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MOTIVES OF INTERNATIONAL JOINT VENTURE FORMATION IN INDIA: AN
ASSESSMENT THROUGH THE RESOURCE BASED APPROACH

ABSTRACT

Many aspects of international joint ventures have received the consistent attention of
researchers and scholars. There is a long tradition to study the 'motives' of IJV formation
in different country contexts using different theoretical perspectives including transaction
cost analysis and strategic management approach.
Despite many recent studies, some vital aspects of IJV motives remain unanswered.·
There is limited empirical evidence to test the propositions that (a) IJV motives are
different for developed-developing country parent firms, (b) motives of developeddeveloping country firms complement each other and, (c) structural characteristics have
an impact on the importance of motives. Given the limitations of cumulative research
effort and the fact that the role and importance of IJVs is increasing in international
business, fresh research effort is essential to overcome the gaps in the understanding of
IJV motives. While these concerns are global, these are particularly relevant for
developing countries.
The primary objective of this thesis is to investigate these issues using the resource based
view (RBV) of the firm. The IJV remains the most popular form of governance structure
in India by foreign firms despite the abolition of the legislative necessity for almost a
decade. A significant proportion of foreign investment in India continues through joint
ventures. Most aspects of IJV including IJV motives in India remain a matter of
conjecture.
This thesis assesses the motives of IJV formation by conducting a cross-sectional survey
of Indian and foreign organization operating in India. The empirical results of the RBV
approach shed new light on the issues of IJV parents' specific resource seeking motives.
It provides evidence that motives of IJV formation in India are different from the general
propositions made about developing countries. The research highlights the role of
structural differences of IJV parent firms in determining the importance of IJV motives. It
also isolates the tangible and intangible resource-seeking motives for different IJV parent
firms in India.
Drawing on the evidence gathered, the thesis goes to argue that it is necessary to review
the issue of IJV motives generally and also in the Indian context. With the rapidly
· changing environment of global investment, it is high time that IJV parent firms consider
the role of specific resources as a means of delivering competitive advantage.
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CHAPTER 1: INTRODUCTION
1.1.0: Background: The globalization of business, particularly in the last couple of
decades, is well documented in business and management literature (Griffith et al 2001,
Si and Bruton, 2003, Sim and Ali, 2001, Jun and Singh, 1996). The global environment
of conducting business has transformed quite significantly during this period. Insular and
protected markets have changed political and economic direction to be part of the
mainstream global business. The political impediments to global trade, for example, were
removed in the Eastern Block countries with the end of the cold war. Similarly there is
now considerable change in the posture of governments of Canada, Mexico, Taiwan,
Korea, India and China towards multinational corporations and their activities (Gray and
Yan, 1997, 63).

As a consequence of the changed environment, business and investment opportunities in
both developed and developing countries have increased significantly. This trend is
corroborated by the aggregate data on international trade and investment complied by
UNCTAD.

Table 1.1: International Trade 1990-2000 (Millions of US Dollars)

Country/Group
World
Developed Countries
Developing Countries
Eastern Europe
India

Exports
3,485,598
2,489,625
834,249
161,724
17,969

1990
Imports
3,602,839
2,610,729
815,396
176,650
23,580

Exports
5,127,780
3,517,073
1,425,915
184,793
30,630

1995
Imports
5,191,367
3,487,314
1,508,364
195,689
34,707

Exports
6,326,525
4,041,970
2,032,086
252,468
42,295

2000
Imports
6,505,276
4,379,185
1,893,967
232,124
50,455

Source: UNCTAD (2001)
http:stats.unctad.org/public/eng/TableViewer (22 May 02)

Trade data of tables 1.1 and 1.2 indicates a trend of substantial increase in volumes
achieved at the global level. The value of international trade and FDI (foreign direct
investment) inflows to both developed and developing countries increased consistently
for a major part of the last decade. The growth trend is particularly impressive in the
context of setbacks due to events such as the Tiannmen Square massacre of 1991 in
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China (Gray and Yan, 1997); the nuclear testing of devices by India in 1997; the financial
crisis of 1997 witnessed by the countries of South-East Asia; the overthrow of general
Suharto in Indonesia in 1998 and the sacking and subsequent prosecution of Anwar
Ibrahim, the deputy Prime Minister of Malaysia in 2000.

Table 1.2: Regional Distribution of FDI Inflows (Billions of US Dollars)
Region/Country
Developed countries
Western Europe
Japan
United States
Developing Countries
Africa
Latin America
Asia
Central Europe
World

FDI Inflows
1989to1994*
137.1
79.8
1.0
42.5
59.6
4.0
17.5
37.7
3.4
200.1

1996
219.7
114.9
0.2
84.5
152.5
5.6
51.3
94.4
12.7
384.9

1998
483.2
273.4
3.3
174.4
188.4
7.7
83.2
95.6
21.0
692.5

2000
1005.2
633.2
8.2
281.1
240.2
8.2
86.2
143.5
25.4
1270.8

• represents annual average for 1989 to 1994 period
Source: UNCTAD, World Investment Report 2001

The overall growth trends of international trade and FDI confirm that the events
mentioned earlier were more an unpleasant hiccup rather than a major derailment on the
path of globalization. According to Tatoglu and Glaister ( 1998, 204 ), despite the
problems many developing country markets are now seen as attractive destinations for
FDI by MNCs. It has been further argued that the process of global trade is irreversible. It
is likely to gain further impetus with the progressive consolidation of World Trade
Organization (WTO) rules of international trade.

