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Abstract. Steering committees are pivotal for governing complex collaborations by con-
sensus to facilitate coordination and knowledge sharing. Although consensus-based gover-
nance promotes mutuality, it can also cause deadlocks, stalling expeditious decision 
making. We examine the conditions under which alliance partners delegate decision- 
making authority to steering committees as well as the conditions under which authority 
over discordant matters can be relocated to one of the alliance partners. We argue that joint 
coordination concerns increase the likelihood of authority delegation, whereas the higher 
costs and stakes associated with decision stalemates provide grounds for authority rever-
sion. Empirical analyses of strategic alliances in the biopharmaceutical industry support 
our arguments. Our paper demonstrates the versatility of contractually defined adminis-
trative interfaces in alliance governance, allowing partners to coordinate bilaterally and 
adapt hierarchically as and when required.

Open Access Statement: This work is licensed under a Creative Commons Attribution 4.0 International 
License. You are free to copy, distribute, transmit and adapt this work, but you must attribute this 
work as “Organization Science. Copyright © 2023 The Author(s). https://doi.org/10.1287/orsc.2023. 
1687, used under a Creative Commons Attribution License: https://creativecommons.org/licenses/ 
by/4.0/.” 
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Introduction
Research on alliances has devoted substantial attention to 
understanding the organizing mechanisms that enable 
firms to cope with the challenges of working with self- 
interested partners in uncertain environments (e.g., Oxley 
1997, Das and Teng 1999, Carson et al. 2006, Schepker 
et al. 2014). This research views alliances as hybrid orga-
nizational forms founded in incomplete contracts to 
serve firms’ strategic goals (Hagedoorn et al. 2000), and 
thereby examines the contractual provisions and gover-
nance instruments that enable partners to address their 
coordination and control considerations (Pisano 1989, 
Lerner and Merges 1998). For instance, building on the 
idea that administrative control is a distinctive feature 
of organizational governance that enables coordinated 
adaptation (Williamson 1991), alliances scholars have 
sought to understand how partners can design, and ben-
efit from, administrative control interfaces that support 
alliances (Oxley and Wada 2009, Albers et al. 2016).

A key mechanism for jointly governing partnerships is 
the steering committee (Albers et al. 2016), which, in con-
tractual alliances, is the principal administrative interface 

staffed by representatives from the partnering firms 
(Robinson and Stuart 2007, Reuer and Devarakonda 
2016). Steering committees do not exist by default as 
a statutory matter, as in the case of boards for incor-
porated organizations. Instead, they are contractually 
established, with the structure and the purview of their 
administrative control derived from the rules partners 
codify in the alliance contract itself. Committees usually 
designate an equal number of representatives from each 
partner and pair this symmetry with decision making 
based on consensus. Through consensus, committees 
can equitably attend to partners’ concerns that arise 
during the execution of alliances. However, to the ex-
tent that committee members fail to converge in their 
views, deadlocks can arise, rendering committees in-
effective in their adaptation mandate. To avert the dis-
ruptive effects of deadlocks, partners contemplating 
authority delegation also contend with the task of fore-
seeing the conditions causing stalemates and crafting 
escalation mechanisms to address them efficiently (Wil-
liamson 2000). In order to address potential decision 
impasses that may surface, partners can agree to revert 
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authority over decisions to one partner to avoid pro-
longed and costly resolution, including the use of third- 
party adjudication (i.e., arbitration and litigation).

The objective of our study is to investigate the factors 
that underpin the specification of authority delegation 
to, and authority reversion from, steering committees. 
Because delegation and reversion are not features en-
demic to contract-based alliances, understanding the 
underlying trade-offs they present for partners’ coordi-
nation and control concerns is essential to their design 
to promote efficiency in alliance agreements. These 
trade-offs emerge from partners agreeing to relinquish 
hierarchical control to facilitate bilateral coordination at 
the alliance level but restore hierarchical control to 
address dysfunctional decision impasses (Williamson 
1991, Hart and Moore 2008). To explicate these trade- 
offs, we focus on the antecedents of delegation and re-
version. We contend that factors driving coordination 
concerns shape authority delegation, whereas factors 
driving the stakes and costs associated with decision sta-
lemates influence authority reversion. This analysis of 
the design features of administrative control interfaces 
in alliances thus enhances our understanding of the con-
ditions that determine the extent and bounds of author-
ity delegation.

Our theoretical framework builds on transaction cost 
theory to suggest that higher coordination requirements 
increase the partners’ tendency to endow the steering 
committee with more decision-making authority (Gulati 
and Singh 1998, Dekker 2004, Phene and Tallman 2012, 
Walter et al. 2012). We also suggest that alliance partners 
agree on contingent authority reversion from the steer-
ing committee to the partners’ organizational hierarchy 
to avoid inefficient stalemates. We test our predictions 
using a unique data set of strategic alliance contracts 
from the biopharmaceutical industry. We find that broad 
alliance scope and high levels of task interdependence 
between the alliance partners—both indicators of an in-
creased need for coordination—increase the likelihood 
that partners endow steering committees with enhanced 
decision-making authority. Furthermore, alliances that 
are large in financial scale and subject to substantial com-
petitive intensity—both critical indicators of the stakes 
and costs inherent in stalemates—rely to a greater extent 
on the contingent reversion of authority from the steering 
committee to the hierarchy of the partner organizations.

In identifying the antecedents of authority delega-
tion and authority reversion in alliances, we extend an 
emerging stream of research on the design of steering 
committees (Reuer and Devarakonda 2016). Our analy-
sis uncovers and explains the considerable variation in 
the authority delegated to the steering committee (e.g., 
decision-making rules and subject matter jurisdiction). 
We thus clarify the bounds of administrative authority 
in hybrid organizational forms in which partnering or-
ganizations contractually invest authority in a bilateral 

administrative interface—a decision that entails a loss 
of hierarchical control for a gain in bilateral coordina-
tion through consensus. Most importantly, we under-
score contractually specified authority reversion as a 
mechanism to simulate hierarchical fiat in a hybrid 
form of governance, wherein fiat is otherwise absent. 
This bilateral mechanism is distinct from the default of 
trilateral dispute resolution mechanisms (i.e., arbitra-
tion and litigation) proposed in extant theorizing in that 
it resituates authority in one of the partner organiza-
tions and thus, affords partners with a contingent path 
out of a critical bilateral decision impasse (Williamson 
1991). What emerges from this nuanced perspective is a 
far more refined view of the potential merits and draw-
backs of sophisticated administrative control mecha-
nisms in contractual alliances, as well as an improved 
understanding of how partners address concerns of co-
ordination and control via authority delegation and re-
version in their contractual agreements.

Theoretical Framework
A major challenge for alliance partners is the design of 
adequate governance mechanisms that support part-
nerships to achieve their desired goals (Kale and Singh 
2009). Given that alliance partners cannot foresee and 
contractually provide for all future contingencies, they 
are likely confronted with future events that require co-
ordinated adaptation (Masten and Crocker 1985, Argyres 
et al. 2007). The governance challenge becomes espe-
cially pertinent in nonequity alliances because non-
hierarchical organizational forms cannot replicate the 
administrative controls available to unitary firms or 
joint ventures (Williamson 1991, Oxley 1997, Reuer et al. 
2014). In response, firms can devise a means of pushing 
out the coordinated adaptation limits of alliances by 
establishing steering committees that function as struc-
tural interfaces between the partnering organizations 
(Smith 2005, Robinson and Stuart 2007). By providing 
a platform for exchanging information and discussing 
strategic decisions and exigencies, steering committees 
can help the partners to coordinate activities and to adapt 
their relationship to changing circumstances (Reuer and 
Devarakonda 2016). Steering committees can fulfill these 
functions more effectively if they are formally endowed 
with the authority to make decisions, in addition to serv-
ing as an information processing mechanism. In this 
sense, steering committees can be seen as being analo-
gous to boards in equity joint ventures (Kumar and Seth 
1998). However, unlike boards, which owe their origins 
to the laws governing corporations and come vested with 
the residual rights of control, steering committees are 
artefacts of the contract and are animated by the mutually 
agreed rules specified therein. As a result, partners dele-
gate authority over particular decisions in a bounded 
manner via the contract to a steering committee, and 
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other decisions are then subject to ratification by the 
partners.

Both partners can therefore agree to assign part of 
their sovereign decision rights to steering committees 
to create a forum for internal deliberations and facili-
tate localized adaptation in a coordinated way. Steering 
committees can therefore exercise administrative control 
over alliance activities by virtue of the authority granted 
to them in the contract. Thus, partners can stipulate the 
extent to which they delegate authority to the steering 
committee as well as the extent to which the committee 
can irrevocably hold on to this authority when contin-
gencies arise, so partners contract upon the bounds they 
set on delegated authority. Although employees of one 
partner organization are not obliged to follow directives 
from employees of the other partner, they are bound to 
obey directives endorsed by the steering committee and 
act accordingly. The following example from an alli-
ance agreement between Dermira and UCB Pharma 
illustrates the contractual delegation of authority to 
these administrative interfaces.

The JSC [Joint Steering Committee] shall have the responsibil-
ities and authority allocated to it in this Section 4 and elsewhere 
in this Agreement, but shall not have the right to interpret, 
modify, amend, vary and/or waive compliance of any of 
the provisions of this Agreement [emphasis added].

Given that the steering committee derives its exis-
tence and authority from the contractual agreement of 
the involved partners, the extent to which authority is 
delegated to the steering committee varies considerably 
across alliances. The locus of delegated authority con-
veys the idea that parties can choose to enshrine in the 
contract where decision-making authority over alliance 
activities resides, as well as how it traverses from par-
ties to the joint administrative interface and back. Thus, 
the scope of authority of steering committees can range 
from solely serving as a formal platform for information 
exchange and review to functioning as a powerful inter-
face with total control over all activities that fall within 
its purview. Hence, a steering committee’s authority 
can range from reviewing and monitoring activities 
to approving decisions in a formal manner. The more 
decision-making authority is handed down to steering 
committees, the more actively they can engage in alli-
ance management and affect partners’ abilities to achieve 
coordination. As one illustration, consider the following 
contract clause from an alliance between Sanofi and Reg-
ulus, which defines a steering committee with extensive 
decision-making authority.

The JSC [Joint Steering Committee] will be responsible 
for the overall planning and execution of the Research 
Program and the approval and oversight of the R&D Plan. 
The JSC will (i) evaluate the data generated by the Parties 
in the course of carrying out the R&D Plan, (ii) discuss and 
resolve any overarching issues or significant changes in the 

R&D Plan, (iii) recommend project prioritization within 
the R&D Plan, (iv) make project progression decisions and 
resource allocation decisions in accordance with the R&D 
Plan, (v) make revisions to the R&D Plan as necessary and 
(vi) consistent with Article 7 of the Agreement, review 
and approve all public communications and disclosures, 
including but not limited to data presented at external 
meetings and journals on the joint Research Results. 
Except for amendments to the R&D Plan (as adopted in 
accordance with this charter and the Agreement), in no 
event will the JSC have the power or authority to amend 
any provision of the Agreement [emphasis added].

