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1. Introduction: What do we know about
international joint ventures?

INTRODUCTION

The proliferation of inter-firm collaboration has been well documented (e.g.
Hergert and Morris, 1988; Hagedoorn, 1996; Gomes-Casseres, 1996; Beamish
and Delios, 1997a; Glaister and Buckley, 1994; Glaister et al. 1998), with
alliance activity now a crucial part of the strategy of many firms (Harrigan,
1985, 1988a; Bleeke and Ernst 1993a,b). Competitive advantage increasingly
depends not only on a company’s internal capabilities but also on the types of
alliances and the scope of its relationships with other companies (Parkhe,
1991). These trends signal the need to understand the nature of inter-firm
collaborative activity, not least because it has a profound effect on the practis-
ing managers (Buckley and Young, 1993: 215).

The focus of this book is a subset of strategic alliance activity – that of
international equity joint ventures (JVs). These involve two or more legally
distinct organizations (the parents), each of which invests in the venture (the
child) and actively participates in the decision-making activities of the jointly
owned entity. A JV is considered to be international if at least one partner has
its headquarters outside the venture’s country of operation or if the JV has a
significant level of operation in more than one country.

International joint ventures (IJVs) have been described as ‘a logical and
timely response to intense and rapid changes in economic activity, technology,
and globalisation’ (Doz and Hamel, 1998: xiv). Doz and Hamel argue that
globalization has opened the ‘race for the world’ as firms enter once-closed
markets and pursue untapped opportunities. At the same time the ‘race for the
future’ compels firms to discover new market opportunities, new solutions for
customers, and new answers to poorly met needs. Moreover, few firms can
now create and deliver products and services on their own, let alone control
leading-edge technologies: technologies are seldom controlled by single firms;
significant technological development depends on collaborative activity.

IJVs do not occur by chance; rather they are the outcome of a company
decision, hence certain goals and motives must be present to justify creating
an IJV. It cannot be assumed that IJVs are always prompted by a single aim,
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however, they are more likely to be the result of a number of different motives.
Furthermore, the expectations and goals that led to the creation of the IJV
constitute the rational measures for evaluating the success or failure of the IJV
(Buchel et al., 1998: 15–16).

The major dimensions of JV investigation identified in the prior literature
(summarized by Parkhe, 1993) are: motives for JV formation, partner selec-
tion, management control and JV performance. These four research dimen-
sions are adopted as the core elements of this study. While these four
dimensions constitute discrete aspects of JV activity they also represent a set
of integrated relationships. The empirical research reported in this book
considers each of the discrete dimensions and also investigates a set of inter-
relationships among these dimensions.

There is a vast amount of literature on joint ventures and alliances, although
this literature has been criticized for being non-cumulative and unsynthesized
(Parkhe, 1993). In the following sections we set out the context for the rest of
the book by examining the core dimensions of IJVs. We then set out the
domain of the study.

WHAT DO WE KNOW ABOUT INTERNATIONAL JOINT
VENTURES?

The first point to note is that IJVs are simply one business arrangement among
many. The choice of an IJV is made against the competing alternatives of
licensing arrangements, mergers, wholly owned subsidiaries, foreign direct
investment and looser ‘non equity’ collaborations (Buckley and Casson,
1998a). Consequently, it is essential to remember that the normal issues of
business practice apply to IJVs as to all forms of business institutions and
practices. The following section makes this point in detail. Thereafter, we
examine the unique or unusual issues involved in IJVs and the extent to which
special explanations are required for their existence. We then produce a matrix
of ‘issues by explanation’. This matrix is capable of further refinement as we
shall see.

IJVs AS BUSINESS PRACTICE AND BUSINESS
INSTITUTIONS

This section seeks to show that many of the features of IJVs are amenable to
standard analysis using regular business theories and approaches – econ-
omics, finance and organization theory. Standard techniques of analysis are
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as applicable to IJVs as to other business arrangements. Intrinsic to this argu-
ment is the view that standard microeconomic analysis is relevant to IJVs. It
can be shown that the search for economies of scale and market power provide
the underpinning for the suggestion that IJVs provide increasing returns to
scale analogous to any business expansion programme. In addition IJVs are a
powerful technique for reducing transaction costs in situations where there are
barriers to other forms of expansion (such as mergers) (Buckley and Casson,
1998a). The Resource Based Theory of the firm is also relevant and many
attempts have been made to integrate this approach with transactions cost
economics.

The rules of finance also apply to IJVs. IJVs are sought, just like other real
options, because the risk/return trade-off is thought to be favourable. Here, as
elsewhere, the flexibility of IJVs allows them to be converted either to a fully
owned investment or liquidated (by sale to the partner, perhaps) (Buckley and
Casson, 1998b). Valuation problems arise in IJVs, both as a partner selection
issue, as a management problem and as an issue in liquidation, sale or conver-
sion to a wholly owned operation.

Organization theory, too, has an important bearing on IJVs. The role of
learning is critical in many IJVs (Gomes-Casseres, 1996) and life-cycle
concepts are useful in many situations.

In terms of the techniques needed to analyse IJVs, in addition to those
deriving from economics, finance and organization theory, it will be particu-
larly appropriate to examine game theory and agency theory. Game theory
lends itself to IJVs because of the crucial notion that IJVs involve at least two
players – the parents – with possibly a third player if the IJV can be consid-
ered an independent player. Agency theory is relevant because of the remote-
ness of the decision-makers (the managers of the IJV) from the owners (the
parents).

It is therefore essential that, before considering the ‘special issues’ involved
in IJVs and the need for unique theories, techniques and explanations, we
delimit the area of ‘specialness’ by utilizing extant methods of analysis. These
are summarized in Table 1.1.

SPECIAL ISSUES IN IJVs

IJVs involve managing across the borders of the unitary firm. They therefore
raise a number of special issues, in particular motives for formation, partner
selection, management, control and performance.

The question of motives for establishing IJVs requires special attention
insofar as the choice of form of joint venture can be contrasted with other
means of achieving corporate objectives. IJVs thus can be analysed by
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reference to the alternatives forgone – takeover, greenfield (wholly owned
venture), licensing. Each of these forms will have advantages and disadvan-
tages as compared to IJVs and these need to be carefully clarified and quanti-
fied. Essentially, these forms are horizontal, market access alternatives.
Similar analyses can be performed for vertical IJVs. Other motives may need
more extensive analysis.

The choice of partneris clearly a major issue in IJVs. Partner selection will
be a key factor determining the success (performance) of the IJV. This is anal-
ogous to, but not congruent with, a takeover. In a takeover, complementarities
may be vital, but a takeover may be effected in order to close down or remove
the victim. The key issue in takeovers is valuation, in IJVs it is negotiation. In
a takeover, management becomes unitary (hierarchical) whereas in an IJV, it
is perforce co-operative.

This leads to the view that managementis (or needs to be) different from
that in the unitary firm. IJVs are to some degree exceptional in the context of
a stereotyped hierarchically organized firm. Directives from top-down are
clearly not a viable way of managing beyond the firm’s boundaries, and some
modification of management practice and style are necessary.

This is closely related to the notions around ‘control’ in the IJV. Work has
focused on the extentof control, the mechanismsby which it has been exer-
cised and the focus of such control. It may be suggested that control of an IJV
is more difficult than in a normal ownership situation and thus the decisions of
the IJV are to some extent outside the determination of the (any) parent. Thus
the parent has to design mechanisms into the structure and management of the
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Table 1.1 Relevance of received theory

Economics Economies of scale and scope
Increasing/consolidating market
power
Increasing returns

TCE (Transaction Cost Economics) Reducing transaction costs
(versus agency costs)

Resource Based Theory of the firm Accessing competencies
Finance Return

Risk
Valuation
IJVs as real options

Organization theory Learning
Reduce resource dependence
Life cycle models



IJV and, maybe, has to focus its control on a subset of these decisions. The
subset chosen will reveal a great deal about the objectives and strategic direc-
tion that the parent wishes to achieve. There may, too, be a trade-off between
extent of control and the degree of risk assumed by the parent.

Finally, the performanceof IJVs may be difficult to evaluate. If the motive
for establishment differs from straight profit – maximization, then perhaps the
IJV should be judged against these objectives rather than a calculus of profits.
Moreover, it may well be difficult to evaluate the profitability of an IJV in that
it is not a free-standing entity and indivisibilities exist between its profits and
those of its parents. The termination of an IJV may not be an indicator of fail-
ure – indeed it may connote success in that the objectives set for it have been
achieved. If IJVs are judged as ‘real options’ (Buckley and Casson, 1998b;
Kogut, 1991), then the taking up of the option by internalization may be
entirely congruent with the parent’s initial goals. IJVs, paradoxically, may be
most successful when they are relatively short-lived! Given this, how can
performance, at a given point of time, be meaningfully measured? Again,
perhaps the only true measure is against an alternative business form. Table
1.2 examines special theories of IJVs correlating ‘issues’ with ‘concepts’.

Table 1.2 can be collapsed into a more comprehensible two-by-two matrix
examining the twin issues of entry and management and the two conceptual
structures of ‘international business’ and ‘international management’, as
shown in Table 1.3. International business is the set of concepts from trans-
action cost economics (Williamson, 1975, 1985) and internalization theory
(Buckley and Casson, 1976; 1998a; 1998b). International management is the
applied area of resource based theories of the firm (Grant, 1996). This simple
division highlights the differences between the two most important explana-
tory approaches to IJVs.1

It will be noted that this is set up as a process in fixed stages and in a defi-
nite time sequence – motives, choice of partner/partnering, management,
control (operation), performance (outcome). This framework can be a strait-
jacket for analysis. It has some similarities with the ‘Uppsala’ analysis of
‘stages of international involvement’ which was mistakenly taken by some as
a determinate process. And here we go back to an old issue, that of models
versus frameworks (Buckley, 1996). The analytic modelling of joint ventures
and alliances focuses on isolation of a few key variables, particularly environ-
mental variables, and predicting from the model the way in which the firm will
behave (Buckley and Casson, 1996). This contrasts with the approach based
on synthesis (for example Parkhe, 1993) which leaves the assumptions
implicit and derives propositions from an extensive literature review.

The comparative perspective is particularly important in respect of JVs. In
answering questions on why firms choose JVs or how successful they have
been, it is essential to compare JVs with other institutional arrangements. In
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Table 1.2 Special theories of IJVs

Concepts

Issues Internalization TCE Resource based Strategic Organization
theory of firm management theory

1. Motives i. Benefits of Opportunism Leverage Internal Speed to market Reduce
internalizing Bounded resources Risk reduction resource
intermediate goods rationality (capabilities) Scale economics dependency
ii. Indivisibilities Small numbers
iii. Barriers to merger. Asset specificity

2. Partnering – Potential benefits Partner choice Compatible Compatibility of Key is reduction
choice of partner of internalization and mitigates effects management goals of dependency

indivisibilities of (i) above possession of (trade-off with
complementary Task related management
capabilities complementarity problems)

3. Management Co-operation: Trust as TC Transmit and Similar goals Network
Mutual forbearance reducing element receive capabilities management
Commitment
Trust

4. Control – Comparative Trade off control Choose Strategic dissonance Variety of
Bases perspective versus market optimum means between partners means of 
Extent elements of accessing control power
Focus resources structure
Mechanisms
5. Performance ‘Flexibility’ necessarily Inherently Access to resource Strategic choice
duration limited unstable? is key changes over time

Lasts so long as
effective means of
access



practice, this introduces difficulties, because JVs are an intermediate state,
between wholly owned subsidiaries and looser market based arrangements
like licensing. Analytical techniques are much better at examining extreme
solutions or outliers, rather than intermediate, moderate, middling out-
comes.

There is a further, related problem in the analysis of IJVs and alliances
which directly relates to issues of time, and that is longevity. This is not new.
Alfred Marshall himself said ‘For the element of time, which is the centre of
the chief difficulty of almost every economic problem’ (preface to first edition
of Principles of Economics1890 (p. vii in 8th edition 1930)). As mentioned
above, the most successful joint ventures and alliances may be the most short-
lived. Flexibility in strategy may require rapid and frequent moves into and out
of a series of joint ventures.

A successful analysis of JVs must not then fall victim to the tyranny of
time. But we must acknowledge that time is a crucial element in the approach
to JVs. Should we then split up the above process into separate pieces? Or is
there a more subtle way of encompassing the time dimension?

There are techniques to compress time – notions of sunk costs, stocks rather
than flows, discounting future benefits and real options are all attempts to
capture the shadow of the future. Perhaps it is dissatisfaction with these tech-
niques which leads management theorists to despair of ‘models’ and turn to
‘frameworks’?

A related difficulty is that of ‘learning’. This needs to be encompassed both
within a single joint venture and acrossmultiple joint ventures (leading to the
notion of ‘joint venture sophisticated firms’). Feedback mechanisms may,
again, be regarded as an inadequate response to learning, but if we can more
carefully specify what precisely the learning is about, then maybe progress can
be made (Casson, 1994).

Perhaps time-dependent processes require new forms of analysis, such as
notions of irreversibility and path dependence which need to be fully inte-
grated into JV theory.

Introduction 7
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International business International management

Entry Benefits of internalizing Complementarity of
intermediate goods versus capabilities and compatibility
barriers to merger of goals

Operation Reduce co-ordination costs Transmit and receive
and through increasing trust capabilities
management and growth in commitment



A further philosophical issue arises in assessing joint ventures, which is not
unique to them. This is the appropriateness of a ‘Platonic’ method versus an
‘Aristotelian’ method. Platonists prefer to compare situations and institutions
with the (Platonic) ideal. An example of this is the standard of ‘perfect compe-
tition’ in economics. Aristotelians prefer a concrete comparison. This is raised
in Williamson’s (1996) idea of ‘remediableness’. A situation is ‘remediable’ in
the following terms: ‘Within the feasible subset, the relevant test [for remedi-
ableness] is whether (1) an alternative can be described that (2) can be imple-
mented with (3) expected net gains.’ (Williamson 1996: 210).

This has strong parallels with Hirschman’s (1970) notion of repairable
lapses of economic actors. We should beware of comparing JVs with a
Platonic ideal, unless we use this criterion everywhere. There is at least a
suggestion in the literature that IJVs are often compared against an ideal insti-
tutional alternative rather than applying the remediableness criterion.

CONCEPTUAL INNOVATIONS IN ANALYSING IJVs

Because of the argument that joint ventures are special and require special
explanations, several relatively new concepts have been developed to tackle
the above issues. (Perhaps it is more accurate to state that more weight has
been put on several extant concepts felt to be particularly relevant to IJVs.)
With Ockham’s razor in mind, we should beware the proliferation of concepts
and introduce new ones only when absolutely necessary.

Among the new concepts are co-operation (variously defined), trust,
culture, learning and networks.

One further issue arises which leads us into the realm of research method. This
is the question of whether ‘objective’ or ‘subjective’ explanation is necessary for
IJVs. Is it possible to have a satisfactory explanation of the structure, motives,
management and performance of IJVs from secondary data alone? Or is there
something inherent in IJVs which requires knowledge of the motivations, outlook
and ‘native categories’ (Buckley and Chapman, 1998) of the individual manager?

Managers are important in international business theory (Buckley, 1996).
They make judgements in the face of uncertainty and therefore, sometimes,
they make mistakes. The information on which they work and the conceptual
frameworks within which they operate are currently subject to intense analy-
sis (Buckley and Carter, 1999; Buckley and Chapman, 1996; 1997).

Buckley and Casson (1988) see joint ventures as an institutional arrangement
to mitigate the worst consequences of mistrust. They represent a compromise
contractual arrangement for minimizing the transactions costs of a complex
sequence of interactions between the firms. The JV allows the interaction of a
mutually positive kind based on the exercise of ‘mutual forbearance’. The JV is,
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however, only the formal structure which permits this behaviour. It is the behav-
iour (mutual forbearance) which brings the benefit, not the structure (JV) per se.
On this reading, JVs are a permissoryinstitution. The research agenda arising
from this goes on to identify the types of environmental conditions that lead to
JVs. These key variables are not purely economic, but include technological and
cultural elements. Key determinants include obstacles to licensing (lack of
patent rights, uncertainty about technological competence), obstacles to IJVs
(cultural distance) and obstacles to merger (protection of the firm’s indepen-
dence, scope economies in technology) – all of which are clearly institutional
comparators (Buckley and Casson, 1996). Buckley and Casson simplify the
institutional choice by showing that joint ventures are likely to be chosen in
intermediate market conditions (large volatile market or small stable market).
These are precisely the areas where managerial judgement (or perception) of the
relevant comparative costs are likely to be at their most critical.

• IJVs as ‘compromise’ (between market modes e.g. licensing and
takeover); ‘intermediate state’

• Use in large but volatile markets and stable but small markets
• IJVs as a ‘real option’; cultural benefits of IJVs (versus hostile takeover)
• Extreme values do notcapture IJVs

MOTIVES

Following Gomes-Casseres (1996) we can identify three major motives for the
formation of alliances and joint ventures. These are: (1) supply based alliances,
which function along the supply line and involve resource transfers beyond
simple exchange relationship (finance, design, management skills and technol-
ogy may flow between the partners) in order to reduce transaction costs and to
enhance innovatory relationships. (2) Alliances based on corporate learning
which enable the transfer of tacit knowledge and the creation of cross-company
terms, perhaps across a technological frontier. (3) Market based reasons. This
may include the traditional cartel and reducing the speed to market (Lei and
Slocum, 1991). Motives for IJV formation are summarized as follows:

• Foreign Market Entry v Non-Market Entry
• IJVs as Entry Choice: – Learning

– Reducing competition
– Diversification
– Cost sharing
– Regulatory restrictions
– Vertical IJVs (reduce TCs)
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A crucial distinction in motives for IJVs arises between market entry and non-
market entry motives. Buckley and Casson (1998a) analyse market entry
motives where markets are differentiated by size and volatility. IJVs are found
to be an ‘intermediate mode’ used where markets are growing but not over-
whelmingly large (where FDI and merger are preferred) or small (where
licensing is optimal). They are also useful in large but volatile markets, where
their role as an ‘option’ on deeper involvement or withdrawal is at a premium.
However, a number of other key motives have been identified in the literature.
These include learning, reducing competition, diversification, cost sharing
(including R & D costs) and regulatory restrictions. At least a modification
of the standard market entry analysis is required where such motives are
important.

In addition, we must not ignore vertically linked IJVs. The spectrum of
choice runs through full integration, through quasi vertical integration
(Blois, 1972), IJVs and alliances, long-term contracting (relational contract-
ing) to simple buyer–seller relationships. These issues are well explored in
the literature.

PARTNERING

The standard transaction cost/internalization theory argument on choosing joint
venture partners is that internalizing one or more markets in intermediate goods
provides benefits for the IJV, but that there must also be significant barriers to
merger (Buckley and Casson, 1988). The resource based theory of the firm
suggests similarities in management strategy combined with complementarities
(differences) in capabilities. In the language of strategic management, this
represents compatibility of goals and task-related complementarities. Both
vertical and horizontal complementarity may produce an IJV. Horizontal IJVs
pose competition issues and raise strategic questions arising from competitors
in one area co-operating in another. Cartels rather than IJVs may be the appro-
priate nomenclature for JVs which have market-based rationales.

• ‘Differences’ versus ‘similarities’
• Complementary capabilities and similarities in management strategy
• Impact of competitors (alliance capitalism); cultural influences
• Dynamic aspects – management and trust

Collapsing the arguments (particularly of Porter and Fuller, 1986), we can
suggest that four key elements may be involved in partner choice.

10 Strategic business alliances



1. The firms must have complementary capabilities.
2. The firms must have compatible (international) strategies.
3. At least in their current operating area, there must be a low risk of the part-

ner becoming a competitor (although, of course, firms will compete and
collaborate with firms in different products, segments and markets). There
are issues here of ‘reciprocal dependency’ and ‘hostages’.

4. The partnership may have a pre-emptive value in relation to competitors.

MANAGEMENT

It is clear that joint ventures need a different management approach from the
unitary firm. Almost all works on IJV attribute immense importance to
the growth of trust between partners – so much so that the study of trust
and the mechanisms of inculcating trust have become a subject in their own
right. Buckley and Casson (1988) take a theoretical approach and look for
‘mutual forbearance’ between the partners to produce a commitment to the
joint venture, which then produces trust as an output. Trust can be an input
too, as the transactions cost literature makes clear and surrogates for this
may be involvement with previous IJVs (and JVs), and a declared similarity
of goals. The dynamics of generating trust can be examined by deliberate
looseness of contract to allow for growth in co-operation, by ‘taking the easy
decisions first’ or by deliberate forgoing of the use of bargaining power
(as exemplified by the initial shareholding – perhaps 50:50 rather than
60:40).

CONTROL

Issues on control are the bases of control, its extent, focus and the mechanisms
by which it is exercised. The notion of parental control is to some extent a
contradiction of co-operation but it must be recognized that both can co-exist
and can be seen as separate domains by the managers involved (see Table 1.4).

Initial research on the extentof control as Child and Faulkner (1998) point
out, saw control as a single, continuous variable. Consequently it could be
plotted on a single continuum (for example dominant – shared – independent
control). It was often taken as being dependent on centralization or on the
location of decision making. This rather simplistic approach was replaced by
a more differentiated view of control, examining the focus, mechanisms and
bases of control.

A differentiated view of control sees parents as exercising control over a
relatively wide or narrow range of the joint venture’s activities (Geringer
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and Hebert, 1989). Parents may focus on financial control, control over
technology, over quality or marketing issues or over the choice of senior
management.

The mechanisms of control are varied, and also suggest the areas that the
parents feel to be most important. They include:

• equity shareholding;
• appointment of the IJV’s Board of Directors;
• appointment of key managers;
• control of key inputs, including technology;
• financial reporting, budgeting and rationing;
• control over communications.

The fundamental basis of control may be reduced to three:

1. In equity joint ventures, the (majority) equity share.
2. Willingness or ability to commit key resources to the IJV, including contin-

uing operational support, and
3. Bargaining power.

The first two have a direct managerial and economic basis, the third takes on
a socio-political dimension.

12 Strategic business alliances

Table 1.4 Control

Extent Control as single continuous variable?
Differentiated view – focus of control

Focus Wide or Narrow? Technology
Finance
Quality
Marketing issues
Management

Mechanisms Equity share
Key managers/directors
Formal contracts
Key inputs (e.g. technology)
Financial control
Control of communications

Bases Capabilities
Strategies
Reciprocal dependencies



PERFORMANCE

There are clearly difficult and unusual elements in assessing the performance
of IJVs. The first is the obvious point that the goals of the partner can, and do,
differ. Second, objective data on performance are difficult to gather. Ideally,
the analysis should be conducted on a with IJV/without IJV comparison, but
this is impossible. Third, a subjective analysis of how far the IJV has met its
goals, is just that – subjective; and from whose point of view – the partners or
the IJV management? In addition, studies of IJV performance have been
obsessed with the relationship of performance with control.

The performance of IJVs should be compared with the results of acquisi-
tion or non-equity means of achieving the same goals.

It we take IJVs as a method of achieving market access – as one choice
among several; then we can explain a great deal about them. Where motives
are non-market access, we need to adopt a similar method to achieve further
understanding. That is, we need to see IJVs as one choice among several in
learning, reducing competition, diversification and cost sharing.

This list does not include vertical alliances as the key factors in the spectrum
between full internalization, quasi-internalization (Blois, 1972), alliances, long-
term contracting and simple market relations are well known.

METHODOLOGY AND INTERRELATIONSHIPS

Two further issues require clarification. The first is the appropriate methodol-
ogy with which to tackle these issues. Here it is possible to fall into an arid
debate between ‘positivistic’ approaches versus others. The ‘native category’
problem also bedevils the investigation of terms which may be imperfectly
understood by the respondents (Buckley and Chapman, 1998). Interviews and
even more so, questionnaires, need to be constructed so as to minimize the
cultural distance between academic perception and participant understanding.

Research methods also need to comprehend interrelatedness. Bilateral re-
lationships between variables (control and performance, for instance) are
embedded in a nexus of causality which need careful investigation. A fruitful
approach is the use of network theory, but often this can obfuscate rather than
illuminate. Joint ventures frequently can only be understood in a wider picture
of inter-firm relationships and untangling these is often a challenge in itself.

Many studies of IJVs suffer from problems with regard to the window of
observation. As Figure 1.1 shows, many studies are a mix of observations of
IJVs that (1) began during the observation period, (2) ended during the period,
(3) both began and ended during the period and (4) persisted throughout the
observation period and beyond. As Marshall noted, time often is the chief
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difficulty of analysis, particularly when performance issues are being investi-
gated. A promising avenue here is to pay more attention to ‘sunk costs’
(Sutton, 1991), particularly as entry-deterrence mechanisms. This has the
effect of producing a snapshot in time of a dynamic strategic process.

CONCLUSIONS

What do we know about joint ventures? The answer clearly is quite a lot.
However, IJVs are not one phenomenon and there is not one single question
which needs to be answered. One stance which is not justified is the ‘Gee
whiz, these things are sodifferent’ approach which cuts off JVs from the scope
of conventional analysis. JVs and IJVs are institutional choices to achieve
company goals just like any other form of business activity. They need to be
evaluated in exactly the same way as more conventional modes of operation –
comparatively over time, over space (different countries) and against the coun-
terfactual. Issues of time and time related variables do impact on the analysis,
but not in ways that cannot be imaginatively handled.

There is not one simple overarching theoretical perspective designed for,
and exclusively dealing with, IJVs. There has been some ‘rush to empiri-
cism’ without a fully thought out theoretical structure in many cases.
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However, many issues centred on IJVs are explicable via conventional
analysis.

We need to know far more about certain (interrelated) key variables (trust,
opportunism, reciprocity, forbearance). Work on IJVs represents a research
agenda, not yet fully accomplished. Concentration on the special areas of IJVs
(motives, partnering, management, control and performance), perhaps sequen-
tially, will lead us out of the morass which justifies the criticism that much of
the work is ‘non-cumulative’.

DOMAIN OF THE STUDY

This study focuses on a subset of strategic alliance activity – that of international
equity joint ventures. As noted in the introduction, these involve two or more
legally distinct organizations (the parents), each of which invests in the venture
(the child) and actively participates in the decision-making activities of the jointly
owned entity. The study examines two partner IJVs because of difficulties asso-
ciated with analysing multiple partner IJVs, which may demonstrate significant
differences from IJVs with two partners (Geringer, 1991). A distinct focus of the
study is concentration on partners from developed industrial economies
(compared to a focus on partners in developing countries found in other studies).

The main objective of the study is to examine the core dimensions of joint
venture activity – strategic motives, partner selection criteria, management
control and performance outcomes. The background literature, definition and
operationalization of variables, and research questions of the study are detailed
in each of the respective chapters that follow. Essentially, the study is of an
empirical nature and broadly comprises an analysis of primary data obtained
from senior managers in each element of the IJV system – both parents and
IJV management – by means of personal interviews and self-administered
questionnaires. The research methods of the study and sample characteristics
are set out in Appendix 1. Outlines of the sample IJVs are in Appendix 2.

Chapter 2 examines motives and performance. The motives for IJV forma-
tion are identified, making a broad distinction between market entry motives
and non-market entry motives. Contrary to the propositions advanced, the
study finds that (i) measures of performance of the sample of IJVs are not
based on a broad set of criteria but are based largely on financial criteria, and
(ii) partners which have broadly different motives for the formation of the IJV
do not adopt different performance criteria. In line with expectations, the study
finds that the level of satisfaction of IJV performance tends not to vary with
underlying motives for IJV formation.

Chapter 3 builds on prior research by investigating partner selection in IJVs
through an examination of the nature of task-related and partner-related selection
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criteria. Findings indicate that task-related selection criteria reflect resource
complementarity, with partners displaying a greater awareness of resource
complementarity than the IJV managers. The relative importance of the degree
of favourable past association between partners appears to be a function of the
number of prior ties between partners. Trust between top management teams
is the most important element of partner-related selection criteria. The status
indicators of reputation, financial stability and to a lesser extent the partner
company’s size are also important elements of partner-related selection crite-
ria. There is some support for the view that there is greater consensus between
partner groups on the importance of the set of partner-related selection criteria
than on the different factors of task-related selection criteria.

Chapter 4 investigates the form of management control exercised by parent
firms over their international joint ventures. The main goal of the chapter is to
identify the dimensions of control for a sample of UK–Western European IJVs
in terms of the mechanisms of control, the extent of control and the focus of
control. The main findings are: (1) that IJV partner firms seek to use an array
of mechanisms to ensure control; (2) that different partners to an IJV will seek
to influence IJV management through different mechanisms of control; (3) the
extent of partner control is independent of the equity share of the partner,
however, this finding may be largely conditioned by having a sample where in
the majority of cases the equity share is equally split or nearly so; (4) partner
firms will seek to concentrate on particular aspects of IJV control associated
with their key skills and competencies.

Chapter 5 investigates approaches to decision making in international joint
ventures from the perspectives of the transactions cost and resource based
theories of the firm. In particular, the concept of autonomy in decision making
is examined. The findings show that there are differences in the perception of
autonomy between each of the parent firms, and between the parent firms and
the IJV management. When we unpack the nature of autonomy in detail, it is
found that IJV managers have greater degrees of operational autonomy than
strategic autonomy and that decision making by IJV managers takes place
within the context of constraints set within the IJV’s business plan. This
confirms the transaction cost theory which posits that key internal markets (for
management, technology and capital) will be under parent control and also
supports the resource based view that key capabilities are protected under the
business plan established by the parent firms. The influence on IJV autonomy of
the moderating variables IJV performance and IJV duration are also examined.

Chapter 6 identifies the key lessons of managing IJVs from the perspectives
of IJV experienced partners and managers. Broadly, the response categories
are grouped into three distinct areas of learning: the management of the IJV
formation process, management of the boundary relationship between part-
ners, and the management of the operation of the IJV. The chapter elucidates
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the lessons regarding these three areas of IJV management and provides a set
of propositions for future research.

Chapter 7 provides new perspectives on the partnering skills needed for
success in IJVs. Four categories of skills are analysed: inter-partner skills,
managing the IJV managers, the ‘upward management’ skills of IJV managers
managing the ‘parent’ partners, and those of managing the IJV itself. The
chapter presents a matrix to examine the four categories of skill in the context
in which each is used. Serving both as an analytical device and a diagnostic
tool, this matrix offers results that have important implications for the manage-
ment of IJVs with regard to the selection and training of managers and the
inculcation of the skills required for each level of operation.

Chapter 8 replicates and extends a number of findings regarding per-
formance assessment of IJVs. Findings support the growing evidence that while
IJV objective performance measures and IJV subjective performance measures
are positively correlated, they actually measure different phenomena. Findings
show that the subjective performance assessment of one element of the IJV
(partners or IJV management) matches that of the other elements, and that each
element of the IJV has a good perception of the performance evaluation of the
other elements. Correlations between partners’ assessments of IJV performance
are stronger in IJVs involving parents with similar national cultures when
culture difference is measured by way of culture clusters, but not when cultural
difference is measured by the Kogut–Singh index of cultural distance. Similarly,
correlations between UK partners’ assessment of IJV performance and the IJV
management’s assessment of performance are stronger in IJVs involving parents
with similar national cultures when culture difference is measured by way of
culture clusters, but less so when measuring cultural difference by the
Kogut–Singh index of cultural distance.

Chapter 9 examines the extent to which differences in culture pose a prob-
lem to the management of IJVs and in particular whether national cultural
differences or corporate cultural differences are more important in contribut-
ing to different views on the management of the IJV. The findings show that
while cultural differences do exist they are not severe enough to cause sign-
ificant problems for the management of the IJVs. Where problems do exist it
was not firmly established whether national culture differences or corporate
cultural differences were the chief cause of problems in managing the IJV.

A summary and conclusions from the whole study are provided in Chapter 10.

NOTE

1. We are grateful to Alan Rugman for the original insight into this issue.
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2. Strategic motives and performance

INTRODUCTION

This chapter provides an empirical examination of the motives for IJV formation
and performance outcomes. The following section briefly reviews the literature
relating to motives for IJV formation and issues associated with IJV performance,
and identifies a set of research questions. The findings are presented in the third
section and discussion in the fourth section. Conclusions are in the final section.

MOTIVES AND PERFORMANCE IN IJVs

The Strategic Motives for IJV Formation

An explanation for the use of IJVs stems from theories on how strategic behav-
iour influences the competitive positioning of the firm (Kogut, 1988: 321). The
literature clearly indicates a number of overlapping perspectives on the stra-
tegic motives for IJV formation, with the various authors arriving at a broadly
similar set of motivating forces, for example, Mariti and Smiley (1983),
Harrigan (1985), Porter and Fuller (1986), Contractor and Lorange (1988).

Young et al. (1989: 19) have noted that it is necessary to distinguish
between the role of IJVs in establishing corporate linkages, such as sharing
investment risks, attainment of economies of scale, exchange of complemen-
tary technology, and so on, as opposed to their role in corporate entry stra-
tegies, principally entry to new geographical markets. This suggests greater
difficulties and possibly greater risks involved in market entry IJVs and high-
lights the importance attributed to a close knowledge of national cultural
factors when a new market is being envisaged.

An important purpose for IJV formation is to facilitate market entry (Hill et
al., 1990; Glaister and Buckley, 1996). This may encompass both entry to a
new product market and entry to a new geographical market, whereby the IJV
facilitates international expansion and entry to a foreign market. A firm may,
for example, have the production capability but lack knowledge of foreign
markets for which it depends on its partners. In general it is an expensive,
difficult and time-consuming business to establish a global organization and a
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significant international competitive presence (Contractor and Lorange, 1988:
15). In this respect an IJV offers considerable time savings. The speed of inter-
nationalization may be critical given the benefits that may accrue to early
entrants such as the ability to command premium prices and the possibility of
gaining significant market share (Gannon, 1993). The choice of an IJV as an
entry strategy may be influenced by external or internal reasons (Buchel et al.,
1998: 45). External reasons may include government policy requiring foreign
companies to join with local companies to do business in the host country.
Internal reasons may include lack of experience in foreign markets or high
entry barriers in the form of investments or market complexities.

The strategic motives for a sample of UK IJVs with partners in western
Europe, the United States and Japan were analysed by Glaister and Buckley
(1996). With data from a questionnaire survey they identified the main stra-
tegic motives for formation by UK firms as intrinsically linked to the market
and geographical expansion of the firm. Glaister and Buckley concluded that
the main strategic motives were underpinned by the theories of strategic posi-
tioning and organizational learning.

Doz and Hamel (1998) have summarized the primary purposes for IJV
formation. Pointing out that few companies have everything they need to
succeed on their own, IJVs play a key role in three areas. IJVs through ‘co-
option’ are able to turn potential competitors into allies and providers of the
complementary goods and services that allow new businesses to develop. ‘Co-
specialization’ involves the process of combining previously separate
resources, positions, skills and knowledge sources to generate synergistic value
creation. In this process partners contribute unique and differentiated resources
– skills, brands, relationships, positions and tangible assets – to the success of
the IJV, and the IJV creates value when those resources are co-specialized. In
other words they become substantially more valuable when bundled together in
a joint effort than when kept separate. IJVs may also be the vehicle for learn-
ing and internalizing new skills, in particular those that are tacit, collective and
embedded, and thus hard to obtain and internalize by other means. It is not
possible to purchase core competencies through the market system; however,
these skills can be learned from a partner, internalized, and exploited beyond
the boundaries of the IJV itself. So the learning to be gained from an IJV part-
ner can often be leveraged broadly into other activities and businesses beyond
those covered by the IJV (Hamel, 1991). The strategic significance of these
purposes makes IJVs much more central to corporate strategy.

IJV Performance

Proceeding from their own respective goals, it is usually assumed that partners
agree on a set of objectives and activities for the IJV. The IJV is then given the
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task of realizing the aims upon which the partners have decided, using agreed
resources. The IJV must show clear benefits for both partners (Buchel et al.,
1998: 30). Success and failure are thus vital issues for IJVs so it is not sur-
prising that performance has been an important theme in the IJV litera-
ture. However, the measurement of IJV performance is a controversial area
(Geringer and Hebert, 1991; Glaister and Buckley, 1998a, 1998b; Geringer,
1998). A major issue of considerable debate is the appropriate yardstick(s) to
be used when assessing IJV performance. More fundamentally, controversy
surrounds the lack of clarity between indicators of performance and determi-
nants of performance (Anderson, 1990).

Traditional measures of success are often based on financial criteria such as
profit, productivity, turnover or other short-term criteria that relate to the past.
These statistics are relatively easy to determine and to compare. Several authors
(see, for example, Buchel et al., 1998: 190) question whether these provide an
adequate basis on which to evaluate an IJV, arguing that such measures cover
only a small part of what is needed for a comprehensive assessment of the IJV
system. A full assessment must take into account a variety of aspects. Financial
and objective measures often inadequately reflect the extent to which an IJV
has achieved its aims: despite poor financial results, liquidation or instability,
an IJV may have met or exceeded the parents’ objectives and so be considered
successful by one or all of the parents (Geringer and Hebert, 1991). Conversely
an IJV may be viewed as unsuccessful despite good financial results or contin-
ued stability. Concerns over the ability of financial and objective measures to
effectively gauge IJV performance led several researchers to use perceptual
measures of a parent’s satisfaction with IJV performance (Killing, 1983;
Schaan, 1983; Beamish, 1985), which are able to provide information regard-
ing the extent to which the IJV has achieved its overall objectives.

Success is often regarded as an absolute, but success and failure are rela-
tive matters and can only be evaluated according to specific criteria and
measures. Success from one point of view may appear to be a failure from
another. Two partner companies using different measures to evaluate their IJV
may reach totally different conclusions regarding its performance (Buchel et
al., 1998: 188). Evaluations may also differ depending on whether they are
made by the partners or by the managers of the IJV itself. It may be the case
that an IJV appears successful in its own right, but the partners are not satis-
fied with it. Or the partners may be more satisfied than they believe the IJV
management to be. Assessing the IJV for the partners’ viewpoint involves,
first, evaluating performance against the objectives with which the partner
entered the co-operation. Secondly, more general benefits which the IJV
brings to that partner need to be examined; for instance, additional contribu-
tions or benefits which the partner had not foreseen and therefore could not
expect (Buchel et al., 1998: 204).
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Following from this discussion, the chapter seeks to answer the following
research questions:

• What are the motives for IJV formation?
• Do these motives coincide between partners to an IJV?
• How is IJV performance measured?
• Do the adopted performance measures reflect success in terms of the

motives for IJV formation?
• What is the level of success measured in a subjective manner?
• Does the subjective measure of success vary with the motives for IJV

formation?

From the prior literature (for example Glaister and Buckley, 1996) and the
pilot interviews, a list of strategic motives was derived. These basically distin-
guished between market entry motives and non-market entry motives. In the
self-administered questionnaire the questions relating to motives were ex post
measures of managers’ perceptions of the relative importance of the motives
at the time of IJV formation. Responses were assessed using five-point Likert-
type scales (that is 1 = ‘of no importance’; 5 = of major importance’).

Subjective performance measures were broadly derived in the manner
followed by Geringer and Hebert (1991). Each IJV parent and management’s
subjective level of satisfactionwith the IJV’s overall performance was
assessed using a five-point Likert-type scale (from 1 = ‘very dissatisfied’ to 5
= ‘very satisfied’).

FINDINGS

Motives

Interview data
The broad distinction has been made between market entry motives and non-
market entry motives. Market entry may be entry to a new business or product
segment and/or entry to a new international market. The IJV may facilitate
market entry in several ways: by enabling faster entry to the market, enabling a
presence in new markets, facilitating international expansion and helping over-
come regulatory restrictions. Other motives are classified as non-market entry
motives and cover a spectrum of motives ranging from enabling the partner to
maintain a position in existing markets, through cost and risk sharing to obtain-
ing inputs. Of the 20 UK partners, half considered the major motive to be market
entry with half considering it to be non-market entry. For European partners nine
considered the major motive market entry and 11 non-market entry.
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The data shows that for six of the IJVs the motives of the parents differ in
that one parent views the main motive as being market entry while the other
parent does not. This lack of conformity between parents as to motive while
potentially representing a problem in terms of the IJV fulfilling the ambitions
of the parents is perhaps better viewed as a reflection of the reciprocal depen-
dencies between the partners. Examination of the data indicates that a market
entry motive for one partner is entirely consistent with a non-market entry
motive for the other partner. In the case of IJV 1, for example, the motive for
the UK partner was market entry to a new business. The IJV allowed the UK
partner to access a market sector where it did not possess a product. The new
product fitted into an existing product range in a sector where if a full product
range was not on offer to customers this would have been detrimental to long-
term export hopes. The UK partner viewed the IJV as enabling faster entry to
the market and as a stepping stone towards a broader consolidation of the
European industry. For the European partner the key strategic motive was to
increase volume and make an existing business bigger, so enhancing their
position in an existing market. This would allow them to more effectively
compete against other competitors as well as facilitating the sharing of R&D
and other costs and an exchange of technology. The IJV thus provides a
number of synergistic links, which serves the motives of both partners while
the motives for each are fundamentally different.

There was a high degree of conformity between the opinion of the IJV
management and that of the respective partner as to the basic motive driving
formation of the joint venture. Where data is available from the IJV management
in all cases there is agreement between the IJV management and the UK partner’s
view as to the motive of the UK partner for forming the IJV. Although there is not
full conformity between the views of the IJV management and the European part-
ner as to the European partner’s motives for the formation of the IJV, in 16 cases
where data is available there is conformity of view. It would appear therefore that
there is a high degree of conformity in terms of the IJV management’s under-
standing of the parents’ motives for the formation of the IJV. This has positive
implications for the management of the venture in that an understanding of the
parents’ motive on the part of the IJV management should lead the latter to
manage the venture in order to achieve the goals underpinning these motives.

Questionnaire data
Market entry was reported as the most important motive by 22 (35.5 per cent)
of questionnaire respondents and other motives by 40 respondents (64.5 per
cent). The nature of market entry as a motive is reported in Table 2.1, which
shows that in terms of rank order the IJV was formed in order to enable faster
entry to the market, to enable presence in new markets, and to facilitate inter-
national expansion.
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Where market entry was not the most important motive, the motives for IJV
formation are shown in Table 2.2. By rank order the main non-market entry
motives are to maintain position in existing markets, to compete more effec-
tively, and to share investment costs. This set of motives may be compared
with the findings of Glaister and Buckley (1996) who examined a sample of
94 UK alliances formed in the 1980s. The latter study did not clearly differ-
entiate between market entry and non-market entry motives and found that the
motive to gain presence in new markets was first ranked from a list of 16
motives. The present study supports the earlier findings in terms of the impor-
tance given to market entry as a motivating force for IJV formation. But the
present study in considering the non-market entry motives separately finds
that the non-market entry motivation for IJV formation is dominated by the
need to maintain the partner’s position in existing markets and to compete
more effectively against common competitors. Table 2.2 also indicates that
cost sharing and competition-reducing motives are important non-market
entry motives.

