, regulatory
focus may also shift, altering how firms interpret risk and opportunity in partner
selection. For example, Al-driven partner selection mechanisms may reinforce exist-
ing biases in managerial decision-making, influencing alliance choices in ways that
differ from traditional human cognition models. Future research could explore how
Al-induced biases alter managers’ regulatory focus and the extent to which adap-
tive learning mechanisms mitigate or exacerbate these effects. By addressing these
avenues, future studies can enhance our understanding of the relationship between
regulatory focus and partner selection, reinforcing the conceptual contributions of
this work and expanding its practical implications.
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