1.2.0: Market entry decisions: For firms intending to operate in global markets, choice
of an appropriate 'market entry mode' is critical. Firms must choose a governance
structure that enables them to take advantage of global- and market-specific
opportunities. Foreign market entry can be achieved through many possible modes and
may take a variety of forms (Beamish and Killing, 1997, xi). The four most commonly
used entry modes include: exporting, licensing, international joint ventures and wholly
owned subsidiaries (Tatoglu and Glaister, 1998, 208). The other less frequently used
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options include contract manufacturing, management contracting, counter-trade,
piggybacking (Fletcher and Brown, 2002, 231-236). Instead of solely relying on exports,
global business organizations are now using a variety of market entry strategies including
foreign direct investment, franchising and licensing to target emerging opportunities.

1.2.1: International Joint Ventures (IJV): While no reliable global data is available
about the incidence of international joint ventures (IJV) formation, Katsikeas (1998, 6)
argues that in the present global business environment there has been a noticeable
proliferation of IJV arrangements compared to other market entry options. Similar Claims
about the preference of IJV structure have been made for specific countries such as India,
Russia, Hungary, Bangladesh (Lal and West, 1997; Banai et al., 1999, Sim and Ali,
2001 ). Most organizations including US Fortune 500 companies widely accept IJV as
what Ali (1997, 1) terms a 'desirable' form of foreign market entry.

It is important to observe that IJVs are neither exclusive nor .restricted to any particular

set of global business operators. They are used extensively in the Asia Pacific region to
conduct business (Yeung, 1997, 23 ). A growing number of IJV s are now formed between
firms from developed and developing countries (UNCTAD, 2002), locating in the latter
to take advantage of their markets and supply of cost effective business inputs.
As a consequence of significant changes associated with globalisation of business
environment, the research agenda of market entry options for both conceptual and
empirical research has been extended quite considerably (Beamish and Killing, 1997).
Many aspects of the cooperative strategies in general and IJVs in particular are attracting
significant research attention (Yeung, 1997; Pan and Tse, 1997). The study of 'IJV
motives' has been on the research agenda of business scholars for several decades. There
is now a well-established tradition in international business strategy literature to assess
the 'motives' of IJVs. In recent years motives have been investigated in different country
settings using different theoretical perspectives that include a strategic, transaction cost or
eclectic paradigm (Hyder, 1999, Tatoglu, 2000, Banai et al 1999, Fahy et al 1998,
Tatoglu and Glaister 1998, Wong 1998).
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In addition to research efforts to investigate issues such as IJV performance, control and
choice of partner, some researchers have explored the relevance of a universal motives
thesis by identifying the similarities of IJV motives in different country settings. There is
considerable debate in the literature on a range of interrelated issues including ( 1)
identification of important IJV motives, (2) whether the motives of IJV parent firms from
developing and developed countries are different, and (3) whether the motives of IJV
parent firms complement each other. Despite the general consensus and conceptual
support for some of these propositions, it is interesting to note that to date these
propositions have not been tested systematically in an empirical manner. What motivates
firms to choose a particular IJV governance structure remains an interesting, yet
unanswered question due to a number of limitations associated with the previous studies
including the use of competing paradigms, different sampling units or a lack of definition
of motive.
This research extends the investigation of motives of IJV by using the logic of the
resource-based perspective, also known in the literature as the 'resource-based view'
(RBV). There is limited research to understand the motives of IJV choice from a
resource-based perspective, particularly in the significantly altered business environments
of newly de-regulated markets. One notable exception is a recent work by Kale and
Anand (2001), which has made an attempt to assess the IJV motives in a limited way.

In the context of the limitations and difficulties briefly mentioned earlier, this research is
an attempt to investigate the 'motives' of IJV formation from a resource-based
perspective. It is based on a survey of IJVs established in India. The survey intends to
investigate a number of research questions, particularly the identification of key resource
motives, the notion of 'complementing motives'; the difference between the motives of
developed and developing country firms and the impact of structural variables on the
relative importance of different resource motives. India was chosen as the developing
country for this study as it has attracted significant FDI in recent years from a large
number of developed countries and therefore satisfied the requirement to assess the
research questions. A detailed discussion of research issues mentioned earlier along with
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the significance of this research is provided in chapter 2 after the review of literature on
IJVs in general and also specific to India.

1.3.0: IJVs in India: A Case Study: A brief overview of Indian history and its economic
policies is pertinent in understanding IJV formation in India. India is a federal union of
states and is a sovereign, socialist, secular democratic republic with a parliamentary
system of government. With a total population of more than a billion, India is a multicultural and multi-religious society of high diversity and complexity (Austrade, 2002).
India is the second largest nation in the world in terms of population and seventh largest
in terms of landmass. The Indian economy is predominantly agricultural. A little over one
third of the country's national income is derived from agriculture and allied activities
which also employ about two thirds of the working population (Austrade, 2002).

1.3.1: Economic activity (1947-1990): The Industrial Policy Resolution of 1956
provided the major thrust of industrialization in India till 1990. Since its adoption, this
policy significantly influenced the participation and role of different sectors of the
economy. It demarcated the roles for the government or public sector, the private sector
and for foreign firms.

The Industrial Policy for example stated that, "all industries of basic and strategic
importance or in the nature of public utility service should be in the public sector". The
public sector in India therefore comprised such public utilities as the railways, road
transport services, ports, posts and telegraphs, power and irrigation projects. These
industrial and commercial enterprises of central and state governments derived their
finance almost wholly from government in the form of equity capital or loan (India:
Reference annual 1987, 458).

The government's involvement in the organized sector went much further than simply
managing these enterprises. The government exercised considerable intervention in
business activities through the choice of technology, industrial licensing arrangements,
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financing, employment regulations, ownership structures, the pricing of products and the
regulation of markets (Sinha 1985, 91 ). The rigid bureaucracy and administrative controls
of the industrial policy sharply restricted economic activity, particularly for the private
sector in India (Vachani, 1997, 166).

