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Abstract

This paper examines how the U.S. firm’s involvement in strategic alliance interacts
with its endogenous choice of production networks. The results reveal that the alliance
firm is more likely to actively create and break supply chains, especially with customers
or suppliers from the industries within the alliance-related industrial scope. Moreover,
such interactions are stronger when the updated customers and suppliers have a closer
proximity to the alliance-related industries. To rationalize these stylized findings, I
developed a model featured with the firm’s endogenous searching of supplier candidates
and endogenous input sourcing strategy. Additionally, strategic alliance is introduced
as a mitigation of the friction in the candidate searching. The model implies that the
strategic alliance could encourage the firm’s searching of supplier candidates, and boost

the adding and dropping of production networks simultaneously.
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