Performance

Interview data
Analysis of the nature of the performance measures used to evaluate the IJVs
shows that in almost all cases performance is measured by standard financial
criteria. The financial measures reported most often were profit rates and cash
flow. Notwithstanding the espoused motives for the formation of the IJVs,
their raison d’êtreis to produce profit, as this is what they are largely judged
by. The IJVs are commercial organizations, which were formed by profit-
seeking commercial organizations, so it is perhaps not surprising that IJV
performance should be viewed in terms of financial criteria. What is rather
surprising, however, is the lack of reference in the measures of performance to
the motives for forming the IJV. The performance of the IJV is principally
viewed in terms of commercial criteria and not by way of the outcomes of the
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Table 2.1 Market entry motives: questionnaire data

Motive Rank Mean SD

Enable faster entry to the market 1 4.41 0.67
Enable presence in new markets 2 3.82 1.33
Facilitate international expansion 3 3.59 1.53
Overcome regulatory restrictions 4 2.72 1.49

Note: N = 22. The mean for the market entry motives is the average on a scale of 1 (= no impor-
tance) to 5 (= very important).



2
4

Table 2.2 Non-market entry motives: questionnaire data

Motives Rank Mean SD

Maintain position in existing markets 1 3.80 1.02
Compete more effectively against a common competitor 2 3.53 1.45
Share investment costs 3 3.48 1.11
Formed with existing or potential competitor to reduce competition 4 3.15 1.57
Exchange of complementary technology 5= 3.00 1.32
Economies of scale: joint operations lower unit costs 5= 3.00 1.45
Enabling product diversification 7= 2.93 1.46
Share R&D costs 7= 2.93 1.51
To concentrate on higher margin business 9 2.83 1.34
Spreading the risk of a large project over more than one firm 10 2.78 1.37
Enabling faster payback on the investment 11 2.75 1.26
Production transferred to lowest cost location 12 2.55 1.11
Exchange of patents or territories 13 2.13 1.22
Obtain raw materials 14 1.80 1.07
Conform to foreign government policy 15 1.39 0.78

Note: N = 38. The mean for the non-market entry motives is the average on a scale of 1 (= no importance) to 5 (= very important).



strategic motives for the formation of the IJV. We found in the interview data
that only occasionally are non-financial performance measures stressed. In
these instances a greater emphasis is given to the motives driving the forma-
tion of the IJV. For instance in IJV 14, formed between a UK dairy products
company and a French dairy products company for the distribution in the UK
of the French company’s yoghurt brand, the UK partner’s motives for the IJV
formation are faster market entry to a high value added product area, which
provides product diversity and a cost effective and less risky entry. The UK
partner reported that it was conscious of the need to measure growing
awareness of the product and positive attitudes towards the brand by UK
consumers. As the distributor, these are obviously important criteria for the
UK partner. As the supplier of the product, the French partner’s motives for
formation were to gain fast and low-cost entry to the UK market. The only
performance measures stressed by the French partner, however, were the
standard financial criteria.

Investigation of the data reveals that generally the partners to an IJV have
very similar views as to how the performance of the IJVs should be measured.
Also, the managers of an IJV have a very similar set of criteria for per-
formance to the IJV partners. One clear conclusion from this data is that there
is a high degree of congruence between the partners, and the partners and the
IJV managers, as to the performance criteria of the IJVs. Considering perfor-
mance criteria from an agency theory perspective, it might be expected that
there would be a divergence of opinion between the IJV partners and the IJV
managers, regarding the salient performance measures. This view does not
appear to be supported by this sample of IJVs.

The overall level of satisfaction with IJV performance by strategic motiva-
tion for the IJV is shown in Table 2.3. The non-parametric Mann–Whitney test
of differences in means shows that there is no significant difference in the
overall level of satisfaction between those IJVs formed for market entry
motives compared with those formed for non-market entry motives. This find-
ing applies both to UK partners and European partners.

Questionnaire data
The criteria used to measure the performance of the IJVs according to the
questionnaire respondents are shown in Table 2.4. About 95 per cent of the
respondents report that the IJV is measured according to financial criteria. Far
fewer respondents (about 45 per cent) report that the IJV is measured by non-
financial criteria. The questionnaire data reported in Table 2.4 accords with the
findings of the interview data and adds to the view that the IJVs are principally
measured in terms of financial performance.

The overall level of satisfaction with IJV performance by strategic motivation
for the IJV is shown in Table 2.5. As with the interview data the non-parametric
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Table 2.3 IJV satisfaction by strategic motivation: interview data

Performance measure Motivation n Mean SD Mean rank Mann–Whitney U

Overall satisfaction: Market entry 10 2.9 1.37 10.1
UK partners Non-market entry 10 3.0 1.63 10.9 46.00

Overall satisfaction: Market entry 9 3.22 1.39 9.06
European partners Non-market entry 11 3.81 1.07 11.68 36.50

Table 2.4 IJV performance measures: questionnaire data1

Financial criteria Non-financial criteria

Yes No Yes No

No. % No. % No. % No. %

UK partner 14 93.3 1 6.7 7 46.7 8 53.3
European partner 12 85.7 2 14.3 6 42.9 8 57.1
IJV management 25 100.0 0 0.0 11 44.0 14 56.0

Total 51 94.4 3 5.6 24 44.4 30 55.6

Note: 1. Totals less than 63 due to missing data.



2
7

Table 2.5 IJV satisfaction by strategic motivation: questionnaire data

Performance measure motivation n Mean SD Mean rank Mann–Whitney U

Overall satisfaction: Market entry 4 3.75 1.25 10.00
UK partners Non-market entry 11 3.00 1.27 7.27 14.00

Overall satisfaction: Market entry 5 3.40 0.89 7.10
European partners Non-market entry 9 3.67 0.86 7.72 20.50

Overall satisfaction: Market entry 13 3.61 1.12 17.38
IJV managers Non-market entry 18 3.33 0.97 15.00 99.00



Mann–Whitney test of differences in means shows that there is no significant
difference in the overall level of satisfaction between those IJVs formed for
market entry reasons compared with those formed for non-market entry
reasons. This applies across both partner groups and the IJV mangers. Based
on both the interview data and the questionnaire data, it is clear that for this
sample of IJVs overall satisfaction with performance does not vary with the
broad difference in motives for IJV formation.

DISCUSSION

It would appear reasonable to expect that a broad set of criteria would be used
to evaluate the performance of IJVs and that performance measures would not
be based unduly on financial criteria. This expectation is confounded by the
findings of this study. The interview data unambiguously shows that respon-
dents from all three elements of the IJV system usually emphasize financial
measures when evaluating IJV performance. This finding is supported by the
questionnaire data. The reliance by partners and managers on financial cri-
teria to evaluate IJV performance may be due to the carrying over to IJV
appraisal the conventions which managers apply to standard organizational
forms. Reliance on customary financial criteria may also be because the objec-
tives for the IJV may not be well defined. Where this is the case it is easier to
rely on financial performance measures than to articulate other measures
which may more closely measure the extent to which the objectives have been
reached.

The findings of this study show that the measurement of IJV success by the
parents does not vary with the underlying motives of the parents for the JV
formation. The interview data indicates that the IJVs are basically assessed on
financial criteria without overt reference to the motives of the parents. This
finding is consistent across the IJV parents and the IJV managers. The ques-
tionnaire data supports the finding that financial criteria dominate IJV per-
formance measures with no overt reference to motives in the performance
criteria. Viewing IJVs as an option for such things as gaining market access
and carrying out basic research, in other words as an instrument for providing
future options and reducing the risk of missing important market or techno-
logical developments, obviously reduces the meaning and validity of short-
term, quantitative indices of success. This problem of relying on financial
criteria as the main measure of IJV success does not seem to have occurred to
the majority of IJV partners or managers in the sample.

In considering IJV performance Doz and Hamel (1998: 84–85) point to the
danger of measuring the wrong things, noting that it is all too easy for the part-
ners to lose sight of the value creation logic of the IJV and to fall back on
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purely financial measures of performance. For Doz and Hamel this practice is
both misleading and dangerous. The manner in which financial benefits are to
be generated and over what scope of activities and time frame will vary greatly
according to the IJV’s value creation logic. While recognizing that ultimately
financial performance will be a yardstick in all IJVs, Doz and Hamel argue
that managers need to develop a balanced and comprehensive scorecard to
assess the performance of an IJV, one that is consistent with the value creation
logic that it pursues. It is apparent that such a balanced scorecard approach to
IJV performance evaluation is not widely adopted in this sample of IJVs,
where there is heavy reliance on standard financial criteria to measure IJV
performance. One recommendation for practitioners arising out of this study
is to try to develop a more broad based approach to IJV performance evalua-
tion and in particular to relate this evaluation to the logic for the formation of
the IJV.

Findings from the study indicate that the subjective level of satisfaction of
IJV performance outcome tends not to vary with underlying motive for IJV
formation. The evidence both from the interview data and the questionnaire
data indicates no significant difference in the mean level of satisfaction of
overall IJV performance in terms of market entry and non-market entry
motives. As far as satisfaction with performance is concerned, this indicates
that IJVs are not to be preferred for one type of motive over another.
Traditionally, IJVs have been established to facilitate foreign market entry for
multinational enterprises (MNEs) in developing countries. This motive
remains important for the establishment of IJVs between firms from advanced
industrial economies, as data from this study confirms. However, a broader
range of motives also exists whereby partners gain the benefit of reciprocal
dependencies. The findings from this study indicate that both broad types of
IJV provide an approximately equivalent level of overall satisfaction with IJV
performance. In this sense the use of the IJV organizational form should not
be viewed as superior for one set of motives compared to another.

CONCLUSIONS

This chapter examines the strategic motives for IJV formation between UK
and western European partners and considers IJV performance in the context
of these motives. The study adopts a mixed methods approach, first, by obtain-
ing data from each of the IJV elements and, second, from attempting to obtain
multiple responses from each IJV element by way of self-administered ques-
tionnaires. Each data source supports the findings of the other, providing
confidence in the reliability of the evidence reported. The study finds that IJV
formation to facilitate foreign market entry is important for many firms in the
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sample. For other firms, however, a broader range of motives applies whereby
partners gain the benefit of reciprocal dependencies. The study finds that for
the sample of IJVs, measures of performance are not based on a range of cri-
teria related to motive for formation, but are based largely on specific finan-
cial criteria. Furthermore, partners which have different motives for the
formation of the IJV do not adopt different performance criteria. The study
also finds that the level of subjective satisfaction of IJV performance tends not
to vary with the underlying motive for formation – market entry compared to
other motives. This study indicates that both broad types of IJV provide an
approximately equivalent level of overall satisfaction with IJV performance.
In this sense the use of the IJV organizational form should not be viewed as
superior for one set of motives compared to another.

A number of caveats associated with the findings of the study should be
noted. The sample is composed of IJVs formed by western European firms
with one of the partners from the UK. The findings therefore may not be
generalizable to IJVs formed in other parts of the Triad, particularly IJVs with
partner firms from the USA and Japan, or to IJVs involving partners from
developing countries. In the main the IJVs reported in the chapter are drawn
from the manufacturing sector. Consequently, the findings may not apply to
IJVs in other industry sectors.

There are several future research possibilities. Investigation of the extent to
which there is agreement between the partners, and the partners and the IJV
managers, over the subjective performance measures would be worthwhile.
Where motives differ between partners, examination of the manner in which
this is reconciled in IJV performance measures would be valuable. It would
also be beneficial to know the extent to which performance measures vary
over the life-cycle of IJVs, and the manner in which IJV performance
measures differ from those of other organizational modes, such as wholly
owned subsidiaries.
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3. The nature of partner selection

INTRODUCTION

While the expected gains of inter-firm collaboration are well known, it is also
the case that such collaboration is often short-lived and prone to failure
(Bleeke and Ernst, 1993a; Lei and Slocum, 1991; Beamish and Delios,
1997b). It is clear that central to the international joint venture formation
process is the quest for a suitable partner (Parkhe, 1993; Blodgett, 1991a;
1991b; Brown et al., 1989; Burton and Saelens, 1982; Harrigan, 1988b).
According to Sorensen and Reve (1998: 159) ‘The selection of partners is one
of the most important steps in forming strategic alliances’. Child and Faulkner
(1998: 87) observe that ‘the choice of a partner is key to the ultimate success
of a joint enterprise’. One of the most often cited reasons for alliance failure
is the incompatibility of partners (Farr and Fischer, 1992; Dacin et al., 1997;
Zahra and Elhagrasey, 1994). The choice of a particular partner is an impor-
tant variable influencing IJV performance, since it influences the mix of skills
and resources which will be available to the venture and thus the IJV’s ability
to achieve its strategic objectives (Porter and Fuller, 1986).

Chung et al. (2000: 1) note that researchers have focused on two explana-
tions of what drives a firm to form a strategic alliance with a particular part-
ner firm. Scholars of economics and business strategy have emphasized
resource complementarity: two (or more) firms enter into an alliance when the
pooled resources can create excess value relative to their value before the
pooling (Nohria and Garcia-Pont, 1991). Other scholars have emphasized the
role of social structural context in alliance formation, where two firms’ direct
and indirect relational experiences facilitate the formation of future ties
(Bourdieu and Wacquant, 1992; Coleman, 1990; Gulati, 1995a).

A large number of selection criteria have been suggested in the literature,
for instance, requisite skills and assets (Porter and Fuller, 1986; Sorensen and
Reve, 1998), compatibility and chemistry between partners (Kanter, 1994;
Sorensen and Reve, 1998), strategic fit and cultural fit (Child and Faulkner,
1998: 92; Kanter, 1989; Lorange and Roos, 1992). While such perspectives are
reasonable they do not address the fundamental criteria for partner selection in
a parsimonious manner. A significant contribution by Geringer (1988; 1991)
has been the suggestion that despite the almost unlimited range of alternative

31



criteria that might exist, it is possible to provide a simple two-fold typology of
categories of selection criteria. The typology suggested by Geringer is based
on the distinction between ‘task-related’ criteria and ‘partner-related’ criteria.
A major purpose of this part of the study is to develop further the understand-
ing of the concepts of task-related and partner-related selection criteria by
building on prior research.

The rest of the chapter is set out in the following way: the next section
presents a review of task-related and partner-related selection criteria and
develops the research questions of the study. Section three presents the find-
ings and discussion. Conclusions are in the final section.

LITERATURE REVIEW AND RESEARCH QUESTIONS

Task-Related Selection Criteria

Geringer (1988; 1991) notes that task-related selection criteria are associated
with the operational skills and resources that a venture requires for its compet-
itive success, for example, patents or technical know-how, financial resources,
experienced managerial personnel and access to marketing and distribution
systems. If, for example, a company perceives technology leadership to be
crucial for the venture’s performance, but that it cannot provide this on its
own, it will logically give high priority to finding a partner with which an
alliance will be capable of securing that leadership. From Geringer’s work and
that of others on partner selection, Child and Faulkner (1998: 33) note that the
relative importance of a given task-related criterion appears to depend on the
partner’s perception of how crucial the feature is for the co-operative venture’s
performance, how strong is the partner’s ability to provide or gain access to
the feature, and how difficult the partner thinks it will be in the future to
compete in terms of the feature. This essentially embodies a ‘resource-based’
view of IJV formation (Barney, 1991; Grant, 1991; Peteraf, 1993; Wernerfelt,
1984; Tsang, 1998; 2000). It also has antecedents in the resource-dependence
argument (Pfeffer and Nowak, 1976), that a strong reason for organizations to
collaborate with others lies in their recognition that they lack critical com-
petencies which they cannot develop readily, and/or sufficiently rapidly, on
their own.

Clearly, each partner must offer a complementary set of task-related selec-
tion criteria. In this sense there is a reciprocal dependency associated with IJV
formation. Each partner requires what the other offers for success in the
venture. Doz and Hamel (1998: 59) when considering the value creation aspect
of alliance formation argue that perhaps the most critical determinant of value
creation is the degree to which the partners’ contributions are complementary.
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Resource complementarity
When resources are idiosyncratic and indivisible, accessing such inputs
through market mechanisms is not always feasible (Teece, 1986), and amass-
ing resources inside the firm is not always optimal (Williamson, 1985). In such
circumstances, joint venture formation can be the primary vehicle for accessing
inputs and the consideration of resource complementarity becomes important
(Burgers et al., 1993; Harrigan, 1985; Lorange and Roos, 1992). By pooling
resources and capabilities, firms can initiate projects that they could not have
successfully undertaken alone (Chung et al., 2000: 3). Mutual gain is possible
if partners can complement each other’s weakness since each partner in a
venture can access the complementary capabilities of their partners (Hamel et
al., 1989; Teece, 1986). The complementarity of strengths and assets between
firms is often clear even prior to negotiations on the terms of joint ventures
because this is what brings the partners together in the first place (Doz, 1988).
Support for the logic of complementarity in forming alliances has been found
in the biotechnology industry (Shan and Hamilton, 1991). In the global auto-
mobile industry, evidence has been reported that firms in certain strategic
groups form alliances in a complementary manner with those in other strategic
groups to increase the benefits of co-operation (Nohria and Garcia-Pont, 1991).
Gulati (1995b) reported that firms occupying complementary niches have
higher chances of venture formation. Chung et al.’s (2000) study of US invest-
ment banks suggest that resource complementarity plays a significant role in
driving joint venture formation. The first research question of the study there-
fore concerns: the extent to which task-related selection criteria reflect resource
complementarity in IJVs.

Partner-related Selection Criteria

Partner-related selection criteria refer to those variables that become relevant
only if the chosen investment mode involves the presence of multiple partners.
Some examples of partner-related selection criteria are national or corporate
culture of a partner, compatibility or trust between the partners’ management
teams, the degree of favourable past association between the partners, and the
size or corporate structure of a partner. Spekman et al. (1996) found that past
working experience with each other, similarities in corporate cultures, mutual
respect and a basic understanding of the other’s capabilities helped shape the
very early stages of the alliance building process.

Prior collaborative experience
A number of authors have pointed out the importance of prior relationships for
the formation of IJVs (Kogut, 1988; Gulati, 1995a). Chung et al. (2000: 5)
define a firm’s social capitalas its potentially beneficial relationships with
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external parties. Firms develop social capital through their participation in
collaborations and social capital is, by its nature, dependent upon history. In
other words, the current relations of a firm are products of its prior relational
activities as well as the basis upon which it establishes future social relations.
This social capital can function as a driver of IJV formation. Firms will utilize
their social capital in forming IJVs both to decrease the costs of searching for
partners and to create new economic opportunities. Under the conditions of
information asymmetry and bounded rationality, firms are likely to exchange
economic opportunities with the firms that they have collaborated with in the
past (Ben-Porath, 1980). Since finding the right partners with complementary
resource configurations is a costly and time-consuming process, both direct
and indirect prior collaboration experiences come into play in the selection of
partners. These experiences provide a firm with valuable information that it
can use to seek potentially beneficial partner firms.

In forming IJVs, a natural solution is for a firm to consider first previous
partners with which it has had direct prior experiences. Chung et al. (2000)
note that the tendency to conduct a limited search will be greater when a firm
has more stringent time constraints and is more uncertain about the benefits it
derives from the selected option. Co-operative ventures usually involve sig-
nificant uncertainty about future costs and benefits because of the possibility
of opportunistic behaviour and the lack of a clear authority relation. Moreover,
each partner has to invest a substantial amount of time and energy to establish
a long-term relationship (Burt, 1992). This investment is a fixed or sunk cost
and is impossible to recover (Ben-Porath, 1980). Further, changing partners in
the short run may involve significant switching costs and the risk that existing
relationships will come to an end. Consequently, when trustworthy partners
are already available, searching for new partners is difficult to defend. Gulati
(1995a) shows that the prior joint venture experience between two firms
enhances the possibility of their additional joint venture formation. Chung et
al. (2000) found a significantly positive coefficient of direct ties and alliance
formation. The second research question therefore concerns: The extent to
which a firm’s direct prior collaborative experience with a partner is an impor-
tant element of partner-related selection criteria.

Trust between top management
Buchel et al. (1998: 49) when discussing commitment and trust in IJVs note
that a strong conception of an IJV is characterized by the presence of commit-
ted individuals amongst the potential partners who support the creation of the
IJV. Often this commitment is based on mutual confidence exhibited by key
individuals. Also, trust is likely to come more easily where partners have had
prior business relationships. A trust-based relationship with repetitive
exchanges is beneficial for long-term partners because of the sharing of
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opportunities and valuable information (Burt, 1992; Mohr and Spekman,
1994). Information is often difficult and costly to obtain since it is not spread
evenly across all firms, but instead becomes available through social contacts
with immediate or intimate external parties.

Chung et al. (2000) argue that trust is achieved by the continuity of the re-
lationships between partners through reciprocal exchanges and by the mutual
recognition that what one might gain by cheating in a given instance is
outweighed by the value of the tradition of trust that make possible a long
sequence of future interactions (Schelling, 1960; Zucker, 1986). The trust
construct therefore stresses the importance of past experiences in dealing with
a particular partner (Elg, 2000).

There are many definitions of trust and an extended discussion of the
dimensions of the concept of trust are beyond the scope of this chapter. We
adopt the common sense understanding of the concept of trust that pervades
many definitions in that ‘it refers to the willingness of one party to relate with
another in the belief that the other’s actions will be beneficial rather than detri-
mental to the first party, even though this cannot be guaranteed’ (Child and
Faulkner, 1998: 45). Without imposing a concept of trust on respondents we
believe that this common sense understanding of trust would be one recog-
nized by respondents in the discussion of trust.

As noted, for trust to develop, time and repeated interactions are
necessary (Buckley and Casson, 1988). However, if prior relationships
between partners lead to trust between partners this confounds the partner-
related selection criteria as there is likely to be conceptual overlap between
the two criteria. This raises doubts as to whether prior relationships and inter-
partner trust should be treated as separate independent components of partner-
related selection criteria. Although a contentious issue, we adopt the view
that trust between the top management teams of the partners and prior re-
lationships can be identified empirically as separate components of partner-
related selection criteria. Although the development of trust is closely
identified in the literature with prior ties, such ties are not necessary for
trust to develop. IJVs are frequently established between partners which
have no prior ties, yet it is still possible for trust to develop between top
management teams during the negotiation phase of the IJV, a period during
which there would be repeated interactions. Moreover, prior ties could exist
between partners, firms, for example supply contracts, but these may not
have directly engaged the time or attention of the top management teams or
led to their interaction. For these reasons we treat trust between top
management teams as a separate partner-related selection criterion, which
is encapsulated in the third research question: The extent to which trust
between top management teams is an important element of partner-related
selection criteria.
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Status indicators
Firms are likely to consider the status of potential partners when forming IJVs,
and will probably establish ventures with firms of similar status (Podolny,
1994). Chung et al. (2000) found that status similarity of two investment banks
significantly increases the possibility of their alliance formation, and they
provide three possible reasons for this. First, is the signalling role of social
interaction. When the quality measure of an output is ambiguous, the status of
a focal firm and the quality of its outputs as perceived by others are dependent
on the status of other firms with whom the focal firm interacts (Podolny,
1993). The signalling effect of inter-firm alliances encourages firms to collab-
orate with others of similar status when the results of the transactions are
uncertain. Second, is the process of competitive isomorphism. When firms
compete with each other on the basis of their status, firms of similar status will
be in a similar competitive environment. Therefore, competitive isomorphism
will lead firms of similar status to have similar or compatible operating
systems and practices. This compatibility in operating systems is a catalyst in
helping partner firms co-operate more effectively with each other (Lorange
and Roos, 1992). For example, firms with similar administrative systems will
find it easier to evaluate, communicate and co-ordinate their co-operative
activities in an alliance. Finally, a firm also tends to seek a partner of similar
status because doing so makes it more likely that both parties will exhibit
increased levels of fairness and commitment in sharing both the costs and
benefits of an alliance. Dissimilarity of status is likely to lead to the situation
where the commitment of resources by the partner of higher status is the same
as the commitment of resources by the partner of lower status. Thus the
commitment of resources by the higher status partner will be far less than its
capabilities and will be less than what the firm of lower status expects. This is
likely to cause the latter firm to reduce the effort it contributes to the alliance.
The contrasting expectations of partners can thus lead to conflicts that often
make alliances between firms of dissimilar status less effective than those
between firms of similar status.

An important status indicator is the reputation of the potential partner firm.
By behaving reciprocally, an organization can build a good reputation of being
a reliable interaction partner as long as the organization’s behaviour is
observed by third parties. This reputation makes the organization very attrac-
tive to a third party that may be looking for IJV partners, even if this party does
not have any direct or indirect ties to the organization (Coleman, 1990;
Macaulay, 1963; Raub and Weesie, 1990).

Stuart et al. (1999) argue that an important category of information that influ-
ences the perception of the probability that a young company will succeed
relates to the attributes of its exchange partners. The prior accomplishments of a
new venture are usually insufficient to resolve the uncertainty about its quality;
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however, the social structure of business relationships can affect perceptions of
the quality and hence value of new ventures. This follows from the notion that
firms’ reputations are constructed in part from the identities of their associates
(Blau, 1964). Organizations that are thought to be reliable, accountable and
trustworthy are considered to have higher chances of survival and better perfor-
mance. The implicit transfer of status across organizational relationships (such
as an alliance), builds confidence about the quality of a new venture by key
stakeholders such as potential customers, suppliers, employees and investors.
In effect, firms often seek a form of endorsement in the market by engaging in
alliances with partners of high status. Moreover, through this process compa-
nies with prominent partners gain an advantage in the competition for
resources. In particular, if prominent organizations have greater or higher qual-
ity resources than other firms and if their partners enjoy access to some of these
resources then such ties will give a competitive advantage. Stuart et al. (1999:
321) claim that reputation and resource-access effects work in tandem to create
advantage for companies with prominent partners. They contend that inter-
organizational exchange relations in addition to providing resources also affect
reputations, which have a positive effect on performance. In this respect a
firm’s status may also act as a task-related selection criterion.

This discussion leads to the fourth research question: The extent to which
status indicators are an important element of partner-related selection criteria.

Partner differences
It may be more difficult to find compatible partners in cross-border JVs
because firms based in different countries may have largely different criteria
in selecting partners and thus seek different benefits from the alliances. Dacin
et al. (1997: 6) contend that it is unlikely that IJV partners will have complete
agreement on alliance objectives and expected benefits because the institu-
tional context in which the IJV is embedded varies by country. A significant
amount of economic interaction is embedded in cognitive, cultural, structural
and political factors that shape firm behaviour (Zukin and DiMaggio, 1990).
Differences and similarities between selection criteria employed by managers
is best appreciated, however, in the context of the distinction between task-
related selection criteria and partner-related selection criteria. It is to be
expected that partners will differ in task-related selection criteria because of
the need for synergistic resource complementarities. Task-related selection
criteria can be expected to be specific to the particular needs of an IJV,
whereas partner-related selection criteria will tend to be a more general set of
criteria, and will be far less dependent on the specific requirements for success
of the IJV. Firms are therefore unlikely to differ with respect to partner-related
selection criteria. This gives our final set of research questions: (i) The extent
to which task-related selection criteria does not differ between UK partners
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and European partners. (ii) The extent to which partner-related selection cri-
teria does differ between UK partners and European partners.

The set of task-related and partner-related selection criteria used in this
study was derived from previous studies (Geringer, 1988; 1991; Glaister and
Buckley, 1997). The questions relating to selection variables were ex post
measures of managers’ perceptions of the relative value of the variables at the
time of IJV formation. For the interview questionnaire the questions were
open-ended. For the self-administered questionnaire, responses were assessed
using five point Likert-type scales.

FINDINGS AND DISCUSSION

Task-related Selection Criteria

Resource complementarity
Complementarity of capabilities implies the possibility of synergy when the
partners’ resources are pooled together and thus enhances the likelihood of IJV
formation. Based on the interview data, Table 3.1 shows the task-related selec-
tion criteria as identified by the UK partners, the European partners, and the
perceptions of the IJV management of the respective partners’ task-related
selection criteria. Our data analysis revealed that in all but one case there is a
high degree of resource complementarity underlying the task-related selection
criteria, as indicated in column 6 of Table 3.1. In the single case where there
was no obvious task-related selection criteria (IJV 11) the partners indicated
the IJV was driven more by collusion (reduction of competition). Apart from
this case, the questionnaire data clearly indicates that task-related selection
criteria do reflect resource complementarity in IJVs.

While the recognition of resource complementarity between partners is
high, we found that there is a more limited recognition between partners and
IJV managers, as reflected in the final column of Table 3.1, which shows that
the recognition of resource complementarity is high in only six cases. It is not
surprising that partners are more acutely aware of resource complementarities
and synergistic needs as a rationale for partner choice than are the IJV
managers. Nevertheless, as is indicated in Table 3.1, IJV managers broadly
recognize the resource complementarities, and are in general agreement with
partners regarding the main task-related selection criteria.

A citation count of task-related selection criteria mentioned by partner
respondents and reported in Table 3.1, shows that for UK partners the most
cited task-related selection criteria are access to technology (9 counts), access
to the market (6), links with major buyers (5) and knowledge of the local
market (5). For European partners the most cited task-related selection criteria
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Table 3.1 Task-related selection criteria: questionnaire data (1)

JV UK partner wanted access to: European partner wanted access to: Recognition of complementarity:
UK partner perspective IJV management perspective European partner perspective IJV management perspectivePartners Partners & IJVM

1 The product The product The market The international market High High
Engineering capability Technology Links with major buyers Links to major buyers

Knowledge of international Knowledge of the market
markets Government bodies
Government bodies Technology

2 Technology Access to resources was of Skill in financial control Access to resources was of High Low
Links to major buyers low importance. Needed IJV Links with major buyers low importance. Needed IJV
Foreign Government for strategic reasons Knowledge of local culture for strategic reasons
funding Markets/links to major Knowledge of local markets Market/links to major buyers

buyers Government bodies Foreign Government
Foreign government funding funding

3 Technology Technology Materials/natural resources Market knowledge High Medium to high
Technological know- Labour
how Capital/finance

Distribution channels
Links with major buyers
Knowledge of the local
market

4 Markets/links with Knowledge of systems The product Process capability High Medium
major buyers integration Links with major buyers
Government bodies Knowledge of the local
Local culture market
Capital Government bodies

5 Marketing Links to buyers Capital/finance Raw materials High Medium
Knowledge of different Links to distribution channels
market Knowledge of the market
Knowledge of culture Knowledge of the local

culture
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Table 3.1 continued

JV UK partner wanted access to: European partner wanted access to: Recognition of complementarity:
UK partner perspective IJV management perspective European partner perspective IJV management perspectivePartners Partners & IJVM

6 Capital/finance Local market Business expertise Business expertise High High
Local market Knowledge of the local Market knowledge Market knowledge
Knowledge of the local market
market

7 R&D R&D Capital/finance Manufacturing know-how High High
Manufacturing know-how Production capacity
Local Market

8 Technology Market knowledge Government R&D funding Markets High Medium to high
Markets Markets Government bodies Government R&D funding
Government bodies Markets

Major buyers
9 Technology Technology Inputs Major buyers High High

R&D Plant design Markets Distribution channels
Production processes Major buyers

Distribution channels
10 Production processes Production knowledge Technology Knowledge of technology High High

Production planning Design competence development skills
Brand name

11 Good dividends from Knowledge of markets Not looking for access to Product range Low Low
shareholding – good Distribution network resources, involved so the Geographical market
return on investment. Geographical market partner would not provide

competition
12 Technology Technology Finance Finance High High

The product The product Buyers Buyers
13 Technology Technology Markets Managerial capability and High Medium to high

Markets/links with Markets/links with major The product skills
major buyers buyers
Knowledge of Knowledge of production
production process processes
Production capacity Knowledge of market
Knowledge of the local Knowledge of local culture
market
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14 Local brand names Product knowledge Distribution channels Local market High Medium to high
Technology Brands Links with major buyers Distribution channels
The product Knowledge of the local market
Knowledge of production
processes/Production
capacity
Links with major buyers

15 Knowledge of local The market Technology Technology High Medium to high
market/industry Finance Finance
Operating permits
Market/Links with
major buyers

16 Growing capacity Technology Finance Distribution High Medium to high
Natural resources Links with buyers Access to finance
Technology

17 Production process Finance Technology Technology High Medium to high
Production capacity Production capacity Technical knowledge
Market knowledge

18 Labour Inputs Technology Knowledge of the business High Medium to high
Inputs Knowledge of local market Distribution channels Cash and funding
Regulatory permits Government bodies Major buyers International market
Knowledge of local
culture
Government bodies

19 Technology Technology Technology Product development High Low
The product Markets

20 Regulatory permits Regulatory permits Finance Finance High Medium to high
The market The market Major buyers



are access to links with major buyers (11), knowledge of the market (7), access
to capital/finance (7) and access to the market (5). At the aggregate level the
major difference in task-related selection criteria between the partners is the
greater need to access technology by the UK partners and the greater need to
access links with major buyers by the European partners.

Questionnaire respondents were asked to assess on a five-point scale ‘How
important was the formation of the joint venture in allowing access to inputs
that your companydid not have?’ In Table 3.2 criteria are ranked by mean
order of response. The median value of the five-point scale is 3. For UK part-
ners no task-related selection criterion exceeds this value. However, the high
ranked set of criteria for UK partners are access to knowledge of local market,
links with major buyers and access to capital and finance. For European part-
ners three task-related selection criteria exceed the median value, in rank order
these are access to production capacity, access to distribution channels and
access to technology. There is clearly some variation in rank order and level
of importance of the task-related selection criteria between the two sets of
partners. However, non-parametric tests of difference in means reveals only
one significant difference, that relating to access to distribution channels
(Mann–Whitney U = 58.0, p = 0.023), where the importance of this criterion
is greatest for the European partners. These findings corroborate the question-
naire data in supporting the view that task-related selection criteria reflect
resource complementarities in IJVs.

Table 3.2 also shows the ranking of IJV managers’ perceptions of task-
related selection criteria of the respective partners. Comparing UK partners
and IJV management responses, there are some differences in rank order,
although the first two ranked task-related selection criteria for UK partners are
ranked third and first respectively by the IJV managers. Tests of difference in
means indicate there is only one significant difference, that relating to access
to distribution channels (Mann–Whitney U = 135.0, p = 0.018), ranked 11 by
UK partners but ranked 2 by IJV managers.

Comparing European partners and IJV management responses, again
there is some variation in rank order of task-related selection criteria,
particularly between the highest ranked criterion for each group. Tests of
difference in means indicate only two significant differences, those relating
to access to local brand names (Mann–Whitney U = 147.5, p = 0.012) and
access to production capacity (Mann–Whitney U =137.9, p = 0.015), both
of which are considered more important task-related selection criteria by
the European partners than by the IJV management. Overall the findings of
the questionnaire data support the findings of the interview data, which are
that IJV managers broadly recognize the resource complementarities, and
are in general agreement with partners regarding the main task-related
selection criteria.
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Table 3.2 Task-related selection criteria: questionnaire data (2)

UK partners European partners IJV managers IJV managers
(UK partner (European partner
perspective) perspective)

Access to: Rank Mean SD Rank Mean SD Rank MeanSD Rank Mean SD

Materials/natural resources 13 1.67 1.23 11= 2.13 1.68 14 1.58 1.18 10 1.97 1.28
Technology 5 2.47 1.76 3 3.20 1.74 4 2.74 1.51 6 2.50 1.50
Labour 14 1.53 1.18 9= 2.20 1.42 13 1.61 1.05 12 1.87 1.20
Capital/finance 3 2.64 1.69 13 2.07 1.48 7 2.41 1.18 4 2.62 1.36
Distribution channels 11 1.87 1.25 2 3.27 1.62 2 2.90 1.42 2 2.84 1.48
The product 6 2.33 1.67 4= 3.00 1.65 5 2.67 1.49 5 2.53 1.46
Knowledge of production processes 9= 2.07 1.58 6= 2.67 1.54 8 2.38 1.54 9 2.15 1.32
Production capacity 4 2.53 1.76 1 3.47 1.25 6 2.45 1.46 7 2.44 1.26
Regulatory permits 7 2.27 1.75 14 2.00 1.36 12 1.74 1.34 13 1.53 0.98
Local brand names 12 1.80 1.27 8 2.53 1.55 11 1.87 1.23 14 1.40 0.80
Links with major buyers 2 2.73 1.38 6= 2.67 1.59 1 3.19 1.25 1 2.90 1.42
Knowledge of local market 1 2.93 1.44 4= 3.00 1.46 3 2.87 1.46 3 2.75 1.48
Knowledge of local culture 8 2.20 1.42 9= 2.20 1.47 9 2.32 1.45 8 2.28 1.40
Govt and admin bodies 9= 2.07 1.62 11= 2.13 1.55 10 1.94 1.37 11 1.88 1.26

Note: The mean is the average on a scale of 1 (= ‘of no importance’) to 5 (= ‘very important’).



Partner-related Selection Criteria

Prior collaborative experience
A count of the number of prior relationships between the partners reported
by the interviewees is shown in Table 3.3. Reported prior relationships
included technology transfer agreements, R&D agreements, supply
contracts, marketing agreements, relationships as trading partners, licens-
ing/patent agreements, previous joint ventures, and personal relationship
between the top management of the partner organizations. It is clear from
Table 3.3 that knowledge and recall of prior relationships tended to vary
between the partners to an IJV, with one partner usually identifying more
prior relationships than another.

Table 3.3 also reports the summary view of the respondents on whether the
degree of favourable past association between the partners acted as a partner
selection criterion. For the 14 UK partners who identified a prior relationship
this was considered to be a relatively important influence on partner selection
by nine respondents, but not of importance by four respondents. For the 15
European partners who identified a prior relationship, this was considered to
be a relatively important influence on partner selection by nine respondents,
but of relatively little importance by two respondents, with a further two
respondents not providing an opinion.

The data therefore suggests that the degree of favourable past association
often acts as a selection criterion. Further examination suggests, however,
that the strength of past association as a selection criterion increases with the
number of prior ties. Examination of the partner comments on the degree of
favourable past association as a selection criterion summarized in columns 4
and 5 of Table 3.3, by the number of prior relationships, reveals that where
there are few prior relationships the degree of favourable past association
has a low importance as a partner-related selection criterion. However,
where there have been several prior relationships then the degree of
favourable past association becomes of greater importance. Although not a
monotonic relationship, generally as the number of prior ties increases, the
degree of favourable past association becomes of more importance as a
partner-related selection criterion. Table 3.3 also shows the degree of simi-
larity of view between the partners with respect to the importance of past
association as a selection criterion. In general there is a close similarity of
view between the partners, either in terms of the importance or lack of
importance of this criterion.

Questionnaire respondents were asked to assess on a five-point scale how
much importance they placed on a set of partner-related selection criteria.
These criteria are ranked by mean response in Table 3.4. As is shown in Table
3.4, the degree of favourable past association between partners is considered
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Table 3.3 Prior relationships and favourable past association as a partner selection criterion: interview data

Prior ties Degree of favourable past association between the partners:

JV UKP EP UK partner European partner Similarity
of view

1 1 3 Not a key issue I wouldn’t say first on the list but certainly important Low
2 5 3 Yes, that was strong. That was important, That played a role. Both partners knew each other

we knew we could work with them at the operational level High
3 0 0 No past association No past association High
4 0 2 No past association Meant very little High
5 6 7 Of key importance, JV grew out of Of key importance, JV grew out of long-standing

long-standing relationship relationship High
6 0 0 No past association No past association High
7 0 0 No past association No past association High
8 1 5 Limited past association, known each other Very important Low

for many years as competitors
9 1 2 No, this wasn’t a factor No High

10 4 1 No, that wasn’t very important Yes, that was important Low
11 3 2 This was very important – –
12 0 2 No past association I believe it was an important criterion Low
13 2 1 Yes, probably important – –
14 1 0 Not important/not relevant Not particularly relevant High
15 4 1 There had been associations before and that There had been associations before and that

influenced the decision influenced the decision High
16 6 3 High importance Very important High
17 2 1 I’m sure that had an influence This was a positive factor High
18 0 0 Not relevant, no past association Not relevant, no past association High
19 1 4 Yes, that was quite good. We’ve never had Not the most important thing Medium

negative relationships with them, we’ve known
them for a number of years

20 3 3 That certainly was a factor, there was a very The fact that we had a previous relationship was
good relationship a factor High

Note: UKP = UK partner; EP = European partner
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Table 3.4 Importance of partner selection criteria: questionnaire data

All partners UK partners European partners

Criteria Rank Mean SD Rank Mean SD Rank Mean SD

Trust between the top management teams 1 4.27 0.86 2 4.20 0.94 1 4.33 0.82
Relatedness of the partner’s business 2 4.13 1.04 1 4.33 0.82 4 3.93 1.22
Reputation of the partner 3 4.07 0.88 3 4.07 0.96 2 4.07 0.88
Financial stability of the partner 4 3.80 1.13 4 3.60 1.18 3 4.00 1.06
The partner company’s size 5 3.33 1.12 5 3.07 1.22 5 3.60 0.99
Degree of favourable past association between partners6 2.48 1.32 6 2.33 1.29 6 2.64 1.39

Note: The mean is the average on a scale of 1 (= ‘of no importance’) to 5 (= ‘very important’).



to be the least important of those listed, with the mean score below the median
of the scale. A non-parametric test of differences in means shows no signifi-
cant difference between the means of UK partners and European partners
(Mann–Whitney U = 91.5; n.s.).

Evidence from this sample of IJVs provides limited support for the view
that a firm’s direct prior collaborative experience with a partner is an impor-
tant element of partner-related selection criteria. From the interview data it is
clear that for any given IJV the degree of favourable past association between
partners is neither a necessary nor a sufficient condition for partner selection.
However, as the number of prior ties rises, this tends to increase the impor-
tance of favourable past association as a partner-related selection criterion.
From the questionnaire data the degree of favourable past association between
partners is clearly of less importance than other partner selection criteria. This
latter finding provides further support for the findings of Geringer (1988) and
Glaister and Buckley (1997).

Trust between top management teams
The majority of interview respondents considered trust between top manage-
ment teams to be an important partner-related selection criterion. Fifteen of the
20 UK partners and 15 of the 20 European partners were of the view that trust
between the top management teams was of medium to high importance as a
partner-related selection criterion with a clear majority of partners from both
groups considering this criterion of high importance. Further examination of
the interview data reveals that trust tended to grow over the negotiation phase
and/or was associated with the degree of favourable past association between
the partners.

Evidence from the questionnaire data on the importance of trust between
the top management teams as a partner-selection criterion is shown in Table
3.4. For the partner groups combined and for the individual partner groups,
trust between the top management teams is ranked first of all the partner-
related selection criteria, with the mean score considerably above the median
of the scale. A non-parametric test of differences in means shows no signifi-
cant difference between the means of UK partners and European partners with
respect to the importance of trust between the top management teams
(Mann–Whitney U = 105.5; n.s.).