However, it is also important to point out that, 
in exercising their decision-making authority, steering 
committees are constrained by the internal deliberation 
rules under which they are mandated to operate. Steer-
ing committees are typically composed of an equal 
number of members from each party representing their 
respective organizations’ interests. In our sample of 632 
alliances, for example, only three alliances have steer-
ing committees with an unequal number of representa-
tives. Because the representatives of each organization 
are bound by the interests of their respective organiza-
tions, the committee has to reach mutual agreement on 
critical matters, which can sometimes be arduous. In 
the absence of natural escalation mechanisms that can 
efficiently resolve deadlocks, committee-level decision 
making can potentially morph into a protracted negoti-
ation between committee members representing the 
partners and therefore, inhibit responses to emergent 
contingencies. By necessity, the design of administra-
tive interfaces entails the definition of rules by which 
the committees operate as well as an appreciation of 
the prospects for impeded consensus that would call 
for them to yield their authority. To incorporate escala-
tion mechanisms into a hybrid governance structure 
that lacks them as a matter of course, as in unitary 
hierarchies, alliance partners can revert final decision- 
making authority from the steering committee to the 
organizational hierarchy of one of the alliance partners. 
The following example from the same alliance contract 
between Sanofi and Regulus illustrates the process of 
authority reversion from the steering committee to one 
of the partners in case a deadlock arises within the 
steering committee.

If the JSC [Joint Steering Committee] is unable to decide 
by a majority vote on any issue within the scope of its 
authority and duties, then the JSC will promptly raise 
such issue to each Parties co-chairperson on the JSC, and 
such co-chairs will have 10 days to mutually agree on 
how to resolve such issue. If the co-chairs are unable to 
resolve such issue within the 10 day period, then such 
issue will be brought to each Party’s Senior Representa-
tives, or their designees. The Senior Representatives will 
have 10 days to mutually agree on how to resolve such 
issue. If the Senior Representatives are unable to resolve 
such issue within the 10-day period, then, subject to the 
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express limitations set forth in the Agreement and in Par-
agraph 9 below, such issue will be finally resolved by the 
Senior Representative of Sanofi, and such resolution will be 
binding on Sanofi and Regulus [emphasis added].

When defining the locus of delegated authority in an 
alliance, the partners, therefore, face an important trade- 
off. By delegating authority to the steering committee, 
alliance partners relinquish unilateral decision-making 
authority in favor of a bilateral decision-making approach 
to enhance coordination and to induce the partners to 
adapt in a cooperative way. However, unconditional del-
egation may also increase the risk and costs of stalemates 
and potentially even opportunistic holdup. To circum-
vent this potential problem of deadlocks, alliance partners 
can ex ante agree to condition the delegation of authority 
to steering committees, such that the emergence of dead-
locks on particular topics will allow one of the partners to 
supersede the authority of the steering committee. In 
other words, the partners can compensate for the absence 
of an escalation mechanism naturally present in a unitary 
hierarchy by specifying the contingent reversion of au-
thority on particular matters. Such contractually prede-
fined escalation procedures are efficient compared with 
the alternative of leaving such matters entirely to the 
steering committee and then resorting to costly third- 
party intervention in the event a decision impasse de-
generates into a dysfunctional dispute. Of course, when 
final decision-making authority rests with a partner, it 
can weaken the incentives for any bilateral adjustment, 
prompting parties to shade on their respective commit-
ments (Hart and Moore 2008). Further, to the extent that 
these escalation mechanisms require careful planning at 
the contracting stage itself, partners are likely to engage 
in this exercise when the alliance conditions are such that 
the benefits of authority reversion outweigh the potential 
costs of maladaptation.

We propose two drivers of this calculus for the del-
egation of authority and its contingent reversion: the 
benefits of coordination weighed against the costs of 
deadlocks. Whereas the delegation of authority to the 
steering committee is subject to coordination considera-
tions between the partners, the contingent reversion of 
authority to the partner organizations is driven by the 
stakes and costs of failing to achieve common ground 
for making bilateral adjustments. With regard to coor-
dination concerns, we follow prior alliance governance 
research that has highlighted the coordination chal-
lenges that arise from working together on a wide array 
of functional activities (i.e., vertical alliance scope) and 
the interconnectedness (i.e., interdependence) of those 
activities (Ryu et al. 2018). In terms of deadlock con-
cerns, we consider the stakes and costs that larger alli-
ances entail (i.e., dedicated investments in the alliance) 
and that arise from expected rivalry between firms 
working in similar technologies or on solutions for the 

same problem (i.e., competitive intensity) that requires 
partners to achieve efficient resolution of any decision im-
passes that might emerge during alliance implementation.

Antecedents of Authority Delegation
Alliance Scope. The set of activities partners specify as 
falling within the scope of the alliance is an important 
source of governance concerns for contracting parties 
because it determines the challenges partners are likely 
to encounter when they work together to achieve their 
mutually agreed-upon goals (Oxley and Sampson 2004, 
Li et al. 2008). For generating the desired value, the alli-
ance may encompass activities that belong to distinct and 
specialized functions of the value chain in which partners 
possess particular expertise (Khanna 1998, Inkpen 2000). 
Depending on the nature of the project, the functional, or 
vertical, scope of alliances can vary considerably, ranging 
from a focused effort in a specific function (e.g., research) 
to a broad program that spans several parts of the value 
chain (Khanna 1998, Khanna et al. 1998). In the context 
of research and development (R&D) alliances in particu-
lar, the primary purpose of the alliance may either 
remain confined to upstream R&D activities or extend 
downstream to encompass manufacturing and market-
ing activities.

The functional scope of an alliance raises several 
important concerns that need to be addressed through 
appropriate governance design. When alliance activities 
cover multiple functions in the value chain, conducting 
tasks under the alliance program creates the need for 
interactions that simultaneously cut across both organi-
zational boundaries as well as functional boundaries. 
It is more difficult for partners to specify clearly their 
rights and obligations in such partnerships, and broad- 
scope alliances entail multiple points of contact that 
need to be coordinated and worked out over time (Borys 
and Jemison 1989, Oxley and Sampson 2004). Left un-
monitored, an opportunistic partner can exploit the mul-
tiple points of contact to engage in strategic learning 
behavior to imperil the knowledge and even the compet-
itive position of a partner (Khanna et al. 1998). Anticipat-
ing these consequences, partners are likely to direct 
these crossfunctional, crossorganizational interactions 
using an administrative framework that not only devel-
ops and implements the rules of engagement over time 
but also supervises whether such rules are adhered to or 
not. By delegating decision-making authority to a steer-
ing committee, partners can craft a tailored response to 
crossfunctional exchange needs as and when they arise 
during alliance implementation. In delegating authority 
to a steering committee, partner representatives can also 
remain alert to, and adapt to, any opportunistic exploita-
tion by a partner. Steering committees can, therefore, 
play an active role in facilitating the management of alli-
ances with a broader scope. We therefore propose the 
following hypothesis.
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Hypothesis 1. The likelihood that alliance partners con-
tractually delegate decision-making authority to steering 
committees is positively related to alliance scope.

Interdependence. Related concerns of coordinated 
adaptation arise from the linkages among the tasks that 
partners undertake during the course of collaboration. 
The distribution of tasks across partners’ organizational 
units is determined by the division of labor between 
partners. For example, achieving alliances’ goals may 
require partners to specialize in particular activities of 
the value chain or to distribute some or all activities 
evenly between partners (Haeussler and Higgins 2014). 
The attendant interdependencies in the actions of part-
ners create work-related uncertainties and pose coordi-
nation challenges to partners.

The extent of interdependence between partners 
can be characterized using the taxonomy developed 
by Thompson (1967) based on the workflow between 
units. Thompson’s framework identified three types of 
interdependence—pooled, sequential, and reciprocal— 
that represent an ascending order of the degree of 
dependency of one unit on others to complete the allo-
cated task. Per this scheme, reciprocal interdependence 
between partners indicates a highly contingent pattern 
of decisions and actions among units, which require 
more formalized forms of coordination to bring about 
mutual adjustment. The contingent nature of tasks can 
impact the information processing demands, as in re-
ciprocal interdependence, creating the need for specialized 
mechanisms for coordination (Galbraith 1973, Tushman 
and Nadler 1978). In the context of boundary-spanning 
relationships, formalized structures can support the seg-
mentation and unification of tasks and facilitate infor-
mation flows to accommodate diverse administrative 
environments of the partner firms (Gulati et al. 2005). 
Conversely, when the task structure is not highly contin-
gent, coordination can occur through programmed re-
sponses, regardless of the number of interacting agents 
(Puranam et al. 2012).

To support the coordination needs of the alliance 
arising from reciprocal interdependence, partners can 
devise and put in place authority systems that embed 
coordination in an administrative context (Gulati and 
Singh 1998). In particular, alliance partners can address 
this need by delegating decision-making authority to 
the steering committee, meaning that alliance-related 
decisions are made through discussions and mutual 
approval within this dedicated administrative interface 
(Smith 2005). In this manner, the partners establish 
more hierarchy in the alliance to reduce information 
costs and promote coordination of alliance activities 
(Gulati and Singh 1998, Dekker 2004). Thus, if alliance 
activities are more interdependent, partners are more 
likely to use the steering committee not only as a forum 
for information sharing but also, as an interface vested 

with decision-making authority in order to foster coordi-
nated adaptation without resorting to intervention and 
guidance by executives in the partner organizations.

Hypothesis 2. The likelihood that alliance partners con-
tractually delegate decision-making authority to steering 
committees is positively related to the level of reciprocal 
interdependence between the partners.

Antecedents of Authority Reversion
The previous hypotheses underscore the benefits of con-
tractually delegating authority in a bounded manner to 
steering committees to support coordinated adaptation 
between partners. Conferred with decision rights and 
staffed by members from both partners, steering com-
mittees facilitate alliance execution by responding to the 
adaptation concerns indigenous to the alliance. How-
ever, when members’ minds do not meet on appropriate 
adaptive responses, decision impasses can ensue. Com-
mittee members locked in a decision stalemate may rec-
oncile their positions to the extent that they are equipped 
with the information to take cognizance of the damaging 
consequences to the focal alliance activity. However, 
such information and inducements to consider the rami-
fications of the decisions on other aspects of the partners’ 
organizations are absent by design. In other words, steer-
ing committees may fail to internalize the externalities 
of their decisions on both partner organizations (Segal 
1999, Bester 2009). In the biopharmaceutical industry, 
these externalities derive from the significant potential 
for spillovers across projects, which can have a signifi-
cant effect on overall firm value (e.g., Ding and Eliash-
berg 2002, Girotra et al. 2007), as well as spillovers 
across firms that carry out related programs (Cockburn 
and Henderson 1994). The concerns arising from the 
steering committees’ failure to internalize are different 
from the coordination concerns native to the alliance 
underscored in the previous hypotheses. When draft-
ing contracts, boundedly rational managers are likely 
to take an organization-wide view to estimate the sever-
ity of deadlocks and hence, the need for a safety valve. 
We first highlight the features of steering committees 
that inherently limit them from internalizing decision 
externalities and then identify the conditions which test 
these limits, compelling partners to opt for authority 
reversion.

One critical feature that can weigh down committees 
is that they are bilateral decision bodies that function by 
consensus. This feature can hinder coordinated adapta-
tion because the search for consensus at the committee 
level can break down and create an impasse. Another 
critical feature is that they are composed of a small 
number of individuals with distinct expertise. This fea-
ture can hinder coordinated adaptation because the 
search for optimal adjustments at the committee level 
can fail because of gaps in members’ joint expertise and 
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the stickiness of related knowledge (Szulanski 1996, 
Cockburn and Henderson 2001). These features will 
necessarily place limits on the efficient use of authority 
delegated to the steering committee. In conventional 
organizations in which fiat is featured, disagreements 
over decisions and mismatches in decision expertise 
naturally get resolved by default by escalating to a 
higher level in the hierarchy. Analogously in the case of 
interorganizational agreements, partners can devise an 
escalation mechanism that restores efficient adaptation.