The 'social justice' doctrine of the industrial policy implied that the investment
opportunities in most sectors of the Indian economy were not quite so easily accessible up until 1991 - to private firms, including foreign businesses. International investment in
all forms, including the formation of IJV, was governed by a series of regulations·
emanating from the Foreign Exchange Regulations Act (FERA) of 1973. Indian firms
with foreign holdings or foreign investments in Indian companies (simply termed as the
FERA companies) were subjected to stringent management conditions such as the
employment of foreign and local employees, repatriation of funds overseas and pricing of
products.

The equity share holding allowed in the FERA companies was generally a maximum of

40% and in a few exceptional export-oriented companies this limit was 74%. The nonresident Indian (NRI) firms were allowed I 00% equity in projects that were established
by Indians Iivi ng abroad. However the repatriation of profits abroad was not permitted for
the NRI firms (Bullis 1998, 43). Prior to 1991 the government in most cases agreed to
foreign investment on a selective basis with the objective of filling technological gaps
and expanding exports. Foreign capital was not permitted in the field of banking,
commerce. linance. plantation, and trading and consumer industries.

In spite of !'>Uch rigid guidelines and restrictions, there were 224 foreign companies
operating in India by March 1985 with total assets worth 37,530 million rupees. About
25% of these companies were British with extensive business interests (Statistical Outline
of India 1989-90. 126).

1.3.2: Changed environment (1991 onwards): Since 1991, the overall investment
climate in India has changed quite drastically (Ahluwalia 1994, 7). A concerted and
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largely bi-partisan effort is now made through a range of government policies to promote
private and foreign investment in most sectors of the Indian economy. The FERA Act of
1973 has been amended since 1991 and further changes have been introduced in a
progressive manner to attract international business and foreign investment.

Private enterprise- including foreign investment- in India is now encouraged in all but a
few industries (considered strategically important to national security) that continue to be
directly administered by the Government of India including defence, railways, and post
services. Telecommunications, banking and insurance are the notable examples of key
industries that have now been liberalised significantly to attract foreign investment.

The policy shift in foreign investment has resulted in the following key changes in the
industrial and commercial environments (Bullis, 1998, 54):

•

The limit for foreign equity participation is raised

frc~m

40 to 51 percent in thirty-

five high priority industries including industrial and agricultural machinery,
chemicals, hotels and tourist facilities and trading companies that are engaged in
export activities.
•

Foreign companies can now conduct oil exploration and refining.

•

Up to 100 percent foreign ownership is now allowed in the power sector,
electronic hardware technology, software technology parks, export oriented units
and companies located in the export processing zones.

•

Importation of capital goods, plant and machinery is granted automatic approval.

•

The import duty on capital goods is significantly reduced.

•

The requirement that technology transfer must accompany foreign investment has
been abolished.

•

Foreign technicians may be hired freely to work in India.

As a consequence of these changes since 1991, the availability of market entry options
available to foreign firms has changed quite significantly (Lal and West, 1997). The
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limitations of pre 1991 on IJV formation and foreign investment have been removed
quite considerably. The response of the global investment community to these changes
has been encouraging and foreign direct investment (FDI) has increased quite
considerably.

Table 1.3: List of yearly foreign investment approval by Government of India
Technical

Financial

Investment

YEAR

Collaborations

Collaborations

Total

(In million Rupees)

1991

660

291

951

5,166.94

1992

829

691

1520

38,015.42

1993

691

785

1476

88,617.98

1994

792

1062

1854

I ,41 ,872.68

1995

984

1353

2337

3,24,823.59

1996

746

1557

2303

3,61,498.67

1997

661

1664

2325

5,48,903.69

1998

597

1189

1786-

3,07,635.11

1999

498

1726

2224

2,83,665.35

2000

417

1729

2146

3,73,721.92

Source: (India Investment Center web site)

Table 1.3 is indicative of a substantial increase in the number of foreign investment
approvals since the implementation of the economic liberalization policy announcements
of 1991. While India's share of FDI compared to other emerging markets is still quite
low, this is a remarkable improvement when one compares it with the total value of
foreign investment for the period of 1947 to 1985 cited earlier. The Asian economic crisis
of 1997 has had a noticeable impact both in terms of the absolute value and numbers of
approvals. FDI has picked up since and is edging towards the previous levels.
There is a notable dispersion of FDI in India in terms of investors' country of origin.
Foreign investment in India is now dominated by firms from the US both in terms of the
number of approvals and the amount of investment. This is consistent with the dominant
position enjoyed by the US as global business leader. The other major investors come
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from Germany, Japan and the UK. The overall investment appears quite diversified at the
next level of FDI providers with reasonable investment volumes recorded by a
geographically diverse range of countries including Australia, Argentina, Canada, China,
Thailand, Russia, Taiwan, Hong Kong, Saudi Arabia, South Korea and UAE. A major
surprise is the overwhelming FDI volumes since 1996 of firms based in Mauritius.

It is important to note that table 1.3 data represents the status of FDI in India. The

distribution of FDI into specific modes of market entry such as the wholly owned
subsidiaries, licensing or joint ventures is not clear from the published statistics.
Although Lal and West (1997, vii) have suggested that much of the foreign investment in
India is in the form of joint ventures between multinationals and Indian companies, it is
not corroborated by any data. Some scholars have made similar observations in other
country contexts. According to Banai et al (1999, 18), IJVs stand out as the single most
important FDI approach in Russia ever since the country opened its doors to foreign
investment after perestroika.

1.4.0: Structure of the thesis:
This report is divided into five chapters. Chapter one provides a general overview of the
problem based on a brief commentary on globalization, its impact in FDI and IJV
formation in India. The remainder of this thesis is structured as follows:

Chapter two presents a general theoretical framework of major streams of research on
IJV (including RBV). The review of relevant literature provides a basis to state the
research problem and formulate the research hypotheses.

Chapter three outlines the research methods used; it covers methodological issues
including the development of a questionnaire, sources of data and sampling issues.