Findings from this sample of IJVs provide strong support for the view
that trust between top management teams does comprise an important
element of partner-related selection criteria. The findings also provide
further support to Glaister and Buckley’s (1997) findings that trust between
the top management teams is an important partner-related selection
criterion.
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Status indicators
Based on the prior literature, this study examined three status indicators:
reputation of the partner, financial stability of the partner and the partner
company’s size. A quantitative summary of the relative importance of status
indicators drawn from the interview data is shown in Table 3.5. For UK
partners financial stability is seen as relatively more important than reputa-
tion, with company size being viewed as relatively less important. For
European partners reputation and financial stability are viewed as being
equally important, with company size only marginally less important. It is
not surprising that reputation and financial stability are viewed as being
important partner-related selection criteria. Few companies would seek a
partner that had a poor reputation or that was financially insecure. Further
analysis of the interview data revealed that where the partner was not well
known prior to the formation of the IJV then information was obtained to
check the reputation of the firm. In addition, reputation appeared to be one
of the factors that persuaded one firm to choose a particular partner rather
than an alternative. While company size featured as being relatively less
important for UK partners there was some evidence from the data that
company size was often used as a proxy for financial strength. Where firms
were seeking substantial financial inputs for capital investment or to fund
R&D, company size was seen as a measure of the ability of the partner to
sustain the level of finance required.

The ranking of status indicators from the questionnaire data by mean
level of importance is shown in Table 3.4. These rankings are in accord with
the findings of the interview data. For both sets of partners, reputation is
seen as a more important status indicator than financial stability of the part-
ner, with the partner company’s size being marginally less important. For
both partner groups, reputation of the partner and financial stability of the
partner exceed the median measure of the five-point scale. This indicates
the relative importance of these criteria in partner selection. Although the
partner company’s size is of less importance as a partner selection criterion
than other status criteria, the mean values indicate that it is still of some
importance. Non-parametric tests of differences in means show that there
are no differences between the views of the UK partners and the European
partners on the relative importance of status indicators as partner-related
selection criteria. The rank order of status indicators support previous find-
ings of Glaister and Buckley (1997) for a sample of UK IJV partners, who
reported that reputation and financial stability of the partner were more
important than the partner company’s size as partner-related selection cri-
teria. In summary, the evidence from this sample of IJVs provides support
for the view that status indicators are important elements of partner-related
selection criteria.

48 Strategic business alliances



4
9

Table 3.5 Status indicators – quantitative summary: interview data

Status indicators Important Not Important Missing Total

UK partners No. Valid % No. Valid % No. % No. %

Reputation 13 72.2 5 27.8 2 10 20 100
Company size 10 52.6 9 47.3 1 5 20 100
Financial stability 16 84.2 3 15.8 1 5 20 100

European partners
Reputation 17 89.5 2 10.5 1 5 20 100
Company size 14 82.3 3 17.7 3 15 20 100
Financial stability 17 89.5 2 10.5 1 5 20 100

Total partners
Reputation 30 81.1 7 18.9 3 7.5 40 100
Company size 24 66.7 12 33.3 4 10 40 100
Financial stability 33 86.8 5 13.2 2 5 40 100



Partner Differences

The data provided evidence that there are differences between UK partners
and European partners with respect to task-related selection criteria, but
there are few differences between UK partners and European partners with
respect to partner-related selection criteria. The interview data clearly
demonstrate that there are differences between partners with respect to task-
related selection criteria based on resource complementarity. While gener-
ally supporting this conclusion, only limited statistical support for this
finding was provided by the questionnaire data. As expected, there are rela-
tively few differences between UK partners and European partners with
respect to partner-related selection criteria, with the interview data and the
questionnaire data leading to the same conclusions. Findings from this
study indicate that there is greater consensus among the partner groups on
the relative importance of partner-related selection criteria than on the
importance of task-related selection criteria. Partner-related selection cri-
teria tend to be generic between groups of partners, whereas task-related
selection criteria are clearly specific to the needs of the venture. In conse-
quence there will tend to be agreement between partner groups on partner-
related selection criteria but more sharply drawn differences on the
importance of various task-related selection criteria.

CONCLUSIONS

The ultimate success of an IJV is intimately bound up with the nature of the
partner firms. Consequently, the choice of partner is a crucial variable influ-
encing IJV performance. This chapter serves to build on prior research,
which has emphasized both resource complementarity and the role of the
social structural context in alliance formation, by investigating IJV partner
selection through an examination of the nature of task-related and partner-
related selection criteria. In doing so it has sought to clarify and elaborate
the nature of these types of selection criteria and to identify the relative
importance of each from the perspectives of the different elements of an
IJV. The contribution of this chapter is to elucidate the interplay of task-
related and partner related selection criteria in UK–Western European IJVs.
This study is novel in that it has approached partner choice from an exam-
ination of interview and questionnaire data obtained from both partners and
managers of an IJV.

Findings support the contention of the first research question that task-
related selection criteria reflect resource complementarity. Underlying the
task-related selection criteria view of partner selection is a contingency view

50 Strategic business alliances



of the merits of a co-operative strategy that emphasizes the matching of part-
ners, rather than looking at co-operation from a single partner’s point of view
(Faulkner and de Rond, 2000).

On prior relationships (research question two), the findings indicate that
the degree of favourable past association between partners appears to
become a more important partner-related selection criterion as the number
of prior ties between partners increases. The relative importance of this
criterion is then itself a function of the number of prior ties. Findings show
that trust between top management teams is an important element of
partner-related selection criteria (confirming the expectations underlying
research question three). Of the partner-related selection criteria examined
in the study, trust between top management teams was considered the most
important by both UK and European partners. The study confirmed the
importance of a number of status indicators as partner-related selection
criteria (supporting the expectation underlying research question four). The
status indicators of reputation of the partner, financial stability of the part-
ner and to a lesser extent the partner company’s size are important elements
of partner-related selection criteria. With respect to the fifth research ques-
tion, the study found that there is greater consensus between the partner
groups on the importance of the set of partner-related selection criteria than
on the different factors of task-related selection criteria. It is conjectured
that this is because the former tend to be general partner requirements,
while the latter are specific to the needs of the venture.

It is clear from the findings of this chapter that partner selection is a
complex and multifaceted phenomenon. The drivers of partner choice are an
inter-linked combination of factors hinging not only on resource complemen-
tarity but also on the social structural context of alliance formation in terms of
the relational experiences and characteristics of the partner firms. In this
context the identification of task-related and partner-related selection criteria
provides an appropriate typology of partner choice. While this dichotomy
provides an extremely useful perspective on choice of partner, it tends to
obscure the fact that in reality partner choice is a synthesis of these two sets of
criteria. This presents an ongoing challenge in terms of identifying the domi-
nant force in driving partner choice and in uncovering the hierarchy of choice
criteria.

One limitation of the findings to the study is that the sample is drawn from
IJVs between partners from the advanced industrial economies of Western
Europe. Extrapolating the findings to IJVs between partners from other parts
of the Triad or between partners from developed and developing nations may
be problematic.

A consideration of the research questions of this study with samples
drawn from a broader range of IJV partners represents a further research
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opportunity. IJV formation is a highly popular strategy employed by many
firms, but IJVs continue to have a high mortality rate. It is important for
managers embarking on a strategy of IJV formation to know and compre-
hend the partner company. Clearly, there remains a research imperative to
examine and understand the criteria used for partner selection if the success
rate of IJVs is to be improved.

52 Strategic business alliances



4. Management control

INTRODUCTION

A key challenge of corporate governance is the manner in which corporate
owners can exercise effective control over the direction of their companies.
Control raises questions concerning the rights of smaller versus dominant
stockholders and how managers can be held accountable as the agents of
corporate owners. These questions have been addressed mainly to unitary
enterprises, but comparable issues arise in international joint ventures, where
the partners in IJVs are also in the position of co-owners.

IJV governance defines how an IJV is managed, how it is organized and
regulated by agreements and processes, and how the partners control and
influence its evolution and performance over time (Doz and Hamel, 1998:
120). Management control is the process by which a parent organization influ-
ences its subunits (the IJVs) to behave in ways that lead to the attainment of
organization objectives and the organization’s ability to influence IJV
activities and how they are performed (Lin et al., 1997). Control is recognized
as a critical issue for the successful management and performance of IJVs
(Geringer and Hebert, 1989). Problems may arise both in relations between the
partners, who may be concerned with the extent to which each of them can
influence the IJV so that it meets their objectives, and between the partners
and their agents – the managers of the IJV. Parents must ensure that IJV
managers are held accountable for performance to the owners. While this situ-
ation is not unique to IJVs, it can be complicated by the presence of multiple
partners, who may seek to introduce different performance priorities and
different control systems into the IJV.

Despite its importance for partner firms, there is relatively little evidence
on control in IJVs, or on the factors which provide for control. Among the
prior studies there is also the complication that some have examined control in
IJVs between partners from developed countries, while others have investi-
gated control in IJVs between developed and developing country partners
(Beamish, 1985; 1988).

The goal of this chapter is to identify and examine the dimensions of
control for the sample of UK–Western European IJVs in terms of the mech-
anisms of control, the extent of control and the focus of control. The chapter
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is organized as follows: literature on IJV control and research questions relat-
ing to the study are discussed in the following section. Findings and discus-
sion are in the fourth section. Conclusions are given in the final section.

LITERATURE REVIEW

IJVs are normally established to exploit complementarities between partners,
who supply a range of resources, skills and knowledge (Glaister and Buckley,
1996). IJV partners face the problem of protecting the integrity and use of the
resources they supply, and therefore have a motive for seeking a degree of
control over the IJV. The need for control is reflected in the threats partners
may face to the integrity of the resources they provide (Child and Faulkner,
1998: 185). First, one partner may gain access to the core competencies of the
other partner, either deliberately through acts of opportunism or from simple
‘leakage’ or ‘bleedthrough’ (Harrigan, 1985; Hamel, 1991), which incurs the
risk of undermining the competitive advantage that the supplying partner
enjoys and strengthening the competitive position of the receiving partner.
Second, a partner will be concerned with how the resources are used in the IJV.
A poor use of the resources could damage the reputation of the partner’s prod-
ucts in other markets, for example, if their quality suffers and they are
provided with inferior after-sales support. Third, a partner may seek to secure
IJV control if it believes that a shared system of control may lead to a lack of
cohesion and unity that would threaten the operating efficiency and overall
performance of the IJV.

The Dimensions of IJV Control

Geringer and Hebert (1989) presented a conceptual framework which suggests
three dimensions of parent control of IJVs: the mechanismsof control, that is
the means by which the control is exercised; the extentof control, that is the
degree to which the parents exercise control; the focusof control – or the scope
of control – which is the area of the JV’s operation over which control is exer-
cised. Each of these dimensions is now considered more fully.

Control mechanisms
The partners adopt different kinds of control mechanisms depending on levels
of strategic interdependence and environmental uncertainty (Kumar and Seth,
1994). These mechanisms range from formal methods of control such as ma-
jority equity shareholding, the IJV board, selection of board members, veto
rights and appointment of key IJV managers, to more informal methods such as
development of personal relations and assigning an executive as ‘ambassador’
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of the partner. A summary of control mechanisms identified in the literature is
shown in Table 4.1.

In order to achieve effective managerial control, the parent companies of
IJVs frequently rely upon majority equity shareholding. In legal terms formal
ownership conveys rights to control an IJV that exist in proportion to the share
of equity held. The main mechanism for exercising these rights is the board of
directors through the powers reserved to the board in the JV contract. The
frequency with which the board meets and the scope of its agenda bear upon
its effectiveness as a control mechanism for the majority partner. However,
control through the board is necessarily qualified. If exercised too frequently
and in a domineering manner, it is likely to lead to significant ill will and the
eventual breakdown of the IJV.

There are limitations on equity holding as a control mechanism. First, the
decisions of an IJV’s board of directors cannot be expected to reflect a ma-
jority equity position without any qualification. Second, majority equity share
can provide for control over IJV policy but may not be an effective means of
control at the operational level. This is because considerable reliance often has
to be placed upon another partner’s managers and staff for the implementation
of policy. This is especially true of IJVs whose operations are located in the
other partner’s country. Concerns over majority equity shareholding as a
mechanism of control have led to an interest in mechanisms for control over
IJVs other than equity share. This leads to the first research question which
concerns the identification of control mechanisms adopted by partners to
ensure IJV control, and the extent to which different partners to a venture may
seek to influence IJV management through different mechanisms of control.

Extent of control
The extent of control is dependent upon the centralization or location of the
decision-making process. An important contribution of this perspective is that
it regards control as a continuous variable, that is parents can exercise differ-
ent degrees of control over the IJV rather than it being a question of having
either total control or no control. An early study adopting this perspective was
that of Killing (1983) who observed that some JVs were easier to manage than
others, and this was when one parent was willing to adopt a passive role, leav-
ing the other dominant parent to run the JV. Killing concluded that the more a
JV can be run as if it has only one parent, the simpler will be its management
task and the better its performance.

Child et al. (1997) identified four significant bases for control in 67 Sino-
foreign equity JVs. First, majority equity shareprovided for dominant control
over key policy decisions, including a JV’s strategic priorities, reinvestment
policy and profit distribution. Second, the nomination of the general manager
and the heads of certain functions, particularly finance, increases a foreign
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Table 4.1 Control mechanisms

Mechanism Comment

Formal mechanisms Formal methods to improve operational control over an IJV

Majority equity shareholding From the legal perspective, formal ownership conveys rights to control an IJVthat exist in
proportion to the share of equity held.

The board of directors The main mechanism for exercising rights to control is through the powers reserved to the
board. The board normally decides on policy issues such as approval of the IJV’s business 
plans, capital expenditure budgets, senior appointments and overall performance.

Selection of board members The partners can exercise control not only over the choice of board members, but also
over the way they vote on the board.

Right to veto Parents, including minority parents, may be able to negotiate the inclusion in a JVcontract 
of the right to vetoboard decisions that are important to their interests.

Appointment of key IJV To run the venture or manage critical functions such as marketing or R&D. This can be 
managers an important means for a partner to maintain operational control, particularly where the 

partner is geographically remote or is a minority equity-holder.
Formal contractual agreements These may set out certain rights to the partner relating to technology (e.g. licensing) or

management (e.g. key appointments, management systems and services).
Structuring the IJV–partner These include the reporting relationships upwards from the IJVto a parent company,
relationships formalizing its planning and approval processes for capital budgeting and resource

allocation, and laying down procedures and routines for the IJV to follow.
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Composition of documents These set out the obligations of the partner companies. The development of a business 
plan is the main instrument of control, because it involves shared planning of the IJV’s 
future turnover and making joint decisions on activities and markets.

The provision of HRM Selection, training and development, career advancement and remuneration, can
programmes and systems help to control the quality of the IJV’s staff and help to lay down an organizational

culture which is consistent with the partner’s own.
Incentive systems Incentive systems for IJV managers increase the likelihood that the management of the 

IJV will act in the parent’s interests.

Informal mechanisms Informal methods to improve operational control over an IJV
Personal relations with the In the course of time, personal contacts develop alongside the official structures. These
IJV’s senior managers contacts promote the exchange of information and thus contribute indirectly to the 

achievement of objectives.
Transfer of loyal members of Loyalty to the partner is strengthened because these managers develop social contacts and 
the partner companies become part of an informal network who work in the JVbut maintain their relationships 

with the partner. This loyalty also increases the partners’ influence over the JV.
‘Ambassador’ of the partner The partner company can assign an executive with sufficient time and resources to

monitor the IJV’s progress and to support this with the necessary personal contact.
Personal relations between Technical, advisory and managerial inputs offered to an IJVon a continuing basis, and 
partner and IJV staff accompanied by the maintenance of close relations between the parent and its IJV, can 

have a considerable potential for enhancing operational control.

Sources: Tomlinson, 1970; Stopford and Wells, 1972; Lecraw, 1984; Child et al., 1997; Buchel et al., 1998; Harrigan, 1986; Schaan, 1988; Child and
Faulkner, 1998; Lyles, 1987; Frayne and Geringer, 1990; Killing, 1983.



parent’s control over a wide range of JV decisions. Third, legal contractsare
intended primarily to provide security for foreign technology, to guard against
leakage, to guarantee standards, and to secure an income stream from royal-
ties. They are also used to protect brands. Fourth, provision of non-contractual
support, including product know-how, production technology, marketing
assistance, management systems and training, by Chinese JV parents, added
appreciably to the influence they possessed in many areas of JV management.

These findings are broadly comparable with those of Yan and Gray (1996)
for US–China JVs, regarding the impact of resource provision by parent
companies upon their levels of JV control. Yan and Gray found that the equity
share held by a parent is a stronger predictor of what they called strategic
control than is non-capital resource provision, while they found that non-
capital resourcing is more predictive of operational control.

Glaister (1995) found that those UK partners which owned at least a half
share of the IJV not only possessed the control advantages associated with being
the majority equity holder, but also in most cases had been able to build upon
this advantage by deriving several other mechanisms of control. These included
appointing the JV’s general manager, sourcing the JV’s management team,
providing its accounting, planning and control systems, and being the more
active partner in its general management and in all the main management func-
tions except R&D and marketing. When the foreign partner held a majority
equity share, it was similarly able in many cases to introduce much the same
pattern of additional control mechanisms. These findings are in contrast to
Schaan’s (1988) conclusion that a JV partner can secure control even while
owning a minority equity share. Child and Faulkner (1998) point out this may
be due to the contrast between IJVs between developed country partners, as in
Glaister’s study, and those between developed and developing country partners,
as in Schaan’s sample. In the latter case, IJVs depend quite highly on the devel-
oped country partner for technical and managerial skills, thus providing it with
a substantial alternative basis for exercising control, even if it has a minority
equity holding. By contrast, IJV partners from highly developed countries will
tend to be more balanced in their managerial and technological competencies.
They are therefore less likely to be able to use these to derive further control
advantages unless they enjoy the right to do so which flows from a majority
equity share (Child and Faulkner, 1998: 199). In summary, the extent to which
partner control will vary with the equity share of the partner appears to be some-
what ambiguous. This leads to the second research question which concerns how
the extent of partner control will vary with the equity share of the partner.

Focus of control
The realisation that control in IJVs does not have to be an all-or-nothing
phenomenon has drawn attention to the possibility that parents may seek to
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focus their control on specific activities, decisions or processes which they
perceive to be crucial for the IJV’s performance or for the achievement of their
own strategic objectives (Geringer and Hebert, 1989; Child and Faulkner,
1998: 190). Child et al. (1997) point out that the transactions costs of manag-
ing some areas of IJV activity may be less for one partner because of its
acquired competence and familiarity than for another partner. These consider-
ations support ‘the notion of parent firms’ parsimonious and contingent usage
of resources for controlling IJVs’ (Geringer and Hebert, 1989: 240). They
imply that IJV owners may seek to concentrate on providing certain resources
and on controlling certain decision areas and activities. Child and Faulkner
(1998: 187) argue that a key distinction is that between strategic control and
operational control (Yan and Gray, 1994a; 1994b).

Schaan (1983) explored the focus of control in a study of ten IJVs located
in Mexico. He explicitly defined control as ‘the process through which a
parent company ensures that the way a JV is managed conforms to its own
interest’ (1983: 57), and he demonstrated that parent companies tended to seek
control over ‘strategically important activities’ rather than over the whole JV.
Geringer’s (1988) study of 90 developed-country JVs supported Schaan’s
finding that control had a focus dimension, in that parents may choose to exer-
cise control over a relatively wide or narrow range of the JV’s activities. Child
et al. (1997), using their sample of Sino-foreign equity JVs, also found that
foreign- and local-partner control was focused to some extent on those areas
of JV activity in which they enjoyed competence advantages. Glaister (1995)
also found evidence that supports the view that parents will seek to gain
control over particular decisions and activities of the venture, rather than
attempting to achieve overall control. The evidence indicated that different
parents would be more active in different functional areas of management. The
particular focus of control was conjectured to be a function of the relative
competencies and pressing interests of the separate partners. This discussion
leads to the final research question which seeks to identify which aspects of
IJV control partner firms will choose to focus on and the drivers of this focus
of control.

FINDINGS AND DISCUSSION

Mechanisms of control

The nine most frequently cited mechanisms of control identified by the inter-
view respondents are shown in the columns of Table 4.2, with the partner firms
using these mechanisms denoted with an ‘X’. The most commonly adopted
mechanism of control is through the formal mechanism of board level decisions,
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Table 4.2 Mechanisms of control used by partners to influence IJV management: interview data

JV Board & Appointments Geographical Functional Executive Personal & Accountancy Operational Financial Number of
sub- to key posts proximity competencies management professional & reporting control control mechanisms

committees team relationships practices used

UKP1 X X X X X 5
EP1 X X X X X X 6
UKP2 X X X X X 5
EP2 X 1
UKP3 X X X 3
EP3 0
UKP4 X X X 3
EP4 X X 2
UKP5 X 1
EP5 X 1
UKP6 X X X 3
EP6 X X X 3
UKP7 X 1
EP7 X 1
UKP8 X X 2
EP8 X X 2
UKP9 X X X 3
EP9 X X 2
UKP10 X X X X 4
EP10 X X X 3
UKP11 X 1
EP11 X 1
UKP12 X X X 3
EP12 X X 2
UKP13 X X X 3
EP13 X X X 3



6
1

UKP14 X X X X X 5
EP14 X X X X X 5
UKP15 X X X X 4
EP15 X X X 3
UKP16 X X 2
EP16 X X 2
UKP17 X X 2
EP17 X 1
UKP18 X X X X 4
EP18 X X X 3
UKP19 X X X 3
EP19 X X 2
UKP20 X X X 3
EP20 X X X X 4
Per cent 87.5 27.5 20.0 17.5 15.0 55.0 7.5 25.0 12.5



and/or sub-board level, that is meetings between partners and IJV managers in
a structured manner but outside the board meetings (adopted by about 88 per
cent of the partners). Other regularly adopted mechanisms are personal and
professional relationships (55 per cent), appointments to key posts (about 28
per cent), operational control (25 per cent), and geographical proximity (20
per cent). Other identified mechanisms of control are financial controls,
accountancy and reporting practices, and influence through functional compe-
tence (for example, where one partner specializes in manufacturing, this part-
ner can influence the IJV management through its close involvement in this
activity), and daily dealings with the IJV management through the executive
management team.

Although a high proportion of partners seek to influence IJV management
through the formal mechanism of the board and sub-committees, closer exam-
ination of the data reveals that much of the sub-board control is also informal
in nature. Respondents reported that problems were often discussed prior to
board meetings and resolved before there was a formal board discussion. In
general, there tended to be a fluid system of communication, advice, request
and pressure between partners and the IJV management before issues were
resolved formally at the board.

While partners acknowledge that they can have an informal influence on
the IJV management, in practice they may choose not to exercise this influ-
ence but instead operate formally through the board. Some respondents felt
that it was legitimate to influence the IJV management only through the board
and that informal approaches should be avoided. Each partner was then seen
to be applying the same rules and this was felt to encourage the development
of trust and mutual forbearance, and was likely to promote goodwill and
harmony between the partners. In contrast, where one partner was observed to
influence the IJV management through informal means, this was likely to lead
to tension between the partners and the breakdown of a harmonious and trust-
ing relationship. The relationship between the parents and IJV management is
crucial when one partner attempts to influence the IJV management in a
surreptitious way. Should this occur there was an expectation that the IJV
management would inform the other partner.

It is not particularly surprising that so many partners adopt the mechanisms of
direct contact between partners and senior IJV managers through personal and
professional relationships, the appointment of key personnel in the IJV, and direct
operational control. What is somewhat surprising is the discovery that so many
partners use the mechanism of geographical proximity. Where a partner’s busi-
ness operation is located close to the business operation of the IJV (in some
instances a partner and IJV shared the same physical site), this physical proxim-
ity provides the partner with easy access to the IJV management and an ability to
exercise influence in a way that the more distant partner is unable to achieve.

62 Strategic business alliances



In several IJVs there is a symmetrical pattern of control in that both partners
use the same mechanisms of control. This is most clearly the case when control
through the board is the only mechanism used by both partners; however, there
are three instances (IJVs 8, 13 and 14) where several of the same mechanisms
are adopted by both partners. In 14 of the 20 IJVs, however, there is an asym-
metrical pattern of control in that the partners to an IJV adopt different mecha-
nisms of control. In IJV 2, for example, the UK partner uses a range of control
mechanisms which are not adopted by the European partners; in IJV 15 the UK
partner uses four mechanisms of control of which two are not used by the
European partner, while the European partner uses three mechanisms of
control, of which one is not used by the UK partner; in IJV 20 the UK partner
is responsible for financing the IJV so this partner adopts financial control,
while the European partner uses functional competencies, and personal and
professional relationships, with both partners using the Board and sub-commit-
tees, and appointments to key posts.

The final column in Table 4.2 shows the number of mechanisms used by
each partner. This ranges from zero in one case (in IJV 3 the mechanisms of
control are ceded by the European partner to the UK partner which manages
the joint venture) to six with a mean of 2.7. Only nine of the 40 partners do not
use at least two mechanisms of control.

The ten most frequently identified mechanisms of control used by UK part-
ners and European partners, as identified by respondents completing the self-
administered questionnaire, are shown in Table 4.3 ranked by frequency of
adoption. The questionnaire respondents identified a set of mechanisms of
control that is similar to that identified by the interview respondents. Together,
board and sub-board discussion were reported as being adopted by almost half
of the UK partners and the European partners. The differences in rank order of
use of mechanisms of control, shown in Table 4.3, indicates that the frequency
of use of the mechanisms of control varies somewhat between partners, vali-
dating the data reported in Table 4.2.

In summary, the findings of this study show that partner firms seek to use an
array of mechanisms to control the IJV. The formal control mechanism of the
IJV board is the most often used mechanism of control by both UK partners and
European partners, but both sets of partners tend to use a number of other control
mechanisms. In the clear majority of cases there is an asymmetrical pattern with
one partner tending to use a range of control mechanisms that are not adopted
by the other partner. Different mechanisms of control are adopted by partners for
a variety of reasons: it may be based on interest, for example, the financial
control often adopted by UK partners (shown in Table 4.3); competence, for
example, seeking influence through involvement in functional areas of manage-
ment; and physical proximity, where a close geographical presence allows the
development of regular and informal contact with IJV management.
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Table 4.3 Mechanisms of control used by partners to influence IJV management: questionnaire data

Method UK partners European partners

Rank No. % Rank No. %

Board level discussion 1 19 30.2 1 21 33.3
Stringent financial controls 2 12 19.0 3 8 12.7
Sub-board level discussion 3 11 17.5 2 10 15.9
Appointment of key personnel 4 10 15.9 5 5 7.9
Effective management control system 5 6 9.5 9 2 3.2
JV agreement procedures 6 5 7.9 4 6 9.5
Personal relationship 7= 4 6.3 6 4 6.3
Strategic planning 7= 4 6.3 7= 3 4.8
Majority representation on boards 9= 3 4.8 10 0 0.0
Relevant experience 9= 3 4.8 7= 3 4.8



The Extent of Control

The distribution of equity between the partners in the IJVs in the sample is
shown in Table 4.4. Of the 20 IJVs in the sample, 11 have a 50–50 equity
shareholding, in five cases the UK partner has a majority shareholding and in
four cases the European partner has a majority shareholding. Of the nine IJVs
with an unequal shareholding, seven may be classed as ‘balanced’ holdings of
equity in that the majority shareholder has at most only two percentage points
more equity than the minority partner. In only two cases is there a clear imbal-
ance of shareholding with the UK partner holding a relatively high proportion
of the equity in both cases.

Table 4.4 also shows the distribution of IJV board members, and the origin
of the IJV general manager/CEO. Partner representation on the board is
reflected in the distribution of equity shareholding between partners. In all of
the 50–50 IJVs and five of the seven ‘balanced’ IJVs there is an equal number
of partner representatives on the board. In the remaining four IJVs the partner
with the majority shareholding has majority representation on the IJV board.
Board representation, therefore, follows a predictable pattern with the
expected pattern of voting by members of the board in general reflecting the
shareholding of the respective partner. Data analysis also shows that in general
the nationality of board members also follows a predictable pattern with the
majority of board members being nationals of the country of the IJV partner
they represent.

The source of the IJV general manager/CEO shows a slight bias in favour
of the UK partner. In seven of the 11 50–50 IJVs and three of the seven
‘balanced’ IJVs the senior manager was appointed from the UK partner firm.
Of the seven ‘balanced’ IJVs the senior manager was appointed in two cases
from the UK partner even though they were minority shareholders, and simi-
larly in two cases the senior manager was appointed from the European part-
ner even though they were minority shareholders. With the two unbalanced
majority UK shareholding IJVs, in one case the senior manager was appointed
from the UK partner, and in the other case the appointment was from the
European partner. Further examination of the data shows that in the majority
of cases, however, the senior manager of the IJV is a joint or agreed appoint-
ment in that the appointment has to be approved by both partners. One partner
may have the right to propose the candidate for the post but agreement must
be reached with the partner before the appointment may be ratified. There is
no real support from the findings of this study that the majority shareholding
partner is able to secure the appointment of the senior manager in the IJV.

Table 4.4 also shows for each IJV the source of management below the
board level. Of the 11 shared equity IJVs, four (36.4 per cent) have roughly
equal proportions of managers from both partners, five (45.5 per cent) have
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Table 4.4 Extent of partner control: interview data

JV Equity Board Origin of Main Partner Perception of extent of partners’
share % members general source of right to control

Total = manager/ management veto
UKP–EP UKP + EP CEO below board IJVM UKP EP IJVM

1 50–501 6 = 3 + 3 EP EP Both Equal Equal EP
2 50–50 8 = 4 + 4 UKP Equal Both UKP UKP UKP
3 50–50 6 = 3 + 3 UKP3 UKP Both UKP UKP UKP
4 51–49 8 = 4 + 4 UKP UKP Both UKP Equal UKP
5 50–50 8 = 4 + 4 UKP Equal Both UKP Equal Equal
6 50.1–49.9 8 = 4 + 4 EP External Both Equal Equal UKP
7 50–50 4 = 2 + 2 EP UKP Both Equal Equal UKP
8 49.9–50.1 6 = 3 + 3 EP Equal Both EP Equal Equal
9 50–50 4 = 2 + 2 UKP UKP Both UKP Equal UKP

10 51–49 8 = 4 + 4 EP Equal Both UKP Equal UKP
11 50–50 4 = 2 + 2 Third party EP Unclear Equal Equal UKP
12 49–51 5 = 2 + 3 EP External Both EP EP EP
13 72.5–27.5 7 = 5 + 2 UKP Equal Both UKP UKP UKP
14 49–51 5 = 2 + 3 UKP UKP Both Equal Equal Equal
15 80–202 5 = 4 + 1 EP EP Both UKP UKP UKP
16 50–50 6 = 3 + 3 UKP EP Both EP EP EP
17 50–50 4 = 2 + 2 UKP UKP Unclear UKP UKP EP
18 50–50 8 = 4 + 4 UKP External Both Equal Equal Equal
19 50–50 6 = 3 + 3 EP Equal Both Equal UKP Equal
20 49–51 6 = 3 + 3 UKP EP Both UKP Equal UKP

Note:
UKP = UK Partner; EP = European Partner; IJVM = IJV Management
1. UKP also holds 35% of EP shares
2. When IJV first started UKP had 51%, subsequently increased to 80%.
3. First from UKP. Second: recruited externally.



sourced more managers from the UK partner and two (18.1 per cent) have
more managers from the European partner. Of the seven ‘balanced’ IJVs, three
(42.9 per cent) have sourced managers equally from both partners, with two
IJVs (28.5 per cent) recruiting more from the UK partner (in one case the UK
partner is the majority owner, and in the other case the European partner is the
majority owner) and two recruiting more from the European partner (in both
cases the European partner has marginally more equity than the UK partner).
For the two IJVs with a relatively high equity share in favour of the UK part-
ner, in one case the management has been sourced equally from both partners
and in the other the IJV has drawn on the European partner more than the UK
partner for its management. In summary, where the equity share is equal or
balanced between the partners, this is not a good indication that the manage-
ment will be equally sourced from both partners; it is just as likely that only
one of the partners will provide most of the IJV management. Similarly, there
is no clear indication that the majority shareholder will be the source of most
of the management of the IJV; the management is just as likely to be equally
sourced from both partners or to come from the minority partner more than
from the majority partner.

Whether partner firms have the right to veto decisions made by IJV
mangers is also indicated in Table 4.4. Examination of the interview data
clearly shows that while most partners have the right to veto, including the
minority partner, in practice the veto has not been used. The veto has not been
used mainly because of the procedures that the partners and IJV managers go
through in their decision making. Sufficient checks and balances on the
process of decision making within IJVs make it unnecessary for any one part-
ner to force a showdown through the use of the veto. This was expressed in the
following way by the manager of IJV 15: ‘The communication is fluent and
daily so the IJV management is unlikely to take a decision that the partners
then say ‘no’ to. As an experienced general manager I know how to avoid any
conflict.’ In summary, while the right to veto by partners may exist, this is
rarely used and in most IJVs would not reach such a stage. More significantly,
the right to veto is independent of the level of equity shareholding, with most
IJV agreements making clear provision for minority shareholders to exercise
veto rights in key decision-making areas.

The interview respondents were asked which partner they thought most
controlled the IJV. The summary of the responses from managers in each
element of the IJV are shown in the final three columns of Table 4.4. Where
there is a difference of view on this issue between the three respondents to a
particular IJV, the majority view is reported in the following assessment. Of
the 11 shared equity IJVs, six (54.5 per cent) are controlled equally by both
partners, four (36.3 per cent) are controlled more by the UK partner and the
remaining one IJV (9 per cent) is controlled more by the European partner. In

Management control 67



the seven balanced IJVs, four (57.1 per cent) are controlled equally by both
partners; in two of these IJVs the UK partner is the majority shareholder and
in the remaining two the European partner is the majority shareholder. In the
other three balanced IJVs, two (28.5 per cent) are more controlled by the UK
partner (one where the UK partner is the majority shareholder, and the other
where the European partner is the majority shareholder), and the remaining
balanced IJV (14.3 per cent) is controlled more by the European partner
(which has a majority equity share). In the two IJVs where the UK partner has
a high proportion of the equity, both IJVs are controlled more by the UK part-
ner. Of the total of 20 IJVs, half are controlled equally by both partners, eight
(40 per cent) are controlled more by UK partners, and two (10 per cent) are
controlled more by the European partner.

Questionnaire respondents were also asked who they considered had most
control over the IJV; Table 4.5 presents the results. The total percentage
responses are close to those obtained from the personal interviews, with about
43 per cent reporting equal control, about 44 per cent reporting that the IJV is
controlled more by the UK partner, and about 13 per cent reporting that the
IJV is controlled more by the European partner.

This section has considered a range of aspects of IJV management that bear
on the extent of control in the context of the equity share of the partners. The
study has considered the composition of IJV boards, the source of the senior
manager of the IJV, the source of the management below the board level and
the right to veto by the partners as indicators of the extent of control. More
directly, the study has also considered a perceptual measure of the extent of
partner control. For the sample as a whole most IJVs have an equal or
‘balanced’ shareholding, with only two IJVs having a very unbalanced share-
holding. Partner representation on the IJV board is reflected in the distribution
of equity shareholding, indicating that voting power at the board level is
consistent with equity share. The source of the senior manager of the IJV
appears to be independent of equity share and the study does not find that the
majority shareholding partner is associated with the source of the senior
manager of the IJV. The source of management below board level is not asso-
ciated with equity shareholding. The right of partners to veto IJV management
decisions is not associated with the level of partner shareholding in that it is
usual for both partners to hold veto rights. Perceptions on the extent of control
indicate that shared and balanced equity IJVs are just as likely to be controlled
by one parent as they are to have equal control. Only in the two cases of unbal-
anced shareholding is there an unambiguous view from the interviewees that
the majority shareholder has a greater extent of control over the IJV. The
weight of these findings supports the conclusion that for this sample of IJVs
the extent of partner control is independent of the equity share of the partner.
However, this finding may be largely conditioned by having a sample where
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Table 4.5 IJV partners’ extent of control: questionnaire data

Most control over IJV Respondent

UK partner European partner IJV managers Total

No. % No. % No. % No. %
UK partner 5 8.2 6 9.8 16 26.2 27 44.3
European partner 2 3.3 2 3.3 4 6.6 8 13.1
Equal control 9 14.7 7 11.5 10 16.4 26 42.6
Total 16 26.2 15 24.6 30 49.2 61 100.0



in the majority of cases the equity share is equally split or nearly so. The data
shows that where the equity share is unbalanced, then the extent of control is
more likely to be in accordance with the equity shareholding. For nearly
balanced shareholdings, however, the small difference in equity holding does
not appear to influence the extent of control.

Focus of Control

The functional areas of management with which each partner was particularly
concerned is shown in summary form from the interview data in Table 4.6,
where the final column of the table indicates the extent of specialism. In 14 out
of the 20 IJVs (70 per cent) there is a medium to high degree of specialization.
It is noticeable, for example, that the UK partner firm often takes on functional
responsibility for the financial management of the IJV. UK partner firms tend
to be more focused on cost control (which may be linked to the short-term
perspective of UK firms with respect to financial returns). Other than this,
there is no functional area that appears to be dominated by one group of
partners.

Questionnaire data indicating the more active partner in the functional
management of the IJV is shown in Table 4.7. This data confirms the view
that the UK partners are more active than European partners in the financial
management of the IJVs. UK partners also appear to be active with regard
to planning in IJVs. Apart from the finance and planning areas the ques-
tionnaire data supports the interview data in that although there is func-
tional specialization within particular IJVs, there does not appear to be a
significant degree of functional specialization between the partner groups
as a whole.

Findings from this study support the view that there is a relatively high
degree of specialization and division of labour with respect to the functional
management and hence the focus of management in IJVs. Further analysis of
the personal interview data revealed that functional areas of specialization
tend to be based on partner competence, that is functional specialism was
basically a reflection of capabilities. UK partners were able to do some things
that European partners could not, and European partners were able to do
some things better than UK partners. Specialization was based around capa-
bilities, the degree of expertise and perceived importance of the management
area by the respective partners. Importantly, the area of specialization is iden-
tified at the formation stage of the IJV and is planned to the strengths of the
respective partners, as argued by one respondent in IJV 1: ‘The nature of
functional specialism goes back to the resources and capabilities of the part-
ners . . . and the origin of the IJV. I mean, those were the capabilities that we
were looking for.’
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Table 4.6 Partner involvement in functional areas: interview data

JV UK partner European partner Specialism

1 Marketing and sales. Procurement, estimating. Product development. Production. System High
development. Project management and
engineering of the product.

2 General management. Finance. Operational functions, including engineering, High
manufacturing, manufacturing strategy. HRM.

3 All functional areas except production. Production. Technical expertise. High
4 Little involvement, some marketing. Little involvement, some R&D, marketing. Low
5 Little involvement, managed by the IJV managers. Little involvement, managed by the IJV Low

More concerned with obtaining financial information. managers. More concerned with personnel
policies.

6 Production and marketing. Legal activities. Financial control. Political High
assistance, lobbying.

7 Little involvement, managed by the IJV managers. Little involvement, managed by the IJV Low
managers.

8 Limited involvement, managed by the IJV managers. Limited involvement managed by the IJVMedium
Some concern with financial and accounting control. managers. Some concern with overall 

management control, and marketing.
9 Production, marketing and finance. HRM. R&D, product development. High

10 Limited involvement, managed by the IJV managers. Limited involvement, managed by the IJVMedium
Some concern with product development. managers. Some concern with marketing,

sales and distribution.
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Table 4.6 Continued

JV UK partner European partner Specialism

11 Partners equally active in all aspects of IJV Partners equally active in all aspects of IJV Low
management. management.

12 Quality and volume issues. More active in all functional areas especially Low
manufacturing, production management and
scheduling.

13 Limited involvement, managed by the IJV managers. Limited involvement, managed by the IJVMedium
Some concern with financial systems, accounting, managers. Some concern with engineering,
R&D. environmental issues.

14 Sales and marketing. HRM, finance, logistics. Manufacturing, marketing, R&D and product High
development.

15 Finance and production. Technical and legal advice. Marketing and High
commercial.

16 Marketing, R&D, finance. General management, production. High
17 Finance and production, general management. Marketing. Technical expertise. High
18 Most influence on most of the functional areas, Political liaison, finance and financial Medium

especially technology, marketing, product development. management.
19 Little involvement, some concern with finance, Little involvement, some concern with R&D, Low

marketing, R&D. HRM, marketing.
20 More active in managing IJV, especially in general Operations, HRM. Medium

management, finance.
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Table 4.7 More active partner in regard to the functional management of the IJV: questionnaire data

Functional area UK partner Equally active European partner Not applicable
No. % No. % No. % No. %

Finance 31 49.2 30 47.6 2 3.2 0 0.0
R&D 16 26.7 27 45.0 16 26.7 1 1.7
Production 13 21.0 32 51.6 16 25.8 1 1.6
Distribution 18 30.5 26 44.0 14 23.7 1 1.7
Planning 19 30.6 34 54.8 9 14.5 0 0.0



This general theme was repeated many times. In effect, the functional areas
of management in the IJVs were dominated by those partners that had the
superior level of competence. For example, the UK partner in IJV 1 was of the
view: ‘The functional areas of financial responsibility were dominated by [UK
partner] because they were better at it. There was no way near the rigour or the
accountability required in a French business like [European partner] compared
with [UK partner].’

It is apparent that parent companies have particular functional interests.
Partners appoint their managers to senior positions in these functional areas,
and the partners concentrate on these areas of management in the IJV. While
this degree of specialization and division of labour with respect to functional
management is likely to lead to operational efficiency of the IJV, one worry-
ing aspect is that this degree of specialization has the potential to have a detri-
mental effect on learning in IJVs. If each partner concentrates on its own area
of specialization and particular interest, then little learning may occur across
the range of activities of the IJV, and in consequence little learning may be
transferred to the parent organizations. In this sense the natural inclination by
partners to focus on those aspects of the IJV in which they have most compe-
tence, or are most keenly interested, may ultimately have a negative influence
on the rate of generation of new competencies that can be leveraged and effec-
tively used by the respective partners. This may be the case even though in
other respects the IJV may be successful.

It should be noted, however, that there is a group of IJVs where functional
specialization by the partners is not recognized and where, in effect, the IJV
managers take on functional specialization. In these IJVs there is no focus of
control as far as functional management is concerned. There may be
appointees from the partners to particular functional areas but there is no
notion of the partner seeking to be more active in this functional area. The
partners cede management to the IJV managers.

It is clear that the concept of control is multifaceted. It also became clear
from analysis of the interview data that many managers prefer to view the re-
lationship between partners and IJV as one of ‘influence’ rather than ‘control’.
The manager from IJV 9, for example, stated:

I’m not sure that control is the right word. Influence might be a better word.
Because the IJV is on the UK partner site, because the UK partner deals with it day
in day out and knows the running of the plant and everything else and all the people,
and the IJV joint general manager is co-opted from the UK partner. . . . I think the
influence of the UK partner is by virtue of those issues greater than the European
partner.