Partners can partly replicate escalation in conven-
tional organizations by contractually agreeing to revert 
authority to one of the partners. Whereas such escala-
tion happens by default, or as a matter of course, within 
organizations, in alliances spanning organizations it 
must be instituted contractually. Just as authority dele-
gation is a matter of deliberate design, authority re-
version is a design concern that also carries with it 
efficiency implications. Specifically, partners can desig-
nate a partner as the final authority on specific matters 
delegated to the steering committee. In this way, ineffi-
cient stalemates resulting from the different expecta-
tions of the members of the committee can be avoided. 
It can also reduce the costs of disagreement compared 
with the alternative resolution of disputes by third 
parties through arbitration or litigation. Nevertheless, 
careful consideration must be given when curtailing 
delegation via reversion, as this can curb the initiative 
of the steering committees to engage in the search for 
solutions that maintain the adaptive efficiency of the 
alliance (Aghion and Tirole 1997). It can also lead to the 
counterparty shading in its efforts tied to the decisions 
(Hart and Moore 2008). The hypotheses consider the 
factors that encourage partners to revert authority dele-
gated to the steering committee. These factors character-
ize the decision-making contexts in which the benefits 
of reversion, originating in better internalization of the 
externalities at alliance-level choices, outweigh the costs 
of reversion.

Dedicated Investments. The costs and risks of decision 
impasses discussed are associated with the scale of 
financial investments dedicated to the partnership. An 
increase in project size can result in a concomitant 
increase in bilateral dependencies because the amount 
of capital committed to the alliance impacts not only 
the share of partners’ resources associated with the alli-
ance but also, the portion of their organizational value 
originating from the alliance. Accordingly, steering 
committees exercise authority over alliance-level deci-
sions that might also have substantial implications for 
other activities and investments of the partners.

Committees grapple with decisions related to selecting 
projects; allocating resources; and assessing technical, 
commercial, and manufacturing feasibility. In large-scale 
projects in the biopharmaceutical industry, for instance, 

these decisions involve multiple stages of the discovery 
and development process or multiple candidate thera-
pies (DiMasi and Grabowski 2007, Arora et al. 2009). In 
addition, committees have to decide in a setting where 
“time is money” because patents offer protection over 
a limited period of time, much of which is consumed 
by the development process before approval (Grabow-
ski and Vernon 1986). For example, speeding up the 
development process even by one day can substantially 
impact sales as high as $10 million per day for a block-
buster drug (Needleman 2001). Consequently, partners 
have an interest in efficiently addressing deadlocks in 
the steering committee.

Disagreements at the committee level can occur for 
several reasons. First, committee members may differ in 
their priors regarding the decision problem because of 
their particular expertise. Second, they may also differ 
in the information they possess to assess the situation. 
Finally, they may also differ in their individual prefer-
ences regarding the appropriate course of action. All 
three reasons can impede consensus because committee 
members hold divergent views on representing and 
structuring the decision problem and search for solu-
tions (Day and Lord 1992, Nickerson and Zenger 2004). 
Resolution of these disagreements may require comple-
mentary expertise and information (Fama and Jensen 
1983), which can be arduous and time consuming to 
transfer to the committee level (Garicano and Wu 2012). 
Under these conditions, partners may let direction sub-
stitute for the transfer of knowledge (Demsetz 1988); 
that is, they may agree to specify ex ante an escalation 
path for the authority delegated to the committee (Gari-
cano 2000). Thus, we suggest that the mechanism of 
authority reversion is more likely implemented in the 
contract when significant dedicated investments are 
made in the partnership.

Hypothesis 3. The likelihood that a contract allows for 
final decision-making authority to revert from steering com-
mittees to the organizational hierarchy is positively related 
to dedicated investments.

Competitive Intensity. A steering committee’s capacity 
to provide coordinated adaptation can also be tested 
because of the competitive intensity that is anticipated 
by the partners. Intense competition confronting the 
alliance puts pressure on partners to maintain flexibil-
ity to respond to new developments in a timely fashion 
(Bourgeois and Eisenhardt 1988, Eisenhardt 1989, Ross 
and Wieland 1996). Competitive pressure on alliance 
partners increases if many rival firms work on similar 
technologies or try to find and offer solutions for the 
same problems (Kogut 1989, Silverman and Baum 
2002). The pressures are particularly acute when part-
ners are racing with other firms to develop new thera-
pies and obtain regulatory approvals for products to 
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earn monopoly rents (e.g., Reinganum 1982, Marshall 
and Parra 2019). In particular, lagging behind the com-
petition in terms of product introduction may incur 
additional costs to demonstrate relative added value 
over the existing product and dampen profitability pro-
spects (Roberts 1999, Wuyts et al. 2004). Particularly for 
the client firms responsible for financing and commer-
cializing products developed by the alliance, delays 
arising from a decision impasse can prove costly.

New therapies in biopharmaceuticals go through a 
sequence of well-defined stages before ultimately reach-
ing the market (DiMasi 2002). This structure not only 
allows firms to anticipate the potential rivalry but also, 
continually supplies them information to (re-)evaluate 
their project pipelines. Faced with a crowded field down-
stream, steering committees have to contemplate the 
implications of spillovers along both the technological 
dimension as well as the product market dimension, 
which often tend to conflict with each other (Bloom et al. 
2013). Whereas the product approvals that competitors 
receive can discourage the continuation of similar invest-
ments (e.g., Rao 2020), research breakthroughs competi-
tors make in similar or related areas can encourage 
investments to benefit from those new developments 
and complement other research projects (Cockburn and 
Henderson 1994). For instance, in a related study, Krie-
ger (2021) finds that firms exhibit a high sensitivity to 
failure news from competitors operating within the 
same market and technology. Such news can lead to a 
significant increase in the likelihood of firms terminating 
drug development projects. As competition intensifies, 
firms may require greater agility to adapt, with potential 
ramifications for their partners involved in joint projects. 
In these tense situations, committee decisions regarding 
alliances that have significant implications for firms’ 
pipelines can create conflicting interests among commit-
tee members representing their partners. Although a 
steering committee’s authority is limited only to the indi-
vidual project under its purview, several of its decisions 
can impact the partners’ respective project pipelines 
(Chan et al. 2007). Specifically, members may be in-
formed about the implications for their parent firm but 
are uninformed about the implications for the partner. 
Such asymmetries can weaken the conditions for com-
promise, thus impeding consensus. In addition, strategic 
interdependencies arising elsewhere in the R&D pipeline 
because of the substitutive or complementary nature of 
products and technologies can compel a firm to opt for 
alliance-level commitments that do not align with its 
partner’s assessment (Sengul et al. 2012, Ethiraj and 
Zhou 2019). Although committee members may strive 
for compromise by educating others about their respec-
tive strategic considerations at the pipeline level, the 
information processing demands of integrating dispa-
rate knowledge can be unduly inefficient when competi-
tors are pursuing rival products (Nickerson and Zenger 

2004). By allowing a partner to have the final say after 
the steering committee has foundered in overcoming an 
impasse, partners can address a deadlock efficiently and 
be more responsive when the competitive intensity is 
high (cf. Kownatzki et al. 2013). We therefore posit the 
following hypothesis.

Hypothesis 4. The likelihood that a contract allows for 
final decision-making authority to revert from steering com-
mittees to the organizational hierarchy is positively related 
to competitive intensity.

Methods
Data and Sample
We tested our hypotheses using a sample of strategic alli-
ance contracts in the biopharmaceutical industry. This 
industry provided an appropriate context for our study 
because alliances are of vital strategic importance for 
pharmaceutical and biotechnology firms to gain access to 
new technologies and to secure the necessary resources 
for the time- and cost-intensive drug development pro-
cess (Hagedoorn 2002, Vassolo et al. 2004, DiMasi et al. 
2010). The contracts for our study were retrieved from 
BioScience Advisors, a service provider with a large 
database of alliance contracts in the biopharmaceutical 
industry. The database includes contracts filed with the 
Securities and Exchange Commission (SEC) as well as 
contracts obtained via Freedom of Information Act fil-
ings in the United States and is thus comparable with the 
Recap database (now known as Cortellis Deals Intelli-
gence), which has been used in related research (Schilling 
2009). We obtained a set of 1,606 contracts that were 
negotiated between 2005 and 2015. In total, 195 contracts 
were excluded because they were licensing agreements 
with universities, and another 180 contracts were ex-
cluded because they were supply, service, or distribution 
agreements rather than strategic alliances. Another 30 
contracts had to be excluded because we were unable to 
obtain important firm-level information or because rele-
vant parts of the contract were redacted (e.g., payments 
terms), an option that firms have when filing the docu-
ment with the SEC. Our final sample consists of 1,201 
dyadic alliances; of those, 632 alliances had a steering 
committee, and 569 alliances did not. Furthermore, we 
obtained data on firm-level information through SDC 
Platinum and firms’ historic websites (archive.org).

Dependent Variables: Authority Delegation and 
Authority Reversion
For our alliances with a steering committee, we created 
two binary dependent variables to capture the delega-
tion of authority to the steering committee and the 
reversion of authority to the organizational hierarchy. 
Authority delegation means that the alliance partners 
endow the steering committee with decision-making 
authority as opposed to using the steering committee 
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primarily as an information exchange interface. In turn, 
authority reversion occurs if the partners choose to grant 
one of the parties final decision-making rights in case of a 
deadlock in the steering committee versus relying solely on 
third-party dispute resolution via arbitration or litigation.

To measure authority delegation, we constructed a 
binary variable that takes the value one if the steering 
committee is endowed with strategic decision-making 
authority over alliance activities and zero otherwise. 
The decision-making authority that is transferred to the 
steering committee is clearly defined in the alliance 
contract, allowing us to determine whether a steering 
committee has decision-making authority on a specific 
issue or not. For example, if the contract indicated that 
the steering committee had to approve an R&D plan, 
we considered this a delegation of decision-making 
authority to the committee. However, if the steering 
committee is only allowed to review the R&D plan 
periodically, we code this as no delegation of authority, 
as the actual decision on the R&D plan would be made 
elsewhere than in the steering committee itself. We 
crossvalidated our interpretation of the contractual 
terms through interviews with practitioners from the 
biopharmaceutical industry. In agreement with our 
coding, steering committees with decision-making au-
thority take a decidedly more active role in alliance 
management than steering committees whose pri-
mary purpose is to facilitate information exchange. 
One interviewee said that weak, or less formal, steer-
ing committees without real decision-making author-
ity can resemble “coffee parties” because important 
decisions are made independently by the alliance part-
ners outside of the committee. In supplementary anal-
yses, we also examined the delegation of authority to 
the steering over particular tasks (e.g., research, clini-
cal trials, and commercialization activities) to provide 
additional insights on the specific types of decision- 
making authority that partners contractually grant to 
the steering committee and to explore the heterogene-
ity in the administrative controls that partners put to 
use in alliances. In our main analyses, our binary mea-
sure of authority delegation is one if the steering com-
mittee has decision-making authority over one (or 
more) of the alliance tasks. To ensure the validity and 
reliability of our coding, every contract was coded 
by two independent coders who were unaware of the 
research question. The coding of both raters was highly 
consistent; the Krippendorff alphas for decision-making 
authority regarding research, clinical trials, and com-
mercialization activities were 0.93, 0.98, and 0.93, re-
spectively. Inconsistencies between the two raters were 
discussed with the authors and resolved through mutual 
discussions.