In chapter four, information obtained from questionnaire responses is analyzed and
hypotheses tested. Discussion of findings, limitations for future research and conclusions
constitute the final chapter.
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CHAPTER 2: REVIEW OF GENERAL LITERATURE

2.LO: Introduction: IJV as a preferred option of market entry strategy has attracted
considerable research interest in recent years (Tatoglu, 2000, 137; Fey, 1995; Banai et al,
1999; Chan, 1996, Kale and Anand, 2001 ). For both conceptual debate and empirical
res~arch

the research agenda associated with joint ventures (JV) in general and

'

international joint ventures (IJVs) in particular is quite extensive. Many aspects of IJVs
have been the subjects of academic scrutiny including partner selection, trust, control,
motives and causes of IJV failure.

In order to assess the current status of research on motives of IJV, this section briefly
reviews some of the recent conceptual and empirical studies of IJV formation. It attempts
to r~view the literature to identify the contemporary trends and traditions of research in
this field. The review also attempts to highlight gaps that may impede our understanding
of the motives of IJV formation. Sections on 'statement of the problem' and 'research
objectives' spell out the research agenda and direction of this research effort to address
the gaps that may be discovered.

While most major studies that deal with IJV motives have been reviewed, three recent
empirical studies conducted in Turkey, Russia and the UK are subjected to in-depth
scrutiny. Apart from being fairly recent, these studies highlight the current state of
research in IJV formation and management and provide a reasonable backdrop for
research questions of this thesis.

2.Ll: Overview of IJV research: Table 2.1 provides a snapshot of the recently
published research (both conceptual and empirical) in business and marketing literature
on different aspects of IJVs.
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Table 2.1: Details of recent IJV research
Year

Author(s)

Area(s) of IJV research

2001

Kale and Anand

Research
approach
Empirical

2000

Tatoglu

Empirical

2000

Reuer

Empirical

1999

Hyder

1999

Banai, Chanin and Teng

Qualitative
case study
Empirical

Motives, control

Sweden, India,
Malaysia
Russia and US

1998

Empirical

Motives

Hungary

1998

Fahy, Shipley, Egan and
Neale
Tatoglu and Glaister

Empirical

Motives

Turkey

1998

Quang and Swierczec

Empirical

Vietnam

1998

Griffith, Hu and Chen

Empirical

1998

Wong

Case study

Role of leadership and
IJV performance
Formation and
performance
Motives

1997

Lin, Yu and Seetoo

Empirical

Mo.tives, control

Hong Kong and
Japan
Taiwan

1997

Lyles and Salk

Empirical

Knowledge acquisition

Hungary

1996

Glaister

Empirical

Motives, partner selection

UK

1994

TaiJman and Shenkar

Conceptual

Not applicable

1988

Kogut

Conceptual

Motives, Decision making
process
Motives

1988

Hennart

Conceptual

JV Formation and
motives

us

JV contributions, and
performance
Strategic motives and
partner selection
Parent firm performance
Motives and performance

Country of
investigation
US, India
Turkey

us

China

us

Table 2.1 above indicates the diversity of research issues including: motives of IJV
formation, IJV ownership-performance relationship (Beamish, 1988), determinants of
IJV partner selection (Tatoglu, 2000; Geringer, 1991 ), and causes of joint venture failure
(Harrigan, 1987). These studies have been conducted in a wide range of country specific
environments and contexts. While empirical methodologies dominate the research
approach, other qualitative methodologies are also used to investigate multiple issues of
IJV s that are often interrelated. The considerable multiplicity and overlap of research

11

issues evident from the table above is partly due to the sequential nature of IJV formation
and management decisions.

2.1.2: Research on IJV motives: The study and reporting of the 'motives' as a research
question attracted early attention in business literature. Arguments based on the
behavioral perspective provide the earliest attempts to study the motives of
internationalization (Aharoni, 1966; Perlmutter, 1969). According to Aharoni ( 1966), two
broad sets of forces initiate firms' global expansion: (a) internal drives such as the
motivation of senior executives of the firms and possession of unique products as well as
(b) external drivers such as the competitive pressure and pursuit of market opportunities.
These arguments may be considered as path breaking and insightful in a historic context,
but are subject to two limitations in our understanding of IJV motives in the present
environment:

•

While an IJV is often a part of the 'internationalizatioq' effort of a firm, motives
•of internationalization may apply equally to other forms of market entry such as
licensing or a wholly owned subsidiary.

•

The two sets of motives or forces are stated in broad terms and are of limited
relevance in our understanding of the reasons for choosing the IJV format in a
contemporary business environment.

Systematic study of the 'motives of IJV formation' rather than 'internationalization' is
fairly recent in the literature on international business and marketing strategy. A key
focus of this research stream has been to isolate the motives that encourage firms to
choose an IJV compared to other market entry options (Hennart, 1988; Beamish, 1988;
Child and Faulkner, 1998). A large number of motives have been proposed or identified
by researchers that affect the decision of firms to choose IJVs while operating in different
countries.

One of the earliest attempts to study the motives of IJV formation involved a relatively
large sample of organizations from the Indian sub continent. Tomlinson (1970) examined
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a range of factors on a sample of 71 IJVs that operated in India and Pakistan. The
pioneering study reported many motivations to form an IJV. 'Favorable past association'
was reported as the single most important factor. Other factors include: 'facilities',
'resources', and 'partner status'.

Many researchers in recent times have continued with the earlier tradition of addressing
multiple issues of IJV formation and management including the motives of IJVs. Tatoglu
(2000), for example, has discussed the motives of IJV formation and the criteria of IJV
partner selection simultaneously, in a complex and rather unconvincing manner. Studies
I

involving motives and partner selection that are linked with IJV stability and performance
are also common (Child and Faulkner, I 998). While all these issues are important and
research effort towards their understanding quite valuable, there is often a lack of clear
demarcation of research issues. Studies that solely focus on the question of IJV motives
are limited.