Another perspective on influence was provided by the UK partner in IJV 8
who argued:
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In what the French regard as the key positions, they appoint themselves to them. . . .
They have sufficient control . . . in their eyes. . . . The other side of that is that we
have sufficient influence in our eyes to make the thing worthwhile. There’s a differ-
ence between influence and control isn’t there? . . . They find it very hard to do
anything of real substance that was against our interest.

In the first example the partner is seen to influence the direction of the IJV
rather than controlling it. In the second example, while the partner does not
have control it is still able to achieve a degree of influence over the IJV. So
although one parent may have control, the other parent is content to allow this,
providing that they have what they regard as influence. Providing the degree of
influence is sufficient for each partner, that is one partner might cede control
but believes that they have sufficient influence to affect the process and the
outcome, they are therefore content to cede control. The concept of the focus of
control then becomes relative. Complete dominance of control, even of a
particular area of the IJV, is unlikely. There will be shades of control associated
with shades of influence from the other partner. One partner may be seeking
sufficient control in its own terms, which is conditioned by influence exerted
by the other partner. The partner with influence as distinct from control
provides itself with a degree of involvement, so it at least feels it is not totally
excluded from the particular management area of concern. An exception to this
is where the partner is willing to cede control entirely to the other partner.

CONCLUSIONS

This chapter has concentrated on three control dimensions as they apply to
IJVs. These are the mechanisms by which control is exercised, the extent of
control exercised by partners over the IJV, and the activities which they
control (focus). The study found that IJV partner firms seek to use an array of
mechanisms other than equity shareholding to ensure control. The formal
control mechanism of the IJV board is the most often used mechanism of
control by both UK partners and European partners. Both sets of partners tend
to use a considerable number of other control mechanisms, however, includ-
ing sub-board level discussions, appointment of key personnel, personal re-
lationships, and for UK partners especially, financial controls. The study also
found that different partners to an IJV will seek to influence IJV management
through different mechanisms of control. Although a similar set of control
mechanisms tend to be used by both partner groups, within a particular IJV
one partner often uses a range of control mechanisms which is not adopted by
the other partner.

The findings show that for this sample of IJVs the extent of partner control
is independent of the equity share of the partner. However, this finding may be
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largely conditioned by having a sample where in the majority of cases the
equity share is equally split or nearly so. Finally, it was found that partner
firms seek to concentrate on particular aspects of IJV control associated with
their key skills and competencies. The findings from the study clearly indicate
that partner firms do seek to concentrate on particular aspects of control. The
areas that partners specialize in tend to be associated with their key skills and
competencies, which is reflected in functional specialization.

There is clearly scope for further work on management control in IJVs.
Future studies should attempt to gather data from a larger number of IJVs in
order to undertake hypotheses testing on the findings reported in this study.
The relationship between the nature of management control and IJV per-
formance warrants investigation. It would also be fruitful to pursue the distinc-
tion and clarify the meaning of ‘influence’ and ‘control’ in IJV management.
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5. Decision-making autonomy

INTRODUCTION

International joint ventures stand between the traditional economic co-ordina-
tion mechanisms of market and hierarchy. They provide a way of combining
the strengths of different firms which is not available in market-oriented
exchange relationships but without incurring the disadvantages of a merger or
acquisition (Buckley and Casson, 1988; Buchel et al., 1998: 4). In practice,
however, IJVs pose extremely difficult challenges to management. Co-operat-
ing with another company is a demanding and often unfamiliar task, which
may be hindered by the divergence between parent firms with respect to goals,
strategies, culture, autonomy and control.

A wide variety of motives have been suggested for the establishment of
joint ventures (as examined in Chapter 2). The transaction cost approach iden-
tifies three inter-linked motives (Buckley and Casson, 1988, following Coase
(1937) and Williamson (1975)). These are (i) the existence of net benefits in
one or more intermediate markets between the joint venture and the parties’
other operations, (ii) an element of economic indivisibility which results in
benefits from avoiding the splitting of the JV into one or more separately
owned facilities and (iii) the existence of obstacles to merger. The resource-
based view (Wernerfelt, 1984; Barney, 1991; Grant, 1991) sees links between
the internal capabilities of the parent firms where each gains access to others’
internal capabilities without the risk of outright ownership (Hamel et al., 1989;
Hamel, 1991; Glaister, 1996, Eisenhardt and Schoonhoven, 1996). Thus capa-
bilities can be leveraged outside the firm in combination with complementary
capabilities or competencies (Contractor and Lorange, 1988). IJVs and a
network of IJVs give firms the advantages of flexibility in the face of a hostile
and turbulent global economy (Buckley and Casson, 1998b).

The achievement of these aims depends on linking the IJV closely with the
parents to achieve the requisite internal market and resource links whilst
allowing a certain degree of decision-making freedom to the IJV managers
who are closest to its environment and internal capabilities. This is the
dilemma of ‘autonomy’ which we seek to explore. After investigating the issue
in the round, we seek to identify the areas in which the IJV is allowed auton-
omy in decision making by separating strategic from operational decisions and
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by examining those areas of decision making which are formalized within the
IJV’s business plan from those which are excluded. Our expectation is that the
key areas identified by the theory above will be (a) defined as strategic rather
than operational and (b) included in the IJV’s business plan. Thus our empiri-
cal investigation can be seen to uncover the key theoretical drivers of trans-
action cost theory and the resource-based view of the firm.

The issue of how much decision-making autonomy, if any, to grant an IJV
has been identified as a major issue faced by both researchers and practition-
ers (Newburry and Zeira, 1999: 263). Research on the nature and meaning of
IJV autonomy is a relatively neglected area in the examination of IJV activity.
The purpose of this chapter is to provide new evidence on the nature of auton-
omy. The rest of the chapter is set out in the following way: literature relating
to IJV autonomy and the research questions are discussed in the following
section. The third section presents a discussion of the findings. Conclusions
are in the final section.

LITERATURE REVIEW

For an IJV, autonomy is defined as the freedom to make and implement de-
cisions independently of the parents. It is clear that autonomy is a concept that
is capable of a number of interpretations based on managers’ differing concep-
tual understanding partially influenced by cultural differences. This ‘native
category’ problem (Buckley and Chapman, 1998) was confronted by a careful
contextualization during the interview phase of the study, by leading managers
through an understanding of autonomy as defined above. A perceptual
measure of autonomy across the IJV system provides information regarding
the extent to which the IJV is viewed as autonomous by the respective parents
and the IJV management. This represents a novel departure in the study of IJV
autonomy.

IJV Governance and Autonomy

The primary meaning of governance is that the decision takers in the firm must
be responsible to the ultimate owners for their actions (Buckley, 1997). Where
equity IJVs are structured by the ownership of their parent companies,
governance by owners is twice removed and concerns that they act in accor-
dance with the goals of these owners is increased. This agency problem
(Jensen and Meckling, 1976; Arrow, 1985) is exacerbated by national and
cultural distance in IJVs, so a balance needs to be struck between excessive
control and laxity in supervision. This is the context in which we investigate
the elusive notion of IJV autonomy.
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Several contributions to Bleeke and Ernst (1993a) warn that over-control
by parent companies may inhibit the flexibility that their IJV needs in order to
develop within it its own competitive environment. Buchel et al. (1998:
98–99) conclude that the optimal level of autonomy is that at which objectives
can be met while total costs are kept to a minimum. There is, however, no
consensus in the literature either for or against the granting of autonomy to IJV
managers. As Lyles and Reger (1993: 398) conclude, ‘The desirability of less
control for parents and more autonomy for joint ventures has not been
explored’. (A survey of the arguments for and against autonomy in IJVs has
been provided by Newburry and Zeira, 1999: 266–7.)

Buchel et al. (1998: 100) note that the pattern of control and autonomy
depends on two variables: strategic interdependence and environmental uncer-
tainty. Usually, the greater the strategic interdependence, that is the depen-
dence of two organizations on each other’s inputs and outputs, the more
control the partners exert over the IJV. The greater the environmental uncer-
tainty, the higher the level of autonomy needed by the IJV to make indepen-
dent adjustments to environmental changes. Low autonomy needs exist when
resources are shared and when the IJV makes an important contribution to the
value-added chains of the partners. However, too much control by the partners
reduces the IJV’s decision-making efficiency and can damage its market
competitiveness. In contrast, in highly competitive, dynamic industries, the JV
needs considerable autonomy: it must be adaptable and flexible enough to
hold its own in the market; and it must gain legitimacy as an independent or-
ganization (Buchel et al., 1998: 102).

Empirical Evidence

There is limited empirical evidence on autonomy in UK IJVs with partners from
developed countries. In a study of UK IJVs Glaister (1995) found little evidence
of IJV autonomy; however, many IJV managements had independent decision-
making responsibility in a number of key areas. Glaister concluded that there is
nothing particularly contradictory in this finding, rather it is an example of the
way in which IJV control tends to be a complex and subtle phenomenon.
Newburry and Zeira (1999) using data from 49 IJVs located in Britain found that
permitting an IJV to develop local HRM policies and to implement business plans
independently contributes to IJV effectiveness. They also found that IJVs which
have the freedom to implement their strategic business plans independently are
more effective than IJVs which lack the freedom to do so. They also dem-
onstrated that autonomy is a multidimensional construct and suggested a model
of relative recommended autonomy levels for different IJV activities.

The perspective from which an IJV should be viewed raises a number of
concerns, largely because there are a number of different viewpoints on the
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venture, including the parent firms and the IJV management (assuming that
the venture has a separate workforce, which is not necessarily the case). This
means that there might be different views on aspects of autonomy, which may
vary between partners and between partners and IJV management. In prin-
ciple, therefore, estimates of autonomy should incorporate multiple view-
points. Because of the difficulties of finding an objective, culture-free and
context-free measure of autonomy, our approach is to tackle the concept by
exploring the managers’ (native category of) understanding in context and in
stages. First, we explore the differences in perception between the parent
managers (UK versus non-UK), then we explore the ‘vertical’ differences of
understanding (parent managers versus IJV managers). We then unpack the
overall concept of autonomy by discussing differences in the management and
control of decision making as categorized by operational versus strategic deci-
sions and between decision structure formalized within the business plan
versus those outside it. Furthermore, we consider the influence on autonomy
of IJV performance and IJV duration.

While there has been some attempt in the literature to develop a measure of
IJV autonomy (for example Newburry and Zeira, 1999), in general studies
have not relied on perceptual measures of autonomy. This is in contrast with
the literature relating to IJV performance where concerns over the ability of
financial and objective measures to effectively capture alliance performance
have led several researchers to turn to perceptual measures of a parent’s satis-
faction with alliance performance (Killing, 1983; Schaan, 1983; Beamish,
1985; Inkpen and Birkenshaw, 1994; Lyles and Baird, 1994; Dussauge and
Garrette, 1995). In order to explore the degree to which parent firms grant the
IJV management autonomy we first consider differences in perception of the
extent of autonomy between the various elements of the IJV system according
to context.We address both the horizontal difference in parent perceptions of
autonomy, that is, differences between UK parent managers and non-UK
parent managers, and the vertical difference in perception between parents and
IJV managers.

There is a clear distinction between strategic and operational control in
organizations, which applies a fortiori to IJVs. Child and Faulkner (1998: 190)
point out that it is effective for IJV parents to exercise control selectively over
those activities and decisions the parent regards as critical. Furthermore, Child
et al. (1997) point out that the transactions costs of managing some areas of
IJV activity may be less for one partner because of its acquired competence
and familiarity in so doing than for another partner. These considerations
support ‘the notion of parent firms’ parsimonious and contingent usage of
resources for controlling IJVs’ (Geringer and Hebert, 1989: 240). They imply
that IJV owners may seek to concentrate on providing certain resources and on
controlling key decision areas and activities. Child and Faulkner (1998: 187)
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argue that a distinction that may inform this selection is that between strategic
control and operational control (Yan and Gray, 1994a; 1996). Extending this
line of argument to the notion of autonomy, it is likely that parents will seek
to exercise more control over issues relating to the strategic management of
the IJV and grant autonomy to the IJV with respect to operational manage-
ment. In order to establish this distinction, the partners are likely to rely on the
procedures established in the original documents drawing up the IJV and in the
business plan and other planning documents. In this respect, Buchel et al.
(1998: 83) emphasize that the joint production of a business plan is an impor-
tant instrument of strategy development for the IJV. The business plan speci-
fies the common strategic guidelines and the planned development objectives
for the IJV and it documents the outcome of the partners’ negotiations on strat-
egy. They further contend that the joint development of a business plan offers
significant opportunities for the cohesion of the IJV system. The second set of
research questions therefore relate to differences in IJV autonomy between
operational decision making and strategic decision making, and the extent to
which autonomy for IJV managers is formalized within the IJV’s business
plan.

The performance of the IJV is likely to be a moderating variable on IJV
autonomy. Killing (1983) noted that JV parents loosen or increase control over
their ventures as a response to their performance. Yan and Gray (1994a)
reported data that suggests that performance also shapes the relative levels of
bargaining power and the pattern of the sharing of management control
between parents. In general it may be argued that where the parents perceive
the performance objectives of the IJV to be at least satisfactory and to be
improving beyond some minimum requirement, then they are more likely to
grant greater decision-making autonomy to the IJV management. In contrast,
where IJV performance is unsatisfactory in terms of objectives or generally
declining, then the parent firms are more likely to withhold or withdraw auton-
omy and take a greater role in the decision making of the IJV. The third
research question therefore concerns the extent to which satisfaction with IJV
performance is related to the perceived extent of IJV autonomy.

Another moderating variable on autonomy is likely to be the duration or
age of the IJV. The ‘parent–child relationship’ (Harrigan, 1986) emphasizes
the extent to which the IJV is dependent upon the partner firms. However, over
time, the nature of the relationship between the partners and the IJV may
change fundamentally. In particular, as IJVs age they may gain more auton-
omy from the parent firms (Lorange and Roos, 1992). In new and immature
IJVs the parent firms are likely to scrutinize carefully the decisions of the IJV
management and to control tightly the decision-making process. As the IJV
matures and as the parents’ confidence in the IJV management grows it is
likely that the partners will grant increased autonomy to the IJV management.
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The final research question thus concerns the extent to which the age of the IJV
is related to the perceived extent of autonomy of the IJV.

In the design and conduct of the interviews, account was taken of the
‘native category’ issue. By ‘native’ in this context we mean self-generated, and
valid in the local context (Buckley and Chapman, 1998). There can be no guar-
antee that words and categories are congruent from one context to the next, so
we did not assume that managers shared our ‘objective’ understanding of cat-
egories or words such as ‘autonomy’. Qualitative results for answers to ques-
tions were obtained only after a full exploration of the issue under discussion.
For instance, in the interview schedule, the word ‘autonomy’ is used only once
in a prompt to the final question, after a full exploration of the issues surround-
ing decision making (Briggs, 1984). This represents an innovative attempt to
introduce qualitative and perceptual data into a study of the transactions cost
and resource based views of IJV management.

FINDINGS AND DISCUSSION

Perceptions of IJV Autonomy

Perceptions of IJV autonomy were explored in order to clarify the concept.
Following this conceptual clarification respondents were asked to assess the
overall level of IJV autonomy on a five-point scale (from 1 ‘no autonomy’, to
5 ‘completely autonomous’). This was a broad, preliminary assessment of the
perception of autonomy in the IJV, as precursor to a more fine-grained exam-
ination of the concept in detail. The mean responses are shown in Table 5.1
panel (i). For each category of respondent the mean score is above the median
measure, indicating the perception of a fair (but certainly not a complete)
degree of autonomy of decision making on the part of IJV managers.

Tests of pairwise differences in means shows that there are no significant
differences between the mean scores for each category of respondent. On this
basis it may be argued that perceptions of IJV autonomy do not vary signifi-
cantly between partners or between each parent and the IJV management.
However, this would be misleading. Correlation coefficients between the three
elements of the IJV are shown in Table 5.1 panel (ii). This shows only one
moderately high and significant correlation (p < 0.01); that between the
European partners and the IJV management. There are low and non-significant
correlations between the partners and between the UK partner and the IJV
management.

To explore further perceptions of autonomy between the three elements of
the IJV we measured the extent of agreement between the ratings by comput-
ing the kappa coefficient.1 Although only one of the kappa coefficients shown
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in Table 5.1 panel (iii) is significant (p < 0.10), it is clear that the values shown
represent poor levels of agreement beyond chance.

Based on a perceptual measure of IJV autonomy, while there appears to be
a recognition by each of the elements of the IJV of a similar level of auton-
omy, there is a lack of correlation of perception ‘horizontally’ between the
partners and a lack of correlation of perception ‘vertically’ between the UK
partners and the IJV management. Moreover, there is evidence of a low level
of similarity of rating of perception of autonomy between the three elements
of the IJV. The interview data for this study appears to provide little evidence
to reject the view that there will be differences in the perceptions of the extent
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Table 5.1 Perceptions of IJV autonomy

(i) Perceptions of IJV autonomy: interview data

Mean SD

UK partners 3.35 1.18
European partners 3.85 0.98
IJV managers 3.55 0.88

Notes:
The mean is the average on a scale of 1 (= no autonomy) to 5 (= complete autonomy).
SD = Standard deviation.

(ii) Correlations between perceptions of autonomy: interview data (Spearman’s
rho)

1. UK partners 2. European partners

1. UK partners
2. European partners 0.23
3. IJV management 0.01 0.58***

Note: *** p < 0.01

(iii) Comparison between perceptions of autonomy: interview data

Perception of autonomy Kappa

UK partner – European partner 0.08
European partner – IJV management 0.17
UK partner – IJV management 0.23*

Note: *  p <0.10



and scope of IJV autonomy horizontally and vertically between the elements
of the IJV. Clearly, these findings raise the issue of what is understood by
‘autonomy’. This question is addressed later in the discussion where the
attempt is made to disaggregate the managers’ overall understanding of auton-
omy by contextualizing its various elements.

Autonomy in Operational Decisions and in Strategic Decisions

The questionnaire survey obtained autonomy data on a broad spectrum of
decision-making autonomy. Respondents were asked to indicate on a five
point scale (from 1 ‘no autonomy’, to 5 ‘completely autonomous’) the extent
to which the IJV was autonomous in its decision making across a range of
decisions. The mean responses for all categories of respondent are shown in
Table 5.2. It is clear from Table 5.2 that the greatest level of IJV autonomy is
in the day-to-day management of the IJV, with a mean score well above 4,
indicating a relatively high level of IJV autonomy.

Table 5.2 also shows that five other decision-making areas achieved a mean
score above 4, indicating a relatively high level of autonomy in hiring and
firing of non-technical personnel and technical personnel, process technology,
manufacturing and marketing. In contrast, relatively little local control was
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Table 5.2 IJV decision-making autonomy: questionnaire data

Rank Mean SD

Day-to-day management 1 4.47 0.76
Hiring and firing non-technical personnel 2 4.23 1.05
Hiring and firing technical personnel 3 4.10 1.17
Process technology 4 4.07 1.20
Manufacturing 5 4.03 1.15
Marketing 6 4.01 1.26
Cost control 7 3.98 1.08
Distribution 8 3.90 1.38
Pricing 9 3.84 1.21
Technology & engineering of products 10 3.83 1.28
R&D 11 3.78 1.31
Patents & trademarks 12 3.65 1.29
Hiring and firing senior JV managers 13= 2.57 1.17
Deciding capital expenditures 13= 2.57 1.19
Financing of JV 15 2.23 1.25
Location of JV 16 2.21 1.20

Note: Mean is average on a scale of 1 (= no autonomy) to 5 (= complete autonomy).



reported in the decisions to locate the IJV, its financing, deciding capital
expenditures, and hiring and firing senior IJV managers.

It is apparent from Table 5.2 that while there is a perception across respondents
of a reasonable amount of autonomy, there is a spectrum of local control across
decision-making areas. IJV managers have most decision-making freedom in
regard to daily management and ongoing operational issues and least autonomy
in regard to longer-term financial issues and senior management appointees. This
indicates that IJV managers have a relatively high degree of operational auton-
omy but relatively low levels of strategic autonomy in decision making.

This situation becomes clearer when we consider the extent of joint de-
cision making in the IJVs across a number of areas. Questionnaire respondents
were asked to indicate on a five point scale the extent to which a set of de-
cisions were taken jointly (from 1 ‘no extent’, to 5 ‘great extent’). The decisions
ranked by mean score are shown in Table 5.3. Three decision areas have a
mean score greater than the median measure, indicating a relatively high
extent of joint decision making, that is these decisions involve the parent
companies as well as the IJV management. These decision areas relate to the
budgetary process of the IJV, they are non-operational decision-making areas
and are concerned with medium-term decisions of the IJV. In contrast the
lowest ranked decision areas, each below the median measure, indicate a rela-
tively low extent of joint decision making, that is these decisions tend to be
taken by IJV management without the involvement of the parent companies.
These decisions relate to operational matters. The findings reported in Table
5.3 clearly indicate that while the IJV management is concerned with opera-
tional decisions, the partners tend not to be so, but rather are involved with
strategic decisions relating to the IJV. These findings add further support to the
view that the IJV managers will have decision-making rights in operational
management but not in the strategic management of the IJV.
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Table 5.3 Extent of joint decision-making: questionnaire data

Rank Mean SD

Budget capital expenditures 1 3.92 0.94
Budget sales targets 2 3.79 1.01
Budget cost targets 3 3.66 1.04
Replacing a functional manager 4 2.73 1.22
Product pricing 5 2.60 1.47
Quality standards 6 2.46 1.32
Product design 7 2.36 1.39
Production process 8 2.28 1.21

Note: Mean is average on a scale of 1 (= no extent) to 5 (= great extent).



Aspects of decision-making autonomy were also directly explored in the
personal interviews by asking respondents whether IJV partners, the IJV
management, or combinations of partners and IJV management were respon-
sible for decision-making and in particular those decisions relating to pricing
and quality. Triangulation across the different respondents for each IJV
revealed a high level of consistency. Table 5.4 provides a summary of the
interview responses.

Investigation of the interview data reveals that there is a large measure of
agreement between managers in the three elements of each IJV system on the
locus of decision making with regard to pricing and quality issues. Although
there is not complete agreement across the three categories of respondent as to
the nature of decision making within each of the IJVs, it is the case that in
about three-quarters of the IJVs there is such agreement. Moreover, even
where there is disagreement over the locus of decision making with regard to
pricing and quality there is general agreement that daily operating decisions lie
with the IJV management within the constraints set by the partners and that
strategic decisions lie with the partners. The responses clearly indicate the
separation of strategic control and operational control between partners and
IJV managers (Child and Faulkner, 1998).

The summary of interview responses shown in Table 5.4 reveals that some
firms had only limited autonomy even in operational decisions, indicating exten-
sive control by the partners. An examination of the relationship between the
partners and the IJV showed that for most of this category of ventures the output
of the IJV was being sold as an input to one of the partners, or being supplied to
one of the partners for onward distribution. In these circumstances the parents
tended to exercise greater control and grant less autonomy of operational de-
cisions than when the output of the IJV did not go directly to one of the partners.
This supports the view of Buchel et al. (1998: 100) that the pattern of control and
autonomy in part depends on strategic interdependence. The findings indicate
that the greater the strategic interdependence, that is the dependence of one or-
ganization on the outputs of another, the more control the partners exert over the
IJV and the less autonomy is granted. This is striking confirmation of the trans-
actions cost view that there are net benefits of internalizing key markets across
the IJV system and that indivisibilities are important.

The findings of this study support the view that there is a risk of IJV auton-
omy becoming a rather fuzzy concept unless the distinction is drawn between
strategic autonomy and operational autonomy. In the former case there is prac-
tically no autonomy for this sample of IJVs, in the latter case there is a high
level of autonomy. The areas where IJV managers have no autonomy are in the
location of the IJV which is largely predetermined, and the hiring and firing of
senior managers. Partners also generally control the raising of finance and
capital expenditure by being closely involved in the approval process for
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Table 5.4 Nature of IJV decision-making: interview data

JV Summary of responses Strategic Operational

1 Most strategic decisions the partners take together; price proposal requires the backingNo Yes
of both partners. Product decisions (e.g. a new feature) would be a decision for the IJVM; 
other decisions
IJVM have autonomy.

2 Strategic decisions taken by the partners. Prices determined by IJVM; IJVM have No Yes
operational autonomy

3 Strategic decisions taken by the partners. Pricing and quality decisions left with IJVM;No Yes
IJVM have operational autonomy

4 Price and quality set by the board; IJVM decisions approved by the board No Limited
5 Pricing and quality decisions are left to the IJVM Unclear Yes
6 Parents only influence strategic decisions. Pricing, quality and operational decisions areNo Yes

left to the IJVM.
7 Most decisions are made by IJVM. Some decisions vetted by the board before they areLimited Yes

implemented
8 Quality decisions taken by IJVM. Price decisions taken by IJVM subject to financial Unclear Yes

return expectations of partners.
9 Price and quality decisions taken by IJVM, providing they satisfy the broad guidelines ofNo Yes

the partners. Other decisions, e.g. changes in capacity are taken by the board.
10 Price and quality decisions taken by partners. Production flow and internal efficiency. No Limited

decided by IJVM
11 Pricing and quality decisions made by IJVM. Unclear Yes



8
8

Table 5.4 Continued

JV Summary of responses Strategic Operational

12 Pricing is agreed between the two partners and IJVM; quality and production level No Limited
determined by the partners. Within planned production limits IJVM takes decisions.

13 Pricing and quality decisions made by IJVM, within the agreed budget. No Yes
14 Pricing and quality decisions made by IJVM, within the agreed budget. No Yes
15 Parents set strategic direction and the budget. Pricing, quality and day-to-day runningNo Yes

decisions taken by IJVM.
16 For all major decisions the parents make the decisions jointly. Pricing and quality No Limited

decisions taken by partners and IJVM. Day-to-day management decided by European
partner and IJVM.

17 Partners take capital expenditure decisions. Price and quality decisions influenced byNo Yes
partners. Daily operating decisions taken by IJVM

18 Acquisitions and major investment spending agreed by the board. Price, quality and other No Yes
decisions taken by IJVM, provided they are within the business plan.

19 General strategy, acquisitions, major investment decisions made by parents. Pricing andNo Yes
operational decisions made by IJVM.

20 General strategy influenced by partners. Pricing determined by partners and IJVM. No Yes
Quality and operational decisions taken by IJVM.



significant levels of investment. In most other areas IJV management run the
venture as if it were their own operation. This position was neatly encapsu-
lated by an IJV manager from IJV 18, a telecommunications JV between a UK
partner and a Dutch partner, who reported that although the partners may
query the ‘how’ of what the IJV management are doing, the IJV management
are still expected to come up with the ‘how’, and not to be told ‘how’.

In summary, we observed a consistent pattern across respondents clearly
indicating that there is a recognition that IJV managers have operational auton-
omy, which in large part extends to issues of pricing and quality. However, if
the IJV management wanted to develop strategic initiatives, such as develop-
ing new markets or investing above a certain level, they have to go to the IJV
board to seek approval from the parents. These findings add further support to
the view that autonomy for IJV managers will be greater in operational de-
cisions than in strategic decisions.

Autonomy and the Parameters of the IJV’s Business Plan

Further investigation of the personal interview data showed that operational
decision making by IJV managers takes place within the context of a set of
constraints established by the partners and decided through the board of the
IJV. These constraints are set out particularly in terms of budget limits and
ceilings on capital expenditure. The limits within which the IJV managers
have autonomy are established within the context of the IJV’s business plan.
Provided that IJV managers’ decisions are within the acceptable boundaries
of the business plan then partners allow IJV managers decision-making
autonomy.

The interview data reveals that the overall strategy for the IJV is deter-
mined by the partners. Further, in order to ensure that IJV managers work to
the goals set for the IJV, the parameters of the venture are defined by the busi-
ness plan and agreed by the partners. Once the plan has been agreed on an
annual basis with a budget, then the IJV management are expected to deliver
and the IJV management’s performance is monitored through the board. As
long as IJV managers work within the parameters established in the business
plan they have a fair degree of autonomy. Autonomy allows IJV managers to
choose what they want to do within these parameters. Clearly, it is not in their
interests to ignore all of the wishes of the partners, but autonomy allows the
IJV managers to choose whether or not they want to follow the wishes of the
partners fully, and in general terms the IJV management are free to work
within the business plan assumptions. To a large extent then, the parameters
have little impact on the IJV management, the biggest impact probably being
on capital expenditure decisions. In this regard, however, IJV management
tends to be no more circumscribed than are the management of subsidiary
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firms, who would have to go to their respective company boards for permis-
sion to spend beyond agreed levels of investment. There is thus a hands-off
approach by the partners to the operational management of the IJV. The IJV
managers are knowledgeable of what they are required to do to run the busi-
ness and to satisfy the partners. As long as they provide the necessary infor-
mation through the board and they act in the way they are expected, they are
allowed a relatively high degree of operational autonomy. The operational
control very much belongs to the joint venture. Problems arise, however, when
the managers of the IJV brush up against the boundary of what is established
in the business plan.

Our data analysis revealed that the IJV managers have the freedom to run
the business knowing the performance outcomes expected by the partners. It
is necessary, of course, for partners to communicate their expectations clearly
to IJV managers, and for IJV managers to be aware of the partners’ goals for
the IJV. This points up the relevance of the planning and budgeting process
and in particular the importance of the business plan agreed through the board.
At the same time IJV management have to conform to reasonably rigorous
reporting to the partners. This process is likely to lead to a clear understand-
ing between the elements of the IJV system and to an amicable and appropri-
ate working environment.

Evidence supporting the importance of the business plan as a mechanism of
IJV control was present in the data. The business plan establishes the ground
rules, however, typical evidence from the interview data also indicates that in
general it is not dictated by the partners to the IJV management, rather it is an
agreed process. In other words, the business plan is not necessarily ‘handed
down’ to the IJV management from the partners, but may be developed by the
IJV management and ‘sold’ to the partners. Giving an IJV management
enough autonomy to genuinely run an independent business, but at the same
time making sure that major strategic decisions are taken by equity partners is
a delicate task. On the one hand it is necessary for the IJV management not to
feel emasculated, but at the same time the partners should feel sufficiently
confident that they have control over major issues. This is recognized by inter-
view respondents as a difficult balance in practice.

Performance and IJV Autonomy

Evidence relating to performance and autonomy derived from the question-
naire data is shown in Table 5.5, where correlations between the perception of
satisfaction of performance and the perception of the extent of autonomy
across a number of dimensions of decision making are reported for different
groups of respondents.2 Significant positive correlation was expected between
performance and the various areas relating to decision-making autonomy. For
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Table 5.5 Correlation between satisfaction and autonomy: questionnaire data (Spearman’s rho)

Extent of IJV autonomy All Both partners UK partner European partner IJV management

Hiring and firing non-technical personnel 0.233** 0.092 0.154 –0.031 0.379**
Patents & trademarks –0.016 –0.289* –0.581** 0.113 0.249
Technology & engineering of products –0.205* –0.315* –0.405* –0.275 –0.097
Process technology –0.163 –0.236 –0.124 –0.381* –0.123
R&D –0.150 –0.249* –0.074 –0.391* –0.081
Financing of JV 0.256** 0.346** 0.368* 0.359* 0.234
Deciding capital expenditures 0.192* 0.285* 0.212 0.427* 0.122
Location of JV 0.061 0.083 0.258 –0.083 0.048
Hiring and firing technical personnel 0.298*** 0.170 0.344* –0.174 0.433***
Pricing 0.054 –0.029 –0.024 0.031 0.117
Distribution 0.068 0.091 –0.119 0.342 0.044
Marketing 0.139 0.037 0.257 –0.186 0.272*
Day-to-day management 0.247** 0.334** 0.405* 0.291 0.173
Hiring and firing senior JV managers 0.334*** 0.255* 0.093 0.525** 0.417***
Cost control 0.211* 0.305* 0.257 0.398* 0.082
Manufacturing 0.046 0.057 –0.105 0.238 0.024

Notes:
* p < 0.1
** p < 0.05
*** p < 0.01
(1-tailed tests)



the partners and IJV management together (the ‘All’ column in Table 5.5),
significant positive correlation is found for hiring and firing non-technical
personnel, technical personnel and senior JV managers. Clearly, for the
respondents as a whole as IJV performance improves there is an expectation
of the granting of autonomy to the IJV managers in terms of hiring or dismiss-
ing the key personnel of the IJV. Considering the other respondent groupings,
however, it is apparent that these correlations only remain consistently sig-
nificant for the IJV managers. This would appear to indicate that the partner
firms are less prone to grant such autonomy than the expectation of the IJV
management to receive such decision-making autonomy when performance is
perceived to be good. For the ‘All’ group other significant positive correlations
are found for the financing of the JV, deciding capital expenditures, cost
control and day-to-day management. These correlations are significant for
both partners together but not for the IJV management alone. This indicates
willingness for the partners to cede financial and investment decisions to the
partners as performance improves but a lack of awareness of such increasing
decision-making autonomy on the part of the IJV managers. It is also interest-
ing that the day-to-day management coefficient is low and non-significant for
the IJV managers, perhaps indicating that they expect the greatest level of
decision-making autonomy over the day to day running of the IJV irrespective
of the IJV’s performance.

Contrary to expectations there are a number of significant negative corre-
lations reported in Table 5.5. This is the case for: patents and trademarks (for
Both partners and the UK partner); technology and engineering of products
(for the ‘All’ group, Both partners and the UK partner); R&D (for Both part-
ners and the European partner). These findings indicate that partners appear to
be reluctant to grant autonomy to IJV managers in these areas even when
performance is good or improving. These decision-making areas are charac-
terized by technological know-how and are probably core to the competitive
position of the partner firms. Partners may be unwilling to cede decision-
making autonomy in these areas in order to preserve their key competencies
and to prevent acts of opportunism on the part of the partners who would be
more able to appropriate this know-how if it was passed into the IJV. This
supports the contention of the resource-based theory that while the extension
of capabilities is a major reason for the establishment of IJVs, it is still
necessary to protect core capabilities from being appropriated by partner firms.

Correlations between perceptions of performance and perceptions of auton-
omy for the interview respondents are shown in Table 5.6. For this broad
measure of autonomy there is only one significant positive correlation. In
general, correlations from the interview data provide at best weak support for
the view that as performance improves the partners will grant increased auton-
omy to the IJV managers.
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Further examination of the interview data, however, clearly revealed a
recognition by respondents that IJV management autonomy is not guaranteed,
but is contingent on performance. We found that if the IJV is performing well
then the IJV management will be afforded a high level of autonomy; however,
if the IJV is performing poorly then the autonomy of the IJV management is
curtailed through the frequent and direct intervention of the partner firms.
Deviation from the budget, for example, tends to cause debate and possible
further direction to be provided to the IJV management. If the business is not
achieving its budgetary targets it is likely to come under a far greater degree
of control from the board of directors. So for many IJVs the budget setting and
the target setting are key to the level of autonomy that the IJV management are
allowed. The IJV management will achieve more autonomy the closer they are
to budget, and the closer they are to delivering the targets that the board of
directors set. The UK partner in IJV 15, for example, reported that the busi-
ness was not performing too well, so there was a high degree of intervention
from the board of directors and consequent loss of autonomy on the part of the
IJV management.

A key finding from this study is that in general greater IJV autonomy is
positively associated with perceived performance of the IJV, but that the
nature of this autonomy needs to be carefully specified. It appears that part-
ners allow IJV management autonomy as long as performance is acceptable to
them, but only in certain areas of decision making. If performance deterio-
rates, or is below what is expected, then there tends to be greater parent
involvement and intervention in the operational running of the IJV and in the
IJV decision-making processes. Overall, evidence from this study supports the
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Table 5.6 Correlations between (i) Satisfaction with performance and
perception of IJV autonomy
(ii) Age of JV and perception of IJV autonomy: interview data
(Spearman’s rho)

(i) Performance (ii) Age

All 0.15 –0.14
Both partners 0.21* –0.26*
UK partner 0.10 –0.56***
European partner 0.22 0.06
IJV management –0.08 0.11

Notes:
* p < 0.10
*** p < 0.01
(1-tailed tests)



view that the level of autonomy granted to IJV managers and IJV performance
are correlated, but not always positively so. Moreover, the interview data in
particular would tend to support the view that the level of autonomy is a func-
tion of performance, rather than IJV performance being a function of the level
of autonomy.

IJV Age and Autonomy

It is necessary to recognize the dynamic evolutionary nature of IJV govern-
ance systems. Autonomy is not a static concept so the nature of the autonomy
extended to the IJV management is likely to change over the evolution of the
IJV.Evidence relating to age of the IJV and autonomy derived from the ques-
tionnaire data is shown in Table 5.7. It is apparent that relatively few of the
correlations are significant, providing little evidence of a relationship between
age and autonomy. The significant positive correlations are: financing of the
JV (for the ‘All’ group, Both partners, the UK partner, and the IJV manage-
ment); deciding capital expenditures (for the ‘All’ group, Both partners and the
UK partner); the location of the JV and the hiring and firing of technical
personnel (for the IJV management); and hiring and firing senior managers
(for the ‘All’ group, Both partners, the European partner and the IJV manage-
ment). As the IJV matures it can be expected that partners will increasingly
grant autonomy to IJV management in these areas.

A number of significant negative correlations are also shown in Table 5.7.
The significant negative correlations are: technology and engineering of prod-
ucts (for the ‘All’ group, the European partner, and the IJV management);
process technology (for the ‘All’ group, Both partners, the European partner
and the IJV management); R&D (for the ‘All’ group, Both partners and the
European partners); marketing (for Both partners). As the IJV matures it can
be expected that partners will be unwilling to grant autonomy to IJV manage-
ment in these areas. These findings broadly support the correlation findings
related to perceived satisfaction of performance and autonomy. Partners
appear to be unwilling to cede decision-making autonomy over the duration of
the IJV, particularly in areas associated with proprietary technology, for
reasons outlined above.

Evidence relating to age of the IJV and autonomy derived from the inter-
view data is shown in Table 5.6. Only two of the correlation coefficients are
significant and both are negative (for both partners and the UK partner). This
indicates that for the broad conception of autonomy there is no underlying
relationship of increased autonomy as the IJV matures.

Overall, the findings of the study are mixed with regard to IJV duration
and autonomy. Some aspects of decision making are likely to be granted to
the IJV management as the venture matures while other areas, particularly
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Table 5.7 Correlation between age and autonomy: questionnaire data (Spearman’s rho)

Extent of IJV autonomy All Both partners UK partner European partner IJV management

Hiring and firing non-technical personnel 0.077 –0.034 –0.081 0.059 0.190
Patents & trademarks 0.008 –0.019 –0.116 0.030 0.073
Technology & engineering of products –0.229** –0.181 0.003 –0.385* –0.260*
Process technology –0.252** –0.321* –0.225 –0.519** –0.188
R&D –0.243** –0.337** –0.214 –0.435* –0.118
Financing of JV 0.290** 0.323** 0.416* 0.158 0.239*
Deciding capital expenditures 0.175* 0.371** 0.533** 0.202 –0.099
Location of JV 0.109 –0.097 0.026 –0.291 0.250*
Hiring and firing technical personnel 0.046 –0.145 –0.138 –0.164 0.236*
Pricing –0.032 –0.099 –0.063 –0.067 0.051
Distribution –0.126 –0.046 –0.224 0.192 –0.197
Marketing –0.162 –0.267* –0.224 –0.303 0.004
Day-to-day management –0.010 –0.038 –0.034 –0.039 0.043
Hiring and firing senior JV managers 0.291*** 0.296* 0.136 0.441** 0.241*
Cost control –0.017 0.098 –0.049 0.212 –0.270*
Manufacturing –0.129 –0.132 –0.393* 0.035 –0.136

Notes
* p < 0.1
** p < 0.05
*** p < 0.01
(1-tailed tests)



those associated with proprietary technology, are not. Broadly, the evidence
from this study indicates that autonomy cannot be expected to increase simply
as the IJV matures.

Dynamics of autonomy in IJVs

Figure 5.1 illustrates the nature of decision-making autonomy in IJVs as
reflected in the findings of the study.3 The horizontal line in Figure 5.1 shows
a continuum of decision making from strategic decisions to operational de-
cisions. To the left of the continuum are strategic decisions relating to the IJV.
In the main, strategic decisions will be made by the partner firms. Moving to
the right along the continuum there will be a range of decisions (which may
be termed tactical decisions) that will be taken jointly by the partners and the
IJV management. To the right of the continuum are operational decisions re-
lating to the IJV. In the main, operational decisions will be taken by the IJV
management. Autonomy of decisions making occurs when the IJV manage-
ment are solely responsible for decision making. The findings of the study as
reflected in Figure 5.1 show that IJV autonomy largely encompasses opera-
tional decisions.

The trajectories along the ellipses in Figure 5.1 recognize that changes in
decision-making autonomy will take place and movements backwards and
forwards along the continuum will occur as the performance of the IJV
varies. Improvements in performance will tend to encourage the granting of
autonomy. A decline in performance will encourage the withdrawal of auton-
omy. There is thus a cycling of joint decision making and IJV autonomy as
performance changes. The findings from the study indicate that when IJV
performance is at least satisfactory to the parents and appears to be improv-
ing, there will be a greater willingness of the partners to grant autonomy of
decision making to IJV managers, indicated by the rightward facing arrows
on the ellipses in Figure 5.1. Decisions that were formerly taken jointly will
tend to be taken by the IJV management alone, thus extending the extent of
IJV autonomy. As noted, however, not all decision-making areas will be
subjected to greater autonomy. Conversely, when IJV performance is less
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than satisfactory and appears to be deteriorating, there is likely to be a with-
drawal of autonomy of decision making by the parent firms. As indicated by
the leftward facing arrows along the ellipses in Figure 5.1, parent firms will
increasingly become involved in operational decision making, and IJV
management will become less involved in joint decision making over tacti-
cal decisions.

The cyclical nature of decision-making autonomy as a function of IJV
performance has important implications. First, the extent of autonomy in an
IJV is dynamic. The dynamic nature of autonomy indicates different levels
of autonomy over time for a particular IJV, and different IJVs will each tend
to be at different stages in the cycle of decision making. One-period cross-
section studies of autonomy are thus unlikely to capture the nature of the
changing dimensions of autonomy. Second, different IJVs will have differ-
ent limits over which the cycles occur. In other words the extent of the cycle
over the continuum will be more constrained for some IJVs than for others,
depending on the particular circumstances of the IJV, including the pro-
clivities of the partners to engage in decision making. Hence the extent and
scope of autonomy will vary between IJVs. The cyclical nature of auton-
omy also makes it unlikely that researchers will find a simple positive linear
relationship between autonomy and the performance of IJVs and autonomy
and the age of IJVs.