Our second dependent variable, authority reversion, 
is a binary variable that takes a value of one if final 
decision-making authority rests with one of the partners 

in case the steering committee faces a deadlock and zero 
otherwise. In the latter case in the absence of authority 
reversion, partners will routinely need to resort to trilat-
eral dispute resolution to address ongoing conflicts (i.e., 
arbitration or litigation). The escalation mechanisms for 
steering committees are clearly outlined in the alliance 
contracts. In the event of a deadlock, contractually 
defined rules governing the functioning of the steering 
committee can remove a decision from the domain of 
the steering committee and revest the final authority for 
that decision with one of the alliance partners. In our 
supplementary analyses, we also examined whether the 
reversion of authority in this way—often termed casting 
vote, tiebreaking vote, final decision-making authority, or 
final say in practice—relates to particular tasks, such as 
research, clinical trials, or downstream activities such as 
commercialization.1 For our main analyses, the binary 
variable authority reversion is one if authority reverts 
for any of the alliance tasks. We obtained Krippendorff 
alphas for authority reversion regarding research, clini-
cal trials, and commercialization of 0.97, 1.00, and 0.97, 
respectively, which indicates high agreement between 
both raters. Again, inconsistencies in the coding were 
discussed and resolved.

Independent Variables
The first set of explanatory variables relates to the need 
for coordination. To measure alliance scope, we built on 
Oxley and Sampson (2004) and used the number of 
value-generating activities that are covered by the alli-
ance. We refined the original measure, which distin-
guishes between R&D-only alliances and R&D alliances 
with commercialization activities, to our context of bio-
pharmaceutical alliances by also accounting for the 
intermediate step of clinical trials and regulatory ap-
proval. Consequently, we created two binary variables: 
one variable for R&D alliances with clinical trials and 
another variable for R&D alliances with clinical trials 
and commercialization activities. Pure research alliances 
serve as our omitted reference category. We also note 
that the combination of research alliances with commer-
cialization and no clinical trial activities did not occur in 
our data.2

For reciprocal interdependence, we replicated the measure 
proposed by Reuer and Devarakonda (2016), a binary 
variable that captures whether alliance activities are car-
ried out jointly. For this purpose, we relied on BioScience 
Advisors’ classification of collaborative agreements desig-
nated as “Co-Development.” Thus, our binary indicator 
equals one if the alliance partners jointly develop the focal 
compound and zero otherwise. Reciprocal interdepen-
dence is particularly high in this case because the alliance 
partners rely on each other’s input to push development 
forward. In line with Reuer and Devarakonda (2016), we 
also added a binary indicator for sequential interdependence 
that captures alliances in which partners independently 
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perform certain upstream and downstream activities. A 
typical example would be an alliance in which a biotech-
nology company performs research activities (upstream) 
and the pharmaceutical company is responsible for clini-
cal trials and commercialization (downstream). The omit-
ted reference category is pooled interdependence, which 
includes pure licensing and commercialization agree-
ments, for which interdependence is lowest.

Our second set of variables captures the stakes and 
costs of decision impasses that can necessitate authority 
reversion. As a proxy for dedicated investments, we calcu-
lated the logarithmic sum of up-front payments, the 
maximum future milestone payments, and license fees. 
These contractually defined payments are a critical part 
of the negotiations and are specifically tied to the focal 
alliance (Crama et al. 2008, Kotha et al. 2018). Through 
these payments, the client commits to compensate the 
research unit for past and future R&D investments 
(Robinson and Stuart 2007). The size of these payments 
often exceeds several hundred million U.S. dollars and 
thus, represents a major strategic commitment for the 
client firm and an essential source of funds for the 
research unit (Lerner and Merges 1998, Lerner and Mal-
mendier 2010). Importantly, higher values of dedicated 
investments are associated with the expected costs of 
failure to achieve common ground for making bilateral 
adjustments. It is noteworthy that in our specific empir-
ical context, the investments made are unilateral in the 
sense that the client firm finances the R&D activities of 
the research unit (see Foss and Weber 2016 for a discus-
sion). Thus, although the client firm provides financial 
support, the research unit contributes primarily intangi-
ble assets, such as R&D knowledge and expertise.

Our measure of competitive intensity is based on the 
concentration of firms conducting clinical trials in the 
same disease area as the focal alliance, which is likely to 
pose a competitive threat to the alliance. More specifi-
cally, for each alliance, we identified the focal disease 
area targeted (e.g., hepatitis C) and then calculated the 
concentration of firms undertaking clinical trials (i.e., 
industry sponsors) in the same disease area in the five 
years prior to the alliance formation. We also used one- 
and three-year windows as robustness checks and ob-
tained qualitatively similar findings. As a measure of 
concentration, we inverted a Herfindahl–Hirschman- 
type index so that higher values in the range from zero to 
one indicate more intense rivalry (i.e., the clinical trials in 
a given disease area are less concentrated on a single firm 
or a few firms). Although the Herfindahl–Hirschman 
index was originally used to measure competition in an 
industry, it has been applied to a variety of contexts to 
measure the concentration of skills, experience, or pro-
ducts in a particular field (e.g., Narayanan et al. 2009, 
Aggarwal and Wu 2015, Byun et al. 2018). We obtained 
data from the public registry of clinical trials in the United 

States, which is accessible through ClinicalTrials.gov. The 
database provides, among other items, the disease areas, 
the names of the sponsors, and the start dates of the trials 
in a structured format. Clinical trial registration is manda-
tory for firms and investigators in general operating in or 
outside the United States, so the data provide a compre-
hensive picture of the competitive landscape in the bio-
pharmaceutical industry. To calculate the competition 
index, we first standardized the disease names in the 
ClinicalTrials.gov database (e.g., cancer, tumor, and neo-
plasm are synonyms) and then classified each alliance 
using the list of diseases reported in the ClinicalTrials.gov 
database. Information about the target area is disclosed in 
the alliance agreement (usually in the “Definitions” sec-
tion) and in the corresponding press release.

Control Variables
We controlled for an array of potentially confounding fac-
tors relating to technological aspects, firm characteristics, 
and transactional attributes. First, we controlled for tech-
nological uncertainty, which has been argued to be a major 
driver for interorganizational governance choices. Similar 
to Reuer and Devarakonda (2016), we classified the dis-
ease area and phase of development of the focal molecule 
in the alliance as described in the contract and used the 
probabilities calculated by DiMasi et al. (2010) that a mol-
ecule in a given disease area and phase of development 
transitions to the next phase of clinical development. In 
addition, we added clinical phase, therapeutic area, and 
technology fixed effects in the regressions (Azoulay 
2004).3 These controls alleviate the potential concern that 
some technologies or indications may be more complex 
than others and require different levels of coordination 
between the partners.

We further controlled for the partners’ technology 
overlap, which is the patent portfolio similarity measure 
developed by Jaffe (1986), a commonly used metric in 
the alliance literature (Oxley and Sampson 2004, Li et al. 
2008). Partners with similar technologies can evaluate 
each other’s contributions more easily, which reduces 
information asymmetries and facilitates coordination 
between the partners. At the same time, the risk of 
involuntary knowledge spillovers increases if the part-
ners work in closely related areas, leading to a height-
ened ability of a partner to misappropriate knowledge.

Relatedly, we controlled for each partner’s knowledge 
stock because a more extensive knowledge base improves 
the potential technological contributions and absorptive 
capacities of the partners and thus, the ability to benefit 
from a joint decision-making process via the steering 
committee. We operationalized knowledge stock as the 
logarithmic value of the forward citation-weighted num-
ber of patents that the partners owned prior to forming 
the focal alliance (Henderson et al. 1998, Argyres and 
Silverman 2004).
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Moreover, we included control variables for partner- 
specific and general alliance experience (Hoang and 
Rothaermel 2005). Higher alliance experience decreases 
the need for coordinated adaptation because the part-
ners can anticipate more contingencies based on their 
experience derived from other alliances and define explicit 
remedies in the contract. In particular, we included the 
number of prior ties, which is the log-transformed number 
of prior engagements between the alliance partners (Gulati 
1995, Hoetker 2005). In a similar vein, we controlled for 
the partners’ general alliance experience by using the loga-
rithmic value of the number of previous alliances that each 
partner had formed before entering the focal alliance 
(Hoang and Rothaermel 2005). To construct this measure, 
we relied on data by BioScience Advisors and complemen-
ted this information through Informa Pharma Intelligence.

In addition to these technology-specific and partner- 
related considerations, we also incorporated some impor-
tant alliance characteristics in the control structure. Prior 
research has shown that partner asymmetries can have 
important implications for alliance contract design (Lui 
and Ngo 2004). The reason is that larger firms differ sub-
stantially from smaller firms in their decision-making 
processes and organizational routines. Moreover, these 
asymmetries are indicative of differences in bargaining 
power. To account for this, we included partner asymmetry 
in the model, which is the difference in the number of 
employees of the partners divided by the number of 
employees of the larger firm.

Given the increased coordination challenges that exist 
when alliances are international, we added a binary 
control variable for crossborder alliances, which is one for 
international alliances and zero for alliances between 
organizations from the same country (Gulati 1995, Gulati 
and Singh 1998).

We also distinguished alliances formed between bio-
technology firms and those involving pharmaceutical 
clients. Biotechnology firms are typically more resource 
constrained, and this can shape the types of alliances in 
which they engage as well as the design of these colla-
borations. Hence, our binary control variable biotech- 
biotech alliance is one if both partners are biotechnology 
firms and zero otherwise (Lerner et al. 2003).

Following prior research, we included a binary vari-
able for minority equity relationships that may exist 
between the partners (equity participation). The reason is 
that equity holders can potentially influence the decision- 
making process in the partner’s organization through 
channels outside the contractually defined administrative 
control structures (Pisano 1989).

We also included a control variable for the contract’s 
length as a broad indicator for transactional complexity. 
We operationalized this variable as the number of 
words in a given contract. Finally, we use year fixed 
effects to account for potential changes in contract 
design over time as well as general market conditions.

Results
We begin with a brief exploration of descriptive findings 
for the dependent variables—the contractual delegation 
of authority to the steering committee and the contin-
gent reversion of authority from the steering committee 
to the organizational hierarchy of one of the partners 
(see Table 1); 59% of the sampled steering committees 
have the authority to make alliance-related decisions, 
which means that the alliance partners contractually trans-
fer decision-making authority from themselves to the 
steering committee. Conversely, in the remaining 41%, the 
steering committee is not equipped with the authority to 
make decisions but rather, reviews and monitors the con-
tractually defined alliance activities. For a more granular 
view, we also explored the variance in our dependent 
variables with respect to different functional areas. As 
we will detail in the next section devoted to supple-
mentary analyses, we distinguished the locus of dele-
gated authority with regard to research activities, 
clinical trials management, and commercialization. In 
our sample, 54% of the steering committees are respon-
sible for approving research activities (JSC approves 
research). Moreover, we observed that 32% of the steer-
ing committees are responsible for approving clinical 
trials activities (JSC approves clinical trials), and 27% are 
responsible for deciding on commercialization activi-
ties (JSC approves commercialization).

In addition to the variation regarding the commit-
tees’ decision-making authority, we observed substan-
tial heterogeneity in partners’ escalation mechanisms 
for steering committees. Our data indicate that in 32% 
of the cases, disputes related to matters within the pur-
view of the steering committee are resolved through 
final decision-making authority allocated to one of the 
alliance partners (authority reversion) as opposed to rely-
ing on other remedies, such as third-party dispute resolu-
tion (i.e., arbitration or litigation). Interestingly, we also 
noticed that alliance partners sometimes define different 
dispute resolution mechanisms for specific areas of deci-
sion making. For example, there are instances in which 
the steering committee generally resorts to arbitration 
for dispute resolution except if the dispute concerns 
research activities, in which case one of the partners 
has the final say. In our sample, 26% of the steering 
committees revert final decision-making authority for 
research-related matters (authority reverts for research), 
16% revert authority for clinical trials issues (authority 
reverts for clinical trials), and 13% revert authority for 
commercialization matters (authority reverts for com-
mercialization). Thus, the data indicate rich heteroge-
neity in the delegation and reversion of authority in 
our sampled alliances.