2.1.3: Motives of IJV: The accumulated research of various country specific studies on
IJV motives has reported an extensive array of IJV motives. Tables 2.2 to 2.4 provide a
brief overview of the results reported in three recent studies conducted in Russia, Turkey
and UK. By considering the diversity of motives reported in these studies and also other
studies. it is apparent that the literature of IJV has accepted a wide range of motives. The
country-spcci fie contexts in which these studies were conducted provide part of the
explanation of the diversity of motives. There is indeed a noticeable absence of common
terminology to capture the motives that is consistently used in prior studies ofiJVs.
Despite the diversity of methodologies and terminologies, some researchers have argued
that some IJV motives are more important than others (Kale and Anand 2001).

Table 2.2: i\lotives of entering Russian-US joint ventures
Motives of Russian Firms
Technology transft:r by the US
US partm:r's financial resources
Managerial skills of US managers
Preferential access to US market

Average rank
2.1
3.0
3.3
5.2
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US partner's economies of scale
Handling high US market entry cost
Gaining access to foreign markets
Avoidance of US tariff barriers
Overcoming US non-tariff barriers
Cost of US labour

5.3
5.9
6.5
7.3
7.5
8.8

Motives of US Firms
Cost of Russian labor
Preferential access to Russian market
Handling high Russian market entry cost
Russian partner's economies of scale
Gaining access to foreign markets
Avoidance of Russian tariff barriers
Overcoming Russian non-tariff barriers
Technology transfer by the Russian
Russian partner's financial resources
Managerial skills of Russian managers

Average rank
3.3
3.3
4.3
4.5
5.5
5.8
6.3
7.0
7.I
7.7

Average rank ( 1 =most important, 10 = least important)
Source: Banai et al (1999), 17-37

Table 2.3: Relative importance of motives for FEV formation in Turkey
Motivation
To gain presence in new markets
Enabling faster market entry
Maintaining an adequate quality control
Enabling faster payback on investment
Economies of scale: increased volume lowers unit cost
Better resource and capacity usage
Potential difficulties and problems with agents and licensees
Avoiding the risk of dissipation of knowledge
Exclusive or favoured access to inputs
To conform to Turkish government policy
Cost of making and enforcing contracts
Lack of patent and license protection laws
Non-transferability of technology by licensing and patents

Rank
I
2
3
4
5
6
7
8
9
10
11
I2
I3

Mean
4.09
4.00
3.30
3.0I
2.76
2.66
2.56
2.53
2.49
2.84
2.42
2.1I
2.06

S.D.
1.16
1.13
1.23
1.07
1.25
1.2I
1.26
1.12
1.2I
1.28
1.27
1.06
0.97

Source: Tatoglu and Glaister (1998), page 214

Table 2.4: Strategic Motivation for UK Equity Joint venture Formation with Western European
Partners
Motivation
Gain presence in new market
Faster entry to market
Facilitates international expansion
Compete against common competitor

Rank
I
2
3
4

Mean
2.5I
2.46
2.30
1.87

S.D.
0.69
0.77
0.9I
0.75
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Economies of scale
Maintain market position
Exchange of complementary technology
Product diversitication
Concentrate on higher margin business
Faster payback on investment
Spread risk of large project
Share R&D costs
Reduce competition
Produce at lowest cost location
Exchange of patents/territories
Conform to foreign government policy

5
6
7
8=
8=
10
II
12=
12=
14
15
16

1.76
1.73
1.68
1.62
1.62
1.60
1.43
1.41
1.41
1.35
1.30
1.24

0.80
0.77
0.71
0.68
0.72
0.73
0.65
0.60
0.69
0.59
0.46
0.55

Note: The mean is the average on a scale of I (= 'of no importance') to 3 (= 'of major importance), S.D.=
Standard Deviation

Source: Glaister (1996, 15)
Some of the other important motives reported in other studies that highlight the lack of
commonality and extreme diversity include:
•

Risk sharing (Tatoglu, 2000, 140),

•

Internal development in (host county) socioeconomic development (Artisien and
Buckley, 1985, 131 ),

•

High growth potential of the (target) market (Fahy et al, 1998, 159),

•

Protection of patents, copyrights and trademarks, and protection of guarantees
against appropriation and nationalization (Chan, 1996, 21 ).

2.2.0: Difficulties of prior studies: The proliferation of country specific studies on IJV
motives has contributed to considerable difficulties with regards to two issues: (I)
synthesizing the diverse range of motives in a systematic manner, and (2) doing any
meaningful cross-country comparisons. While diversity of research settings is helpful in
enriching the understanding, a lack of consistency in terminology, methodology and
theoretical perspectives has created problems that are unhelpful in enhancing our
understanding of IJV motives.

The following exacerbates the difficulties associated with prior studies:
•

While there is a well-established tradition to study motives of IJVs in
international business and marketing, none of the studies reviewed in this research
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has made any attempt to define and operationalise the term 'motive'. Most studies
suffer from an imperfect understanding of the key term 'motive'. The lack of
definition of motive is a critical oversight in IJV research effort. This is a
significant constraint limited not only to the three studies considered in-depth but
also to all similar studies that have been reviewed.
•

Often there is an assumption made in some studies that FDI, strategic alliance, JV
and IJV are similar and therefore the motives for FDI will be similar to strategic
alliance and IJVs (Buckley and Glaister 2002, 59). The unit of analysis varies
considerably in studies of motives. Some of the reported motives such as 'to gain
presence in a new market' (Tatoglu and Glaister 1998); 'gaining access to a
foreign market' (Banai et at 1999) and 'product diversification' (Glaister 1996)
are not necessarily the motives for opting for an IJV governance structure. These
motives may apply equally well to other forms of foreign market entries such as
exporting or licensing. They are best described as motives for international
expansion or justification for global diversification ra_ther than motives that justify
the choice of an IJV structure.