CONCLUSIONS

This is one of the first studies to report a perceptual measure of autonomy
considering the managerial context in all three elements of an IJV, and to relate
this to the theoretical underpinnings of IJV governance. The perceptual
measure shows that partner firms and IJV managers consider that there is a rela-
tively high degree of autonomy afforded the IJVs in this study, with no sig-
nificant difference in the mean scores for perception of autonomy between the
partners or between each of the partners and the IJV management. However, a
more detailed examination of the perceptual measures shows weak correlation
and low similarity of rating, both (a) horizontally between the partners and (b)
vertically between each of the partners and the IJV management. The findings
of the study show that there is a spectrum of autonomy across decision-making
areas. IJV managers have a relatively high degree of operational autonomy but
relatively low levels of strategic autonomy in decision making. The findings
show further that operational decision making by IJV managers takes place
within the context of a set of constraints established by the partners and decided
through the board of the IJV. The limits within which the IJV managers have
autonomy are established within the context of the IJV’s business plan.
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The relationship between IJV performance and autonomy is not clear cut. As
performance improves, an extension of autonomy is likely to be granted in
some decision-making areas, in part those associated with the financing and
capital investment of the IJV. Performance improvement is not likely, however,
to be associated with an extension of decision-making autonomy over the
proprietary technology of the IJV. Similar conclusions apply to the relationship
between the duration of the IJV and autonomy. In broad terms IJV management
cannot presume that there will be a simple extension of autonomy of decision
making as the venture matures.

IJV autonomy is a rather fuzzy concept unless the distinction is drawn
between strategic autonomy and operational autonomy. Giving an IJV
management enough autonomy to genuinely run an independent business,
but at the same time making sure that major strategic decisions are taken by
equity partners, is a delicate task. The difficulty of this task is compounded
by the dynamic evolutionary nature of the partner–management relation-
ship over the life-cycle of the IJV. Further, IJV management autonomy is
not guaranteed but is conditional on IJV performance satisfying partner
goals.

The interpretation of these findings in terms of the theory of IJVs is instruc-
tive. Transaction cost theory posits that key markets will be internalized,
particularly where strong indivisibilities are present. Our findings that internal
markets in management skills, technology and capital are largely under
system-wide control exactly confirm this. There is also confirmation of the
resource-based view of the firm that key capabilities are protected (by devices
such as the business plan established by parent firms) and extended (by mutual
activities across the parents and the IJV) by the exercise of variable levels of
autonomy.

There are several possible future research opportunities to extend our
findings. First, the identification of the stage of the life-cycle of the IJV at
which increasing levels of autonomy are granted by the parents. Second,
clearer identification of the variables that condition the granting or with-
drawal of IJV autonomy by parents. Third, the nature of the relationship
between autonomy and the dimensions of management control in IJVs.
Fourth, the relationship between autonomy and effectiveness of the IJV, an
issue which has begun to be addressed by Newburry and Zeira (1999).
Fifth, comparisons of subjective (perceptual) measures and objective
measures of autonomy would be instructive. Patterns of behaviour in the
IJV, for example, morale and motivation, may be more a function of the
perceptions of the autonomy condition rather than the objective condition;
this seems worthy of future research. Sixth, comparison studies of auton-
omy in subsidiary companies and IJVs would be a welcome addition to the
literature.
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NOTES

1. Cohen’s kappa measures the agreement between the evaluations of two raters when both are
rating the same object. The difference between the observed cases in which the raters agree and
the proportion expected by chance is divided by the maximum difference possible between the
observed and expected proportions, given the marginal totals. A value of 1 indicates perfect
agreement. A value of 0 indicates that agreement is no better than chance.

2. Care must be taken when comparing means for the self-administered questionnaire data, which
is not as uniform as the personal interview data. With the latter there are data from matching
interviews across each element of the IJV, that is 20 UK parents, matched with 20 European
parents, matched with 20 IJV managers. With the self-administered questionnaires, although
the data is drawn from the same 20 IJVs as the interview data, there are not 20 matching sets
of responses. This is because for several IJVs one or more elements of the IJV have not
responded. Hence when comparing categories of respondent for the questionnaire data the
discussion should be couched in terms of UK firms, European firms and IJV management,
because of the inexact matching of the data set.

3. A similar diagrammatic representation of centralization and autonomy in the context of multi-
national control of subsidiaries is found in Brooke (1984).
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6. Learning to manage international joint
ventures

INTRODUCTION

Increasingly knowledge is considered a vital ingredient in competitive
success. As the integration of global markets intensifies competition, com-
panies must devote more attention to ways of acquiring the knowledge
resources that they need. With constantly shifting technologies, products and
processes, competitive advantage may rest on the ability of a company to learn
and diffuse accumulated knowledge throughout the organization (Garratt,
1987; Choi and Lee, 1997; Nonaka, 1991, 1994; Lynn and Rao, 1995;
Spender, 1994). In this context the possibility of using co-operative strategies,
especially international joint ventures, as instruments for gaining knowledge
is being more readily acknowledged (Lyles, 1987; Inkpen, 1995).

The importance of learning within organizations has long been considered
an important determinant of technological progress and the raising of effi-
ciency and productivity. Child and Faulkner (1998: 287) maintain that the abil-
ity to learn is probably the most important intangible asset that a company can
possess. In the mainstream economics literature the phenomenon of ‘learning
by doing’ (that is, increases in output without additional investment) was
formally elucidated in the 1960s by Arrow (1962), Levhari (1966), and
Sheshinski (1967). More recently, the learning process in organizations has
been examined within the realms of organizational theory and strategic
management (Huber, 1991). This literature focuses not only on the outcomes
of learning but also on the processes of learning, that is, on the methods used
by firms to utilize knowledge and develop organizational efficiency.
Principally, this is done through more effective use of skills in order to achieve
the outcome of raising productivity or retaining or enhancing competitiveness
(Dodgson, 1993).

A number of types of learning have been postulated, including higher and
lower level of learning (Fiol and Lyles, 1985), generative and adaptive learning
(Senge, 1990), strategic and tactical learning (Dodgson, 1991) and single-loop,
double-loop learning (Argyris and Schon, 1978) that involves detection and
correction of errors (for an elaboration of these concepts, see Dodgson, 1993).
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Although IJVs provide a vehicle for learning, and while alliances create
value (Chan et al. 1997; McConnell and Nantel, 1985), Anand and Khanna
(2000) note that there is widespread recognition of the difficulty inherent in
this process of value creation. This is evidenced by the relatively high failure
rate for IJVs and cross sectional studies which ‘point to a consistently low
level of satisfaction with IJV performance, especially in developed countries’
(Beamish and Delios, 1997b: 108). The failure rate is likely to differ, however,
between the type of firm generally thought to be able to manage alliances well,
and the type thought to be poor at managing alliances (Alliance Analyst, 15
August, 1997). Clearly, the lessons of managing IJVs are important to practis-
ing managers, as successful management is likely to improve the performance
of IJVs. It is therefore important to identify what IJV experienced partners and
managers suggest are the key lessons of managing IJVs, which is the basic
goal of this chapter.

Recent research on IJVs shows that the learning process, broadly defined,
is an important determinant for the formation of strategic alliances (Hamel,
1991; Kogut and Zander, 1992; Inkpen and Beamish, 1997). There is a basic
distinction to be made between learning from the partners, and learning about
how to form and manage IJVs. Inkpen (2000: 1020) elaborates on this distinc-
tion and notes two forms of learning from partners: first, firms may seek
access to partners’ knowledge and skills but not with the aim of integrating the
knowledge in their own operations. This type of partner learning is necessary
when firms seek to combine their skills successfully in an alliance. Second, a
firm may acquire knowledge from its partner that can be used to enhance strat-
egy and operations in areas unrelated to the alliance activities. Learning from
partners occurs largely through the transfer of tacit knowledge, in order to
enhance competencies, and the competitive position of the parent firm – a
view given prominence by the resource-based theory (Hamel, 1991; Glaister,
1996). Learning about how to form and manage IJVs involves the acquisition
of knowledge useful in the design and management of other alliances which
may be applied to the management of future alliances (Inkpen, 2000). The
focus of this chapter is on this type of learning. There is paucity of data and
analysis with respect to the typesof lessons learned after a period of an IJV’s
existence – or after its termination. This chapter attempts to fill this lacuna by
reporting empirical data from the survey of UK–European IJVs in order to
elucidate the management lessons that are deemed important. This framework
is broader in scope than research such as that by Lyles and Salk (1997) and
Child and Markoczy (1993) which focused mainly on the scope of IJV com-
panies learning from parents.

The chapter is organized as follows: a literature review is set out in the next
section. Section three elaborates upon the major management lessons
discerned from the interview and questionnaire data; section four provides a
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discussion and development of future research propositions. Conclusions are
in the final section.

LITERATURE REVIEW

Learning to Manage IJVs

Two different objects of learning are identified in the prior literature (see for
example Tsang, 1999; Buchel et al., 1998: 25), they are ‘learning the other
partner’s skills’, that is, co-operating to learn, and ‘learning from strategic
alliance experience’, that is, learning to co-operate. Co-operating to learn
means using JVs as a medium for organizational and inter-organizational
learning. This concept of learning dominates the literature on learning in the
context of alliances and defines learning narrowly. The object of learning from
a partner is usually a certain technology, or other types of know-how, of the
other partner. This learning motive is strong in alliances where the firms desire
to discover new opportunities or to acquire new capabilities (Koza and Lewin,
1998; Khanna et al., 1998; Nti and Kumar, 2000; Dussauge et al., 2000; Lane
et al., 2001). Hence increasing numbers of IJVs are being created because both
partner companies hope to acquire new competencies by combining their
resources in a process of inter-organizational learning (Buchel et al., 1998:
245). Doz and Hamel (1998: 52), for instance, emphasize that alliances are
often the best way for companies to acquire and deploy new skills quickly.
Knowledge can be used jointly and combined across different functions. This
can only succeed, however, when both partners see the co-operation as offer-
ing a win–win situation. If one partner hopes to learn at the expense of the
other, the co-operative venture cannot be learning-oriented in the full sense of
the term.

Learning to co-operate means striving towards a growing understanding of
the processes and specific problems involved in IJVs, and continuing to
develop one’s own practices and competencies in IJV management. Buchel et
al. (1998: 25) argue that the important thing is to learn how a JV works, the
problems that arise and the possibilities that exist for organising, guiding and
developing in different areas. This concept of learning emphasizes that manag-
ing an alliance with a partner is itself a great learning experience, especially if
the partner is a foreign company. As noted in the introduction, this type of
learning is the focus of this study.

Child and Faulkner (1998: 289) note that collaboration can enhance or-
ganizational learning through the accumulation of experience and knowledge
about how to manage alliances. Moreover, this benefit is becoming increas-
ingly significant at a time when more business activity is being organized
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through strategic alliances. Clearly, collaborative know-how might be used
later in the design and management of other collaborations.

Buchel et al. (1998: 244) point out that managing a JV is a demanding lead-
ership task in which the main day-to-day challenge is to resolve the difficult
conflicts which repeatedly threaten the existence of the co-operation. The scope
of management thus extends far beyond organizing the operational side of the
company and assigning tasks to different people. It is a complex process which
takes place at different levels in the JV system and which cannot be reduced to
a matter of formal rules, contracts, business procedures or sequential planning.
Tsang (1999) notes that Parkhe (1991) identifies five dimensions of inter-firm
diversity in global strategic alliances, namely societal culture, national context,
corporate culture and strategic direction, as well as management practices and
organization. Parkhe argues that the diversity has negative effects on the
longevity and effective functioning of an alliance, but organizational learning
and adaptation can mitigate the impact of diversity, that is the partnership can
be strengthened when the partners learn to analyse their diversity and to devise
solutions to accommodate the differences. This implies that in modern busi-
ness, the know-how of managing international strategic alliances has become
an essential resource of most firms, and learning is the means to acquire and
accumulate the resource.

‘Learning from strategic alliance experience’, requires an experiential
learning process, as distinct from ‘learning the other partner’s skills’, that
entails a vicarious learning process (Tsang, 1999). Vicarious learning is more
focused and requires the staff concerned to have the necessary background
knowledge. As Tsang (1999) notes, this does not imply that the partners must
have an intent to learn. Individual and organizational learning may be an
unconscious activity. However, an intent to learn may spur an organization on
to higher levels of learning. Hamel (1991) argues that a partner’s intent to
internalize the other’s skills is a key determinant of learning; the stronger the
intent, the higher the chance that the partner will win the learning race. Tsang
(1999) argues that although learning intent is not a necessary condition for
learning, especially experiential learning, to take place, the presence of learn-
ing intent in a company is the first step towards effective learning.

In asking how exactly firms might learn to manage alliances, or acquire an
alliance capability, Anand and Khanna (2000: 298) break the question down
into two parts: first, how individuals within the firm learn and, second, how
firms harness the learning experiences of such individuals. They note that
repeated exposure to different partners exposes individuals within the firm to
a broad repertoire of experiences. This facilitates the interpretation of new
unforeseen contingencies in their subsequent alliance interactions. The ability
to learn from a particular alliance is thus likely to be enhanced by the set of
problems encountered in prior learning experiences. The knowledge built up
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in this way will in part be about learning skills themselves (Ellis, 1965), or
more broadly about ‘learning to learn’ (Estes, 1970).

Anand and Khanna (2000) point out that ‘learning to learn’ at the firm level
is a complex function of the individual level phenomenon. Cohen and
Levinthal (1990) relate each firm’s learning ability to its ‘absorptive capacity’.
Absorptive capacity refers to the ability of a firm to understand and exploit
knowledge in various knowledge domains, and may be used as a measure of a
firm’s ability to appropriate knowledge from an alliance relationship. The
greater the absorptive capacity of a firm, the more knowledge it can appropri-
ate from a given volume of alliance-generated knowledge. Differential learn-
ing may also occur because the division of work may expose the firms to
different amounts of alliance-generated knowledge. Nti and Kumar (2000)
note that absorptive capacity is a characteristic of a firm that is required and
shaped over many years and is not likely to change during the course of a
particular alliance relationship. Absorptive capacity is a product of the firm’s
organizational culture, which shapes its motivational orientation, technologi-
cal competence, and the quality of the human assets it attracts and develops.
The process of accumulating absorptive capacity depends on a firm’s prior
preparation and requires continuous and sustained investment (Cohen and
Levinthal, 1990; 1994).

Cohen and Levinthal (1990) also point to the possibility of path dependence
in learning to learn. Firms that have learnt to learn will continue to do so at an
increasing rate, while those that have never invested in learning from different
experiences will not find it optimal to do so. In the context of alliances, this
would imply that heterogeneity in alliance capabilities will persist over time
(Anand and Khanna, 2000). It seems that what is learned in a focal IJV is
likely to vary with JV prior experience. This JV prior experience may be a
function of the number of JVs the partner has had and the number of JVs the
respondent has been involved in – these might be two different things. It is
unlikely to be the case that learning in either respect is a monotonic increas-
ing function. It might be better to think of ‘learning to learn about managing
IJVs’ as an inverted U-shaped function, that is learning increases in the early
phases of IJV partnering, peaks, and then declines with further experience as
learning opportunities diminish with further experience. In asking respondents
to indicate what they have learned from a focal JV, the responses are likely to
vary with prior experience.

Despite support for the idea that learning to manage alliances might be
important, there has been little empirical analyses on this issue. Lyles (1988)
found unanimous agreement among managers and staff of two US and two
European firms, with a successful history of operating IJVs, that there was a
valuable transference of experience from previous ventures. This transfer-
ence took place largely through the sharing of experiences, the continuity of
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top-management oversight, and the development of management systems. The
companies were also able to use their experience as a credential that made it
easier for them to form new IJVs. In related empirical work Gulati (1995a)
shows that pairs of firms appear to learn over time to manage their collabora-
tive activities more efficiently. Anand and Khanna (2000)’s empirical analysis
identifies two important factors that drive value creation in alliances: a firm’s
experience in managing alliances, and the existence of persistent firm-specific
differences in the ability (or inability) to create value through alliances. They
find strong evidence that firms learn to create more value as they accumulate
experience in joint venturing. They also find strong and persistent differences
across firms in their ability to create value and interpret these differences as
reflecting differences in ‘alliance capabilities’.

While the prior literature demonstrates the importance of learning to co-
operate, there has been little elaboration of the key areas in which such learn-
ing improves the management of IJVs. Consequently, the basic research
question to be explored in this study is the nature of the lessons learned in the
management of IJVs.

LESSONS LEARNED

Coding analysis of the interview data revealed a large number of categories of
lessons learned that were highlighted as being important – these are listed in
Table 6.1. A large number of categories elicited responses from only one or
two of the interviewees. However, several categories elicited eight or more
responses; these involved lessons associated with culture, the strategic vision
of the IJV, issues of operational decision making, the anticipation of imple-
mentation issues, the management of a 50–50 equity relationship, and matters
of trust. It is apparent from the crude listing of the categories of response that
the UK managers were able to identify more lessons learned in the manage-
ment of IJVs (47 citations) than were European partners or IJV managers (37
citations each).

Of the 63 completed self-administered questionnaires received, 41
answered the question on lessons learned. The total number of citations was
68 spread over 27 broadly distinct categories, as shown in Table 6.2. Again
most categories elicited responses from only one or two of the respondents
with five categories cited five or more times. The most frequently cited ca-
tegories from the questionnaire data largely conformed to those of the interview
data in that they were concerned with lessons associated with shared strategic
vision, matters of culture – either national or corporate culture, communica-
tions and operational decisions. The identification of lessons of managing IJVs
were more readily expressed in the questionnaire responses by the IJV
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Table 6.1 Categories of lessons learned from interview data

Lesson Total UK European IJV
partner partner management

Culture 17 8 3 6
Shared strategic vision 15 7 3 5
Issues of operational decision making 9 2 3 4
Anticipating implementation issues 8 5 2 1
50–50 relationship 8 3 3 2
Trust 8 3 3 2
Personal relationship 5 3 1 1
Exit strategy 4 3 1 0
Clearly identifying complementarities 4 2 1 1
Commitment 3 1 2 0
Past relationships 3 0 1 2
Calculating financial return 2 1 1 0
Autonomy for JV 2 0 1 1
Avoid JVs 2 1 1 0
Issue of JV autonomy 2 0 1 1
New competencies 2 0 1 1
Surface disagreements 2 0 1 1
Learning from partner’s practices 2 0 1 1
Inculcating JV perspective 2 1 0 1
JV agreement 2 1 1 0
Due diligence analysis 1 1 0 0
Process of ongoing learning 1 0 1 0
How to structure the JV 1 0 0 1
Avoiding faults 1 0 1 0
Understanding consequences of negotiation 1 0 0 1
Nothing 1 0 1 0
Financial strength 1 0 1 0
Balanced partnership 1 1 0 0
Frustration of seconded managers 1 0 0 1
Integrity 1 0 0 1
Anticipate change 1 1 0 0
Clear definition of what is to be shared 1 0 1 0
Appropriate incentives 1 0 0 1
Resource availability 1 1 0 0
Advice from consultants 1 0 1 0
Neutral IJV management 1 0 0 1
Even-handed decision making 1 1 0 0
Partner selection procedure 1 1 0 0
Understanding the partner 1 0 0 1
Total 121 47 37 37



managers (39 citations) followed by the UK partners (20 citations) and then
the European partners (nine citations).

While the data coding revealed a large number of distinct responses to the
question of lessons learned, further examination of the interview transcripts
and written questionnaire responses revealed that these categories broadly
grouped into three distinct areas of learning with respect to the management
of IJVs: the management of the IJV formation process, management of the
boundary relationship between partners, and the management of the opera-
tions of the IJV. These three areas include not only findings which confirm the
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Table 6.2 Categories of lessons learned from questionnaire data

Lesson Total UK European IJV
partner partner management

Shared strategic vision 9 4 0 5
Effort to manage different corporate culture 7 1 1 5
Importance of good communication 6 0 1 5
Agreeing key operational decisions at formation 5 2 0 3
Don’t underestimate national cultural differences 5 1 1 3
Define clear lines of responsibility between partners

and JV managers 4 1 1 2
Need more effort to win people over 3 0 0 3
Careful selection of senior managers of JV 3 1 2 0
Let JV managers manage within agreed plans 3 1 0 2
50–50 causes severe problems 2 0 0 2
Regular review of performance needed 2 1 0 1
Nothing specifically new 2 1 0 1
Importance of openness and speed 2 1 0 1
Early financial commitment necessary 2 0 0 2
Takes long time to establish coherent management 1 1 0 0
Much easier when JV profitable 1 1 0 0
Assumption of successful outcome before contract

finalized brings operating benefits 1 1 0 0
Using strengths of parent company 1 0 1 0
Need for structured plan to keep control 1 0 1 0
Partner selection by competencies/requirements 1 0 0 1
No previous experience – all new knowledge 1 0 0 1
Learn to compromise and respect each other 1 0 0 1
Initial contingency planning facilitates later

agreements 1 0 0 1
Equal power sharing 1 0 1 0
Have controlling influence in day-to-day

management 1 1 0 0
Simplicity in JV agreement 1 1 0 0
Preparedness to change personnel quickly 1 1 0 0
Total 68 20 9 39



expectations confronted in the prior literature (IJV formation process and IJV
operational management) but also one unexpected group of findings – the
importance of boundary relationships between the elements of the IJV. These
three areas of management and the key lesson categories are illustrated in
Figure 6.1. As shown in Figure 6.1 several of the categories of lessons
impacted on more than one of the broad groupings. The following subsections
elucidate the lessons regarding these three areas of IJV management.

IJV Formation Process

By far the clearest lesson regarding management of the IJV management
process is the need for the partners to establish a clear shared strategic vision
for the IJV. At the formation stage both parents must broadly agree their
respective objectives in regard to the IJV over its long-term duration. This
means recognizing that parents initially may have different goals with respect
to the venture, but these must be reconciled and in so doing, agreement
reached in regard to common goals and strategy for the IJV. There was a
general view from respondents that this leads to a smoother and more efficient
running of the IJV. It follows, therefore, that where there is significant diver-
gence in goals and strategy, there is a fear that this will have a detrimental
effect on a JV’s performance. The UK manager of JV 1 provided a typical
view in regard to common goals/strategy:

I think the first thing is to make sure that both parties understand very clearly why
they are getting together so they have a common aim, and in that sense sharing the
strategic vision, i.e. not what’s right today, but what is going to be right in the long
term, what both companies strive to achieve.

It is clear that one partner should be very careful when selecting the other
partner company. Respondents identified a number of lessons in connection
with partner selection, but of particular importance is the identification of skill
and resource complementarities between the partners, ensuring that resources
are available and establishing clearly what is to be shared between the part-
ners. During the IJV formation stage partners should undertake a formal analy-
sis of the financial viability of the proposed venture, and even undertake a due
diligence analysis to ensure that what the partner promises is actually deliv-
ered. During the negotiation stage one respondent recommended that advice
be obtained from third parties, particularly consultants, who can provide an
objective view on the proposed venture and help to avoid problems from the
beginning.

The atmosphere in which the negotiations are conducted is also relevant,
particularly the need for partners to have a high degree of integrity. An IJV is
a partnership, and the partners must be open and seek to avoid hiding anything
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that is to their advantage and not to the benefit of the IJV. The atmosphere of
negotiations is also affected by the degree of trust and commitment between
the partners as well as the nature of prior and current business and personal
relationships between the partner companies. These issues will be examined
when considering boundary relationships.

During the formation process it is necessary to determine the structure of
the IJV and to anticipate implementation issues. These factors have an obvi-
ous bearing on the operational management of the IJV and will be discussed
in more detail when examining the lessons of IJV operational management.

A minority of respondents emphasized the need to anticipate an exit strat-
egy from the IJV. This should be undertaken not in the sense of planning for
failure but ensuring that there is a contingency arrangement should the partner
seek an exit position. The options of acquiring the partner’s share, selling to
the partner, selling to a third party or liquidating the business should be care-
fully considered. It was suggested by one respondent with a great deal of IJV
experience that there must be an exit strategy included in the contractual
arrangement, because inevitably there will come a point in time when the
strategies of the partners change and consequently their attitude to the IJV.
This may come about, for example, from the change of ownership of the part-
ner, through merger or acquisition. At this point the partner should ensure they
are not locked into a relationship they would rather dissolve. In the euphoria
of establishing the IJV when each partner is displaying a strong commitment,
often a ‘divorce settlement’ is not negotiated or not well considered because of
the negative overtones. For some respondents, however, negotiating an exit
strategy is a very important part of the formation process. The basic lesson is
to have a clear way out of the relationship before it formally begins.

Boundary Relationships

All of the boundary relationship issues are also associated with either the IJV
formation process or IJV operational management. This is hardly surprising as
the boundary relationship is key to both activities. Those lessons that bear on
both the IJV formation process and boundary relationships will be discussed
first. One lesson is that the partners should fully commit themselves to the IJV.
Evidence from respondents indicates that it is probably better not to enter
into an IJV than to do so in a half-hearted manner or with second thoughts.
Commitment requires the full involvement and confidence in the IJV of the top
management of each partner. Concomitant with this should be the participation
of senior managers in the formation stage of the IJV. Supporting prior research
which identifies a greater propensity of firms that have allied in the past to do
so again (Gulati, 1995a), management of the IJV formation process and bound-
ary relationships can be improved if senior managers from the partners have
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had a previous business relationship. Respondents argued that this past re-
lationship is beneficial in part because it provides an informal mechanism for
keeping control of contentious issues, in that the relevant parties should be
able to communicate with each other outside formal meetings. The past re-
lationship also provides cohesion between the partners and lays the founda-
tion for trust. Partly engendered by past relationships, but also growing out of
the focal IJV, several respondents stressed the importance of managers forg-
ing personal relationships beyond the business relationship. The development
of personal relationships in turn nourishes trust and understanding. Good
personal relationships at the senior level of the partners are seen as important
in fostering beneficial IJV performance. The view was expressed that when
the partners’ senior managers most directly responsible for the JV have a
good personal relationship there is a greater probability that the venture will
work well. A good relationship between senior management of parents is
considered beneficial; whereas if this relationship is poor, problems invari-
ably arise. This was explained by the European manager of JV 20:

And with the two partners, if there is a knowledge at the management level of the
two partners, due to past experiences or working relationships, and trust between
[them], it is clearly a help. Because . . . the top management has clearly a positive
and strong effect on the workforce, the managers of the joint venture, they feel
supported, they feel confident.

A concern for JV partners that stems from difficulties of joint ownership is
to minimize conflict and disputes. The importance of a good personal re-
lationship appears to be key in addressing dispute resolution. Though formal
mechanisms are almost always established to resolve potential disputes and
disagreements – usually through board level discussion – there is a reluctance
to go down this path. A desired alternative is for senior managers to have good
working relationships with their counterparts so that tension is reduced from
the outset.

In situations where personal relationships are not maintained, then prob-
lems are likely to arise which will ultimately affect the performance of the IJV.
Enduring personal relationships may be most difficult to maintain when the
IJV involves two partners that are considerably different in size. This was
noted by one of the interview respondents from a relatively small partner
company. The larger partner rotated its personnel so that the smaller partner
rarely saw the same set of managers. This may be particularly problematic
when the managers involved in drawing up the original IJV agreement are not
the same people the partner has to deal with subsequently, and who do not
have the same tacit understanding of the meaning of the agreement. This leads
to the recommendation that those who negotiated the IJV agreement should at
least spend some time ‘bedding in’ the working arrangements of the IJV in
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order to develop a better interface between the partners. Ultimately, past and
current relationships should lead to a better understanding of the partner. In
any event each partner must make the effort to understand the other. This
entails an understanding of the partner’s business, objectives, culture, and so
on. There may be a reluctance to surface some sensitive issues so partner
understanding requires patience to tease the crucial issue to the surface.

The importance of trust was emphasized by several respondents. There are
many definitions of trust and we did not impose a particular meaning of the
concept on respondents. As noted in the Research methods section in
Appendix 1, in the conduct of the interviews account was taken of the ‘native
category’ issue. The concept of trust discussed by the respondents was there-
fore valid in the context of their own experience. It was clear, however, that
there was a common sense of understanding of the concept of trust by respon-
dents that pervades many definitions in that ‘it refers to the willingness of one
party to relate with another in the belief that the other’s actions will be bene-
ficial rather than detrimental to the first party, even though this cannot be guar-
anteed’ (Child and Faulkner, 1998: 45).

The key lesson learned with respect to trust stems from the familiar worry
that the partner is acting, or will act, opportunistically. If this happens it is a
sure sign that the JV’s future is in jeopardy, hence, trust between parents helps
the IJV. Issues of trust and partner integrity are acknowledged to be important
determinants in the IJV decision-making process so concerns in regard to these
ought to be widely expected. Although trust may naturally evolve through
regular interaction between the partners, respondents recommended that
attempts should also be made deliberately to inculcate trust, because it cannot
be assumed that it will occur spontaneously. Deliberate efforts to build up a
degree of trust may come, for example, through team building in the joint
management of the IJV.

Many of the facets of the boundary relationship are clearly mutually reinforc-
ing. There is likely to be a positive cycle of relationship reinforcement beginning
with a history of prior co-operation that builds into strong supportive personal
relationships between senior managers. This in turn will lead to partner under-
standing and commitment for the IJV. In turn the partner interactions are likely to
be characterized by integrity and trust, which serves to reinforce the positive
nature of the personal relationship, commitment and understanding. The genera-
tion of this positive process of interaction will in general improve the boundary
relationship and enhance the success of the IJV. Conversely, where there is
obstructed development of personal relationships, this will negatively impact on
partner understanding and commitment, which is likely to foster low levels of
integrity and trust, to the ultimate detriment of IJV performance.

As shown in Figure 6.1, culture is relevant to the IJV formation process,
boundary relationships and IJV operational management. The aspect of culture
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that particularly affects the IJV formation process and boundary relationship
is that of national culture. The importance of national culture is recognition
that cultural issues such as language and national work practices (as distinct
from firm-specific operating culture discussed below) in general are nominally
extraneous factors keenly impinging upon inter-firm collaborative activity. It
is a factor that cannot be controlled – hence it should be carefully evaluated
before proceeding with the IJV. Each partner should identify what kinds of
differences they can and cannot tolerate. This suggests that a ‘soft issue’ such
as national cultural differences can act as a decisive influence in the formation
of a JV so that on occasion, even where there is potentially a ‘good fit’
between two partners, the country of a parent company or the intended coun-
try for a JV’s operations can prevent the partnership from proceeding for
reasons of cultural mismatch. The key lesson here is the belief that forming
IJVs with firms from countries with sharp national differences in culture
presents additional difficulties in the smooth running of a JV and hence should
be entered into warily. To proceed with the venture entails ensuring that the
cultural differences are both understood and managed. Respondents stressed
the importance of showing respect for and sensitivity to the national culture of
the partner. Moreover, managers have to learn to deal with these differences.
This requirement has implications for the kind of people that are placed in a
boundary relationship or an IJV management role, and in turn for staff training
and preparation for undertaking such roles. Such people should be tolerant of
the nationality of the foreign partner, or at least should be willing to understand
the culture of the partner. Education and training practices of the partners
should involve thinking beyond the national culture and embrace multicultural
perspectives. Unless partners can develop an understanding and tolerance of
different cultures the venture is likely to head for trouble.

Several of the categories of lessons were pertinent to both boundary re-
lationships and IJV operational management. The importance of good commu-
nication stems from consistently and clearly informing the partner about
relevant information pertaining to the JV. It therefore follows that lack of
effective communication may cause misunderstandings between the partners
or between partner and JV management which may, in some circumstances,
lead to a loss of trust and ultimately to weakening in JV performance. Related
to this is the imperative to air disagreements. Problems should not be hidden
or avoided but should be brought to the surface very early. This is in order to
prevent ill feelings or disagreements from lingering. It is necessary for part-
ners to be frank with each other and to state the unpalatable in order to clear
the issues out of the way.

We found that a contentious issue is the division of equity shares between
the partners and in particular the problems that may arise from a 50–50 split.
Such IJVs have often been characterized as particularly sensitive to cultural
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differences and parental tensions (Killing, 1983; Salk, 1992). With respect to
lessons learned concerning ‘difficulties of 50:50 JVs’, respondents noted the
potential for constant arguments between the parents leading to the slowing
down of the decision-making process with, ultimately, a damaging impact on
the JV. Generally, those who cited this lesson thought that one partner needs
to have majority shareholding.

Partners need to assess carefully the pros and cons of an equal equity part-
nership. Negative views from respondents on a 50–50 split were that it imposes
a burden on the IJV and a disincentive to the teams of people working in the
venture. Decision-making took much longer and bickering between the
shareholders adversely affected the performance of the IJV management.
Compromises thus have to be arrived at in order to make the relationship work,
which may lead to sub-optimal decisions. Alternatively, compromises cannot be
arrived at, which frustrates the IJV management. A partner can stop the opera-
tion of the JV if one of them does not agree with the proposed solution.

Many respondents favoured an unequal equity split in order that the domi-
nant partner could, in effect, take control of the IJV. An unequal equity share
avoids conflicts that cannot be solved easily. In general the view was that the
IJV would perform better if there were a dominant partner. These sentiments
echo the conclusions reached by Killing (1983). We also found, however, that
some respondents had a favourable view of 50–50 relationships, reporting
positive experiences. Dividing the equity 50–50 and putting control pro-
cedures on an equal footing was considered by some respondents to be a better
arrangement than an unequal equity distribution where difficulties may be
experienced by minority partners in influencing the majority partner. A 50–50
division of equity in creating a situation of equality between the partners may
also tend to foster the development of trust. Further, it may be conjectured that
the equity share will play a role in the IJV formation process. The division of
the equity shareholding is clearly a contentious issue, of which potential part-
ners to an IJV must be aware.

IJV Operational Management

A lesson cited frequently by respondents was the need to anticipate imple-
mentation issuesand relatedly, to identify responsibilities in the management
of the IJV. From the outset, partners must clarify issues of management
control, management structures, and management roles and how they will
rotate. This is in order to ensure there is no ambiguity, and that managers know
what their future roles are to be.

Data indicated that through the formation process and into the ongoing
operation of the venture it is necessary to identify which party will be respon-
sible for delivering which end result and to know how the implementation plan
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will evolve as the IJV matures. It is necessary to define clearly who is respon-
sible for each activity and to avoid having more than one person responsible
for the same thing, with associated lines of demarcation in terms of reporting.
This prevents one party playing off the other. It also prevents a more senior
manager playing politics between the two.

It should be made clear exactly who is responsible for which set of de-
cisions. This means identifying the levels of decision making – which decisions
go to the parents, the IJV board, and which are handled by IJV managers. This
requires effective communication between all the parties. It also requires effort
to be put into team training in order to encourage practical working together
from both sides. Partners should recognize that it will take some time to bring
together different systems, ways of thinking and approaches to problem solv-
ing, and to resolve the personality clashes that are inevitably going to occur. A
further lesson is to develop a succession plan for the senior management who
will operate at a strategic level.

Allied to anticipating implementation issues are the lessons from the actual
issues of operational decision making. A fundamental point is that a partner
cannot take the decisions that it could with its own business, because it simply
does not have the freedom to act. Consequently, operational issues may be a
problem because the decision-maker has to take into account the opinions of a
number of other parties, and these may differ. This is why an effective
decision-making process is required. One respondent argued that this is facil-
itated best through a flat management structure. At some point disagreement
will inevitably occur and as all parties have to overcome these disagreements,
the flatter the hierarchical structure, the better.

The fact that there will be occasions when it is not possible for the IJV
management team to move quickly on decisions that require approval of both
of the shareholders, is likely to lead to frustration within the management
team. As a consequence there is a requirement for mature and experienced
managers in an IJV, probably more so than if the venture were a wholly owned
subsidiary. This is because the IJV managers have to learn to deal with these
frustrations, to manage round them and to achieve the consensus that is
required. Related to this, respondents noted that because of the greater diffi-
culty of running an IJV, more people are probably required to staff it than
would be the case with a wholly owned subsidiary.

The management of the IJV leads to a number of related issues noted by
respondents. A somewhat controversial area is the extent of autonomy that
should be granted to the IJV managers. There are arguments for and against
autonomy in IJVs (for a survey see Newburry and Zeira, 1999: 266–7). One
respondent acknowledged that for him this was an unresolved issue. From
other respondents there was a view that parent companies must give guidelines
but not be involved in the day-to-day business and tactics of the IJV. While
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there is no clear prescription from the respondents in our sample with regard
to the extent of IJV autonomy, it is clear that this is an issue parents must
confront. One point stressed was the need for neutrality on the part of IJV
managers in that they must not favour one partner, even if they are seconded
to the IJV from one of the parent companies. It is necessary for the IJV
management to consider themselves as working for the JV and not to operate
as part of the parent company. In this respect it is necessary that IJV managers
do not bring the baggage of the previous relationship with them and do not
make assumptions that things will be done in a particular way. Respondents
emphasized that it is important that decisions are made in the best interests of
the IJV, and that the decision-making approach has to be even-handed so that
one partner is not favoured over another. It is recommended that if necessary
the managers must be trained to that view.

Seconded managers may also have personal concerns. Such managers
could feel frustrated if they believe they are being kept in the IJV management
team because they are performing well, but at the same time this constrains
them from being considered for career advancement elsewhere in the parent
company. Ultimately, this could cause deterioration in morale and effort on the
part of the affected managers. In this regard career progression should be iden-
tified for IJV managers with ease of re-assimilation into the parent company
provided as an option.

Lessons concerning the operating culturewere emphasized by many
respondents. A well identified lesson involves the problems of bringing
together two culturally different organizations in a JV and trying to develop to
a common culture. This can be a frustrating process but it may also impose real
costs on the IJV if the resulting problems and conflicts cause personnel to
leave the business. This element of IJV management should not be under-
estimated. Partners should be aware that that there is a need to ensure that the
culture of the IJV is developed and evolves. Moreover, the culture of the part-
ners should be well understood by the operating managers within the JV.

Lessons learned concerning operating culture relate to the full gamut of the
modus operandi of a JV. This subsumes how a JV is managed. One lesson is
to identify carefully the allocation of parental responsibility for the various
functional areas of the JV, that is, production, quality, finance, marketing, R &
D, pricing, investment, reporting mechanism and so on, as well as agreeing to
the limits of the JV’s autonomy as noted above. The interviewee responses
show that there is great concern to ensure that the operational aspects of a JV
are ones that parents are comfortable with. If this is not so, then there is a real
danger of tensions arising between the partners and problems within the JV
itself, with the risk of the IJV failing. In the sample this was most apparent
between those IJVs involving private parent companies (all British) and some
state-owned European companies. This is where the clash of operating culture
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was greatest – with very different histories, traditions, working practices and
goals.

Another aspect of culture is the lingua franca to be used. In all of the IJVs
in the sample, the English language was used between the partners. However,
some European respondents noted that even though English was the agreed
medium, they were at times irritated by the UK partner’s failure to appreciate
that they were communicating with those for whom English was not the
mother tongue. This, in turn, led to operational tensions.

DISCUSSION AND RESEARCH PROPOSITIONS

The formation of an IJV assumes superiority of organizational mode over
alternatives such as market contracting or the creation of a wholly owned
subsidiary (Buckley and Casson, 1988). However, exit from the JV relation-
ship is likely to be more difficult than vis-à-vis market exchange whilst control
of the JV is likely to be more problematic than in comparison with a
subsidiary. The formation of a JV implies, indeed requires, mutual forbearance
on the part of parent companies that needs to be balanced with moral hazard
implicit in a JV contract of which there are two main types: actions taken by
one parent to the detriment of the other, and actions taken by the JV manage-
ment that are detrimental to one or both parents. Both stem from insufficient
information and consequently, the JV contract is inherently incomplete. The
prevention, therefore, of such opportunistic behaviour (Williamson, 1975)
necessitates effective monitoring and control procedures over the JV (Buckley
and Casson, 1988; Beamish and Banks, 1987). Nonetheless, the co-operative
nature of a JV contract necessitates a degree of trust in the partner (Faulkner,
1995; Madhok, 1995) so that trust becomes a crucial variable in the JV
phenomenon. Parents must trust or learn to trust both their partner as well as
those managing the JV. This requires refraining from opportunistic behaviour
and trusting that both the partner and JV management shall do likewise
(Nooteboom, 1999). There is, however, always the risk of a breach of trust and
parent companies are cognizant of this. To ensure that potential losses emanat-
ing from this possibility are minimized may ultimately require the termination
of the JV contract so that an exit strategy needs to be planned either at the
initial agreement stage or during the course of the JV’s existence. Thus, the
intermediary, hence potentially more unstable, nature of the JV is likely to give
rise to distinct problems and considerations so that the learning experience
will be novel and lessons learned will reflect this.

To the extent that learning allows the partner companies to better manage
the IJV it is expected that performance outcomes will be a function of this
learning. IJV failure rates among firms generally able to manage IJVs will be
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expected to be lower than failure rates among those firms thought to be poor
at managing IJVs. More generally the performance objectives are more likely
to be met in those IJVs where the partners have absorbed the lessons of
managing IJVs.

These observations give rise to a number of research propositions: These
propositions are better regarded as identifying some important research topics
than portraying a comprehensive research agenda.

• P1: The necessity for mutual forbearance will give rise to concern for
issues of trust.

• P2: The potential threat of opportunistic behaviour will focus attention
on an exit strategy.

• P3: Performance outcomes will be superior in those IJVs that have
learned better how to manage IJVs.

Differences in lessons across characteristics of the sample are difficult to test
with this sample because of the large number of interrelated lessons and the
relatively small sample size. However, future research should consider how
lessons learned may vary with the following characteristics: motive for IJV
formation, previous IJV experience by parents, cultural distance of the part-
ners and the number of parents. Young et al. (1989: 19) have noted that it is
necessary to distinguish between the role of alliances in establishing cor-
porate linkages, such as sharing investment risks, attainment of economies
of scale, exchange of complementary technology, and so on, as opposed to
their role in corporate entry strategies, principally entry to new geographical
markets. This suggests greater difficulties and possibly greater risks involved
in market entry IJVs and highlights the importance attributed to a close know-
ledge of national cultural factors when a new market is being envisaged. In
this respect examination of how lessons differ within IJVs designed for
market entry as compared to other motives for formation would be instruct-
ive.

The more inexperienced the parent firms are in the formation and operation
of IJVs, the greater the rate of new learning is likely to be. Parent companies
starting with their first few IJVs are likely to be more naïve and prone to
making errors than are more sophisticated partners that have been involved in
the process several times. The nature of the learning is therefore likely to be
an inverted U-shape with respect to the number of previous IJV relationships.

The data from this sample emphasizes the importance of cultural issues in
relation to the lessons learned in managing IJVs. The nature of these lessons
is likely to vary with the cultural distance between the partners. Ceteris
paribus, where cultural distance is great this is likely to promote a greater
learning experience than where cultural distance is small.
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These observations give rise to the following propositions:

• P4: The lessons of managing IJVs will vary with the motives for IJV
formation.