For our main model, we estimated a bivariate probit 
model to allow for the possibility that the disturbances of 
the equations for authority delegation and authority 
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reversion are correlated and to enhance the efficiency of 
estimates as a consequence. We opted for this conservative 
estimation technique because questions related to the 
locus of delegated authority could be negotiated as a bun-
dle and would, therefore, be partially interdependent.

Table 2 presents the estimation results. The bivariate 
probit model estimates the probability that the steering 
committee has decision-making authority on any given 
issue as well as the probability that authority reverts to 
the partners in case of a deadlock. The results of Model 
1 and Model 3 for the control variables are estimated 

jointly in the bivariate probit model, as are the full spe-
cifications that include the main independent variables 
in Model 2 and Model 4, which are the models we 
interpret. We cluster the standard errors both at the 
contracting dyad level and additionally, at the partner 
firm level because firms may be involved in multiple 
alliances.

In our first two hypotheses, we argue that coordi-
nation concerns are associated with the likelihood of 
authority delegation. Specifically, Hypothesis 1 predicts 
a positive relationship between alliance scope and the 

Table 1. Descriptive Statistics and Correlations

Variables Mean SD Min Max (1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

(1) Delegation of Authority 0.59 — 0 1 1.00
(2) Reversion of Authority 0.32 — 0 1 0.57 1.00
(3) JSC Approves Research 0.54 — 0 1 0.90 0.54 1.00
(4) Authority Reverts for Research 0.26 — 0 1 0.50 0.86 0.55 1.00
(5) JSC Approves Clinical Trials 0.32 — 0 1 0.57 0.36 0.56 0.33 1.00
(6) Authority Reverts for Clinical Trials 0.16 — 0 1 0.36 0.62 0.35 0.61 0.63 1.00
(7) JSC Approves Commercialization 0.27 — 0 1 0.50 0.24 0.40 0.15 0.44 0.26 1.00
(8) Authority Reverts for Commercialization 0.13 — 0 1 0.32 0.56 0.27 0.41 0.33 0.51 0.64 1.00
(9) Research and Clinical Trials Alliance 0.04 — 0 1 0.01 �0.01 0.02 �0.02 �0.01 �0.06 20.08 �0.05 1.00
(10) Research, Clinical Trials, and 

Commercialization Alliance
0.9 — 0 1 0.09 0.11 0.09 0.10 0.11 0.11 0.12 0.11 20.61 1.00

(11) Sequential Interdependence 0.25 — 0 1 �0.06 0.04 �0.05 0.05 �0.07 �0.02 20.17 20.09 0.12 �0.06
(12) Reciprocal Interdependence 0.49 — 0 1 0.20 �0.00 0.19 0.00 0.16 0.02 0.25 0.08 �0.06 0.13
(13) Dedicated Investments 16.57 6.13 0 21.92 0.09 0.15 0.13 0.15 0.04 0.07 0.02 0.07 20.22 0.23
(14) Competitive Intensity 0.79 0.2 0.4 0.99 0.09 0.27 0.09 0.22 0.02 0.18 0.05 0.17 �0.04 0.09
(15) Technology Overlap 0.32 0.35 0 1 0.10 0.06 0.11 0.03 0.09 0.01 0.11 0.08 �0.05 0.05
(16) Technological Uncertainty 0.49 0.32 0 0.92 0.03 0.02 0.11 0.11 �0.00 �0.03 20.08 �0.06 0.09 �0.03
(17) Knowledge Stock of Client 4.16 3.27 0 11.79 0.09 0.06 0.11 0.04 �0.01 �0.03 0.03 0.01 �0.01 �0.04
(18) Knowledge Stock of Research Unit 4.28 3.59 0 11.84 �0.01 20.08 �0.01 20.09 �0.02 �0.06 �0.02 �0.07 �0.06 �0.01
(19) Alliance Experience of Client 4.09 2.07 0 7.63 0.11 0.06 0.14 0.08 0.04 �0.01 �0.01 �0.04 �0.03 �0.02
(20) Alliance Experience of Research Unit 2.42 1.56 0 7.16 �0.04 �0.04 �0.07 �0.06 �0.02 �0.02 0.04 0.00 20.11 0.05
(21) Number of Prior Ties 0.24 0.49 0 2.4 0.06 0.03 0.06 0.06 0.06 0.06 0.11 0.04 �0.07 0.04
(22) Partner Asymmetry 0.87 0.27 0 1 0.05 0.01 0.06 0.05 0.08 0.05 �0.02 �0.05 �0.00 �0.02
(23) Crossborder Alliance 0.61 — 0 1 �0.08 �0.08 �0.08 �0.06 20.09 �0.08 �0.05 20.09 �0.08 0.07
(24) Biotech-Biotech Alliance 0.06 — 0 1 �0.03 0.04 �0.05 0.02 0.02 0.08 0.04 0.11 0.06 �0.06
(25) Equity Participation 0.21 — 0 1 0.07 0.09 0.08 0.10 0.04 0.13 0.09 0.15 �0.02 0.08
(26) Contract Length 31.82 17.47 5.08 145.84 0.16 0.09 0.17 0.06 0.16 0.10 0.21 0.12 20.14 0.18

(11) (12) (13) (14) (15) (16) (17) (18) (19) (20) (21) (22) (23) (24) (25) (26)
(11) Sequential Interdependence 1.00
(12) Reciprocal Interdependence 20.56 1.00
(13) Dedicated Investments �0.01 0.07 1.00
(14) Competitive Intensity 0.05 0.05 0.11 1.00
(15) Technology Overlap 20.10 0.20 0.15 0.08 1.00
(16) Technological Uncertainty 0.09 �0.00 0.12 0.02 �0.01 1.00
(17) Knowledge Stock of Client �0.06 0.23 0.19 0.01 0.34 0.09 1.00
(18) Knowledge Stock of Research Unit 20.11 0.11 0.12 �0.00 0.40 �0.01 0.06 1.00
(19) Alliance Experience of Client �0.06 0.28 0.29 0.03 0.27 0.11 0.47 0.09 1.00
(20) Alliance Experience of 

Research Unit
20.12 0.10 �0.05 0.01 0.20 20.12 0.05 0.44 0.02 1.00

(21) Number of Prior Ties 20.13 0.11 �0.01 �0.00 0.06 0.04 �0.04 0.07 0.00 0.11 1.00
(22) Partner Asymmetry 0.01 0.11 0.11 �0.02 0.04 0.05 0.21 0.10 0.34 0.04 �0.04 1.00
(23) Cross-Border Alliance �0.01 �0.02 0.01 0.04 �0.05 20.13 0.07 �0.06 0.02 �0.00 20.12 0.07 1.00
(24) Biotech-Biotech Alliance 0.02 �0.04 0.04 0.04 0.08 0.05 0.01 0.07 �0.07 0.05 0.04 20.09 20.18 1.00
(25) Equity Participation 20.11 0.05 0.06 0.04 �0.06 0.11 �0.06 �0.04 20.08 20.09 0.00 0.03 20.09 0.09 1.00
(26) Contract Length 20.20 0.37 0.26 0.06 0.14 �0.02 0.21 0.11 0.28 0.11 0.08 0.12 20.10 0.02 0.11 1.00

Notes. n � 632. p < 0.05 is in bold. SD, standard deviation.
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delegation of decision-making authority to the steering 
committee, which is supported by the positive coefficient 
estimate for research and clinical trials alliance (p� 0.039) 
and research, clinical trials, and commercialization alliance 
(p � 0.069). Alliances that encompass research activities 
and clinical trials are 26.7% more likely to delegate author-
ity to the steering committee compared with research- 

only alliances. Furthermore, for alliances that have an 
even broader scope and include research, clinical trials, 
and commercialization activities, the average probability 
of delegating authority is 14.5% higher compared with 
pure research alliances. In sum, a large increase in the 
scope of an alliance that spans upstream and down-
stream activities can increase the likelihood of delegation 

Table 2. Bivariate Probit Regression Results

Variables

Authority delegation Authority reversion

Model 1 Model 2 Model 3 Model 4

Research and Clinical Trials Alliance 0.81* 1.36**
(0.39) (0.44)

Research, Clinical Trials, and Commercialization Alliance 0.44† 1.09***
(0.24) (0.29)

Sequential Interdependence 0.16 0.02
(0.16) (0.17)

Reciprocal Interdependence 0.52** �0.07
(0.16) (0.17)

Dedicated Investments 0.08 0.24*
(0.08) (0.10)

Competitive Intensity 0.09† 0.37***
(0.05) (0.05)

Technology Overlap 0.17** 0.14* 0.14* 0.08
(0.06) (0.07) (0.06) (0.05)

Technological Uncertainty 0.02 �0.01 0.10 0.02
(0.08) (0.08) (0.08) (0.09)

Knowledge Stock of Client 0.07 0.07 0.09 0.10
(0.06) (0.07) (0.06) (0.06)

Knowledge Stock of Research Unit �0.04 �0.05 �0.16* �0.16*
(0.07) (0.08) (0.07) (0.07)

Alliance Experience of Client 0.02 �0.02 0.04 0.03
(0.07) (0.08) (0.08) (0.09)

Alliance Experience of Research Unit �0.04 �0.03 0.02 0.05
(0.07) (0.07) (0.07) (0.07)

Number of Prior Ties 0.08 0.05 0.02 0.05
(0.05) (0.06) (0.08) (0.08)

Partner Asymmetry 0.02 0.03 �0.02 �0.01
(0.07) (0.07) (0.07) (0.07)

Crossborder Alliance �0.21* �0.20† �0.23* �0.30*
(0.11) (0.11) (0.11) (0.12)

Biotech-Biotech Alliance �0.48 �0.42 0.03 �0.06
(0.30) (0.34) (0.30) (0.30)

Equity Participation 0.22† 0.15 0.34* 0.30*
(0.13) (0.14) (0.14) (0.15)

Contract Length 0.20** 0.11 0.10 0.10
(0.07) (0.07) (0.06) (0.06)

Phase fixed effectsa 6.574 4.529 6.574 4.529
Therapeutic area fixed effectsa 84.20*** 64.84*** 84.20*** 64.84***
Technology area fixed effectsa 34.30* 33.94* 34.30* 33.94*
Year fixed effectsa 35.72* 25.38 35.72* 25.38
Log likelihood �610.9 �562.4 �610.9 �562.4

Notes. n � 632. Clustered robust standard errors are in parentheses. Models 1 and 3 as well as Models 2 and 4 were estimated jointly.
aThe χ2 values are for tests of joint significance of fixed effects.
*p < 0.05; **p < 0.01; ***p < 0.001; †p < 0.1.
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by up to 41.2%. As a robustness check, we also investi-
gated whether alliances involving research along with 
clinical trials and/or commercialization activities are 
more likely to feature authority delegation to the steer-
ing committee (Oxley and Sampson 2004), and we 
found this to be the case (p< 0.001).

Similarly, Hypothesis 2 predicts a positive relation-
ship between the partners’ level of interdependence and 
the likelihood of delegating decision-making authority 
to the steering committee. In support of this prediction, 
we find a positive estimated coefficient for reciprocal in-
terdependence (p� 0.001). Alliances with reciprocal inter-
dependence have a 17.1% higher average probability 
of transferring decision-making authority to the 
steering committee than partners with low (pooled) 
interdependence. As might be expected, sequential 
interdependence in which partners independently per-
form certain activities is not statistically significant in 
our models.