•

There are differences in research methodologies in terms of the sampling, sample
size, sampling units and data collection procedures. These are significant
contributors to problems of synthesizing the diversity of motives. The Glaister
(1996) study is based on a survey of 50 local managers in the UK while Tatoglu
(2000), surveyed 39 foreign partners of firms operating in Turkey through a
purposive sample. Findings of Banai et al (1999) are based on a sample of 226
pre-selected Russian managers who were attending a training course in the US to
assess their motives of IJV formation in Russia.

•

The use of different and in some cases multiple theoretical perspectives of
assessing IJV motives such as the transactions costs analysis, strategic or eclectic
paradigms have added to the difficulties associated with a cross-country
comparison. Often researchers have used multiple paradigms, claiming that it is
not possible to deal with this issue with a single model or theory (Dunning, 2001 ).
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The above difficulties are unhelpful in the comprehensive understanding of IJV motives.
In addition, a review of prior studies further indicates specific gaps that currently exist in
the quantitative assessment of three key aspects of research on IJV motives such as (1)
the issues of developed-developing country motives, (2) the nature of motive
complementing and, (3) the impact of structural factors on motive importance.

2.2.1: Motives of developed and developing country firms: It has been argued in the
literature that there are significant differences between the motives of developing and
developed country IJV s (Hyder, 1999). Beamish ( 1988) examined a number of issues
r

including reasons for creating IJVs (motives), autonomy, stability, performance and
ownership of joint ventures in developed and developing countries. Table 2.5 provides an
overview of motive importance indicated for developing and developed country JVs as
reported by Beamish (1988, 11 ):

Table 2.5: Motives of (International) Joint Venture Formation
Reasons
Government suasion or legislation

Developed
Country(%)
17

Developing Country
(%)
57

Partner's need for other partner's skills

64

38

Partner's need for other partner's attributes or
assets

19

5

Source: Beamish (1988)

Two significant differences in the importance of JV motives are highlighted above: (1)
developed country JVs are more likely to be created to obtain the skills of other partners,
and (2) developing country JVs, are often created as result of government legislation that
required a JV structure for foreign partners in order to do business in the developing
countries. These findings according to Beamish (1988) are consistent with earlier
findings of Janger (1980) and Tomlinson (1970).

The above claims need closer scrutiny due to methodological concerns and therelevance
of these findings in the contemporary global investment environment. The developed and
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developing country data is derived from two independent studies using separate samples.
While the developed country findings are based on a study by Killing (1983) that
involved 34 respondents from developed countries, developing country findings are
based on a sample of 66 joint ventures located in 27 less developed countries. In the
absence of more methodological details of the two studies, the comparison between the
motives of developed and developing country IJVs is inappropriate. It is not possible to
generalize these findings to other situations that involve cooperation between developing
and developed firms in a modem context.

In a more recent study, Hyder (1999) also concluded that there were significant
differences between the motives of IJVs from developed and developing countries.
Hyder's argument is based on his research that utilized a case study methodology. He
argues that not only were the motives of the IJV partner in both environments different
but also that the overall impact of different motives on the management of IJV was
different as well. In the developing country the motives were_different but
'complementary', while the motives were 'conflicting' for developed country IJVs. There
is no definition or explanation of the terms 'complementary' or 'conflicting' provided by
Hyder (1999). The issue of 'complementing' motives is investigated later in this chapter.

The developed-developing motives disparity arguments of Hyder (1999) are inadequately
supported by conclusive evidence and therefore do not permit generalization.
Methodological details indicate that at the very best Hyder (1999) used an exploratory
research design. Only four cases were studied in-depth- two each from the two groups of
developed and developing countries. Hyder's findings can be further questioned on the
basis of classifying developed and developing country IJV. Without any consideration of
the IJVs country of origin, country of operation is used as the sole criteria to classify IJVs
as either developing or developed. This is an inappropriate classification scheme and any
arguments based on this need further consideration and academic scrutiny.
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To sum up, the evidence supporting the propositions that there are significant differences
between the developing and developed country IJVs at best is empirically limited and
inconclusive.

2.2.2: Complementary motives: The literature review also highlights the virtues of
'complementarity' as a source of competitive advantage. Apart of the arguments of
Hyder (1999), in support of its desirability Banai et al (1999, 18) have also argued that
the success of an IJV rarely depends on what one partner does; rather, it depends on the
partners' compatible objectives as well as their willingness to contribute
'complementary' resources. A mutual understanding of the other partners' position is
crucial for a successful IJV. Similar arguments for achieving synergy through
'complementary motives and resources' have been put forward by Kogut (1988);
Contractor and Lorange ( 1988); Hennart ( 1988, 362) and Griffith ( 1998, 171 ).

The logic of the 'complementary motive' is particularly popu}ar with a firm's desire to
acquire new skills and competencies. 'Learning' for example has been either reported or
proposed as one of major motives in many research studies by Child and Faulkner
(1998); Hyder, (1999, 256); Banai et al, (1999, 19). These researchers have argued that
complementary motives are particularly important for firms based in developing
countries. It is claimed that these firms view IJVs as a strategy to accelerate their
acquisition of skills & competence that would otherwise take them much longer to
develop through their internal process. Similarly the 'technology transfer' clause often
insisted on by developing country governments as a precondition of IJV formation, is a
manifestation of their desire to enable developing countries to acquire the advanced
technology of firms from developed countries.

As a motive, learning is not confined to firms from developing countries only.
Irrespective of the nationality of the IJV partners, learning is a motive common to IJV
firms from both developing and developed countries. While partners from the developing
countries are usually keen on technological learning, developed country partners are
motivated by their desire to learn about the markets and industry structures of the
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developing countries (Hyder, 1999, 446). Similar arguments are also made by Wong
(1998) and Banai et al (1999).