• P5: The lessons of managing IJVs will vary with the extent of prior IJV
experience of the partners.

• P6: The lessons of managing IJVs will vary with the cultural distance of
the partners.

CONCLUSIONS

This chapter has reported on an area of IJV research that has hitherto been
relatively neglected, namely, the major types of lessons learned from the IJV
experience. When discussing their findings, Anand and Khanna (2000) note
that they cannot distinguish whether learning occurs as a result of firms getting
better at screening their alliance partners, or because they get better at inter-
facing with these partners (perhaps through designing better contracts or
through getting more adept at managing relationships). The findings from this
study indicate that each of these processes are likely to occur. Learning to
manage IJVs occurs across the areas of formation, partner relationships and
operational management of the IJV. Learning to managing IJVs is a multi-
faceted and interrelated process. Not only are many of the individual cate-
gorisations of learning interrelated, but they also mutually reinforce each other
into either positive, or negative, cycles of experience and effect on IJV per-
formance. A direct consequence of this interrelated and interdependent learning
activity is that better performance from learning to manage IJVs may be
causally ambiguous, in that direct relationships between facets of learning and
performance may be extremely difficult to identify. Unravelling the relation-
ship between learning to manage IJVs and performance outcomes is a chal-
lenge for future research. Some directions that future research effort may take
are identified in the suggested research propositions.
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7. Partnering skills and cross-cultural
issues

THE CONCEPT OF SKILLS

The skills required to undertake co-operative ventures are different from those
in a normal competitive environment, and those of co-operating with a partner
from a different cultural background are more complex again. This chapter
utilizes personal interviews of managers from all three elements of the sample
of IJVs (two parent partners and the IJV itself) to identify the key collabora-
tive or ‘partnering’ skills deemed to be important by managers. These skills are
cross-classified by the context in which they need to be utilized to provide an
‘analytical matrix’ of partnering skills.

The concept of skill is not easy to define. Cockburn (1991) suggests that
skill consists of at least three things: ‘the skill that resides in the person
himself, accumulated over time, each new experience adding to a total ability’,
‘skill demanded by the job – which may or may not match the skill in the
worker’ and ‘the political definition of skill’. Payne (1999) goes further, argu-
ing that skill ‘has expanded almost exponentially to include a veritable galaxy
of “soft”, “generic”, “transferable”, “social” and “interactional” skills,
frequently indistinguishable from personal characteristics, behaviours and atti-
tudes’. As Attewell (1990) says ‘like so many common-sense concepts, skill
proves on reflection to be a complex and ambiguous idea’. In view of this
complexity, we did not specify in advance the definition of skill, nor did we
delimit in any way the manager’s responses. This is in accord with the ‘native
category’ approach derived from social anthropology and ethnomethodology,
which allows the respondent managers to choose their own ‘native’ categories
of skill (Buckley and Chapman, 1998).

SKILLS IN IJVs

The view that there may be certain skills necessary for undertaking success-
ful alliance activity is a relatively novel one as is evidenced by a dearth of
studies that investigate this proposition. In studies where the importance of
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collaborative skills is acknowledged, it is suggestive, given in the form of
advice rather than being supported by empirical data (as in Lewis, 1990).
Arino’s (1997) work on co-operative behaviour and by implication co-
operative skills, examined only two – veracity and commitment: there are, of
course, other ‘skills’ that need to be discerned. We may conjecture that the
reason for this neglect is obvious and understandable: the dominance of the
competitive paradigm, reflected in management perception of focusing
predominantly on those skills necessary for their personal as well their firms’
success in a hostile competitive environment; notwithstanding the fact of a
rapid increase in co-operative activity. However, beyond the realms of the
mainstream competitive paradigm and Western business practices evidence
exists, for example in China, of a high degree of co-operation via business
networks through guanxi (that is, good inter-personal relationships) that
involve the promotion of ‘mutual awareness and understanding which can be
readily communicated through informal and social channels’ (Yeung, 1997).
Elements of guanxiinvolve what can be considered good partnering skills (for
example obligation and reciprocity, trust and respect) which are embedded in
the culture and thus also permeate business practices. A similar phenomenon
of business networks has long existed in other East Asian countries, notably in
Japan and Korea. Nonetheless, within the global economy, such practices are
exceptional, and where firms collaborate they have to do so without recourse
to an array of informal traditional networks – a logical outcome of the modern
globalization process. In terms of the nature of partnering skills, however, the
guanxi categories do provide a core set of skills which can be considered
universally desirable for collaborative activity, arguably even more so for
firms from different countries and cultures. Moreover, the co-operative
alliance literature has highlighted the importance of two such categories – trust
and reciprocity – in the IJV process, so skills that accentuate these must be
considered critical. Indeed, collaboration entails not just trust and reciprocity
but also the elimination of opportunism (where one or more of the elements of
a JV act in their own self-interest to the detriment of the others) and mutual
forbearance (a level of tolerance of partner’s shortcomings) (Buckley and
Casson, 1988): consequently, core partnering skills can be expected to bear
upon these strongly.

A further omission from the established literature on co-operative alliances
is the potentially vital issue of IJV managers learning how to manage their
parents. This reflects the ‘top-down’ attitude of much of the management litera-
ture – but ‘upward’ management skills might be of great importance in IJVs.

Equity joint ventures imply that the parents possess joint ownership, hence
joint interests, in the JV company. At the same time, however, there is invariably
a divergence of interests between parent companies in regard to the JV, which
may therefore exhibit a ‘mixed motive scenario’ involving both interdependence
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and conflict (Schelling, 1960). So effective partnering skills need to emphasize
the joint interests whilst minimizing real or potential conflict, and JV managers
will seek to lessen conflict between the parents given the possible damage such
conflicts can inflict upon the JV. It should be stressed, however, that the nature
of a JV’s operation, the external environment, and its performance might limit
the extent to which partnering skills can contain conflict and expand joint inter-
ests. Nevertheless, under normal conditions, it is reasonable to assume that
certain partnering skills do have a positive impact on JV conduct and per-
formance and so need to be nurtured and developed.

This brief discussion illustrates clearly that ‘skills’ in the context of IJVs
are difficult to separate from behaviours and beliefs. ‘Veracity’ and ‘commit-
ment’ have moral dimensions as well as skill dimensions. ‘Guanxi’ has skill
elements such as good communications as well as elements of social context.
Partnering skills are very much embodied in culture – both national and
company culture – and these need to be expressed in the plural to capture the
context of IJVs. It is when they encompass differences of both national and
company culture that the concept of partnering skills in the IJV context gains
its complexity, intellectual excitement and analytical intractability.

AN ANALYTIC MATRIX OF IJV MANAGEMENT

Figure 7.1 illustrates the operation of skills involved in managing an IJV with
two parents. Four categories of skill are shown.

1. Inter-partner skills, that is establishing the IJV and fostering the relation-
ships between the partners;

2. the skills required by the partner managers to manage the interface
between the two partner firms and the IJV;

3. the skills required by IJV managers to effectively cross the interface
between the IJV and the partners;

4. the skills required by the IJV managers to ensure successful operation and
performance of the IJV itself.

Table 7.1 lists broad categories of partnering skill that emerged from our
interview study. These skills can be related to our four categories above and to
‘levels of influence’ – the areas where the operation of these skills are par-
ticularly crucial. We identify these areas as:

1. national/macro elements;
2. industry or sector-level factors;
3. organizational and firm levels; and
4. perceptions of individual managers.
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This chapter classifies the skills listed in Table 7.1 into their most appropriate
use in the complex process of managing a two partner IJV, and by combining
the four levels of influence with the four categories of skill, we have been able
to summarize our results as the analytical matrix in Table 7.2.

(1) INTER-PARTNER SKILLS

Flexibility and Diplomacy

Co-operation necessarily implies regular consultation with the partner, and a
number of respondents referred to ‘diplomatic’ skills in this context. In
essence, this involves the ability to listen and compromise, attributes that
underpin reciprocity and forbearance. Hence, it is not surprising that such
skills were among the most cited. A typical example is that given by the
European partner of JV3:

But the people must be flexible – he does not have to agree every time, but he has
to be flexible, he has to be open to discussion, he has to take into account the point
of view of the other. He’s not a politician but he has to be a diplomat and he has to
think that maybe he is not right, even if he is French or English.
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Similarly, the UK partner of this JV states:

So I think you have to think a little bit more before you say something and put your-
self in their place and recognize that you are two separate companies. I mean it’s
very easy to you as the managing business, as we were, to sort of sideline these guys
and just use technical advice, you need to remember that their money was in there
as well and their reputation and their name indeed was in there as well. So I do think
it requires probably more diplomacy, certainly than normal business situations.

In JVs where one partner has a large majority equity share and hence
implied strong control over the JV, it might be possible to temper diplomacy.
Evidence, however, from the data suggests that this is a rare occurrence. Doz
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Table 7.1 Categories of partnering skills from interview data

Partnering skill Citations

Diplomatic approach 16
Take broad view and accept other cultures 10
Shared objectives and vision 10
Understand goals of both parents 8
International experience 6
Ability to trust and show honesty 6
Commitment to JV 6
No hidden agendas 5
Long-term view 4
Knowledge of JV’s business 4
Communication skills 4
Open exchange of information 4
Team player 4
Language skills 3
Management experience and skills 3
Work with partner to achieve consensus 3
Knowledge of and respect for partner 3
Leadership skills 2
Good negotiating skills 2
Adopt best practices 2
Commercial experience 1
Clear responsibilities 1
No partnering skills needed 1
Independent JV management 1
Parents involved in JV’s development 1
Total 110



1
2

5

Table 7.2 IJV skills set matrix

Level of influences → (A) Macro (B) Industry/sector (C) Firm (D) Individual manager
↓ IJV skills

1. Inter-partner skills Cultural sensitivity Industrial cultural Ability to forbear Flexibility in outlook
Language skills brokerage Importance of clear Credibility
Cultural brokers vision Empathy
‘Diplomacy’ Trust
Communication

2. Skills of managing IJV ‘Diplomacy’ Understanding industry Ability to be flexible Ability to influence across
Cultural sensitivity sector of IJV operation the boundaries of the firm
Language skills
Communication
Commitment
Setting clear goals

3. Skills of managing parents Managing cultural Ability of IJV managers Ability of IJV managers ‘Upward’ management skills. 
differences including to harness industrial to mesh into two Communication skills
language skills culture company cultures Good negotiating skills

Handling ambiguity

4. Skills of managing IJV Shared objective and Industry experience and Leadership skills Experience
vision knowledge Commitment



and Hamel (1998) note that while marriage is a commonly used analogy in the
literature of strategic alliances, a better analogy is found in statecraft. IJVs
maintain the separate identities and integrity of individual partners and, in so
doing, protect their self-interests. Doz and Hamel conclude that the ‘parallels
between geopolitical and business alliances are many, and that managers
should turn to history as a worthy source of inspiration and guidance’. This
perspective clearly has resonance with the key partnering skill of ‘diplomatic
approach’ identified in this study.

The Importance of Clear Vision

The importance of the partner managers setting a clear vision for the IJV was
a consistent theme among the responses. The manager of JV7 expressed this
clearly:

They have to have a shared belief which is fairly obvious but a shared belief in so
much as that what they’re trying to achieve is actually, for both of them, the same
objectives. The problem with that is that when it’s across geographical boundaries
and cultures, it’s very difficult to know whether . . . they are actually expressed in
the same priority as each of you would expect.

It was important that partner managers had to have the skill of enthusi-
astically communicating this vision within their own organization, across to
the partner firm and into the IJV. This ability to communicate, that some
respondents referred to as ‘skills of selling’ is important in order that those
involved in the JV buy into its meaning and purpose. The vision of the JV
should not remain the property of the top management of the partner firms,
but should be accepted broadly by all those involved in its establishment and
implementation.

The setting of clear objectives and measurable outcomes for the IJV is
closely associated with the development and communication of the vision. The
parent managers must be able to develop a clear understanding of each other’s
main objectives: objectives that are hidden from a partner may create major
disappointments or misunderstandings when attempts are made to achieve
them. It is crucial that the espoused objectives should recognize the synergy
between the partners so that there is a clearly identified common purpose. The
partner managers must identify a positive gain by both parties and a gain they
would be unable to achieve on their own. As one respondent noted, the key is
in the word ‘partner’ with both parties recognizing that they should be giving
something to the other and not just taking. Translating that purpose into a
commercial entity needs thorough research and a JV agreement and business
plan that is rigorous and comprehensive and that is fully owned by both
parties. In this sense those establishing the IJV must have the skills to develop
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a common view of a valid enterprise – a common view of a fundamentally
weak business enterprise is futile. A balance needs to be struck between the
possible detrimental effects to a partner by a certain course of action, and the
gains such action may bring about to the JV, and the skill of fully understand-
ing the other partner’s objectives helps to strike the right balance. The UK
partner of JV4 put it as follows:

Someone who understands what both . . . partners, both shareholders whatever,
what their aspirations are and can bring them together but at the same time, realizes
that you may have to tread on certain toes in both to get the end result. My view is
that both partners won’t mind as long as the end result is there.

Partner managers must be tenacious and consistent, and convinced that the
IJV is the right thing to do: if they are not, this will be communicated to the
partner and the IJV managers, with detrimental effect. The partnering skills are
thus fundamentally about leveraging the resources and capabilities in a syner-
gistic mix that will produce benefits for both sides. To produce this syner-
gistic mix between the partners, the partnering skills themselves must be
complementary. The ability to develop a clear management structure and a
clear implementation process is also important. The structure of managing the
JV, with clear responsibilities assigned between the partners, must be known
before the JV starts.

Although the importance of a clearly articulated vision of the venture, with
stated objectives and an identified implementation process, might appear obvi-
ous, the reason these are demanding criteria is that partner managers need
the skills to do these things well while working in the context of resolving
conflicts of culture and understanding a range of different practices, in addi-
tion to the normal demands of managing this process. Partner managers need
appropriately developed skills to handle this situation.

Credibility

To liaise effectively with the partner company the partner managers must have
credibility. Good knowledge of the business and the ability to deliver will tend
to make the foreign partner managers more inclined to listen and to do busi-
ness. We found that it was necessary for managers to display a knowledge and
respect for the partner, to understand how the partner runs their business, and
to have a genuine desire to recognize the partner’s strengths.

JV14 UK partner: 

I think the people in the joint venture have to be credible, and what do I mean by
that? They have to be people whose functional skills can be respected by individual
partners, and can therefore command respect and know what they are talking about.

Partnering skills and cross-cultural issues 127



Negotiating skills

Relationship-type skills – that is, the capability to ‘give and take’ and the abil-
ity to negotiate – were clearly important. One respondent observed that every
time there is a meeting between partners they are effectively negotiating and,
therefore, partner managers need to have polished skills in this area. Partners
need the capability to manage relationships and to influence relationships, and
for some respondents this was again reminiscent of elements of sales skills.
The need was also identified for thinking at the parent level to be in broad
envelope, strategy-plan terms, and to avoid being too much involved in
detailed control, which was perceived as a separate line of management. In
that sense, it is necessary for the parent managers to learn to ‘let go’.

Skills of Fostering the Partner Relationship: Trust, Empathy and
Cultural Awareness

In order to foster the relationship between the partners, several skills were
identified. Fundamentally the partner managers must be able to inculcate trust,
noted earlier as an extremely important facet of JV relationships (Faulkner,
1995; Madhok, 1995). Trust as a partnering skill involves convincing the part-
ner of your own honesty, that you trust them in their dealings with you and also
that you trust the JV management to act in accordance with the interests of
both parents. The UK partner of JV18 highlighted this as:

So you’ve got to be honest, you’ve got to be honest in your relationships and deal-
ings with people. You can adopt a sophisticated, assured, negotiated stance and that
might get you some way, but you would not get all the way with that and people
would see through it – they would detect a lack of honesty there. They would detect
that that was not a reflection of your true honesty.

We found that trust developed from openness and honesty between the part-
ners: frank, even-handed and transparent dealings without hidden agendas
created the climate for success. The personal integrity of the partner managers
is thus important along with an ability to act with mutual forbearance and reci-
procity.

The willingness and ability to provide information was seen as important in
confirming an honest attitude and developing trust. At the same time as
providing information, partner managers should be open to the receipt of
information. Expertise in listening, being able to fully comprehend and relate
to what the others are saying, was identified as being an important skill by
several respondents. Good listening was seen as underpinning the ability to
develop understanding of the real issues through discussion, and as offering a
sign of respect for the other partner’s position and opinion.
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Our data also suggests that empathy is an important attribute, associated
with an ability to give and take, and the eschewing of the position that the
manager or the parent always have to win. It was not seen as helpful for the
IJV relationship to be dominated by people with competitively driven psyches:
rather, the requirement was for managers who genuinely do care about the
other partner and spend time thinking about how the partner can be put into a
situation where he can go back a ‘winner’. Of course, a firm should not give
away its key resources and capabilities, but it should always consider what
really matters to the partner.

JV8 UK partner:

I can think of some individuals. . . who are quite unsuited to deliver win-win situa-
tions. I know one very senior manager.. whose idea of a win-win is to win and then
tell you he has won. I think that is completely counter productive. So you want
managers who really do care about the other partner, genuinely.

JV18 partner:

You need to be able to listen and not to impose, it’s important to be able to compre-
hend and relate to what the others are saying.

Not seeking to dominate all stages of the relationship, not trying always
to do better than the partner, were associated with the recognition that ulti-
mately the IJV is about a long-term win–win position for both partner
companies. This is reflected in the skill of reaching a compromise associated
with the desire for consensus and the aim of seeing the partnership work.
This does not mean that the competitive instinct in the managers is diluted,
rather that it needs to be controlled and to be shared. It is necessary for a
manager to compromise, to understand the partner’s point of view and to try
to work within that and to come to a common agreement. Reaching a
compromise is thus recognized as a strength rather than a weakness. Conflict
resolution and the ability to find joint solutions become recognized as
important traits. This requires managers who are prepared to adopt best prac-
tice, even if these do not come from their own firm. Our data also suggested
that frustrations and problems had to be expressed immediately but objec-
tively, and conflicts resolved or the partnership dissolved. Simply continu-
ing in such situations was not thought a feasible option, ultimately leading
to a bad and unsuccessful relationship.

Underpinning empathy and the need to compromise is an ability to be flex-
ible. In an IJV relationship, managers have to be more adaptable, to be
perceived as someone who will resolve things in a way that the partners are
comfortable with, rather than imposing a dogmatic solution. Each side will
have views, and the flexible attitude will take the best from both of them.
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Clearly distinct from the notion of ‘wishy-washy’ compromise, such flexibil-
ity was seen as a strong ability, going hand-in-hand with the strength to insist
on things where necessary.

Our data analysis further revealed that a key aspect of flexibility is cultural
awareness. The notion of diplomacy brings with it overtones of relationships
and negotiations between countries, and an effective international relation-
ship was seen as requiring knowledge and empathy for another country’s
culture and traditions. Similarly, dealings between partners from different
countries are made easier and more productive where there is an acceptance
of cultural issues, and a recognition that cultural issues such as language and
national work routines affect inter-firm collaborative activity. Respondents
noted that showing respect for, and being sensitive to, the national culture of
the partner constituted important partnering skills. A typical example is from
the manager of JV13: ‘Partnering skills [are] absolutely essential because you
are constantly having to resolve conflicts of culture, of practice, of everything
else on top of the normal conflicts. And so being able to handle that is very
important.’

There was clear evidence in the data that partner managers need to have an
understanding of the different cultures or they need to be able to pick up these
differences relatively quickly. Managers who were not alert to cultural differ-
ences risked making the presumption that both sides had the same under-
standing of a particular issue, when that might not be the case.

(2) SKILLS OF MANAGING THE IJV MANAGERS

Partner Skills of Managing the IJV Interface

Managers in partner firms need parenting skills. In part, during the early phase
of the operation of the IJV, the parent managers may need to coach the IJV
management through the running of the enterprise. Our data suggests,
however, that eventually parent managers need to develop a ‘hands-off
approach’, trusting the IJV management with the freedom to do what is in the
best interest of the venture. A balance of skills is required here. Some degree
of parent control is required with guidelines on appropriate ways of managing
but, at the same time, this should not be perceived by the IJV management as
interference. We found that the parents should establish the parameters within
which the IJV management may operate, and have an agreed understanding of
how they are going to monitor the IJV practice and performance, but should
then keep a distance, avoid interfering with the IJV, and grant a high degree of
operational autonomy.

JV4 UK partner:
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It is an understanding, an awareness of what the rules are and making sure that you
can live within the rules but achieve the end result. And if the rules of the structure
do not allow you to do that, you have to be a big enough individual to come back
and say ‘I can’t work within these parameters, it doesn’t work’ and you can modify
the parameters.

Our data analysis also revealed that some of the characteristics appropriate
to the partner managers should also be inculcated in the IJV managers. We
found, for example, that partners from one firm need to signal that JV manage-
ment should be open and straightforward in its dealings with the other partner.
Appropriate behaviour on the part of IJV management is thus encouraged by
partner expectations.

Skill Set of IJV Managers

In many respects the skills of managing an IJV are the same as the skills required
in any business, for example, respondents identified the need to be a leader, to set
goals, to be able to discuss problems and to motivate people. However, because
IJV managers have to deal with people from another country this imposes extra
burdens on them and so, in some respects, they need a more highly developed set
of skills. Our data analysis revealed that IJV managers require many qualities. As
seen in Figure 7.1, we first distinguish between the skills of managing the inter-
face between the partners and skills of managing the IJV.

(3) SKILLS OF MANAGING THE PARENTS

IJV Manager Skills of Managing the Parent Interface

The ability of IJV managers to manage their project’s relations with its parent
companies successfully was often emphasized by interviewees, and the impor-
tance of this interface appears to be a significant omission from previous
literature on joint venture management. We are able to identify the skills of
managing parents, which we identify in Table 7.2, as:

i. the ability of the IJV managers to mesh two company cultures, including
cultural and language skills; and

ii. ‘upward management skills’, including communication skills, good nego-
tiating skills and handling ambiguity.

(i) Meshing Different Cultures
By definition, an IJV is a cross-cultural entity. Managers in all elements of the
IJV need to be able to mesh the different cultural contexts in which the firm is
operating.
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JV8 UK partner: ‘The ability to communicate and work effectively inter-
culturally is essential.. the successful people are those who are able to work
inter-culturally.’

JV13 JV manager:

. . . you are constantly having to resolve conflicts of culture, of practice, of every-
thing else on top of the normal conflicts. And so being able to handle that is very
important. . . And within that you need to have an understanding of the cultures or
you need to be able to pick it up pretty quickly, otherwise you’re going to be in real
trouble.

Cultural awareness
JV2 foreign partner: ‘These people have to be very open minded, they have to
like different cultures, different languages, different people, it is essential.’

JV3 UK manager: ‘You need more highly developed skills because you’re
dealing with people from another country where, if you scratch deep enough,
the prejudices will surface.. .. So you have to think a little bit more before you
say something and put yourself in their place and recognize you are two sep-
arate companies.’

Success in coping with cultural awareness comes in part from taking into
account the parent’s views. The IJV manager has to identify with the needs of
the parent and to consider whether any action by the IJV can put the parent in
a difficult position. The IJV manager should be open about what needs to be
done and why, and be receptive to the views of the parents and prepared to
look to them for solutions. This involves developing an appropriate relation-
ship with managers from the parent firms.

(ii) Upward management skills
One key element of managing the parents is a flexibility of approach that can
be referred to as ‘diplomacy’, ‘give and take’ or political skills. Negotiating
skills are a manifestation of these generic skills which obviously include an
element of cultural sensitivity.

JV15 UK partner: ‘There needs to be a degree of flexibility. They will have
views, we have views and there needs to be flexibility in taking the best from
both of them.’

JV18 JV manager: ‘The capability to “give and take”. I think an element of
negotiation, along with that give and take type approach.’

JV4 JV manager: ‘An ability to try and compromise, which comes out of
being a good negotiator.’

JV14 foreign partner: ‘. . .running a joint venture takes some political skills
undoubtedly . . . the partners have to be very careful vis-à-viseach other, and
the man in between has to be even more careful. . . It does take some diplo-
matic talent.’

132 Strategic business alliances



Where more than one partner is involved, tolerance of ambiguity is a major
skill which is complementary to the meshing of different country and company
cultures.

JV14 UK partner: ‘I think you have to put in people who, firstly, can handle
a degree of ambiguity or frustration, because it takes longer and you have to
take more factors into account.’

Our data suggests that ultimately the IJV management and not the parents
must take responsibility to ensure that the governance structure and the direc-
tion being received from the two parents are being followed. At the same time,
the individual needs to accept responsibility for the management of the IJV,
and challenge the parents to provide a united approach. When necessary, the
IJV manager must have the confidence and strength of mind to go to the
parents and express concern about the parameters the parents intend to estab-
lish, seeking to modify them if necessary. Rather than being torn apart by
contrasting demands from each parent, the IJV management needs to express
such concern openly and press on the parents the need to come together to
facilitate a convergence of views. This takes managers with confidence and, to
be effective, this must be done early in the life of the IJV. The position of the
IJV managers requires them to be tough-minded with an ability to stand up for
themselves. At the same time social skills are required in order to interface
successfully between the two parents.

Clearly, the individual must accept the role of the manager of the JV, and
not be allied to either parent, even though previously they might have been
(and might be again) an employee of one of the parent firms. The perspective
of the IJV manager should be one that does not favour one parent over another,
and our data strongly suggests that what makes a good IJV manager is some-
body who works for the joint venture and nobody else. An IJV manager
appointed from one of the parent companies may inevitably feel a certain
affinity towards their former employer, but we found evidence to support the
view that the ability to develop a neutrality vis-à-visthe parents was recog-
nized as a necessary skill. The IJV manager must be someone who understands
the aspirations of both parents, and can bring them together, but at the same
time realizes that it may be necessary to tread on certain toes in both camps to
get the end result.

(4) SKILLS OF MANAGING THE IJV

Competencies

As with the parent managers the IJV manager should also be a diplomat –
a role that indubitably requires more diplomacy than in normal business
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situations. Managers generally have a natural sense of authority, issuing orders
and instructions, and setting directions. The parents have to deal sensitively
with each other in these matters, and the IJV manager, as the person in
between, has to show even greater care. To manage this position appropriately,
therefore, requires diplomatic talent: in fact running an IJV requires a degree
of political skill.

We found that the ability to integrate within the IJV was an important skill.
The management of the IJV was regarded as a difficult position. The parent
shareholders are effectively two bosses and the IJV manager may be under
competing pressures to satisfy both. Consequently, successful IJV managers
were those who were seen as having successfully managed the potential
conflict of interest between the parents. They had an ability to negotiate and
compromise, were considered to be patient and to have had a focus on the
long-term and a degree of tenacity. Such managers are able to act in a consul-
tative manner and introduce a greater degree of joint consideration in decision
making. They are able to tackle problems or issues in a broader way, and to
avoid being very narrow-minded. In turn, this requires the IJV manager to be
able to handle a degree of ambiguity or frustration, because, with more factors
having to be taken into consideration, the decision-making process often takes
longer.

IJV managers need the skills and abilities to work within different
cultures and to produce a new joint culture. Although the IJV is the
employer, the origin and the background culture of the employees cannot be
erased immediately. IJV employees from the parents will arrive with a
dominant and often contrasting paradigm (Johnson, 1992), and their behav-
iour will be affected by which partner they have come from, and their own
views and experience. It is essential therefore that the IJV manager can
accept, and be sensitive to, different cultures. In the early life of the IJV, the
managers should resist dogmatic approaches to the way things are done,
seeking to accommodate differences. The ability to communicate and work
effectively inter-culturally is therefore essential as the IJV manager seeks to
weld a new culture positively. In part this may require emphasizing the
success stories of working with the parents and expunging the stories of
failure or mistakes.

The Importance of Experience

We found that an important influence on the competencies of the IJV
managers was their previous experience. It is important that the managers of
the IJV appear credible, in the eyes of the parents, the employees of the IJV,
and its major customers. IJV managers should know the business of the
venture, have had appropriate commercial and management experience, and
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should be people whose functional and management skills are recognized by
individual partners, and can therefore command respect from all parties.

Although the interviewees expressed some divergence of views, there was
a broad consensus that an important element of competence and previous
experience was having international exposure from previously working over-
seas. Exposure to different international cultures was considered particularly
relevant in developing a degree of empathy towards different cultural back-
grounds and working practices. This is closely related to cultural issues, where
managers simply recognize that previous international experience (not
necessarily of IJVs) assists in the better understanding of how business is
conducted across national boundaries. The UK partner of JV13 put it as
follows: ‘I think that one thing I would tend to look for is did the person have
international experience, because I think what makes them unable to see other
people’s points of view is the fact that they’ve been rather closeted in their
own culture and background.’

In general it was argued that people with international experience would
tend to make better IJV managers because they would understand the cultural
differences better and would be more able to understand the partner cultures,
especially if the personnel concerned have worked in the home country of the
partner. Such experience enables partner firms to ‘pick horses for courses’ in
the sense of matching the country experience of the individual with the coun-
try of the partner. For instance one respondent noted that the Dutch are delight-
fully pleased by their bluntness, that is, they have a style which is direct and
open. Quite a number of British people would find this difficult to cope with,
but prior experience of the culture would make working with the Dutch much
easier.

Commitment

An important consideration for some firms was the selection of the JV ‘start
up’ team. One argument strongly put was that a proportion of those involved
in establishing the IJV should also become involved in its management, not
necessarily in roles that would keep them in the IJV for the long term but in
the role of helping bed in the venture. If there is a complete separation of the
team that establishes the IJV from the team that subsequently manages it, the
latter may not fully comprehend the rationale of the IJV and may be less
emotionally committed to making it work. So some of the people who negoti-
ate the deal and set up the IJV, should follow through to IJV management roles
to carry through the concept of understanding and ownership of and commit-
ment to the IJV. This also avoids the danger that a fresh IJV management
might redefine the venture through lack of understanding of it which comes
from being involved in its formation. This view was summarized by the UK
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partner of JV19: ‘. . . and making sure that they perform those tasks that are
necessary in order for the joint venture to be a success so that they are commit-
ted to it and committed not only just to the joint venture but making sure that
they support it within their own activities.’

JV10 UK partner: ‘Commitment on both sides, common vision, common
objectives, common goals. Commitment must be sustained over a period of
time, and longevity of commitment emerges as consistency of strategy.’

JV20 foreign partner: ‘You have got to be consistent. You have to be fully
convinced that it is the right thing to do, because it will show if you are not.
You’ve got to live with the whole thing . . . and be able to carry it among all
the difficulties.’

THE ANALYTICAL MATRIX COMPLETED

Figure 7.2 encompasses and synthesizes our findings. Its rows examine the
IJV skills that emerged from our interviews, while the columns focus these
skills by the level of utilization. One row (3) is highlighted to show the impor-
tance of the skills of managing the parents by the IJV. Our study shows that
the ‘upward management skills’ are unjustifiably neglected as they contribute
to our understanding of partnering skills in IJVs. The matrix is a useful ana-
lytical engine and managerial device enabling outside analysts to focus on key
areas in formulating and managing successful IJVs, as well as enabling
managers to pinpoint real and potential difficulties in establishing and running
an IJV. It is a diagnostic tool that should help managers to isolate and remove
problems. It also has a dynamic element: as the IJV’s lifecycle extends, so the
crucial management issues move from columns (A) and (B), which are most
important in the pre-operational phase, to columns (C) and (D) which domi-
nate the set-up and ongoing operation phases.

MANAGERIAL IMPLICATIONS

Selection and Training for Partner Interface and JV Management

Our data analysis revealed the growing importance of selection and training
for partner interface and IJV management. Firms are increasingly realizing
that the way forward for them strategically is to partner with other, often
competing, firms. With the proliferation of alliances and IJVs there has been a
growing awareness of the need proactively to develop the skills required for
partner interface and IJV management. We found that some of the partner
firms invest quite heavily in training – including the need to appreciate the
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differences of managing to compete, and managing to co-operate. Selection
procedures are important because some types of individuals are considered
inappropriate for such roles even though they may be intrinsically good
managers. This is particularly the case for those lacking the fundamental part-
nering skills identified above and those with no international experience.

Several firms were conscious of the need to help individuals to develop,
and to use them in relation to their strengths. In that context we found that staff
rotation through different parts of the business, including overseas postings
and cultural exposure, was important. This was to ensure that they see every
aspect of the company, including using the opportunity of an overseas post to
perceive the company more from the perspective of a partner or a customer
and to learn something as a result. The more a company is able to do this, the
more it is able to build a group of people who will be adept at managing the
elements of the IJV. Training programmes are also recommended to develop
clear thinking and a constructive approach to the firm’s IJV strategy.

Finally, consideration should be given to succession planning in IJV
management. The IJV may have been formed and successfully managed by a
group of people who then move on. This incurs the risk of having new people
come in to manage the IJV who might have a different agenda and might not
have the same rapport or communication with their opposite numbers or the
partners. It should be acknowledged that personnel changes can have a sig-
nificant impact on the IJV, and parent firms and incumbent IJV managers
should carefully plan for management succession in order to minimize disrup-
tion to IJV performance.

CONCLUSIONS

There is nothing inevitable about the success or failure of IJVs. Management
makes the difference. This chapter provides new perspectives on partnering
skills in IJVs that are crucial to successful IJV performance. From the analy-
sis of interview data, four categories of skills were identified: inter-partner
skills, ‘downward’ skills of managing the IJV managers, ‘upward’ skills of
managing the partners, and skills of managing the IJV. The chapter presented
an analytical matrix formed from the delineation of these skills across the
context in which these skills need to be used. This matrix functions as an
analytical device and as a diagnostic tool, facilitating the analysis of real and
potential problems in the management of IJVs.
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8. Performance assessment in IJVs: The
relationship between subjective and
objective methods and the influence of
culture

INTRODUCTION

The motives for international joint venture (IJV) formation include access to
markets, cost and risk sharing, economies of scale, and access to new tech-
nologies (Contractor and Lorange, 1988; Glaister and Buckley, 1996). These
motives indicate that the competitive advantage of the firm is increasingly
dependent on the scope of the firm’s co-operative relationships with other
firms (Parkhe, 1991). Despite the benefits of co-operation, IJVs have rela-
tively high failure rates (Beamish and Delios, 1997b). This has given rise to a
substantial literature on the determinants of IJV performance. One major issue
is the appropriate measure of IJV performance. In his comprehensive review
of measuring strategic alliance performance, Olk (2001: 5) notes that there is
no single view of how to measure organizational effectiveness and that there
are challenges in measuring effectiveness that are unique to strategic alliances.
Most obviously, alliances are hybrid structures, with somewhat fuzzy bound-
aries which makes performance evaluation more difficult. Furthermore, there
are multiple members – an IJV system has at least two partners and (usually)
an IJV management – with no clear basis for evaluating the range of interests.
These features add to the already complex issue of how to evaluate per-
formance. Consequently, there is no consensus on the appropriate definition
and measure of IJV performance.

Early studies of IJV performance used a variety of financial indicators such
as profitability, growth and cost position, or objective measures of per-
formance including survival of the IJV, its duration, instability of (significant
changes in) its ownership, and renegotiation of the IJV contract. Later studies
used subjective measures such as managers’ satisfaction with performance. A
particularly contentious issue is the extent to which the objective measures and
subjective measures of IJV performance are correlated (Glaister and Buckley,
1998a, 1998b; Geringer, 1998).
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This chapter addresses some key research issues of IJV performance
measurement using data from IJVs between UK firms and partner firms from
Western Europe. Its fundamental purpose is to replicate and extend previous
studies relating to IJV performance assessment. The replication undertaken in
this study has been classified by Tsang and Kwan (1999: 768) as ‘generaliza-
tion and extension’, where different research procedures are employed and a
sample is drawn from a different population of subjects. Hubbard and Vetter
(1996) in undertaking an examination of replication studies in economics,
finance, management and marketing, contend that the majority of the business
literature consists of fragments and isolated findings. It may be argued that this
is particularly so in the field of research which concerns IJV activity (Parkhe,
1993). Uncorroborated studies, even those accompanied by statistically sig-
nificant results, provide a weak foundation for the development of theory and
practice. In order to contribute to the accumulating body of work relating to
the measurement of performance in IJVs, the specific aims of the study are as
follows: (i) to consider the relationship between objective and subjective
performance measures, (ii) to examine the extent to which different measures
of IJV performance measure different phenomena, (iii) to clarify the re-
liability of single respondents reporting IJV performance compared to multiple
respondents reporting IJV performance, (iv) to examine the influence of the
national culture of the partner on performance evaluation as the literature iden-
tifies this as an important determinant of performance measurement. The next
section discusses the issues involved with IJV performance measurement and
develops the hypotheses of the study. The following section sets out the
research methods for the study. The fourth section presents the findings and
discussion. Conclusions are in the final section.

ISSUES AND HYPOTHESES DEVELOPMENT

The Relationship between Objective and Subjective Performance
Measures

Objective performance measures of IJVs include financial indicators, such as
profitability (Lecraw, 1983), IJV survival (Harrigan, 1988a; Geringer, 1990;
Geringer and Woodcock, 1995), IJV duration (Harrigan, 1986; Kogut, 1988),
instability of IJV ownership, reflected in significant changes in the equity
holdings of the parents (Gomes-Casseres, 1987; Beamish and Inkpen, 1995),
and re-negotiation of the IJV contract (Blodgett, 1992). Frequently there is
difficulty in obtaining financial data relating to the IJV, because financial
results are usually subsumed into the partners’ accounts. IJVs are often used to
engage in a high level of complex tasks that have uncertain outcomes and so
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their financial performance is only relevant in the long term (Anderson, 1990).
Moreover, objective indicators like IJV duration or survival may measure both
success and failure of the relationship – termination may reflect IJV success
when its objectives have been achieved. An alliance that ends is not necess-
arily an alliance that fails. As Olk (2001: 6) notes, the indicator of longevity does
not apply in all contexts and it does not capture the learning and other goal-
related activities that occur. Geringer and Hebert (1991) stress the failure of
financial and objective measures to reflect the extent to which an alliance has
achieved its aims. They argue that despite poor financial results, liquidation or
instability, an IJV may have met or exceeded the parents’ objectives and so be
considered successful by one or all of the parents. Conversely, an IJV may be
viewed as unsuccessful despite good financial results or continued stability.
Concerns over the ability of financial and objective measures to capture IJV
performance led researchers to adopt perceptual measures of a parent’s satis-
faction with IJV performance (Killing, 1983; Schaan, 1983; Beamish, 1985;
Inkpen and Birkinshaw, 1994; Lyles and Baird, 1994; Dussauge and Garrette,
1995; Osland and Cavusgil, 1996). An advantage of subjective measures is
that they are able to provide information on the extent to which the IJV has
achieved its overall objectives.

The extent to which there is a positive and statistically significant re-
lationship between objective and subjective performance measures has
been the subject of debate (Glaister and Buckley, 1998a, 1998b; Geringer,
1998). Geringer and Hebert (1991), for a sample of US IJVs, reported
significant and positive correlation between the objective measures of
survival, stability and duration and subjective measures of IJV perfor-
mance. In their sample of UK IJVs, Glaister and Buckley (1998a) found
that the objective measure of survival had the strongest and most significant
set of correlations with subjective performance measures, while the corre-
lations for duration and stability were weak and non-significant. Hatfield et
al. (1998), using a sample of US domestic JVs, reported correlations that
were consistent with those obtained by Geringer and Hebert (1991), but
contradicting Glaister and Buckley’s (1998a) findings. Ali and Sim (1999)
from a sample of private sector IJVs in Bangladesh, found that the subjec-
tive measurement of overall performance was strongly and positively corre-
lated with goal achievement and JV survival. Correlations between overall
performance and JV stability were positive but barely significant, a result
that is marginally different from Geringer and Hebert’s (1991) finding but
closer to Glaister and Buckley’s (1998a) finding. Ali and Sim further report
that overall performance is not correlated with JV duration (close to zero),
contradicting the findings of Geringer and Hebert (1991) and of Hatfield et
al. (1998), but lending support to Glaister and Buckley’s (1998a) finding. It
is apparent that prior work has led to conflicting findings, which makes it
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difficult to generalize. To help resolve the current lack of empirical consen-
sus, this study’s first hypothesis is:

H1: There will be a significant and positive correlation between objective
and subjective measures of IJV performance.

Do Different Measures of IJV Performance Measure Different
Phenomena?

Hatfield et al. (1998) take the debate further by suggesting that objective and
subjective performance measures are not assessing the same phenomenon. If
partners perceive JVs as successful, then the partners are more likely to
continue the relationship, extending the duration of the JV, which in turn
affects JV survival. But they note that this does not prevent the possibility that
environmental and strategic factors affect duration and survival more than
partner goal achievement. For instance, termination may result from changes
in a partner’s strategy or environment, as well as from the successful accom-
plishment of a partner’s goals or organizational learning. For Hatfield et al.
(1998) this indicates that although partner goal achievement, duration and
survival may be positive and causally related, these variables do not measure
the same phenomena. Using regression analysis they found support for the
hypothesis that partner assessment of JV goal achievement, JV duration and
JV survival measure different phenomena. Ali and Sim’s (1999) findings using
regression analysis provide support for the view that goal achievement, JV
duration, survival and stability measure different phenomena. Our second
hypothesis is:

H2: Satisfaction of performance, performance achievement, IJV survival
and IJV duration measure different phenomena.

The Reliability of Single Respondents Compared to Multiple
Respondents

The entity responsible for IJV performance assessment is another contro-
versial question, that is which perspective should be used to assess performance
– the partners or the IJV management (Anderson, 1990)? The existence of
different members of the IJV may produce diverse points of view and may
generate contradictory opinions about overall IJV assessment. A comprehen-
sive perspective of performance seems to be required, by incorporating assess-
ments from the different participants involved. As Geringer and Hebert (1991)
pointed out, however, collecting responses from all participants is complex
and costly. The key issue is thus the extent to which the assessment by one
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element of the IJV is related to and representative of the other elements’ over-
all assessment of IJV performance. A finding that a consistent relationship
exists between the assessment of performance among the elements of an IJV
would provide the confidence to reduce the number of responses required and
lead to important reductions in research costs. Geringer and Hebert (1991)
found strong similarity in evaluation between IJV managers and partner
managers, and between the two partners. Their conclusion is that measures
from one partner reflect the performance of both partners.

If the partners have a similar perception of IJV performance, and IJV
management has a similar perception of performance as the parent firms, we
would expect a positive and significant correlation between the performance
assessments. This is reflected in the following hypotheses.

H3a: There will be a significant and positive correlation among the parents’
assessment of IJV performance.

H3b: There will be a significant and positive correlation among the parents’
and the IJV management’s assessments of IJV performance.