Hypotheses 3 and 4 propose that high stakes and 
costs associated with decision impasses will lead to 
authority reversion. In particular, Hypothesis 3 sug-
gests that the higher the dedicated investments in the 
partnership, the costs of deadlocks will be greater for 
the partners, resulting in a higher likelihood of author-
ity reversion. In line with Hypothesis 3, the results indi-
cate that higher dedicated investments are positively 
related to the probability that final decision-making 
authority rests with one of the partner organizations 
if the committee members cannot reach agreement 
(p� 0.016). A one-standard deviation increase in dedi-
cated investments leads, on average, to a 6.9% increase in 
the probability of authority reversion.

Finally, Hypothesis 4 suggests that high anticipated 
downstream competition will increase the likelihood 
that authority will be reverted from the steering com-
mittee to one of the partners. Consistent with this hy-
pothesis, we find that competitive intensity is positively 
associated with the probability of authority reversion 
(p< 0.001). A one-standard deviation increase in competi-
tive intensity increases the average probability of author-
ity reversion by 10.7%.

Apart from the main results, some of the control vari-
ables also show interesting patterns. For instance, technol-
ogy overlap is positively related to authority delegation 
(p� 0.023). This correlation complements our arguments 
regarding the influence of competitive intensity. Whereas 
competition represents a form of external pressure on the 
alliance, technology overlap is a stimulus for rivalry because 
the partners face heightened concerns regarding involun-
tary knowledge misappropriation and spillover effects 
(Oxley and Sampson 2004). Consequently, the partners 
may wish to exercise more control over alliance-related 
decisions and better monitor the flow of information 
across organizational boundaries. This can be achieved 

by using the steering committee as a joint decision- 
making body.

Moreover, our results indicate that our two proxies 
for alliance scope are positively related to authority re-
version (p� 0.006 and p< 0.001). Prior research has noted 
that alliances with broad scope not only entail higher 
coordination requirements but also, raise concerns about 
knowledge misappropriation and unintended spillovers 
(Reuer et al. 2002, Ryu et al. 2018). Alliance partners 
may respond to such concerns by agreeing on authority 
reversion as a mechanism to retain contingent control 
over critical matters within one organization. In this 
manner, the parties can benefit from the coordinative 
benefits afforded by the steering committee while safe-
guarding bilateral decision-making processes through 
contingent authority reversion. In this regard, authority 
reversion may be seen as a contingent control mecha-
nism in alliances.

We performed two additional analyses to investigate 
the robustness of our main results and to further explore 
the heterogeneity in authority delegation and reversion. 
Because the decisions to form a steering committee, dele-
gate decision-making authority to it, and possibly revert 
authority are contingent on each other, we specified a 
sequential logistic regression to account for the nested 
structure of our data (Buis 2011, Fox 2015). This model 
allows us to test hypotheses across transitions between 
the three decision stages given that the entire model 
is estimated simultaneously. In our case, the model ac-
counts for the fact that the formation of a steering com-
mittee is a necessary precondition for the delegation of 
authority, which in turn, precedes the choice to revert 
authority. Hence, the model yields the contributions of 
each of these three transitions. Another advantage of this 
model is that it accounts for potential selection issues 
related to the formation of a steering committee.

Table 3 presents the results of the sequential logit 
model estimating the probability of forming a steering 
committee and the probability that the steering com-
mittee has decision-making authority on any given 
issue as well as the probability that authority reverts to 
the partners in case of a deadlock. In this type of model, 
Models 1, 3, and 5, which contain the control variables, 
and then the full specifications in Models 2, 4, and 6 are 
estimated jointly. As before, we clustered the standard 
errors at both the contracting dyad level and the part-
ner firm level. We also note that the estimates for the 
sequential logit model are based on a larger sample 
because this model also takes into account the decision 
to form a steering committee in the first place, and con-
sequently, the sample for model estimation also con-
tains alliances that have not incorporated a steering 
committee. The results of the sequential logit regression 
are largely consistent with those of the bivariate probit 
regression shown in Table 2.

Hanisch et al.: Authority Delegation and Reversion in Strategic Alliances 
Organization Science, Articles in Advance, pp. 1–23, © 2023 The Author(s) 13 

D
ow

nl
oa

de
d 

fr
om

 in
fo

rm
s.

or
g 

by
 [

90
.2

46
.2

34
.1

78
] 

on
 1

0 
A

ug
us

t 2
02

3,
 a

t 0
8:

59
 . 

Fo
r 

pe
rs

on
al

 u
se

 o
nl

y,
 a

ll 
ri

gh
ts

 r
es

er
ve

d.
 



In our main analysis, we initially focused on the binary 
choices of whether the steering committee has decision- 
making authority and whether authority can revert to 
the organizational hierarchy contingent on a deadlock 
in the steering committee. We also explored the sensitiv-
ity of our findings with regard to the subject domains 
of authority delegation and reversion. In particular, we 
distinguished three important functional activities that 

are central to the drug development process in the phar-
maceutical industry. The first area relates to research 
activities. This includes the approval of the develop-
ment plan or decisions relating to the prioritization of 
target molecules. The second area, clinical trials, refers 
to the arduous testing and approval process that drugs 
need to undergo before they can be launched in the mar-
ket. Finally, commercialization refers to the production 

Table 3. Sequential Logit Regression Results

Variables

JSC formation Authority delegation Authority reversion

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Research and Clinical Trials Alliance 1.33* 1.65* 3.30**
(0.54) (0.73) (1.17)

Research, Clinical Trials, and Commercialization Alliance 1.09*** 1.06* 2.65***
(0.33) (0.48) (0.80)

Sequential Interdependence 1.35*** 0.47 �0.09
(0.24) (0.33) (0.45)

Reciprocal Interdependence 2.66*** 1.23*** �0.88*
(0.36) (0.30) (0.43)

Dedicated Investments 0.27† 0.17 0.74**
(0.14) (0.16) (0.28)

Competitive Intensity �0.84*** 0.09 0.93***
(0.13) (0.10) (0.15)

Technology Overlap �0.12 �0.16 0.32** 0.26* 0.14 �0.02
(0.12) (0.13) (0.12) (0.13) (0.16) (0.17)

Technological Uncertainty 0.30** 0.31* 0.09 0.03 0.23 0.04
(0.11) (0.14) (0.16) (0.17) (0.19) (0.22)

Knowledge Stock of Client 0.06 0.10 0.14 0.14 0.15 0.17
(0.13) (0.14) (0.13) (0.14) (0.17) (0.17)

Knowledge Stock of Research Unit 0.05 0.10 �0.11 �0.11 �0.31† �0.35†

(0.12) (0.13) (0.15) (0.16) (0.17) (0.19)
Alliance Experience of Client 0.71*** 0.59*** 0.13 0.01 0.17 0.22

(0.14) (0.14) (0.16) (0.17) (0.21) (0.23)
Alliance Experience of Research Unit �0.34** �0.28* �0.11 �0.08 0.06 0.21

(0.11) (0.12) (0.14) (0.15) (0.17) (0.19)
Number of Prior Ties �0.10 �0.12 0.13 0.12 �0.05 0.02

(0.10) (0.13) (0.12) (0.13) (0.23) (0.22)
Partner Asymmetry 0.12 0.05 0.05 0.07 �0.11 �0.06

(0.10) (0.12) (0.14) (0.15) (0.16) (0.17)
Crossborder Alliance 0.74*** 0.89*** �0.31 �0.34 �0.25 �0.51

(0.21) (0.24) (0.23) (0.23) (0.30) (0.32)
Biotech-Biotech Alliance �0.12 �0.10 �0.80 �0.76 0.92 0.56

(0.34) (0.43) (0.61) (0.63) (0.71) (0.76)
Equity Participation �0.09 0.06 0.39 0.31 0.71† 0.70†

(0.29) (0.31) (0.26) (0.27) (0.39) (0.42)
Contract Length 1.73*** 1.27*** 0.56*** 0.35* 0.14 0.12

(0.27) (0.28) (0.17) (0.17) (0.14) (0.18)
Phase fixed effectsa 17.14* 6.664 17.14* 6.664 17.14* 6.664
Therapeutic area fixed effectsa 114.8*** 98.94*** 114.8*** 98.94*** 114.8*** 98.94***
Technology area fixed effectsa 46.66* 39.09† 46.66* 39.09† 46.66* 39.09†

Year fixed effectsa 49.25* 41.10† 49.25* 41.10† 49.25* 41.10†

Log likelihood �1,150 �1,006 �1,150 �1,006 �1,150 �1,006
Wald χ2 269*** 376.6*** 269*** 376.6*** 269*** 376.6***

Notes. n � 1,201. Clustered robust standard errors are in parentheses. Models 1, 3, and 5 as well as Models 2, 4, and 6 were estimated jointly.
aThe χ2 values are for tests of joint significance of fixed effects.
*p < 0.05; **p < 0.01; ***p < 0.001; †p < 0.1.
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and sale of drugs after they have received regulatory 
approval.

To account for this variance in the scope of decision 
making, we built an index ranging from zero to three, 
where zero means that the steering committee has no 
decision-making authority, one means that the steering 
can decide in one area, two refers to two decision-making 

areas, and three means that the steering committee makes 
decisions in all three areas. Similarly, we constructed an 
index from zero to three indicating for how many areas 
authority reverts to the hierarchy. We estimated a condi-
tional mixed process model using two ordered probit 
regressions as link functions. The results are shown in 
Table 4 and corroborate our main analysis; the direction 

Table 4. Ordered Probit Regression Results

Variables

Degree of authority delegation Degree of authority reversion

Model 1 Model 2 Model 3 Model 4

Research and Clinical Trials Alliance 0.64* 0.56
(0.30) (0.36)

Research, Clinical Trials, and Commercialization Alliance 0.48** 0.35†

(0.18) (0.20)
Sequential Interdependence 0.02 �0.04

(0.14) (0.14)
Reciprocal Interdependence 0.41** �0.30*

(0.14) (0.15)
Dedicated Investments 0.03 0.28**

(0.08) (0.09)
Competitive Intensity 0.05 0.22***

(0.05) (0.04)
Technology Overlap 0.22*** 0.20*** 0.05 0.03

(0.05) (0.06) (0.06) (0.06)
Technological Uncertainty 0.03 0.02 0.07 0.03

(0.07) (0.08) (0.07) (0.07)
Knowledge Stock of Client 0.00 �0.00 0.03 0.03

(0.06) (0.06) (0.07) (0.06)
Knowledge Stock of Research Unit �0.09 �0.09 �0.14* �0.16*

(0.06) (0.06) (0.06) (0.07)
Alliance Experience of Client �0.01 �0.05 �0.06 �0.09

(0.07) (0.07) (0.08) (0.09)
Alliance Experience of Research Unit �0.02 �0.01 0.02 0.05

(0.05) (0.06) (0.06) (0.07)
Number of Prior Ties 0.08 0.07 �0.01 0.00

(0.06) (0.06) (0.08) (0.08)
Partner Asymmetry 0.04 0.05 �0.00 0.02

(0.06) (0.06) (0.06) (0.07)
Crossborder Alliance �0.15 �0.16 0.03 �0.02

(0.10) (0.10) (0.11) (0.11)
Biotech-Biotech Alliance �0.23 �0.19 0.26 0.12

(0.29) (0.30) (0.23) (0.23)
Equity Participation 0.22† 0.18 0.27† 0.20

(0.13) (0.13) (0.15) (0.15)
Contract Length 0.24*** 0.19** 0.05 0.05

(0.06) (0.06) (0.06) (0.06)
Phase fixed effectsa 7.371 2.466 7.371 2.466
Therapeutic area fixed effectsa 59.44** 62.49*** 59.44** 62.49***
Technology area fixed effectsa 44.02*** 41.70** 44.02*** 41.70**
Year fixed effectsa 45.95*** 55.02*** 45.95*** 55.02***
Log likelihood �1,350 �1,313 �1,350 �1,313
Wald χ2 463.8*** 802.1*** 463.8*** 802.1***

Notes. n � 632. Clustered robust standard errors are in parentheses. Models 1 and 3 as well as Models 2 and 4 were estimated jointly.
aThe χ2 values are for tests of joint significance of fixed effects.
*p < 0.05; **p < 0.01; ***p < 0.001; †p < 0.1.
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and significance for the coefficients of the main vari-
ables are in line with the bivariate probit estimation 
results in Table 2 and show the same or stronger statisti-
cal significance.