The review of literature in general and a comparison of motives reported in two recent
studies in Turkey and Russia in particular highlight the challenges associated with the
empirical assessment of the issue of complementarity. The factors listed in tables 2.2
(motives of US firms) and 2.3 have some common motives in terms of their relative
importance. While the dominant motives in Turkey are 'market related', for the Russia
study, these motives represent a combination of factors involving cost minimisation and
market access. The issue of 'complementary' motives however is not addressed either in
the Turkish or Russian studies. Despite the substantial conceptual support for the notion
of 'complementarity', to date this proposition has not been adequately tested empirically.
The questionable approach of Sim and Ali (2001), discussed in section 2.7.5.7 is a
notable exception.

2.2.3: Focus of proposed and reported motives: While some researchers may view the
similarity of some of the reported motives as an indication of the emerging consensus
regarding the relative importance of some of the motives, the current literature however
indicates a lack of consistency on key methodological issues. There is lack of consistency
in terms of the unit of investigation. As earlier stated many studies have failed to
differentiate hetween the motives of IJV formation and international expansion.

Different !'.ampling units are used in prior studies to obtain primary data on IJV motives.
For example. three broad categories of sampling units exist in terms of the assessing and
reporting of ex-post motives including the views of: (a) IJVs as a single reporting unit,
(b) one of the major IJV parent firms, and (c) all parent firms. Many studies, particularly
with IJV partners from similar economic backgrounds, have reported motives of only one
set of parent firms. Other studies have investigated this issue from the perspectives of
different parents of an IJV. The definition of study unit differs considerably among the
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empirical studies. A review of studies conducted in Turkey, UK and Russia, for example,
indicate that most research studies have not focussed on the motives of all IJV partners.

Many empirical studies have made no attempt to differentiate between the motives of IJV
formation and motives of international expansion per se, for example, Glaister (1996).
The application of broad units of data collection without clear demarcation between IJVs
and other forms of global expansion makes it difficult to conduct any meaningful
comparison of the reported findings. The range of reported motives includes broad
categories of reasons that could apply to any form of market entry. Motives (reasons)
assessed by Chan (1996, 19) provide a good example of the tradition of considering
broad categories including access to products, access to markets, access to technology,
management, operations, finance, legal issues and strategy. The review of literature
suggests that limited attempts have been made in prior studies to address the issue of
assessing specific motives of a well-defined IJV unit.

2.2.4: Impact of structural factors on motives: The reported findings suggest that
researchers are preoccupied with the description of motives in different country settings.
To a large extent the current literature is descriptive, repetitive and insufficiently
analytical. A limited attempt has been made to analyse the motives based on structural
dimensions of firms and their industries. In many studies, the relative importance of
country specific variables has not been explained in the context of any structural
differences of the respondents. The impact of structural and strategic characteristics of
respondents including their country of origin, size and industrial sectors, on IJV motives
has not been empirically assessed. Recent empirical study by Tatoglu and Glaister (1998)
is an exception.

2.3.0: Statement of the Problem: Ongoing research efforts to investigate the motives of
IJV are well documented. Despite the continued effort, the opinion of scholars is divided
on the status of research on 'motives of IJV formation'. While there is a general
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consensus that this issue has attracted considerable research interest in recent years (Fahy
et al, 1998), others have questioned if continued research in this field is progressing
towards a meaningful theory (Kogut, 1988; Parkhe, 1993). While many studies have
made attempts to investigate common issues such as the motives, partner selection and
performance in different socio-political environments, further research is required to
address the limitations identified earlier to improve our understanding of IJV formation
and management. For example, independent studies of motives of IJV formation have
utilized different socio-political environments of China, Turkey, Hong Kong, Hungary,
and Russia. Clearly the findings of each study are unique for each country with
seemingly some common motives of IJV formation. However any attempt to make a
cross-country comparison is fraught with difficulties due to two factors mentioned earlier
in section 2.2 that can be summarized under two broad categories of (a) the use of
different theoretical perspectives and (b) methodological differences. Despite the
continued effort, as a consequence of these limitations, limited progress is made in our
understanding of what motivates firms to opt for particular I~V governance structures in
cross-cultural settings.

Several specific problems are stated in section 2.2 that are indicative of the state of
current research on the motives of IJV formation. These are particularly relevant in
making a judgement about the status of contemporary research and to set the agenda for
research.

I. Different studies on IJV motives have made an assessment with reference to a

specific country. While there is nothing inappropriate about this tradition, the
research effort is very narrowly focused. The research has mostly targeted the
European countries such as Turkey, Hungary, Russia, Sweden and UK and to a
less extent other developed countries such as Hong Kong, Japan, and US. Despite
the attraction of emerging markets, there is limited research that targets
developing countries in Asia (Hyder and Kale and Anand are notable exceptions).
As a consequence of the skewed global approach, it is difficult to empirically test
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the validity of the argument that the motives of IJV formation are different for
developed and developing country firms. As stated earlier, attempts made in prior
studies are inadequate and inconclusive.

2. Two broad research traditions are prominent within the literature for assessing the
motives of IJV formation: (1) motives of firms from similar backgrounds, (2)
motives of firms from mixed backgrounds. The first looks into the specific
motives that involve firms sharing similar economic status: IJVs formed between
firms from either developing or developed countries - for example research by
Wong (1998) and Glaister (1996). The second tradition draws attention to the
motives of IJV firms from dissimilar economic backgrounds: developed and
developing country firms that create an IJV (Hyder, 1999). The research attention
received by the two distinct traditions has been unequal.

Apart from the early empirical work of Tomlinson (1970), Janger (1980) and
Stuckey (1983), and more recent work by Hyder (1999) and Kale and Anand
(200 1), research that involves IJV parent firms from dissimilar or mixed
backgrounds (a combination of developed and developing country IJV parents)
has been limited.