Geringer and Hebert (1991: 252) also focus on the extent to which data
collected from one element of the IJV represents a reliable estimate of the
other element’s perception of this performance. They argue that shared owner-
ship and decision making in IJVs indicates that one element of the venture will
demonstrate some awareness of the other element’s assessment of per-
formance. So it will be expected that the first partner’s evaluation of the
second partner’s satisfaction regarding performance will be correlated with the
second partner’s actual reported satisfaction, and similarly, with respect to the
partners’ evaluation of the IJV manager’s satisfaction regarding performance,
and the IJV managers’ assessment of the partners’ evaluation of performance.

H3c: There will be a significant and positive correlation between a parent’s
satisfaction with IJV performance and perceptions by the other partner
and the IJV management of this parent’s satisfaction.

H3d: There will be a significant and positive correlation between the IJV
management’s satisfaction with IJV performance and perceptions by
the partners of the IJV management’s satisfaction.

The Influence of the National Culture of the Partner on Performance
Evaluation

Geringer and Hebert (1991) also considered the influence of national
culture on performance evaluation. They contend that agreement on an
IJV’s performance between its parents may be influenced by the national
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cultural similarity among them. Where there are national cultural similarities,
this will tend to produce a greater agreement among the parents regarding the
IJV’s performance. In contrast, dissimilarities in national culture may lead to
differences in the partners’ perceptions of each other and the IJV and result in
a lower degree of agreement regarding IJV performance. For their Canadian
sample, Geringer and Hebert reported correlations between partners’ assess-
ments of specific aspects of IJV performance that were significantly positive
as well as being stronger for partners where there was a cultural similarity.
Glaister and Buckley (1998a) supported Geringer and Hebert’s conclusion on
national cultural differences, making the distinction between respondents for
whom national culture was, or was not, apparent rather than from the location
of the partner firms. In an attempt to replicate and extend these findings, this
study’s final hypotheses (based on Geringer and Hebert, 1991) are:

H4a: Correlations between partners’assessments of IJV performance will be
stronger in IJVs involving parents with similar national cultures.

H4b: Correlations between UK partners’ assessment of IJV performance
and the IJV management’s assessment of performance will be stronger
in IJVs involving parents with similar national cultures.

RESEARCH METHODS

Measurement of Variables

Objective performance measures
IJV survivalwas measured using a dichotomous variable based on the survival
or non-survival (that is, termination) of the IJV from the time of its formation
until the data collection point. IJV durationwas measured by the number of
years between the IJV’s formation and either its termination or the collection
of performance data, whichever came first.

Subjective performance measures
The respondents’ subjective level of satisfaction with the IJV’soverall per-
formancewas assessed using a five-point Likert-type scale (from 1 = ‘very
dissatisfied’ to 5 = ‘very satisfied’). On the same scale, partner respondents
were also asked to provide a measure of satisfaction that they believed applied
to their foreign partner and the managers of the IJV. Similarly, IJV manager
respondents were asked to provide a measure of satisfaction that they believed
applied to each of the IJV parents.

As well as providing subjective measures of overall IJV performance,
using the same five-point Likert-type scale respondents were asked to rate
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satisfaction with the IJV’s performance in the following five areas: profitabil-
ity, growth of sales, market share, efficiency and quality. These five items
were also averaged into a performance index. The reliability coefficient of the
items (Cronbach’s alpha = 0.80) was found to be high and acceptable
(Nunnally, 1978).

The operationalization of the performance variable does not capture all the
nuance of the potential multiple objectives of IJVs, such as learning, and this
is a limitation of the analysis.

Cultural difference
Difference in national culture was measured in two ways: by culture clusters
and the Kogut–Singh index of cultural distance.

Culture clusters: Ronen and Shenkar (1985) synthesize the results of
eight studies to provide a set of country clusters. The principal dimensions
underlying the country clusters are geography, language and religion. The
UK falls into the Anglo cluster, which does not contain any IJV partner
countries from the sample in this study. The nationality of the European
partner firms falls into three of Ronen and Shenkar’s clusters: Germanic
(partners from Germany), Nordic (partners from Norway and Sweden), and
Latin European (partners from France, Italy and Spain). The partner coun-
try missing from Ronen and Shenkar’s synthesis is Holland. Of the eight
studies examined by Ronen and Shenkar only one includes Holland
(Hofstede, 1980), where it is included in the Nordic cluster. Ronen and
Shenkar (1985) point out that two studies they examined did not differenti-
ate between the Nordic and Germanic clusters and the two clusters were
combined into a Northern European cluster. For the purposes of this study two
country clusters are delineated – Northern European and Latin European. On
the basis of the underlying dimensions of the country clusters it is assumed
that the national culture difference will be smallest between the UK and the
Northern European cluster and greatest between the UK and the Latin
European cluster.

Kogut–Singh index of cultural distance: From information provided by
88 000 respondents from 66 countries, Hofstede (1980) developed indices to
measure four dimensions of national culture: power distance, uncertainty
avoidance, masculinity/femininity, and individualism. Kogut and Singh
(1988) employed these indices to compare cultural distances between the
United States and other countries. Using their computational formula, we
measure cultural distance as follows:

Cultural distance j = ∑{(I ij – Iiu)2/Vi}/4,
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where Iij stands for the index of the ith cultural dimension and jth country, Vi
is the variance of the index of the ith dimension, u indicates the UK, and
Cultural distance j is cultural distance of the jth country from the UK.
Countries with small values of cultural distance are culturally similar to the
UK, with larger values signifying increasing dissimilarity. The values of
cultural distance were France 2.27, Germany 2.34, Holland 1.87, Italy 0.91,
Norway 2.39, Spain 2.37 and Sweden 2.50.

Data analysis techniques
In the questionnaire data, where there were multiple responses from one
element of the IJV, these were averaged to produce a single questionnaire
response from this element. To enhance the findings and to maximize the
sample size in the statistical analysis, the interview data and the questionnaire
data were pooled. Regression analysis was used to test H2 (Hatfield et al.,
1998). Spearman rank order correlation coefficients were computed to test all
of the other hypotheses (Geringer and Hebert, 1991).

RESULTS AND DISCUSSION

Hypothesis 1

Means and standard deviations of the objective and subjective performance
measures are shown in Table 8.1.
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Table 8.1 Means and standard deviations for hypothesized variables

All partners
(n=53–80)

Performance variables Mean SD

Overall satisfaction 3.33 1.29
Profitability 3.13 1.37
Growth of sales 3.05 1.03
Market share 3.29 0.95
Efficiency 3.56 0.83
Quality 3.72 0.83
Performance index 3.38 0.77
IJV survival 1.20 0.40
IJV duration 3.95 1.95



Results relating to H1 are shown in Table 8.2. The correlations between the
objective measure of IJV survival and the subjective performance measures
are for the most part weak and non-significant, with several displaying re-
lationships in a direction contrary to that proposed in H1. The only significant
correlation is that between IJV survival and the single item measure of per-
formance assessment, overall satisfaction, which evidences moderate significant
positive correlation (p < 0.05). This finding supports the findings of previous
studies (Geringer and Hebert, 1991; Glaister and Buckley, 1998a; Hatfield et
al., 1998; Ali and Sim, 1999), albeit with a correlation which is much weaker
than those reported in prior studies. In contrast, the multi-item measure of
performance assessment, performance index, evidences a low, negative and
non-significant correlation.

There is a radically contrasting set of findings relating to correlations
between the objective performance measure of IJV Duration and the subjec-
tive performance measures. All of the correlations are significant (p < 0.05 or
better), moderately strong and in the direction hypothesized. The correlation
between overall satisfactionand IJV duration is 0.38, while marginally weaker
than the correlation reported by Geringer and Hebert (1991) and Hatfield et al.
(1998), it conforms to their findings, but is in contrast to Glaister and Buckley
(1998a) and Ali and Sim (1999) who both reported correlations close to zero.

146 Strategic business alliances

Table 8.2 Spearman rank order correlations for hypothesized variables: all
partners

Subjective Objective
performance measures performance measures

IJV IJV
Pooled data n Survival Duration

Overall satisfaction 62 0.307** 0.386***

Profitability 56 0.162 0.466***

Growth of sales 55 0.003 0.356***

Market share 53 0.074 0.396***

Efficiency 55 –0.087 0.458***

Quality 55 –0.017 0.296**

Performance index 50 –0.032 0.484***

IJV survival 80 – 0.055
IJV duration 80 0.055 –

Notes
Four of the IJVs had been terminated at the time of data collection.
* p < 0.1; ** p < 0.05; *** p < 0.01



The correlation between performance indexand IJV duration is moderately
strong, positive and significant, with a correlation coefficient of 0.48. This
finding provides further support for Geringer and Hebert (1991) and Hatfield
et al. (1998).

Clearly, most support for H1 comes from the set of correlations between
IJV duration and the subjective performance measures. Little support is
provided for H1 from the set of correlations between IJV survival and the
subjective performance measures. This set of findings is in broad contrast to
the findings reported by Glaister and Buckley (1998a), who found support for
H1 from correlations between IJV survival and subjective performance
measures, and little support from correlations between IJV duration and
subjective performance measures (a finding also reported by Ali and Sim,
1999). The contrasting findings perhaps indicate that although, in general,
there will be significant and positive correlation between objective and subjec-
tive measures of IJV performance, this relationship is unstable between data
sets and measures of subjective performance. Nevertheless, and while not
unambiguous, the findings of this study do add weight to the view that objec-
tive and subjective measures of IJV performance are positively correlated.

Following Hatfield et al. (1998) regression analysis was also used to test
H1. Hatfield et al. (1998: 363) note that existing theory does not predict cause
and effect relationships among the variables under study, so all possible paired
combinations of objective and global subjective performance measures were
examined. If standardized betas are positive and the F-values of the regression
models are significant, then the performance measures are positively related.
The results are shown in Table 8.3. Overall satisfactionand IJV survival are
positively and significantly (p < 0.01) related. The performance indexand IJV
survival are negatively and non-significantly related. Overall satisfactionand
IJV duration, and performance indexand IJV duration are positively and
significantly related (p < 0.10). Surprisingly, the regression pair of IJV survival
and IJV duration are found to be positively but not significantly related, which
is in contrast to the positively and significantly related finding of Hatfield et
al. (1998) and the negatively and significantly related finding of Ali and Sim
(1999). Also included as a regression pair in Table 8.3 are overall satisfaction
and the performance index, which are positively and significantly related. As
far as H1 is concerned, the regression results are similar to those shown by
correlation analysis, and largely support the hypothesis.

Hypothesis 2

H2 may also be assessed by the findings presented in Table 8.3, which indi-
cate a degree of support for the hypothesis. Excluding the regression model
containing the two subjective performance measures, the regressions indicate
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either no significant relationship, or a significant relationship, but with no
measure explaining the majority (that is over 50 per cent) of the variance in
another measure. All the R2s for the significant regressions were 0.253 or
lower, which in line with Hatfield et al.’s (1998) findings indicates that the vari-
ables measure different phenomena. For instance, while the performance index
and IJV Duration are positively related, the R2 of less than 0.30 indicates that
duration is affected by other factors. The exception is the regression of the two
subjective performance measures, which explains well over 50 per cent of the
variance. Not surprisingly this finding indicates that it cannot be concluded that
overall satisfactionand the performance indexmeasure different phenomena.

Hypothesis 3

Findings relating to H3a are shown in Table 8.4. The overall satisfaction
measure and the performance indexmeasure evidence strong, positive and
significant (p < 0.01) correlation among the partner firms. For the individual
performance measures there are three significant positive correlations
(p < 0.10 or better). Although weaker in strength, these findings are in line
with similar correlations reported by Geringer and Hebert (1991). On balance
these findings provide support for the view that there will be significant posi-
tive correlation among the parents’ assessment of IJV performance.
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Table 8.3 Regression analysis for variable sets

Variables All Partners

Standardized R2 F df
beta

Overall satisfaction
IJV survival 0.350*** 0.123 8.386*** 61
Overall satisfaction
IJV duration 0.392*** 0.154 10.901*** 61
Performance index
IJV survival –0.010 0.000 0.005 49
Performance index
IJV duration 0.503*** 0.253 16.228*** 49
IJV survival
IJV duration 0.052 0.003 0.209 79
Overall satisfaction
Performance index 0.837*** 0.701 112.605*** 49

Note: *** p < 0.01
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Table 8.4 Spearman rank order correlations between assessments of performance

UK partners UK partners European partners
n and European n and IJV n and IJV

partners managers managers

Overall satisfaction 24 0.574*** 30 0.587*** 28 0.550***

Profitability 19 0.729*** 26 0.791*** 25 0.684***

Growth of sales 19 0.349 25 0.408** 24 0.438**

Market share 18 0.437* 21 0.178 22 0.563***

Efficiency 19 0.414* 28 0.527*** 27 0.304
Quality 19 0.348 26 0.440** 25 0.414**

Performance index 16 0.695*** 21 0.621*** 20 0.588***

Notes
* p < 0.1; ** p < 0.05; *** p < 0.01



Findings relating to H3b are also shown in Table 8.4. Correlations between
subjective performance assessment of UK partners and IJV managers are posi-
tive and significant (p < 0.05 or better), for all measures except the individual
performance measure of market share. The correlations between UK partners
and IJV managers tend to be stronger and more significant than those between
the two partners.

Correlations between subjective performance assessment of European part-
ners and IJV managers are positive and significant (p < 0.05 or better) for all
measures except the individual performance measure of efficiency. Again the
correlations between European partners and IJV managers tend to be stronger
and more significant than those between the two partners.

While marginally lower in strength than the similar set of correlations
reported by Geringer and Hebert (1991), they are in line with and supportive
of their findings. This set of findings provides a good deal of support for H3b.

Findings relating to H3c and H3d are shown in Table 8.5. There are posi-
tive, strong and significant (p < 0.05 or better) correlations between percep-
tions of satisfaction of performance and reported satisfaction of performance
among all elements of the IJV. These findings provide strong support for H3c
and H3d. It is particularly noticeable that the correlations between the IJV
manager’s perception of the partners’ assessment of satisfaction are very
strong and significant.

Hypothesis 4

Results relating to H4a are shown in Table 8.6. Measuring cultural difference
by culture clusters and assuming that the Northern European cluster differs
less from the UK national culture than the Latin European cluster, there is
support for H4a. All of the correlations for the Northern European culture are
of the correct sign and four of the seven correlations are significant (p < 0.1 or
better). The significant correlations relate particularly to the global measures
of performance: overall performance, performance index and the individual
measure of profitability, evidencing relatively strong correlations. For three of
the four significant correlations in the Northern European cluster, the size of
the correlation exceeds that for the equivalent correlation in the grouped data
(see Table 8.4). In contrast, the Latin European cluster correlations are not
significant, and two of the seven correlations have a sign contrary to that
hypothesized. These findings are in line with those of Geringer and Hebert
(1991). Using culture clusters as a measure of cultural difference provides
strong support for H4a.

No support is forthcoming for H4a, however, when cultural difference is
measured by the Kogut–Singh index. Grouping the three partner nationalities
with the lowest cultural distance on this measure (Italy, the Netherlands and
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Table 8.5 Spearman rank order correlations between perception of performance satisfaction and reported performance
satisfaction

UK Partner’s: perception of European partner’s satisfaction and European partner’s 0.717***

reported satisfaction (n=24)

perception of IJV managers’ satisfaction and IJV managers’ 0.549***

reported satisfaction (n=30)

European partner’s: perception of UK partner’s satisfaction and UK partner’s 0.718***

reported satisfaction (n=23)

perception of IJV managers’ satisfaction and IJV managers’ 0.475**

reported satisfaction (n=28)

IJV manager’s: perception of UK partner’s satisfaction and UK partner’s 0.880***

reported satisfaction (n=28)

perception of European partner’s satisfaction and European partner’s 0.637***

reported satisfaction (n=27)

Notes:
** p < 0.05; *** p < 0.01
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Table 8.6 Spearman rank order correlations between parent firms’ assessments of specific aspects of IJVperformance by
(i) culture clusters and (ii) Kogut–Singh index of cultural distance

Pooled data (i) Culture clusters (ii) Kogut–Singh measure of
cultural distance

Northern Latin Nearest Furthest
n European n European n cultures n cultures

Overall performance 11 0.717** 13 0.249 15 0.246 9 0.889***

Profitability 9 0.725** 10 0.129 12 0.432 7 0.852**

Growth of sales 9 0.281 10 0.209 12 0.309 7 0.423
Market share 9 0.339 9 0.399 11 0.320 7 0.816**

Efficiency 9 0.603* 10 –0.074 12 0.442 7 0.626
Quality 9 0.509 10 –0.004 12 –0.369 7 0.842**

Performance index 7 0.791** 9 0.284 11 0.430 5 0.975***

Notes:
* p < 0.1; ** p < 0.05; *** p < 0.01
Culture clusters: Northern European = Germany, Holland, Norway, Sweden. Latin European = France, Italy, Spain.
Kogut–Singh measure: Nearest cultures = Italy, Holland, France. Furthest cultures = Germany, Norway, Spain, Sweden.



France) identified as the ‘Nearest cultures’, no correlations are significant,
with one correlation having a sign contrary to that hypothesized. In contrast,
for those remaining partners identified as the ‘Furthest cultures’, five of
the seven correlations are positive, strong and significant (p < 0.05 or better).
Moreover, the size of each of these significant correlations exceeds the size of
the equivalent correlation for the grouped data (see Table 8.4). These findings
are in stark contrast to the findings for the culture clusters and are entirely
contrary to the expectations of H4a.

Results relating to H4b are shown in Table 8.7. For the Northern European
culture cluster, four of the seven correlations between UK parents and IJV
managers are positive, strong and significant (p < 0.01 or better); the remain-
der of the correlations are positive and non-significant. Each of the significant
correlations exceeds in strength the equivalent correlation for the grouped data
(see Table 8.4). For the Latin European culture cluster, two of the seven corre-
lations are significant (p < 0.05), with the remainder positive and non-
significant. The two significant correlations do not exceed in strength the
equivalent correlation for the grouped data (see Table 8.4). Of the two match-
ing pairs of significant correlations between the two culture clusters, the corre-
lation from the Northern European culture exceeds that of the Latin European
culture. Overall, the correlations from the Northern European cluster are
stronger and at a higher level of significance than the correlations from the
Latin European cluster, providing support for H4b.

Considering H4b in terms of the Kogut–Singh measure of cultural distance,
for the Nearest cultures, three of the seven correlations between UK parents
and IJV managers are positive, strong and significant (p < 0.05 or better); the
remaining correlations are positive but non-significant. Two of these three
significant correlations exceed in strength the equivalent correlation for the
grouped data (see Table 8.4). For the Furthest cultures group, four of the seven
correlations are positive, strong and significant (at p < 0.01 or better); the
remainder of the correlations are positive and non-significant, except for one
negative and non-significant correlation. Three of these four significant corre-
lations exceed in strength the equivalent correlation for the grouped data (see
Table 8.5). Of the two matching pairs of significant correlations between the
two culture groups, one correlation is greater in the Nearest cultures group and
one correlation is greater in the Furthest cultures group. From the findings of
the study it is difficult to conclude that the set of correlations from the Nearest
cultures group are stronger and more significant than those from the Furthest
culture group. Consequently no real support for H4b is forthcoming from the
set of correlations based on the Kogut–Singh measure of cultural distance.

For H4a there is a high degree of support from the data when culture differ-
ence is measured by way of culture clusters, but no real support when meas-
uring cultural difference by way of the Kogut–Singh measure of cultural
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Table 8.7 Spearman rank order correlations between UK parent firms and IJVmanagements’assessments of specific aspects
of IJV performance by (i) culture clusters and (ii) Kogut–Singh index of cultural distance

Pooled data (i) Culture clusters (ii) Kogut–Singh measure of
cultural distance

Northern Latin Nearest Furthest
n European n European n cultures n cultures

Overall performance 14 0.733*** 16 0.537** 18 0.601*** 12 0.521*

Profitability 13 0.802*** 13 0.632** 15 0.562** 11 0.822***

Growth of sales 12 0.211 13 0.331 15 0.381 10 0.308
Market share 9 0.134 12 0.316 13 0.337 8 0.061
Efficiency 14 0.437 14 0.457 17 0.556** 11 0.438
Quality 13 0.663** 13 0.080 15 0.214 11 0.647**

Performance index 9 0.622* 12 0.285 13 0.224 8 0.671*

Notes:
* p < 0.1; ** p < 0.05; *** p < 0.01
Culture clusters: Northern European = Germany, Holland, Norway, Sweden. Latin European = France, Italy, Spain.
Kogut–Singh measure: Nearest cultures = Italy, Holland, France. Furthest cultures = Germany, Norway, Spain, Sweden.



distance. For H4b there is some degree of support from the data when culture
difference is measured by way of culture clusters, but more limited support
when measuring cultural difference by way of the Kogut–Singh measure of
cultural distance. The methods of measuring cultural difference employed in
this study are better grounded than the ones adopted by Geringer and Hebert
(1991) or Glaister and Buckley (1998a). In Geringer and Hebert’s study, for
their Canadian sample, cultural similarity was measured dichotomously, with
cultural similarity considered to exist only if all the IJV’s parent firms were
headquartered in either Canada or the United States. As Glaister and Buckley
(1998b: 149) note, it is difficult to determine the extent of cultural similar-
ity/dissimilarity in Geringer and Hebert’s study because they do not report the
partner nationality of the Canadian sample. The measure of cultural similarity
adopted by Glaister and Buckley (1998a) was based on the perceptions of the
UK respondents as to whether or not the national culture of the foreign part-
ner was different from that of the national culture of the UK, and if it was
perceived to be different, whether or not this difference had an important effect
on the overall performance of the IJV.

Clearly, the manner of measuring cultural difference is debatable. Several
studies have employed the Kogut–Singh measure for a variety of purposes (for
example, Kogut and Singh, 1988; Erramilli, 1991; Erramilli and Rao, 1993;
Contractor and Kundu, 1998). For this study the measure has produced results
that are counterintuitive and which raise questions regarding efficacy in stud-
ies of this kind. For instance, for the partner nationalities in the sample, on the
Kogut–Singh measure the least cultural distance is that between the UK and
Italy. This appears to be surprising, as on the basis of most national cultural
attributes, there would be a reasonable expectation that the national culture of
the Netherlands or of Germany would be closer to that of the UK than the
national culture of Italy. The computation across the four concepts of culture
identified by Hofstede, may in aggregate produce a measure of cultural
distance that is perhaps less meaningful than the individual comparison of
each of these concepts as separate measures of cultural distance. Further, the
actual measure of cultural distance in terms of the index produced provides
little guide as to what is a small cultural distance and what is a large cultural
distance. In the Nearest cultures group, the three partner nationalities in the
Kogut–Singh measure have a measured cultural distance of 0.91 (Italy), 1.87
(Holland) and 2.27 (France). The measure of cultural distance for the remain-
ing partner nationalities (Furthest cultures), range from 2.34 (Germany) to
2.50 (Sweden). There is clearly an issue of where the cut-off point should be
for the Nearest cultures. In this study the three nationalities with the lowest
measure of distance were chosen as the Nearest cultures. But this was an arbi-
trary decision. There is no guide in this measure in an absolute sense to what
is near or what is distant – there is only a relative distance measure based on
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the comparison with other nationalities. So although the greatest distance
occurs between the UK and Sweden, it is not clear whether a distance of 2.5
is actually a large measure of cultural distance. Clearly, more thought needs to
be given to the Kogut–Singh index as to what this measure actually signifies
in terms of cultural distance.

CONCLUSIONS

This study has replicated and extended a number of findings regarding per-
formance assessment of IJVs. The data from the study largely confirms the
hypotheses. Although the study adds weight to the view that IJV objective
performance measures and IJV subjective performance measures are posi-
tively correlated, care should be taken over assuming that this finding will
hold for all samples and for all subjective performance measures. There is
growing evidence that while IJV objective performance measures and IJV
subjective performance measures are positively correlated, they measure
different phenomena. This should provoke research initiatives that identify
and examine the phenomena they measure. For example, what are the en-
vironmental conditions under which IJVs operate and what are the strategic
perspectives of the partners that encourage duration?

There is evidence from this study that the subjective performance assessment
of one element of the IJV matches that of the other elements, and that each
element of the IJV has a good perception of the performance evaluation of the
other elements. These findings have implications for the kinds of data that it
would be legitimate to collect in order to assess IJV performance. Research costs
and research time scales can be reduced by obtaining assessment of performance
from only one element of the IJV, on the reasonable assumption that this element
will be able to provide a good approximation of the other elements’ assessment
of performance. This particularly relates to global or overall assessment of per-
formance, such as overall satisfactionor the performance index, reported in this
study, rather than items of individual measures of performance. Moreover, IJV
managers would appear to be able to provide reasonably reliable data on each
partner’s assessment of performance and hence would act as a good data source.
These conclusions support those of Geringer and Hebert (1991). The proviso is
that such assessment is likely to be more accurate in those IJVs where the part-
ners are from similar national cultures than from those IJVs where the national
culture differences are great. This in turn leads to the question of how to deter-
mine national cultural distance between partners. The evidence of this study
would indicate that for IJVs involving partners in Western Europe, it is preferable
to measure cultural distance on the basis of culture clusters than on the basis of
the Kogut–Singh index.
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9. Culture and the management of IJVs

INTRODUCTION

A paradox of co-operative activity between firms is that while differences in
culture can create a barrier to effective co-operation, at the same time cultural
diversity provides an opportunity to use the knowledge embodied in each part-
ner’s culture as a valuable resource for the alliance (Child and Faulkner, 1998:
229). However, until the barriers are removed, mutual learning, which
provides access to the respective partners’ culturally embedded knowledge,
cannot occur. Discovering ways of bridging the distinctive cultures which
partners may bring to an alliance is viewed as a major management challenge,
which cannot be avoided if successful venture performance is to be achieved.

While the concept of culture has been used extensively in the manage-
ment literature, the phenomenon is somewhat slippery. ‘Complex, intangible
and subtle, culture has been notoriously difficult to conceptualize and scale’
(Shenkar, 2001: 519). There are many different definitions of culture and
different types of culture; however, when examining diversity between inter-
national joint venture (IJV) partners it is usual to distinguish between ‘organ-
ization culture’ and ‘national culture’ (Parkhe, 1991). Co-operative strategies,
such as IJVs, bring into a working relationship people from different partner
organizations. These partner organizations will have developed their own
distinct cultures, which embody shared attitudes and norms of behaviour.
These organizational cultures will encourage employees to regard their or-
ganization as different from other organizations. Where the co-operating organi-
zations come from different countries, their employees will also have a sense
of belonging to distinct national cultures. National cultural diversity may be
reflected in ‘different patterns of behaving and believing, and different cogn-
itive blueprints for interpreting the world’ (Parkhe, 1991: 583), which will tend
to exaggerate the sense of difference between the partners. Faulkner and de
Rond (2000: 28) note that although the demarcations between corporate
culture and national culture conceptions appear somewhat vague, one argued
point of difference is that national culture resides mostly in values (Hofstede,
1991) while corporate culture is located primarily in practices. However, there
is some support for the conjecture that corporate culture can modify the behav-
iour and beliefs associated with national culture (Laurent, 1986; Weber et al.,
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1996), although not necessarily in the way of reducing its impact, as national
culture may play a stronger role in the face of a strong corporate culture
(Schneider, 1988).

Corporate and national cultures are viewed as crucially important in select-
ing management methods, strategies and structures (Hampden-Turner and
Trompenaars, 1993). Firms of different nationalities will tend to introduce
distinctive management practices. Heterogeneity between cultures may be a
source of weakness in IJVs in that the greater the distance between partners’
organization and national cultures, the more difficult it will be for them to co-
operate because cultural distance gives rise to differences in accepted manage-
ment practices and policy orientations. In contrast, it is also argued that firms
from different cultures are able to gain much from each other in terms of learn-
ing. It is likely that both these views have validity depending on specific
circumstances. The extent to which differences in culture pose a problem to
the management of international strategic alliances (IJVs) is the focus of this
chapter.

The remainder of the chapter is set out in the following manner. The next
section provides a brief review of the literature and develops the research
questions of the study. Section three provides the findings and discussion.
Conclusions are in the final section.

LITERATURE REVIEW AND DEVELOPMENT OF
RESEARCH QUESTIONS

Faulkner and de Rond (2000: 29) note that

the organizational culture literature views culture as a deep-seated, sense-making
medium, allowing for the allocation of authority, power, status, and the selection of
organization members, providing norms for handling interpersonal relationships
and intimacy, and criteria for dispensing rewards and punishments, as well as ways
to cope with unmanageable, unpredictable and stressful events.

Keesing (1974) describes a culture as providing its members with an implicit
theory about how to behave in different situations and how to understand
others’ behaviours in those situations. Also, Gannon (2001) notes that
members of different national cultures learn different implicit theories to help
them interpret their worlds. Shenkar (2001: 527) notes that staffing is not only
a means of control, but also a venue through which groups and individuals
bring their cultural properties into a system. In an IJV, for instance, foreign
parent expatriates bring with them both the national and corporate culture of
the parent while third country nationals recruited by the foreign parent are
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likely to bring the parent firm’s culture into the venture, but less of its national
culture (Shenkar and Zeira, 1992).

Luostarinen (1980: 131–2) defines cultural distance as ‘the sum of factors
creating, on the one hand, a need for knowledge, and on the other hand, barri-
ers to knowledge flow and hence also for other flows between the home and
the target countries’. Where co-operative strategies run against powerful
cultural beliefs they are not likely to be implemented successfully (Schein,
1985), and consequently alliances that fail often appear to do so because of
poor cultural fit (Faulkner, 1995). ‘Fit’ in this context means the extent to
which different cultures are brought into a workable relationship that permits
the IJV to operate without undue misunderstanding and tension between the
partners or between the employees that are attached to the IJV. Different
cultures may or may not reach such a fit depending on the intentions, goodwill
and skills of the employees of the partner organizations (Child and Faulkner,
1998: 244). Cultural fit in part determines the extent to which organizations
are able to co-operate and realize anticipated synergies critical to the venture’s
success (Aulakh and Madhok, 2002). Saxton (1997: 447) notes that organiza-
tional learning theory suggests that similarities between partners may affect
alliance performance because they facilitate the appropriability of tacit and
articulated knowledge. A good cultural fit will maximize the potential of the
IJV and help deflect threats to its ongoing viability arising from misunder-
standing and antipathy. Cultural fit also provides a basis on which mutual trust
can develop.

Child and Faulkner (1998: 233) point out that national cultural differences
can present barriers to co-operation at the level of simple misunderstanding,
for instance differences in language and the interpretation of behaviour, and at
the more fundamental level of conflicts and values. Where the socially embed-
ded values held by partners clash, this may give rise to serious problems
concerning the priorities for the IJV and how it is to be managed. In a partner
country where universalistic values predominate, for example, what is good
and right can be defined and always applies. In contrast, in a partner country
where particularistic values predominate it is valid to take into account
specific circumstances and to make exceptions. This would be the case es-
pecially if personal relationships and obligations were involved (Trompenaars,
1993). One implication of this is that an IJV formed between partners from
countries that contrast a great deal on the universalistic/particularistic dimen-
sion will find it more difficult to establish mutual trust on which a successful
relationship should be based. Without mutual trust, the risk of cheating and
non-compliance with partners is greater (Williamson, 1979; Buckley and
Casson, 1988).

More generally, cultural distance can lead to many operational problems,
in the worst case leading to a breakdown in the working relations between
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partners. Hofstede (1980) suggested that although some cultural gaps were not
very disruptive or were even complementary, differences between two cultures
in uncertainty avoidance were potentially very problematic for international
co-operation because of correlated differences in tolerance towards risk,
formalization, and so on. Barkema et al. (1997) argue that an uncertainty
avoidance gap is likely to be detrimental to IJV operation because uncertainty
is an inherent characteristic of operating in a foreign environment and because
such a gap implies contrasting expectations regarding the predictability of
partner behaviour, also a key issue in IJVs.

According to Dickson and Weaver (1997) individualism/collectivism
(Hofstede, 1980) has emerged as the cultural dimension most often associated
with co-operative behaviour (Wagner, 1995). People with individualistic
orientations believe that the self is the basic unit of survival, value indepen-
dence and self-sufficiency, give priority to personal goals, and place high
value on self-direction, social justice and equality. People with collectivist
orientations emphasize the importance of belonging to a stable, select in-
group, value co-operation with the in-group, and expect the group to help
provide for the welfare of group members (Hofstede, 1980; Hui and Trinadis,
1986). Where one partner manages and organizes according to individualistic
values, then great importance will be placed on quick decisions, individual
responsibility, expression of individual views and goals, competition between
employees and individual incentives. In contrast, partners who manage
according to collectivistic principles will place high value on such things as
taking time to consult and secure consent before making decisions, group or
team responsibility, sharing common superordinate goals, a high level of inter-
personal and interdepartmental co-operation, and systems of rewards that do
not single out individuals (Child and Faulkner, 1998: 235).

Differences in the cultural backgrounds of the partners generally have been
perceived as a threat to the survival of IJVs (Brown et al., 1989; Harrigan,
1988b; Shenkar and Zeira, 1992). Wilkof et al. (1995) noted that cultural clash
has caused many IJVs to fail due to the inability of the partners to work seam-
lessly. Woodcock and Geringer (1991) argued that cultural differences produce
inefficient principal–-agent contracts. Lane and Beamish (1990) argued that
cultural compatibility between the partners is the most important factor in the
endurance of an international alliance. Consistent with this view, various stud-
ies (for instance, Barkema et al., 1996, 1997) have found that the chances of
survival of IJVs are lower when the cultural distance between the home coun-
try of the expanding firm and the host country is large. Li and Guisinger
(1991) found that US affiliates whose partners came from culturally dis-
similar countries were more likely to fail. Using Hofstede’s (1980, 1991)
dimensions of cultural distance (uncertainty avoidance, power distance,
individualism, masculinity and long-term orientation), Barkema and
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Vermeulen (1997) report that differences in uncertainty avoidance and long-
term orientation in particular cause problems. They found that these differ-
ences have a negative effect on long-term survival and decrease the likelihood
that firms enter a foreign country through an IJV rather than through a wholly
owned subsidiary. Apparently, these differences, which translate into differ-
ences in how IJV partners perceive and adapt to opportunities and threats in
their environment (Schneider, 1989; Schneider and De Meyer, 1991), are more
difficult to resolve than differences along the other three dimensions. They
conjecture that cultural differences regarding power distance, individualism
and masculinity are more easily resolved because they are mainly reflected in
different attitudes towards the management of personnel, which is something
firms can make explicit agreements about before entering the partnership.

Despite claims that cultural difference is detrimental to IJV success, em-
pirical work relating to the issue is mixed. For instance, Park and Ungson
(1997) examine the effects of partner nationality, organizational dissimilarity,
and economic motivation on the dissolution of JVs. They reported that cultural
distance in general did not have an effect on dissolution, but US–Japanese JVs
lasted longer than US–US JVs. Prior relationships between partners appeared
to negate some complexities arising from cultural differences. Opportunistic
threat and rivalry appeared to be a stronger indication of the dissolution of JVs
than organizational variables. Luo (1997) reported that the link between part-
ners’ sociocultural distance and IJV performance was not significant. Saxton
(1997) found that similarities between partners with respect to specific or-
ganizational characteristics, including culture and human resources, were nega-
tively related to alliance outcomes, and that organizational process similarities
were negatively related to initial satisfaction. Saxton’s findings contradict the
popular idea that ‘culture clash’ negatively influences alliance potential. For
Saxton the negative relationship suggests that although similarities in strategic
factors such as manufacturing activities and markets are important to alliance
success, it is not as important for a company to pick a partner that thinks in the
same way. Furthermore, Saxton (1997: 456) argues that ‘It is also possible,
perhaps even likely, that these relationships are not linear. A certain degree of
similarity may be necessary and desirable for understanding a partner. Too
much similarity though could limit the benefits because nothing novel is being
brought to the relationship.’ Aulakh and Madhok (2002) found corporate
cultural congruence had a significant positive impact on IJV flexibility, but did
not have a direct impact on alliance performance; they also reported no sig-
nificant effect of national cultural congruence on IJV flexibility or performance.
They comment that this is notable given that, ever since Hofstede’s landmark
study, national psychic distance has commanded the bulk of the attention in
international business research rather than organizational culture. Aulakh and
Madhok (2002) conjecture that it is possible that the impact of globalization
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has resulted in greater convergence among those business segments of coun-
tries that participate in international economic activity in a more substantive
manner. They conclude that ‘This suggests that it is more important for firms
and their managers to pay attention to within-firm criteria underlying comp-
atibility rather than extra-firm contextual ones’ (Aulakh and Madhok, 2002: 41).

The assumption that differences in cultures produce lack of ‘fit’ has been
questioned. Shenkar (2001: 524) notes that not every cultural gap is critical to
performance, with different aspects of culture being differentially critical to
operations (Tallman and Shenkar, 1994). Also, as previously noted, cultural
differences may be complementary and provide synergistic effects on per-
formance. The notion of cultural distance employed in the literature is also prob-
lematic. Shenkar (2001: 520) argues that the appeal of the cultural distance
construct is illusory, in that ‘It masks serious problems in conceptualization
and measurement, from unsupported hidden assumptions to questionable
methodological properties, undermining the validity of the construct and chal-
lenging its theoretical role and application.’ More generally, Osborn and
Hagedoorn (1997) argue that measurement of compatibility between partners
and congruency in partner cultural factors is more illusive than its definition.
Compatibility can be viewed from a number of perspectives, including or-
ganizational fit, strategic symmetry, resource complementarities and IJV task-
based factors.

In summary, the literature indicates that from a conceptual perspective the
impact of cultural difference on the successful management and operation of
IJVs is ambiguous, as cultural difference has the potential both for disruption
and synergy. Perhaps not surprisingly, the empirical evidence on the impact
of cultural difference in IJVs, having produced mixed findings, is inconclu-
sive. Inkpen (2001) concludes that more research is needed in this area. In
order to shed new light on the issue this chapter addresses the following
research questions.

1. To what extent is cultural difference an important problem in managing
the IJV?

2. Are national cultural differences or corporate cultural differences more
important in contributing to different views on the management of the
IJV?

FINDINGS AND DISCUSSION

The research questions were first examined by investigating the qualitative
data. Interviewees were asked the extent to which problems had been experi-
enced in managing the IJV due to differences in culture. The interview
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responses were analysed and subsequently coded as cultural difference posing
‘no problem’, ‘little problem’, ‘moderate problem’ and ‘major problem’ to the
management of the IJV. These coded responses are shown in Table 9.1a, with
a numerical summary of the responses shown in Table 9.1b. Only a small
proportion of the interviewees (5 per cent) considered that cultural difference
had been a major problem to the management of the IJV, while over half of the
interviewees (55 per cent) reported that cultural differences had been ‘no prob-
lem’ or ‘little problem’ in managing the IJV.

It is clear from Tables 9.1a and 9.1b that the IJV partners view cultural
difference as somewhat less of a problem than do the IJV managers, with 65
per cent of the partners (60 per cent UK partners, 70 per cent European part-
ners) reporting that cultural differences posed ‘no problem’ or ‘little problem’
to the management of the IJV, whereas only 35 per cent of IJV managers have
this view. In contrast 65 per cent of the IJV managers reported that cultural
differences were a ‘moderate problem’ or a ‘major problem’ to the manage-
ment of the IJV, while only 32.5 per cent of the partners (40 per cent UK part-
ners, 25 per cent European partners) have this view. It is perhaps not surprising
that problems of managing the IJV due to cultural difference are observed
rather more by the IJV managers than by the partners. The IJV managers will
be more sharply exposed to cultural difference between the partners and will
have to accommodate to the cultural differences between each partner.

The extent of agreement in responses for each IJV on the perception of the
problems to the management of the IJV caused by cultural differences is
shown in Table 9.1a. A disagreement is assumed to occur between partners if
one partner has reported ‘no problem’ or ‘little problem’ while the other part-
ner reported ‘moderate problem’ or ‘major problem’. The table shows that in
14 cases (70 per cent) there is agreement of perceptions between partners,
indicating that a clear majority agree with the impact of culture on the manage-
ment of the IJV. Table 9.1a also compares the responses of each partner to
those of the IJV managers, again assuming there was disagreement in percep-
tion if one partner has reported ‘no problem’ or ‘little problem’ while the IJV
manager reported ‘moderate problem’ or ‘major problem’. The comparison of
UK partners and IJV managers shows there was agreement in perception in
nine cases (45 per cent), while agreement between European partners and IJV
managers occurred in 11 cases (55 per cent) indicating a somewhat wider
divergence of view between the partners and the IJV managers than between
the partners themselves. It should be noted, however, that in seven IJVs (35
per cent) there was agreement on the problems of managing the IJV due to
cultural differences across the three elements of the IJV.

Respondents were also asked if there was a ‘better understanding today
concerning how the IJV should be managed compared to when it was first
established’. In one of the relatively new IJVs the respondents considered it
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Table 9.1a Problems in managing the IJV due to cultural differences

Agreement between:

UKPs EPs
European & &

IJV UK partners partners IJV managers Partners IJVMs IJVMs

1 Little problem Little problem Moderate problem Yes No No
2 No problem Little problem Little problem Yes Yes Yes
3 No problem Little problem Moderate problem Yes No No
4 Moderate problem Moderate problem Moderate problem Yes Yes Yes
5 Moderate problem Moderate problem Major problem Yes Yes Yes
6 No problem Moderate problem Moderate problem No No Yes
7 No problem Moderate problem Moderate problem No No Yes
8 Major problem No problem Major problem No Yes No
9 No problem Little problem No problem Yes Yes Yes
10 Moderate problem Moderate problem Moderate problem Yes Yes Yes
11 No problem No problem Moderate problem Yes No No
12 Moderate problem Little problem Little problem No No Yes
13 Moderate problem Little problem Moderate problem No Yes No
14 Little problem No problem Little problem Yes Yes Yes
15 Moderate problem Moderate problem No problem Yes No No
16 Little problem No problem Little problem Yes Yes Yes
17 Moderate problem No problem No problem No No Yes
18 Little problem Little problem Moderate problem Yes No No
19 Little problem Little problem Moderate problem Yes No No
20 Little problem Little problem Moderate problem Yes No No

Notes:
UKPs = UK partners
EPs = European partners
IJVMs = IJV managers



too early to say, but in all of the other IJVs, with one exception the respondents
reported that there was a better understanding concerning how the IJV should
be managed. In the exception (IJV17), the UK partner reported that there were
‘moderate problems’ in managing the IJV due to cultural differences, while the
European partner and the IJV manager reported ‘no problem’. To the extent
that cultural difference does pose problems for the management of IJVs, this
appears not to prevent a better understanding developing in regard to how the
IJV should be managed. Respondents were further asked whether there had
been many disagreements between the partners concerning how the IJV
should be managed. In only four IJVs (20 per cent) was there clear agreement
between the partners and IJV managers that there had been many disagree-
ments. In three of these IJVs the consensus view was that there had been
moderate problems in managing the IJV due to cultural differences. These
findings indicate that there is only weak evidence of an association between
problems in managing the IJV due to cultural differences and the number of
disagreements between partners over the management of the IJV. Overall, the
findings lead to the view that the difference in culture does not appear to have
led to many disagreements over the management of the IJV.