For a more differentiated examination of the delega-
tion and reversion of authority in alliances, we estimated 
disaggregate models that permit investigation of the 
locus of delegated authority for the three main func-
tional areas (e.g., research, clinical trials, commercializa-
tion) using separate sequential logit models. For each 
nested model, the two dependent variables take the 
value of one if authority for a given functional area is 
delegated or reverted and zero otherwise. The estima-
tion results appear in Table 5 and are generally consis-
tent with our main analysis for research activities and 
clinical trials. However, we find that for commercializa-
tion activities, our proxies for alliance scope and dedi-
cated investments yield insignificant results. A plausible 
explanation for these findings is that the coordination and 
control considerations we have highlighted for upstream 
activities become less salient for downstream activities 
when the uncertainties related to drug development are 
mostly resolved and the parties can rely on more stan-
dardized and highly regulated processes to commercial-
ize the product (Dunlap-Hinkler et al. 2010).

A potential threat to the validity of our arguments 
relates to omitted variable bias. Despite our extensive 
control structure, there could be unobserved factors 
that simultaneously drive our independent and depen-
dent variables. To test whether an omitted variable, if 
included in the regression, would overturn our results, 
we followed previous studies and estimated the degree 
to which an omitted variable would need to correlate 
with our main independent and dependent variables to 
invalidate the inferences in the foregoing discussion 
(Frank 2000, Gamache et al. 2019). To implement this 
so-called impact threshold of confounding variables 
(ITCV) test, we used two probit regressions, one for 
each dependent variable, and otherwise, implemented 
the model shown in Table 2. According to the results, 
an omitted variable would have to be correlated at 
0.392 or higher with authority delegation and the alliance 
scope variable research and clinical trials alliance to invali-
date our inference using a 5% significance threshold. 
Similarly, an omitted variable would have to show a 
correlation of 0.351 or higher with reciprocal interdepen-
dence and authority delegation to overturn our results. 
Because the highest correlation among our control vari-
ables related to authority delegation is 0.16 (contract 
length), it seems unlikely that an unobserved variable 
would change our results to such an extent that our 
conclusions with regard to the main effects of alliance 
scope and interdependence would become invalid. 
However, our second proxy for alliance scope, research 
and clinical trials and commercialization alliance, shows 
less stability, and an omitted variable would only need 

to exhibit a correlation of 0.181 to invalidate our infer-
ence relative to the omitted category of pure research 
agreements.

Turning to authority reversion, the ITCV test indi-
cates that an omitted variable would have to correlate 
at 0.204 with authority reversion and dedicated investments 
to invalidate the inference. With regard to competitive 
intensity, the correlation would have to be at 0.535. The 
highest observed correlation among the control vari-
ables is contract length, which has a correlation of 0.09 
with authority reversion and correlations of 0.26 and 
0.06 with dedicated investments and competitive intensity, 
respectively. These findings provide additional confi-
dence that the results presented are not spurious.

Discussion
In this paper, we aimed to unpack some of the sophis-
ticated administrative control instruments firms use in 
alliances. More specifically, we sought to understand 
the conditions that determine when alliance partners 
delegate decision-making authority to administrative 
interfaces and the conditions that shape when decision- 
making authority is reverted back to one of the partner 
firms. Previous literature has shown that administrative 
interfaces in the form of steering committees are con-
tractually designed to enhance coordinated adaptation 
(e.g., Reuer and Devarakonda 2016, Devarakonda and 
Reuer 2018). However, steering committees can be im-
peded by deadlocks because of divergent views of part-
ners, thus impairing the efficient execution of alliances. 
Such divergence arises naturally in organizational deci-
sion making, but conventional organizations have a 
built-in remedy in the form of escalation to the top of the 
organization where formal authority resides and fiat is 
exercised (Baker et al. 1999). By contrast, administrative 
interfaces in alliances owe their provenance to the con-
tract and are instruments of the contract. Accordingly, it 
is essential that the contract design also contemplates 
the escalation mechanisms that redirect authority away 
from the steering committee when required, thus pro-
viding a self-contained remedy (Williamson 1991). Doing 
so can help parties avert disagreements that stall collabo-
rative activities and potentially mutate into full-blown 
conflicts that require costly third-party intervention.

Just as authority delegation to administrative interfaces 
is a carefully crafted governance mechanism, so too is au-
thority reversion with its unique trade-offs. Drawing 
on organizational economics, we suggested that the net 
benefit calculation turns on two opposing considerations; 
although reversion provisions may lower disagreement 
costs, they may result in the loss of initiative for the steer-
ing committee to sustain the alliance along an efficient 
path. An indiscriminate inclusion of reversion provisions 
can upset this balance and render the steering committee 
ineffective in fulfilling its coordinated adaptation function. 
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The conditions that tilt the net benefits in favor of rever-
sion derive from features of steering committees that 
inherently limit them (i.e., they are consensus-driven bod-
ies with limited information processing capacity). These 
features of steering committees serve them well when 
decisions are localized to the alliance context but also con-
strain committees when broader risks and costs from deci-
sion impasses are involved. To the extent that the alliance 
setting demands balancing localized bilateral coordination 
needs along with firm-wide ramifications of decisions, 
authority reversion is indicated.

We built on this underlying tension shaping adminis-
trative controls and the structural interfaces supporting 
alliances to understand the mechanisms underlying au-
thority delegation and reversion. Our empirical results 
support the core idea that authority delegation and rever-
sion are driven by two considerations. On the one hand, 
we find that alliance partners tend to delegate decision- 
making authority to the steering committee when coordi-
nation considerations become more important. On the 
other hand, our results also show that partners are more 
inclined to allow for the reversion of authority when deci-
sion externalities raise the stakes and stalemates become 
costly.

This paper joins recent advances in alliance research, 
which have highlighted the benefits of dedicated adminis-
trative structures in facilitating coordinated adaptation in 
strategic alliances (Reuer and Devarakonda 2016, Devara-
konda and Reuer 2018). We build upon and extend this 
line of research by drawing attention to the fact that steer-
ing committees can come at the cost of potentially lengthy 
decision making and the risk of deadlock, as the steering 
committee operates outside the established unified chains 
of command of the partner organizations. As a result, 
alliance partners are challenged to provide a means of 
overcoming impasses that could potentially jeopardize 
the adaptation benefits offered by steering committees. 
Our findings suggest that the ability to withdraw and 
shift decision-making authority in certain situations can 
be one such mechanism. As such, we highlight contractu-
ally specified authority reversion as a mechanism to sim-
ulate hierarchical fiat in a hybrid form of governance, 
where fiat is otherwise absent. In addition, our study 
also differentiates and explains the heterogeneous nature 
of steering committees, which could form the basis for 
more nuanced perspectives on administrative controls 
that can be integrated into contractual alliances as well as 
on the consequences of alliance governance (Hoetker 
and Mellewigt 2009, Devarakonda and Reuer 2018). Alli-
ance research has long suggested that governance in the 
case of nonequity alliances is largely a matter of devising 
appropriate incentives, where administrative controls 
become available in the case of equity alliances, such as 
joint ventures that feature separate organizations with 
dedicated boards of directors (e.g., Oxley 1997). Our the-
ory and evidence on the benefits, and limits, of authority Ta

bl
e 

5.
 (

C
on

tin
ue

d)

V
ar

ia
bl

es

Re
se

ar
ch

C
lin

ic
al

 tr
ia

ls
C

om
m

er
ci

al
iz

at
io

n

JS
C

 
fo

rm
at

io
n

A
ut

ho
rit

y 
de

le
ga

tio
n

A
ut

ho
rit

y 
re

ve
rs

io
n

JS
C

 
fo

rm
at

io
n

A
ut

ho
rit

y 
de

le
ga

tio
n

A
ut

ho
rit

y 
re

ve
rs

io
n

JS
C

 
fo

rm
at

io
n

A
ut

ho
rit

y 
de

le
ga

tio
n

A
ut

ho
rit

y 
re

ve
rs

io
n

M
od

el
 

1
M

od
el

 
2

M
od

el
 

3
M

od
el

 
4

M
od

el
 

5
M

od
el

 
6

M
od

el
 

7
M

od
el

 
8

M
od

el
 

9
M

od
el

 
10

M
od

el
 

11
M

od
el

 
12

M
od

el
 

13
M

od
el

 
14

M
od

el
 

15
M

od
el

 
16

M
od

el
 

17
M

od
el

 
18

Ph
as

e 
fix

ed
 e

ffe
ct

sa
20

.3
5*

8.
86

5
20

.3
5*

8.
86

5
20

.3
5*

8.
86

5
21

.5
4*

10
.2

8
21

.5
4*

10
.2

8
21

.5
4*

10
.2

8
19

.7
1*

13
.6

0
19

.7
1*

13
.6

0
19

.7
1*

13
.6

0
Th

er
ap

eu
tic

 a
re

a 
fix

ed
 e

ffe
ct

sa
14

9.
5*

**
13

6.
2*

**
14

9.
5*

**
13

6.
2*

**
14

9.
5*

**
13

6.
2*

**
12

6.
2*

**
13

0.
1*

**
12

6.
2*

**
13

0.
1*

**
12

6.
2*

**
13

0.
1*

**
18

0.
2*

**
22

8.
5*

**
18

0.
2*

**
22

8.
5*

**
18

0.
2*

**
22

8.
5*

**
Te

ch
no

lo
gy

 a
re

a 
fix

ed
 e

ffe
ct

sa
66

.6
5*

**
55

.7
8*

**
66

.6
5*

**
55

.7
8*

**
66

.6
5*

**
55

.7
8*

**
65

.4
0*

**
64

.8
6*

**
65

.4
0*

**
64

.8
6*

**
65

.4
0*

**
64

.8
6*

**
41

.9
9*

47
.4

6*
*

41
.9

9*
47

.4
6*

*
41

.9
9*

47
.4

6*
*

Ye
ar

 fi
xe

d 
ef

fe
ct

sa
57

.1
5*

*
52

.8
2*

*
57

.1
5*

*
52

.8
2*

*
57

.1
5*

*
52

.8
2*

*
84

.4
9*

**
68

.0
2*

**
84

.4
9*

**
68

.0
2*

**
84

.4
9*

**
68

.0
2*

**
58

.3
1*

*
79

.4
6*

**
58

.3
1*

*
79

.4
6*

**
58

.3
1*

*
79

.4
6*

**
Lo

g 
lik

el
ih

oo
d

�
1,

12
1
�

99
5
�

1,
12

1
�

99
5
�

1,
12

1
�

99
5
�

98
4.

7
�

86
6.

8
�

98
4.

7
�

86
6.

8
�

98
4.

7
�

86
6.

8
�

92
4.

9
�

79
3.

7
�

92
4.

9
�

79
3.

7
�

92
4.

9
�

79
3.