With respect to the first research question, the analysis of the interview
responses underlying Table 9.1a shows that cultural differences in most cases
have not been an important problem in managing the IJV. Respondents recog-
nize cultural differences, but for the most part these differences have at worst
posed ‘little problem’ to the management of the IJV. The lack of impact of
cultural difference was summarized in a number of instances:

IJV1: UK partner: ‘There’s certainly been no cultural barriers and the odd
issues which have arisen – which have come out of either misunderstandings
or different ways of doing things – have largely been resolved.’

IJV3: IJV manager: Frankly speaking we had some differences, but it never
interfered in our relationship – in the management of the joint venture.
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Table 9.1b Problems in managing the IJV due to cultural differences:
summary table

UK European IJV Total
partners partners managers

No problem 6 5 3 14
Little problem 6 9 4 19
Moderate problem 7 6 11 24
Major problem 1 0 2 3
Total 20 20 20 60



IJV3: UK partner: I was surprised about that actually because I’d always
thought of the French as being much more socialistic than we are and much
less hard headed in terms of squeezing profit out of the business. But their
cultural attitude is very, very similar to ours so we didn’t have differences or
problems.

Turning to the second research question regarding the relative importance
of national culture differences or corporate cultural differences on the manage-
ment of the IJV, it should be recognized that in some instances this distinction
was often difficult to maintain. The manager of IJV5 observed this: ‘It’s diffi-
cult to separate national culture and corporate culture, I mean what you know
about Italy is only by what you see through your business, and for sure other
businesses will be different.’

The natural inclination appears to first associate cultural difference as
applying at the national level and in several instances it was only with prompt-
ing that respondents began to discuss corporate culture differences, for
instance the manager of IJV1 remarked:

I think both parties have been recognising the differences as a national difference,
not a company difference but it may very well be that there is a company culture
that is involved, that we can’t really distinguish. In our case, we were not that ex-
perienced that we could make that distinction and probably not [the UK partner]
either, you really need to have more partnership with that nation.

However, this was not universally the case, particularly when differences in
corporate culture were obvious:

IJV20: IJV manager: ‘It wasn’t culture of the people, it’s culture of the
companies. Curiously the cultural differences of two races are nil I would say.’

Differences in corporate culture were most apparent when private sector
firms were in partnership with state owned firms (for example IJV2). Differ-
ence in firm size and orientation also caused corporate culture clashes, for
example, when a large multinational company teamed up with a relatively
small domestic company (IJV19). Other often mentioned corporate culture
differences concerned the apparently more short-term financial perspectives of
UK partner firms. This comes together in the comment from the IJV manager
of IJV8: ‘In [European partner] management of the business was dominated
by views of market share, long-term position and sales, whereas in [UK part-
ner] it was dominated by short-term perspective on cash and profit.’

Respondents were asked to make the distinction between national culture
differences and corporate culture differences and to assess which kind of
cultural difference had the greatest impact on the management of the IJV. After
summarizing the responses, they were read and re-read in order to categorize
the respondents’ views. The précis of responses, categorized according to
whether the respondents reported that the impact of cultural difference on the
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management of the IJV was the same for national culture and corporate culture
(NC = CC), greater for national culture than corporate culture (NC > CC), or
greater for corporate culture than national culture (CC > NC) are shown in
Table 9.2a. A summary of the responses in Table 9.2a is provided in Table
9.2b, which shows that just over half (51 per cent) of respondents consider that
national culture and corporate culture differences have the same impact on the
management of the IJV, with UK partners taking this view slightly more often
than European partners or IJV managers. Approximately an equal number of
respondents considered that national culture differences were more important
(25 per cent) as those who considered corporate culture differences more
important (23.3 per cent) to the management of the IJV.

Columns five to seven of Table 9.2a show the extent of agreement on
cultural difference between the partners and the partners and IJV managers.
In eight cases (40 per cent) the IJV partners agree on the nature of the cultural
difference impacting the management of the IJV. Agreement between UK
partners and IJV managers occurs in nine cases (45 per cent) and agreement
between European partners and IJV managers occurs in 10 cases (50 per
cent). There is agreement on the relative importance of national culture and
corporate culture both between partners and IJV managers in only four cases
(20 per cent).

In summary, the findings from the interview data indicate that there was not
a predominant view from respondents that either national cultural difference
or corporate cultural difference had a bigger impact on management of the IJV.

We next report the findings from the quantitative data analysis. Respond-
ents were asked the extent to which they had experienced a range of
problems in managing the joint venture. The problems, ranked by the mean
value of the response, are shown in Table 9.3. Of the six problems identified
in managing the IJV, that of cultural differences is ranked second, indicating
that this is perceived as a relatively important problem compared with most of
the other identified problems. However, the mean of the variable at 3.07 is
almost at the mid-point of the scale. This indicates that while cultural differ-
ences are perceived as problematic to an extent, overall they do not appear to
constitute a major problem for the respondents in managing the sample of
IJVs. The results reported in Table 9.3 are for the sample as a whole.
Comparing the responses of the UK partners with those of the European part-
ners, there were no significant differences in means between the two partner
groups. With respect to the first research question, findings from the quantita-
tive data show that cultural differences are not the most important problem in
managing IJVs and of themselves do not constitute a major problem.

Respondents were further asked how far they thought (i) differences in
national culture and (ii) differences in corporate culture had contributed to
differing views on the management of the IJV. The mean responses are shown
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Table 9.2a Relative importance of national culture and corporate culture differences for managing the IJV

Agreement between:

JV UK European IJV Partners UK European
partner partner manager partner & partner &

IJV IJV
manager manager

1 NC > CC NC = CC NC > CC No Yes No
2 CC > NC CC > NC CC > NC Yes Yes Yes
3 NC = CC NC = CC CC > NC Yes No No
4 NC > CC NC > CC CC > NC Yes No No
5 NC > CC NC > CC NC = CC Yes No No
6 NC = CC NC = CC NC = CC Yes Yes Yes
7 NC = CC NC > CC NC = CC No Yes No
8 CC > NC NC = CC NC = CC No No Yes
9 NC = CC NC > CC NC = CC No Yes No
10 NC = CC NC > CC NC > CC No No Yes
11 NC = CC NC > CC NC > CC No No Yes
12 NC = CC NC = CC NC = CC Yes Yes Yes
13 CC > NC NC = CC NC = CC No No Yes
14 NC > CC NC = CC NC > CC No Yes No
15 NC = CC CC > NC NC = CC No Yes No
16 NC = CC CC > NC CC > NC No No Yes
17 NC = CC NC = CC NC = CC Yes Yes Yes
18 NC = CC CC > NC NC > CC No No No
19 NC = CC CC > NC CC > NC No No Yes
20 NC = CC NC = CC CC > NC Yes No No

Notes:
NC: National culture
CC: Corporate culture
= Same importance
> More important



in Table 9.4. Respondents were of the view that differences in corporate
culture contributed more to the differing views on the management of the IJV
than did differences in national culture. However, the difference was marginal
with no significant difference in the mean responses (t value = 1.192; p =
0.238), indicating there was no difference of view regarding the relative
importance of national culture or corporate culture towards contributing to
differing views on the management of the JV.

The results reported in Table 9.4 are for the full sample of respondents. In
comparing the responses of the UK partners to the European partners, there is no
significant difference between the partner groups regarding the extent to which
differences in national culture have contributed to differing views on the manage-
ment of the IJV (UK partners: mean = 3.31, SD = 1.49; European partners: mean
= 2.64, SD = 0.84; t-value = 1.483, n.s.). In contrast there is a significant differ-
ence among the partner groups regarding the extent to which differences in
corporate culture have contributed to differing views on the management of the
IJV (UK partners: mean = 3.50, SD = 0.96; European partners: mean = 2.86, SD
= 1.02; t-value = 1.766, p < 0.10). These findings indicate that UK partners have
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Table 9.2b Relative importance of national culture and corporate culture
differences for managing the IJV: summary table

UK European IJV Total
partners partners managers

NC = CC 13 9 9 31
NC > CC 4 6 5 15
CC > NC 3 5 6 14
Total 20 20 20 60

Table 9.3 Problems experienced in managing the IJV

Rank Mean SD

Problems due to different practices of managers 1 3.00 1.03
Cultural differences 2 3.07 1.10
Differences between partners’ objectives or priorities 3 3.19 1.07
Attitudes or behaviour of foreign partner managers 4 3.21 1.04
Human Resource Management problems 5 3.53 0.99
Language barriers 6 3.77 1.08

Notes:
1. The mean is the average on a scale of 1 (= ‘major problem’) to 5 (= ‘no problem’).
2. SD = standard deviation.



a marginally greater perception of differences in culture contributing to differ-
ing views on the management of the IJV than do European partners, and this
difference is significantly greater than that of European managers in the case
of corporate culture.

In order to explore further the extent to which views regarding differences
in culture were associated with respondents’ experience of problems in
managing the IJVs, the variables measuring the extent to which differences in
national culture and corporate culture had contributed to differing views on the
management of the IJV were correlated with the variables measuring the
extent to which respondents experienced problems in managing the IJV. The
correlation coefficients are shown in Table 9.5. The findings indicate that the
more problems in managing IJVs have been experienced, the more differences
in culture are perceived to contribute to differing views on the management of
the IJV. This relationship is significantly stronger for differences in national
culture compared to differences in corporate culture for Human Resource
Management (HRM) problems, language problems and cultural differences
per se. This is perhaps not surprising, as national cultural differences are obvi-
ously manifested through language differences and national legislation relat-
ing to HRM practices. This finding also indicates that unless prompted to
make the distinction, respondents in considering cultural differences most
readily think of national cultural differences. In contrast, the relationship is
significantly stronger for differences in corporate culture compared to differ-
ences in national culture for differences between partners’ objectives or prior-
ities and attitudes or behaviour of partner managers. There is a similar strength
of relationship between both national culture and corporate culture differences
and problems due to different practices of managers. This latter finding,
concerning the most pressing problem experienced by respondents, implies
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Table 9.4 Differences in culture contributing to differing views on manage-
ment of the IJV

Extent to which differences in: Mean SD

(i) national culturehave contributed to differing views 2.98 1.19
on the management of the IJV

(ii) corporate culturehave contributed to differing views 3.18 1.09
on the management of the IJV

Notes:
The mean is the average on a scale of 1 (= ‘none’) to 5 (= ‘great deal’).
SD = standard deviation.
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Table 9.5 Spearman correlations between the extent culture differences contribute to different views on IJV management and
problems experienced in managing the IJV

Extent to which differences in:

Problems in managing IJV (i) national culture have (ii) corporate culture have
contributed to differing contributed to differing
views on the management views on the management
of the IJV of the IJV

Problems due to different practices of managers 0.393** 0.396***
Cultural differences 0.611*** 0.361***
Differences between partners’ objectives or priorities 0.215* 0.351***
Attitudes or behaviour of foreign partner managers 0.285** 0.455***
Human Resource Management problems 0.372*** 0.150
Language barriers 0.344*** 0.218*

Notes:
Problems in managing IJV measured on a scale of 1 (= ‘major problem’) to 5 (= ‘no problem’).
Differences in culture contributing to different views on managing IJVmeasured on a scale of 1 (= ‘none’) to 5 (= ‘great deal’).
The way these scales are measured produces negative correlation coefficients: for ease of understanding the relationships, the minus signs on the correlation
coefficients have been removed.



that national culture differences and corporate culture differences are simi-
larly related to problems arising from different practices of management.
Overall these findings would indicate that while differences in culture do
impact on problems of managing IJVs, there is little to show whether
national culture differences or corporate culture differences are a more
important problem in managing the IJV. Rather the effects of the two types
of culture impact in different ways.

The respondents were further asked if there was a better understanding
today concerning how the IJV should be managed compared to when it was
first established. The mean response was 3.57 (on a scale of 1 = ‘not at all’ to
5 = ‘very much’) showing in general a better understanding. There is a sig-
nificant positive correlation between this variable and the age of the IJV
(r = 0.279; p = 0.031). It would appear that through time IJV parents and
managers come to a better understanding concerning how the IJV should be
managed compared to when it was first established, which implies that the
effects of cultural differences are ameliorated over time.

Management Issues

Some clearly find it difficult to accommodate to other cultures. The IJV
manager of one of the ventures reported: ‘I mean my boss, Mr X, didn’t like
staying for lunch in France, can you believe, at board meetings, he would like
to have just gone to the airport and disappeared, which is an absolute travesty
professionally.’

It is clearly necessary to recognize and identify managers who have prob-
lems with coping with cultural difference and to be proactive in countering its
potential negative impact. It is also necessary to identify where it is likely to
impact most in the organization. The view of one partner was that the prob-
lems of coping with cultural differences would tend be more severe, the more
junior the manager:

IJV1: European partner: Let’s say firstly we take the top management, that’s more
international, and if we go down to middle management, I don’t think it’s a prob-
lem there either, there are several used to this and can handle everything. But the
more you get down into the management, the worse the problem because, maybe
they’re not so used to tackling those issues, and having slightly less experience and
a slightly smaller area to look at.

This indicates that companies should deliberately attempt to alleviate the
potential problems of cultural difference by engaging in training. This was
recognized by several respondents who reported that their organizations
engaged in such activity.
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IJV 1: UK partner: We have actually set up a multi-cultural course and put a lot of
people through it including the secretarial and support staff who maybe don’t travel
but do have a need to link backwards and forwards. So we’ve tried to look on the
partnership as a real benefit for both sides, a real win–win. We’ve tried to translate
that to the members who are party to the activity and then we’ve tried to plug them
together and get them to understand each other’s cultures and attitudes.

The JV manager in this IJV echoes this:

IJV 1: IJV manager: We’ve actually had cultural seminars to understand differences
between the two parties and tried it.. if we can’t bridge them to, let’s anyway under-
stand them and recognize where they are to be able to deal with them as they appear
and not view them as something that is a factual difference but more a perception
and where are you coming from.

IJV4: European partner: We go to great lengths to overcome the Anglo/French
cultural problem in that we have inter-company games between the people in
Belfast and the people in Paris, we mix them up together, they go off on Scottish
games in the Highlands and they even race bath tubs in the sea off the coast of
Cannes together. So we try to make them work together as an integrated group.

While such training will ultimately be beneficial to the management of the
IJVs, it still remains that not all aspects of difference are negative, as was iden-
tified in the literature review, and acknowledged by at least one IJV manager:

IJV10: IJV manager: ‘Those disagreements have resulted in quite good debate
and possibly even a better result on occasions for having those disagreements
. . . having disagreements makes both parties think in a different way.’

Clearly, the dilemma of cultural difference posed for management is to
work towards resolving problems caused by this difference while at the same
time attempting to benefit from the difference.

CONCLUSIONS

The strategic logic and operational challenges facing IJVs are conditioned by
the cultural differences between the partner firms. Shenkar (2001: 529) points
out, however, that the key issue is not the cultural distance between organiza-
tions but the extent of ‘friction’, by which is meant ‘the scale and essence of
the interface between interacting cultures, and the “drag” produced by that
interface for the operation of those systems’. Hence while cultural distance
may exist, the extent to which the cultural difference is problematic is a func-
tion of the friction this causes. An implication of this perspective would appear
to be that cultural difference might not produce friction if the interface
between IJV partners is managed appropriately.
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The findings from this study show that for this sample of IJVs, while
cultural differences do exist, they are not severe enough to cause significant
problems for the management of the IJVs. The impact and severity of cultural
difference should not be exaggerated. In Shenkar’s terms, while cultural
difference might exist, it has not been responsible for noticeable friction
between the IJVs. Where problems do exist it was not firmly established
whether national culture differences or corporate cultural differences were the
chief cause of problems in managing the IJV.

The findings of this study are based on IJVs between UK partners and part-
ners from Western Europe. The findings therefore may not be generalizable to
samples of IJVs with combinations of partners from different geographical
locations. Indeed, were the cultural distances between the partners greater than
those exhibited for this sample, then more severe management problems may
have been reported. Future research should examine such possibilities.
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10. Summary and conclusions

Chapter 1 identified five special issues in the analysis and operation of IJVs.
This book has been a sustained attempt to shed light on these key issues. They
are: motivation, partner selection, management, control and performance. In
addition, our research suggests that learning and cultural differences are also
crucial elements in the operation and performance of IJVs. Interrelations
between these variables are also of great importance and will be highlighted in
this final chapter. The conclusion encapsulates our findings on these issues in
the order of the chapters of the book.

Our results, and our contribution to knowledge, must be taken within the
specific circumstances of our empirical investigation. The sample was drawn
from UK international equity joint ventures with Continental European part-
ners in manufacturing industries (or industries closely related to manufactur-
ing) formed between 1990 and 1996 (see Appendix 1). All generalizations
must be tempered by reference to these specific circumstances. The sample of
20 IJVs had the virtue that all three elements of the IJV (the UK parent, the
Continental European parent and the IJV management) were interviewed,
providing triangulation of all findings. We can be confident of the robust
nature of our results within this sample.

STRATEGIC MOTIVES

The firms in our sample exhibited a mix of motives including both market entry
and other motives, of which meeting competition, reducing costs and sharing
complementary assets were the most important. Motivation is important in
performance measurement, because the true test of the success of any business
venture is how far it has met its objectives. Our results show that performance
measures are relatively invariant to motivation, and that they correlate strongly
with financial criteria. In addition, partners that have different motives for the
formation of IJVs do not adopt different performance criteria.

PARTNER SELECTION

Choice of partner is a complex and multifaceted phenomenon. Task-related
selection criteria refer to the operation skills and resources that a venture
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requires for competitive success. Task-related selection criteria reflect
resource complementarity. Partner-related criteria include favourable past
relationships (which are more important than the number of ties between the
partners) and trust between top management teams. Companies use status indi-
cators such as financial stability and size in selection. Selection is a synthesis
of task- and partner-related criteria.

MANAGEMENT CONTROL

The issue of how a joint venture is controlled – its governance – relates to how
it is managed, organized and regulated by agreements and processes and how
partners control and influence its evolution and performance over time. Our
research concentrated on the mechanisms, extent and focus of control exer-
cised by the partners over the IJV. In our sample, partner firms use an array of
control mechanisms. The most used method of control is the formal control
mechanism of the IJV board. Supporting mechanisms are sub-board level
discussions, appointment of key personnel, personal relationships and finan-
cial controls (the latter especially for UK partners). Within a particular IJV,
different partners may well use different control mechanisms. In our sample,
the extent of partner control is independent of the equity share of the partner
(this must be tempered by the observation that the majority of our cases have
equally split equity shares between the partners). Partner firms tend to concen-
trate control on particular aspects of the IJV concerned with their key skills
and competencies.

DECISION-MAKING AUTONOMY IN IJVs

Chapter 5 presents a pioneering study of autonomy in IJVs. Using perceptual
measures, we show that there is broad agreement amongst the managers of the
three elements of the IJV that there is a relatively high degree of autonomy
afforded to the IJV management teams. This unanimity is somewhat mislead-
ing because disaggregation of this broad finding reveals that there are low
levels of autonomy in strategic decisions but rather more in operational de-
cisions, and that perceptions are rather less unanimous on the relationship
between autonomy and performance. Over time, IJV management teams
cannot presume that there will be a simple increase of autonomy in decision
making as the IJV matures. The balance between operational and strategic
decisions is difficult to draw and to hold over time as the venture develops –
there are some indications that increases in autonomy are conditional on
performance.
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LEARNING TO MANAGE IJVs

It has been asserted that the ability to learn is a key intangible asset. As there
are special factors in managing IJVs, so firms can learn how to cope with
managing an IJV and become ‘IJV experienced’. Learning takes place in
selecting partners, interfacing with partners and managing IJVs. Our research
suggests that attention be paid to the IJV formation process, managing bound-
ary relationships and IJV operational management. These elements are linked
and their influence on performance is nebulous and complex.

PARTNERING SKILLS AND CROSS-CULTURAL ISSUES

Our overall results show that there is nothing inevitable about the success and
failure of IJVs and that it is management that makes the difference. Particular
categories of management skill identified are: inter-partner skills, ‘downward
skills’ of managing the IJV managers, ‘upward skills’ of IJV managers in deal-
ing with the partners and the skills of managing the IJV itself. Cultural sensi-
tivity plays a huge role in cross-partner and IJV dealings, as do qualities such
as transparency, diplomacy and honesty. Shared objectives and vision among
the managers helps to create solidarity across the various management teams
involved. There is much to learn at the micro level by examining the results of
this chapter in detail and in the case vignettes.

PERFORMANCE

Assessing the performance of an IJV is not straightforward. Given the multi-
plicity of motives, the fact that motives may differ between partners and the
lack of an unequivocal measure where non-profit maximizing behaviour may
be involved, this is unsurprising. Consequently, there has been a focus in the
literature on the alignment between objective (often financial) and subjective
performance measures. In this sample, objective and subjective performance
measures of the IJVs are positively correlated. Further, there is evidence that
the subjective assessments of performance of one element of the IJV match
those of the other two elements and that each element has a good perception
of the performance evaluation of the other elements.

CULTURAL DIFFERENCES AND THE MANAGEMENT
OF IJVs

The impact of cultural distance on the ability to manage an IJV has been the
subject of debate. For our sample of IJVs, while cultural differences do exist,

Summary and conclusions 177



they are not severe enough to cause significant problems for the management
of the IJVs. Cultural differences have been responsible for little observable
‘friction’. The selection of IJVs with partners from ‘Western’ Europe ob-
viously minimizes national cultural differences in the sample. However,
managers are aware of potential cultural misunderstandings as the quotes in
the chapter show and the vignettes further illustrate.

SUMMARY

This study has examined the multiple issues surrounding the management and
performance of international joint ventures on a single database using a
sample of UK–continental European equity joint ventures and taking the view-
point of all the elements of the IJV; UK parent, European parent and IJV
management. It has identified and shed light on the key issues in the analysis
and management of IJVs – motives, partner selection management, control
and performance which had previously been identified in the literature. In
addition, it has focused on the emerging issue of learning and the sensitive
question of cultural differences in the mix of factors that surround the
complexities of modern IJVs.
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Appendix 1 Research methods and
sample characteristics

SAMPLE/DATA SOURCES

The unit of measurement is the IJV, which in this study constitutes three
elements: two parent firms and the IJV itself. The study involves IJVs volun-
tarily formed between partners from developed market economies. The
research questions were examined using a sample of UK IJVs with partner
firms from Western Europe, formed between January 1990 and December
1996. A list of qualifying IJVs was obtained from the Financial TimesMergers
and Acquisitions (FT M&A) File. This is an online database providing
comprehensive details on international bid activity including mergers, acqui-
sitions, share swaps, buyouts and buy-ins as well as JVs. The information is
researched and collated on a daily basis from an array of major international
newspapers and magazines, as well as press releases and corporate and stock
market sources. It was assumed that this source represented a good approxi-
mation to the population of qualifying IJVs and that any selection biases
would be minimal.

Next the FT data were grouped for homogeneity across a number of key
characteristics. First, we selected ventures with partners from Western
Europe. This decision was driven by the need to keep the interview costs of
the project relatively low. We selected only two partner IJVs because of
difficulties associated with analysing multiple partner IJVs, which may
demonstrate significant differences from IJVs with two partners (Geringer,
1991). IJVs with activities involving manufacturing or activities closely
related to manufacturing were selected to minimize differences across
industry sectors. Recognizing that data for very new IJVs might not be
meaningful, it was decided to select only those IJVs that had been in ex-
istence for at least one year at the time of data collection. A sample size of 20
IJVs was decided upon in order to achieve the aims of depth and coverage
within the cost and time constraints of the study. We randomly selected an
IJV and attempted to gain permission to interview one of the elements of
the IJV. Once one element agreed to be interviewed the other two elements
usually readily agreed to an interview also. If it was not possible to obtain
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an interview we randomly selected another IJV. While randomly selected,
the sample should be viewed more as a ‘purposeful sample’. According to
Patton (1990: 169) ‘The logic and power of purposeful sampling lies in
selecting information-richcases for study in depth. Information-rich cases
are those from which one can learn a great deal about issues of central
importance to the purpose of the research, thus the term purposeful
sampling.’ Erlandson et al. (1993: 83–4) note that an aspect of purposeful
sampling is sample size. ‘The basic rule is, “There are no rules for sample
size.” In qualitative research one is looking more for quality than quantity,
more for information richness than information volume.’

PROCEDURES OF ANALYSIS

To enhance the credibility of the findings, and interpretations based upon
them, the study adopted the technique of triangulation. Triangulation was
achieved through the use of multiple and different sources of information on
each IJV (partners and IJV managers) and different data collection modes
(interview and questionnaire).

A multi-method personal interview and self-administered questionnaire
approach was used to obtain data from each of the three elements of the IJV
system (that is UK partner, western European partner, IJV management). We
also obtained and reviewed the annual reports and accounts of the parent
firms. The personal interview schedule and self-administered questionnaire
were developed from pilot interviews with two UK partners in IJVs with
foreign firms that did not form part of the qualifying data set. In the design and
conduct of the interviews, account was taken of the ‘native category’ issue. By
‘native’ in this context we mean self-generated and valid in the local context
(Buckley and Chapman, 1998). There can be no guarantee that words and ca-
tegories are congruent from one context to the next, so we did not assume that
managers shared our ‘objective’ understanding of categories or words such as
‘autonomy’. Qualitative results for answers to questions were obtained only
after a full exploration of the issue under discussion. For instance, in the inter-
view schedule, the word ‘autonomy’ is used only once in a prompt to the final
question, after a full exploration of the issues surrounding decision making
(Briggs, 1984).

The sample size of 20 IJVs therefore involves 60 elements of study: 20
UK parents, 20 foreign parents and 20 IJV managements, and correspond-
ingly 60 in-depth interviews. An attempt was made to locate and interview
the most senior manager in each element of the IJV who had the greatest
knowledge of the venture. The 60 interviews were conducted over the
period October 1997 to October 1998. The job category of the interviewees
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showed that they were all in senior management positions. Interviewees
were all fluent in English so all interviews were conducted in English by
two of the authors. Each personal interview lasted for approximately one
hour. Interviews were usually conducted in the interviewee’s office, which
facilitated the consultation of relevant documents if the interviewee needed
to check details of the IJV. The interviews elucidated perspectives on a
number of aspects of IJV activity. One intention of the interviews was to
secure the managers’ ‘native’ understanding of the categories under dis-
cussion. Open-ended questions and probes were used to elicit each partici-
pant’s views, as well as asking managers to rank a predetermined set of
criteria for some dimensions of activity. However, the interviews were
highly structured following a predetermined pattern across the topic areas
of research. Where acceptable to respondents the interviews were tape-
recorded. Only three respondents declined to be tape-recorded. For these
three interviews copious notes were taken of the responses which were tran-
scribed shortly after the interview. Tapes were transcribed by secretarial
assistants. The accuracy of transcripts was checked by the interviewing
authors against the original recordings.

Following completion of the interview, the interviewee was invited to
identify three senior colleagues in the same element of the IJV who had a
good understanding of the research issues and relevant knowledge of the
venture. Three envelopes, each containing a covering letter, copy of a self-
administered questionnaire and a return envelope were left with the inter-
viewee to pass on to the identified colleagues. The covering letter outlined
the purpose of the research and promised confidentiality to respondents.
The questionnaires were available in English, French, German and Italian.
A total of 180 questionnaires were distributed. After one written reminder,
a total of 63 self-administered questionnaires were returned, representing a
response rate of 35 per cent. The job category of the questionnaire respon-
dents indicates that the respondents were also in senior management pos-
itions. All of the respondents had personal involvement in the IJV on which
they reported. We are confident that the two groups of respondents (from
interviews and self-administered questionnaires) were able to present an
overall perspective for each IJV.

DATA ANALYSIS TECHNIQUES

Analysis proceeded by way of parallel mixed analysis of the qualitative
(interview) and quantitative (self-administered questionnaire) data. Known
as triangulation of data sources, parallel analysis of qualitative and
quantitative data is probably the most widely used mixed data analysis
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strategy in the social and behavioural sciences (Tashakkori and Teddlie,
1998: 128).

The narrative data (audio tapes) were converted into partially processed
data (transcripts) before coding and analysis. The themes of analysis were
established a priori. The highly structured nature of the interviews facilitated
coding during the analysis stage of the study. Data was coded using typical
content analysis procedures (Lincoln and Guba, 1985; Taylor and Bogdan,
1984). The authors independently coded the interviews. Discrepancies were
resolved through consensus between the researchers. Interpretation errors are
a potential validity threat (Kirk and Miller, 1986). We have attempted to limit
this possible hazard by analysing data from multiple respondents and the use
of multiple coders. The qualitative data analysis also included an element of
transformation of the qualitative data to a numerical form, for example,
frequency counts of certain themes and responses. To facilitate coding, data
retrieval and qualitative data analysis, the NUD*IST software was employed.
The quantitative data was analysed through statistical procedures.

This study embodies mixed methods that combine qualitative and quantita-
tive approaches in the data collection stage. Tashakkori and Teddlie (1998: 44)
refer to this as an ‘equal status mixed method design’, i.e. the study is
conducted using both qualitative and quantitative approaches about the
phenomenon under study. The study follows a parallel/simultaneous mixed
method design (Tashakkori and Teddlie, 1998: 47), that is the qualitative and
quantitative data were collected at the same time and analysed in a comple-
mentary manner. Studies using this approach generate narrative and numerical
data that answer similar questions. Instances of agreement and disagreement
between the two data sources are analysed with respect to the research ques-
tions. The qualitative data can be used to make the quantitative data more
meaningful and understandable, and vice versa. Tashakkori and Teddlie (1998:
95) note that ‘an increasing number of researchers are collecting both quanti-
tative and qualitative data in a single study’. Several studies in the strategy
field, for example, have successfully combined interviewing and question-
naires (as reported in Snow and Thomas, 1994). Data derived from each of the
elements of the IJV overcomes criticism in the prior literature levelled against
IJV studies that only gather data from one, or at best two, of the IJV elements
(Osland and Cavusgil, 1998).

The characteristics of the sample are shown in Table A1. The average age
of the IJVs is 3.92 years (SD = 1.86 years).

Table A.2 shows a list of the JVs, the nationality of the partner, and the
industry of the JV.
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Table A1 Characteristics of the sample

Characteristic No. % Characteristic No. %

Interview data Questionnaire data

Responses Responses
UK partners 20 33.3 UK partners 16 25.5
Foreign partners 20 33.3 Foreign partners 15 23.8
IJV managers 20 33.3 IJV managers 32 50.8
Total 60 100 Total 63 100

Nationality of partner Nationality of partner
France 8 40 France 23 36.5
Germany 1 5 Germany 4 6.3
Holland 3 15 Holland 7 11.1
Italy 2 10 Italy 13 20.6
Norway 1 5 Norway 2 3.2
Spain 2 10 Spain 4 6.3
Sweden 3 15 Sweden 10 15.9
Total 20 100 Total 63 100

Industry of IJV Industry of IJV
Agricultural production/distribution 2 10 Agricultural production/distribution 4 6.3
Aircraft ground handling 1 5 Aircraft ground handling 4 6.3
Aircraft parts manufacture 1 5 Aircraft parts manufacture 5 7.9
Chemicals production 2 10 Chemicals production 4 6.3
Defence manufacture 3 15 Defence manufacture 9 14.3
Electrical parts production 1 5 Electrical parts production 2 3.2
Explosives production 1 5 Explosives production 2 3.2
Film production 1 5 Film production 3 4.8
Food manufacture/distribution 1 5 Food manufacture/distribution 3 4.8
Motor parts production 2 10 Motor parts production 8 12.7
Motor vehicle production 1 5 Motor vehicle production 3 4.8
Steel processing and distribution 1 5 Steel processing and distribution 3 4.8
Telecommunications 1 5 Telecommunications 2 3.2
Textiles production 2 10 Textiles production 11 17.5
Total 20 100 Total 63 100
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Table A2 JV number by partner nationality and industry

JV number Partner nationality Industry

1 Sweden Defence manufacture
2 France Aircraft parts manufacture
3 France Chemicals production
4 France Defence manufacture
5 Italy Textiles production
6 Holland Film production
7 Norway Motor parts production
8 France Defence manufacture
9 France Chemicals production

10 Sweden Defence manufacture
11 Sweden Steel processing/distribution
12 France Electrical parts production
13 Germany Textiles production
14 France Food distribution
15 Spain Explosives production
16 Spain Agribusiness
17 Italy Motor parts production
18 Holland Telecommunication
19 Holland Agribusiness
20 France Aircraft handling



Appendix 2 Case vignettes: outlines of
the sample IJVs

IJV 1 Industry
UK partner: Aerospace and defence
European partner: Aerospace and motors
Joint venture: Military aircraft
European partner nationality: Swedish
Year of formation: 1995
Equity share: 50:50

Motives of UK partner: Market entry – new market for
product

Motives of European partner: Non-market entry – strategic issue to
raise volume: sharing of R & D 
costs, exchange of complementary
technology, and to increase
competitiveness

Performance outcomes:
UK partner: Satisfied
European partner: Satisfied
Joint venture: Satisfied

IJV 2 Industry
UK partner: Aerospace
European partner: Aerospace
Joint venture: Aircraft landing gear
European partner nationality: France
Year of formation: 1995
Equity share: 50:50

Motives of UK partner: Non-market entry: sharing of R & D
costs, access to (French) government
funding, improving position in
market, reducing competition.
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Motives of European partner: Non-market entry: sharing of R & D
costs, spreading risk of large project,
faster payback on investment,
reducing competition.

Performance outcomes: JV terminated in 1998 (French
partner bought out UK partner’s
shares)

UK partner: Poor performance overall – lower
returns than expected

European partner: Very satisfied
Joint venture: Satisfied

IJV 3 Industry
UK partner: Chemicals production
European partner: Chemicals production
Joint venture: Chemicals services
European partner nationality: France
Year of formation: 1991
Equity share: 50:50

Motives of UK partner: Market entry: faster entry, presence
in new markets

Motives of European partner: Market entry: to facilitate
international expansion starting in UK

Performance outcomes: JV terminated in 1997 (UK partner
bought out European partner’s
shares)

UK partner: Satisfied
European partner: Satisfied
Joint venture: Satisfied

IJV 4 Industry
UK partner: Defence manufacture
European partner: Defence manufacture
Joint venture: Defence manufacture
European partner nationality: France
Year of formation: 1993
Equity share: 50:50

Motives of UK partner: Market and non-market entry:
sharing of R & D costs, faster 
payback on investment, product
diversification, access to new market.
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Motives of European partner: Market entry: access to new market

Performance outcomes:
UK partner: Dissatisfied (with the partner’s

contribution)
European partner: Very satisfied (returns better than

forecast)
Joint venture: Rather dissatisfied

IJV 5 Industry
UK partner: Textiles and chemicals
European partner: Textiles
Joint venture: Synthetic fibres
European partner nationality: Italy
Year of formation: 1992
Equity share: 50:50

Motives of UK partner: Non-market entry: obtain economies
of scale

Motives of European partner: Non-market entry: reduce
competition, share R & D and
production costs

Performance outcomes:
UK partner: Very satisfied (excellent financial

performance)
European partner: Satisfied
Joint venture: Satisfied (but unresolved problems

remain)

IJV 6 Industry
UK partner: Visual Entertainments
European partner: Media
Joint venture: Television production
European partner nationality: Netherlands
Year of formation: 1997
Equity share: 50.1% (UK partner), 49.9% 

(European partner)

Motives of UK partner: Market entry: faster entry,
international expansion, new market

Motives of European Partner: Market entry: faster entry,
international expansion, new market
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Performance outcomes:
UK partner: Very dissatisfied (big losses)
European partner: Dissatisfied (deteriorating market

environment)
Joint venture: Very dissatisfied (poor profits)

IJV 7 Industry
UK partner: Car parts production
European partner: Car parts production
Joint venture: Car parts production
European partner nationality: Norway
Year of formation: 1995
Equity share: 50:50

Motives of UK partner: Non-market entry: access to R & D
facilities and manufacturing sources

Motives of European partner: Market entry: faster entry,
international expansion, new market

Performance outcomes: JV terminated in 1997 (both partners
sold majority shares to 3rd party)

UK partner: Very dissatisfied (poor profits)
European partner: Very dissatisfied (poor profits)
Joint venture: Very dissatisfied (poor profits and

conflicts)

IJV 8 Industry
UK partner: Defence manufacture
European partner: Defence manufacture
Joint venture: Defence electronics
European partner nationality: France
Year of formation: 1996
Equity share: 49.9 (UK partner), 50.1 (European

partner)

Motives of UK partner: Non-market entry: cost-sharing
Motives of European partner: Non-market entry: share R & D

costs, manufacturing facilities,
product rationalization

Performance outcomes:
UK partner: Reasonably satisfied
European partner: Satisfied
Joint venture: Fairly satisfied
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IJV 9 Industry
UK partner: Chemicals
European partner: Petroleum and chemicals
Joint venture: Chemicals production
European partner nationality: France
Year of formation: 1990
Equity share: 50:50

Motives of UK partner: Market entry: faster entry
Motives of European partner: Market entry: international expansion

Performance outcomes:
UK partner: Dissatisfied
European partner: Satisfied
Joint venture: Satisfied

IJV 10 Industry
UK partner: Motor manufacturing
European partner: Motor manufacturing
Joint venture: Motor manufacturing
European partner nationality: Swedish
Year of formation: 1994
Equity share: 51% UK partner, 49% European 

partner

Motives of UK partner: Market entry: facilitate international
expansion, new market

Motives of European partner: Market and non-market entry: new
market, increase competitiveness

Performance outcomes:
UK partner: Fairly satisfied
European partner: Fairly satisfied
Joint venture: Dissatisfied (low profits, low

efficiency)

IJV 11 Industry
UK partner: Steel production
European partner: Steel production
Joint venture: Steel processing and distribution
European partner nationality: Swedish
Year of formation: 1994
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Equity share: 50:50

Motives of UK partner: Market entry: new market
Motives of European partner: Non-market entry: to reduce

competition

Performance outcomes:
UK partner: Very satisfied
European partner: Very satisfied
Joint venture: Satisfied

IJV 12 Industry
UK partner: Electrical products
European partner: Electrical products
Joint venture: Electrical parts production
European partner nationality: France
Year of formation: 1991
Equity share: 49% (UK partner), 51% (European

partner)

Motives of UK partner: Non-market entry: to obtain
resources from partner

Motives of European partner: Non-market entry: low cost
manufacturing facility

Performance outcomes:
UK partner: Very satisfied
European partner: Very satisfied
Joint venture: Satisfied

IJV 13 Industry
UK partner: Chemicals and textiles
European partner: Chemicals and textiles
Joint venture: Textiles
European partner nationality: Germany
Year of formation: 1994
Equity share: 72.5% (UK partner),

27.5% (European partner)

Motives of UK partner: Market and non-market entry: new
market and resources from partner

Motives of European partner: Non-market entry: economies of
scale, product diversification and
exchange of technology
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Performance outcomes:
UK partner: Very dissatisfied (deteriorating

market conditions)
European partner: Fairly satisfied
Joint venture: Dissatisfied

IJV 14 Industry
UK partner: Dairy products
European partner: Dairy products
Joint venture: Dairy products distribution
European partner nationality: France
Year of formation: 1991
Equity share: 49% (UK partner), 51% (European

partner)

Motives of UK partner: Market entry: to enable faster entry
Motives of European partner: Market entry: to enable faster entry

Performance outcomes:
UK partner: Satisfied
European partner: Very satisfied
Joint venture: Very satisfied

IJV 15 Industry
UK partner: Explosives
European partner: Explosives
Joint venture: Commercial explosives
European partner nationality: Spain
Year of formation: 1995
Equity share: 80% (UK partner), 20% (European

partner)

Motives of UK partner: Market and non-market entry: faster
entry and to overcome national
regulations

Motives of European partner: Non-market entry: resources and
technology of partner, to increase
market share

Performance outcomes:
UK partner: Very dissatisfied (low profits, low

market share)
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European partner: Very dissatisfied (low profits, low
market share, low efficiency)

Joint venture: Satisfied

IJV 16 Industry
UK partner: Agribusiness
European partner: Fruit and vegetable grower
Joint venture: Agricultural produce
European partner nationality: Spain
Year of formation: 1996
Equity share: 51% (UK partner), 49% (European

partner)

Motives of UK partner: Non-market entry: share R & D
costs, production facilities, faster
payback on investment, reduce
transport costs

Motives of European partner: Non-market entry: spread risks, share
R & D costs, economies of scale,
product diversification

Performance outcomes:
UK partner: Satisfied
European partner: Satisfied
Joint venture: Satisfied

IJV 17 Industry
UK partner: Engineering components
European partner: Engineering components
Joint venture: Aluminium castings
European partner nationality: Italy
Year of formation: 1996
Equity share: 50:50

Motives of UK partner: Market entry: new market
Motives of European partner: Non-market entry: resources of

partner, increase competitiveness

Performance outcomes: JV terminated in 1997 – UK partner
bought out European partner

UK partner: Dissatisfied (failed to meet plan)
European partner: Dissatisfied (slow returns)
Joint venture: Very dissatisfied
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IJV 18 Industry
UK partner: Telecommunications
European partner: Railways
Joint venture: Telecommunications
European partner nationality: Netherlands
Year of formation: 1997
Equity share: 50:50

Motives of UK partner: Non-market entry: to obtain licence
Motives of European partner: Market and non-market entry: new

market, product diversification,
partner expertise

Performance outcomes:
UK partner: Satisfied
European partner: Less than satisfied (higher than

expected losses)
Joint venture: Dissatisfied

IJV 19 Industry
UK partner: Bioscience
European partner: Sugar refining
Joint venture: Agrochemicals
European partner nationality: Netherlands
Year of formation: 1996
Equity share: 50:50

Motives of UK partner: Non-market entry: share R & D
costs, economies of scale,
complementary technology

Motives of European partner: Non-market entry: share R & D
costs, economies of scale,
complementary technology

Performance outcomes:
UK partner Satisfied (good returns, desirable

strategic direction)
European partner: Satisfied (good returns)
Joint venture: Less satisfied (concerns over the

long term)

IJV 20 Industry
UK partner: Airport ground handling services
European partner: Airline
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Joint venture: Airport ground handling services
European partner nationality: France
Year of formation: 1996
Equity share: 49% (UK partner), 51% (European

partner)

Motives of UK partner: Market entry: new market, faster
entry, overcome regulations

Motives of European partner: Non-market entry: enhance position
in market

Performance outcomes:
UK partner: Satisfactory (good efficiency and

quality)
European partner: Satisfactory (good profits and sales

growth)
Joint venture: Very satisfactory (committed staff)
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