7
W

al
d 
χ

2
27

0.
5*

**
37

7.
3*

**
27

0.
5*

**
37

7.
3*

**
27

0.
5*

**
37

7.
3*

**
26

7.
4*

**
36

9.
7*

**
26

7.
4*

**
36

9.
7*

**
26

7.
4*

**
36

9.
7*

**
26

3*
**

36
9*

**
26

3*
**

36
9*

**
26

3*
**

36
9*

**

N
ot

es
. 

n 
�

1,
20

1.
 C

lu
st

er
ed

 ro
bu

st
 s

ta
nd

ar
d 

er
ro

rs
 a

re
 in

 p
ar

en
th

es
es

. T
he

 re
sp

ec
tiv

e 
M

od
el

s 
1,

 3
, a

nd
 5

; 2
, 4

, a
nd

 6
; 7

, 9
, a

nd
 1

1;
 8

, 1
0,

 a
nd

 1
2;

 1
3,

 1
5,

 a
nd

 1
7;

 a
nd

 1
4,

 1
6,

 a
nd

 1
8 

w
er

e 
es

tim
at

ed
 

jo
in

tly
.

a Th
e 
χ

2 
va

lu
es

 a
re

 fo
r t

es
ts

 o
f j

oi
nt

 si
gn

ifi
ca

nc
e 

of
 fi

xe
d 

ef
fe

ct
s.

*p
 <

0.
05

; *
*p

 <
0.

01
; *

**
p 
<

0.
00

1;
 † p 
<

0.
1.

Hanisch et al.: Authority Delegation and Reversion in Strategic Alliances 
18 Organization Science, Articles in Advance, pp. 1–23, © 2023 The Author(s) 

D
ow

nl
oa

de
d 

fr
om

 in
fo

rm
s.

or
g 

by
 [

90
.2

46
.2

34
.1

78
] 

on
 1

0 
A

ug
us

t 2
02

3,
 a

t 0
8:

59
 . 

Fo
r 

pe
rs

on
al

 u
se

 o
nl

y,
 a

ll 
ri

gh
ts

 r
es

er
ve

d.
 



delegation to administrative structural interfaces in alli-
ances highlight the sophisticated instruments of admin-
istrative control that are available to partners forging 
nonequity alliances.

Our findings, therefore, emphasize the complexity 
as well as richness of formal governance supports 
upon which collaborators rely, and we emphasize that 
they can creatively and effectively draw upon different 
auxiliary legal regimes and institutions. For instance, 
in alliances as hybrid organizational forms, not only 
can partners resort to third-party adjudication by arbi-
tration (from the neoclassical contract law tradition), 
they can also rely on formal contractual provisions and 
the shadow of litigation (from the classical contract 
law tradition) as well as institute internal dispute reso-
lution machinery and the contingent use of fiat (from 
the forbearance tradition) that is more commonly associ-
ated with organizational hierarchies (Williamson 1991). 
We therefore submit that firms are not limited to the 
governance solutions commonly associated with the dis-
crete governance structures arrayed along the markets- 
hierarchies continuum. Rather, they can pick and mix 
from a varied array of governance regimes, and there is 
substantial scope for bespoke arrangements to enhance 
the adaptive capacity of alliances. We delved into one 
mechanism but consider it as a promising avenue for 
future research to examine other ways that alliance part-
ners might address unanticipated contingencies, incipient 
disputes, and coordination challenges, whether through 
contingency planning or the development of other pro-
cesses and procedures (Palay 1984, Mayer and Argyres 
2004, Argyres et al. 2007). For example, it would be inter-
esting to examine the contractual delegation of authority, 
and the potential for authority reversion, alongside other 
means of dealing with disputes, whether termination 
rights (e.g., Lerner and Malmendier 2010, Weber et al. 
2011) or resorting to intervention by third parties, such as 
arbitral tribunals or the court system (e.g., Bonn 1972, 
Lumineau and Oxley 2012). Such work could also investi-
gate how firms learn to craft and execute complex formal 
agreements involving these governance mechanisms and 
determine the extent to which firms are able to push out 
the adaptation limits of alliances as hybrid organizational 
forms (Ryall and Sampson 2009, Vanneste and Puranam 
2010).

We see the current paper as an essential step in our 
understanding of how authority instruments can be 
crafted in forms of governance outside the conventional 
hierarchy of the firm (Sengul et al. 2012, Dobrajska et al. 
2015). Given the interest in examining decision rights in 
a broad range of other types of economic exchanges, 
such as franchising (Arruñada et al. 2001), joint ventures 
(Groot and Merchant 2000, Johnson et al. 2002), and ven-
ture capital (Kaplan and Strömberg 2003), it would be 
valuable to investigate the locus of delegated authority 
in these and other interorganizational relationships. For 

instance, veto rights are negotiated in joint ventures 
(Hewitt 2005, Shishido et al. 2015, Singleton 2017), where 
expectations for consensus tend to be lower given that 
unequal representation on boards is common and part-
ners have residual control rights. Although some research 
has looked at coordination and control mechanisms in 
joint ventures (Mjoen and Tallman 1997, Kumar and Seth 
1998, Reuer et al. 2014), the question of authority delega-
tion and reversion seems intriguing in the context of joint 
ventures where board and equity structures provide 
an additional layer of administrative control, and firms 
may still opt for steering committees and other structures 
to achieve coordination benefits. Studying the interde-
pendencies between equity stakes, boards, and steering 
committees might reveal new insights into the structural 
features of these collaborative arrangements as well as 
the substitutive and/or complementary nature of differ-
ent governance mechanisms. More broadly, this suggests 
an opportunity to advance understanding and theory 
about authority in various interorganizational settings 
other than the specific context of our research.

Future research could build upon this study in many 
fruitful ways, and we close by highlighting several attrac-
tive possibilities. In this paper, we focus on the specific 
context of the biopharmaceutical industry, which is char-
acterized by a high intensity of collaboration between 
actors along the pharmaceutical value chain. However, 
the increasing frequency of collaboration along the value 
chain is not unique to the biopharmaceutical industry 
but can also be observed in many other industries, such 
as software and automotive. The trade-offs we examine 
are grounded in the real costs and the opportunity costs 
firms face when developing and taking new technolo-
gies to market. These trade-offs are not unique to the 
biotechnology industry but are present in several sectors 
(e.g., semiconductors, information technology, etc.) where 
product and process development concerns vie with 
time-to-market concerns (e.g., Macher 2006). Although 
we believe our findings are generalizable beyond the 
biopharmaceutical context, we consider it worthwhile 
to explore other industry contexts, such as information 
technology, where coordination concerns and pressures 
to make timely decisions may be different (Elfenbein 
and Lerner 2003) to gain a more nuanced view on poten-
tial boundary conditions on the determinants of contrac-
tual delegation and reversion of authority. In particular, 
industries with high “clock speed” (Nadkarni and Nar-
ayanan 2007), such as semiconductors, may be under 
increased pressure to adapt in the face of rapid innova-
tion and therefore, opt for authority reversion by default. 
Therefore, it would be interesting to examine competitive 
dynamics in a crossindustry setting that exhibits more 
variance and likely more diverse governance choices.

Moreover, we focus on the case of dyadic relationships. 
Yet, the problems of joint decision making and potential 
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deadlocks are exacerbated in multipartner settings, which 
might require more sophisticated forms of administrative 
control structures to deal with the lack of fiat inherent to 
nonequity relationships (Li et al. 2012). Considerations 
surrounding the appropriate bilateral and trilateral dis-
pute resolution mechanisms can also magnify in inter-
national contexts (Pinkham and Peng 2017), so future 
research that devotes attention to the institutional con-
texts of collaboration would be worthwhile as well. 
This line of research could also be linked to the emerg-
ing literature on ecosystem governance (Jacobides et al. 
2018) and network-level digital governance (Goldsby 
and Hanisch 2022, Hanisch et al. 2023) to examine 
how incumbents orchestrate governance across a large 
number of partner firms and how these governance 
structures are interconnected and linked to cope with 
the complementary, systemic nature of technology 
developments. Understanding where firms locate decision- 
making authority in interfirm networks could not only 
advance governance theory but also contribute to a 
better understanding of the theory of the firm more 
generally.

Extending the ideas in this paper, future research 
could delve into the implications of the locus of dele-
gated authority in alliances whether for innovation or 
other performance outcomes (e.g., Hoetker and Melle-
wigt 2009, Hoang and Rothaermel 2010) or for more 
proximate outcomes, such as trust and the continuity of 
relationships (e.g., Faems et al. 2008). Such work could 
investigate not only whether certain authority structures 
enhance the coordinated adaptation of alliances but also, 
whether and when they are subject to certain inefficien-
cies compared with fiat and hierarchical governance or 
other means of resolving disputes through third-party 
intervention. For example, we would expect that steer-
ing committees with more extensive authority would 
positively influence joint R&D outcomes in general but 
perhaps at the cost of slower decision-making processes 
in the event that disturbances arise. Along related lines, 
given that we have examined the degree to which au-
thority is contractually delegated to steering committees 
and the contingent reversion of authority is granted in 
contracts, it would be valuable to conduct fieldwork on 
alliance implementation in order to be able to examine 
the actual decision making by steering committees, the 
roles of particular members, the degree to which dead-
lock occurs, whether authority is actually reverted to 
partners in particular decision domains, and whether 
any incentive consequences of the potential for reversion 
shape cooperation in alliances. Research in directions 
such as these could contribute new insights on the rich 
array of governance mechanisms firms might use to sup-
port their technology partnerships and alliances more 
generally.
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Endnotes
1 For consistency with our theoretical foundation of transaction cost 
theory, we studied only the choice between authority reversion and 
trilateral dispute resolution but did not consider the assignment of 
final decision-making rights to one partner versus another. In inter-
views with practitioners leading up to the study, we were told that 
final decision-making authority typically rests with the more techni-
cally competent or experienced partner. In our sample, in 67.3% of 
the cases, authority reverts to the client firm. That allocation may 
also depend on the nature of the activity. For example, in research 
activities, it is common for the research unit to have the final say, 
whereas in commercialization activities, it is the client firm. The 
partner-specific allocation of authority reversion could be an interest-
ing opportunity for future research. For instance, the property rights 
approach (e.g., Grossman and Hart 1986, Hart and Moore 1990, Elfen-
bein and Lerner 2012, Haeussler and Higgins 2014) could highlight 
new considerations that shape decision rights allocations, such as 
differential marginal productivities in various alliance activities.
2 Alternatively, we also considered a continuous measure of alliance 
scope by summing the binary indicators for each activity covered by the 
alliances (i.e., research+ clinical trials+ commercialization). Although 
this measure increases the variance of the variable and combines the 
binary indicators into a single measure, it also implicitly assumes that 
each activity contributes equally to the alliance scope. Because some 
activities may have a greater impact on scope than others (i.e., they are 
not equidistant), we decided to use the binary indicators in the main 
results.
3 We identified technology classes through the data provided by Bio-
Science Advisors and complemented missing data after consulting 
industry experts, who helped us refine the original classification from 
BioScience Advisors. The 13 categories are as follows: activators/ 
inhibitors, antimicrobial, chemotherapy, devices, diagnosis/targeting, 
genes, stem cell therapy, hormones, immunotherapy, implantation, 
topical agents, vaccines, and vectors. Similar to the identification of 
technology classes, we obtained the following 20 therapeutic classes: 
cardiovascular conditions, dermatological conditions, digestive dis-
eases, endocrinological disorders, eye conditions, genetic disorders, 
genitourinary disorders, immunological disorders, infectious-bacterial 
diseases, infectious-fungal diseases, infectious-viral diseases, inflam-
matory response, mental and behavioral disorders, metabolic disor-
ders, musculoskeletal disorders, neoplasms, neurological disorders, 
nutritional diseases, pain, and respiratory conditions.
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