3. While a range of 'motives' have been either identified or proposed in different
studies, they are expressed in broad and generic terms. They do not take into
account the impact of structural characteristics of the firms and the industry such
as the nature of the product, size of the organization or industrial sector. As
argued later in this chapter these factors have the capacity to influence the
importance of proposed or identified IJV motives and therefore need to be
investigated in a systematic way. Apart from the two recent studies that focussed
on Turkey and Russia, the role of firm-specific and industry-specific variables has
been inadequately explored in research on IJV motives. There is little indication
whether the motive importance of IJV parents from developed and developing
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countries is influenced by similar or different structural variables. The relevance
of these structural variables needs to be tested by using a methodology that can be
replicated by other researchers.
4. It has been argued that in order to achieve synergies and competitive advantage,
the parent firms should complement motives and resources (Banai et al 1999, 19).
The widespread prima facie support for this claim has not been assessed
empirically. No study on IJV motives so far has made a systematic attempt to
empirically test this proposition. While the theoretical arguments in justifying
resource complementing as a result of 'resource inadequacy' are compelling, yet
this proposition to date has not been validated. There is need to obtain empirical
corroboration to accept this proposition.
5. One issue that is central to the debate on IJV motives has been ignored so far.
There has been no attempt in any research to date to either define or
operationalise 'motive' as one of the key constructs of this stream of research.
Part of the problem associated with the inconsistency _of the reported findings can
be attributed to a Jack of a definition of the term 'motive' that is acceptable in the
context of IJV formation. It is not surprising that research is at a standstill and
cross-country empirical comparisons are not meaningful.

In conclusion, the available literature provides very little assistance and opportunity to (a)
compare the findings of one study with the others, (b) assess if the relative importance of
different motives is somehow related to firm, industry or country specific factors and (c)
if the motives of IJV firms complement each other or not. If the foregoing is accepted as
representing what is the case with reference to 'motives of IJV formation', clearly further
empirical investigation is required to enhance the understanding of this issue.

2.4.0: Research Objectives: As explained in sections 2.1.1 and 2.1.2, the contemporary
research agenda on IJVs is quite diverse. Within the context of motives of IJV formation,
many issues have attracted the attention of researchers in recent years. The variety of
motives indicates that firms in different contexts are motivated by more than one factor to
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form IJVs (refer to tables 2.2 to 2.4 for a summary of three research findings). In view of
the difficulties and limitations of the empirical research stated in section 2.2, the need for
further research is critical.

In view of one of the major limitations of prior studies of IJV motives - a lack of focus
with reference to a specific theoretical framework, this research attempts to reframe the
issues of motives that still remain unresolved in our understanding of IJVs by using the
'resource-based view' (RBV) of the firm. The intention of the present research is not to
identify new motives of IJV formation connected with particular circumstances or
country environments. It intends to analyse the motives of IJV in the context of an
emerging theoretical perspective.

This research will focus on the motives of IJV formation and specifically address the
following issues:

•

It proposes a definition of 'motive' and develops a methodology based on the
resource-based view to conduct research into IJV motives. This will be useful to
foster consistency in any future research effort in this area.

•

As previously mentioned, the relative importance of motives has been discussed
with reference to specific markets such as Turkey (Tatoglu, 2000); Hungary (Fahy
et al, 1998) and Hong Kong (Wong, 1998) and Russia (Banai eta! 1999), with
country specific emphasis. It is not possible in the current scenario to make
meaningful comparisons due to differences in methodologies and data collection
instruments that have been used in prior studies on this subject. An instrument of
data collection therefore will be developed that is grounded in the propositions of
RBV and is arguably superior to previous ones.

•

It is unclear whether the wide range of reported motives applies equally to

developed and developing country firms. Attempts to make generalizations are
fraught with difficulties due to differences in the country specific environments. It
cannot be assumed that the importance of motives would be similar or otherwise
without a systematic investigation. The hypothesis that motives of firms from
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developed and developing countries are different has not been empirically tested.
This study will test the claim that motives of developed and developing country
firms are different.
•

There is also a lack of evidence to assess whether motives of partners from
developed and developing countries 'complement' each other (Griffith et al,
1998). This research provides a framework to empirically assess whether the
motives and resources of IJV (partners generally and with particular reference to
firms from developing and developed countries) complement each other.

•

This study also empirically investigates the impact of structural variables such as
the firm size, industry and country of origin on the relative importance of various
motives. This is also extended to other variables such as the nature of the product,
nature of equity participation and product portfolio relatedness.

2.4.1: Secondary Objectives- Specific country context: Despite the increasing
importance of foreign investment in India, to date there has been relatively little empirical
work to assess the formation of strategic alliances such as IJV s. A review of the relevant
literature indicates that most aspects of IJV formation in India remain unexplored. The
present availability of information on IJVs is scant, highly diffused and unsystematic.
One of the secondary objectives of this research is to build on the relatively few studies
on motives of IJV formation in India by presenting new data and insights into such
motives. This research will empirically assess the motives of IJV formation involving
Indian firms that have partners from developed countries. This research will empirically
examine three specific issues in the Indian context:

(a) What is the mix of key motives of forming international joint ventures in India?
(b) Do these motives differ with IJV partners from different countries?
(c) What is the impact of structural variables on the importance of motives?
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The overall objective of this research is to use the RBV to gain a better understanding of
the motives of IJV formation and use a new data set of IJVs that are set up in India. The
study applies the RBV logic to explain the motives of IJV formation and assesses its
usefulness.

2.5.0: Significance of the study: This study is significant for a number of reasons:
1. The understanding of the pre-formation stages of IJV is limited. It is not possible,
based on the accumulated evidence, to undertake a meta-analysis or make any
meaningful comparisons of disparate studies conducted in different country
settings. In the absence of theoretically grounded research methodology, the
possibilities of replication are very limited. This study addresses some of the
methodological issues in a way that leads to consolidation of knowledge about
IJV motives. By providing a working definition of the term 'motive',
operationalizing the terms and developing a measurement instrument (embedded
in the logic of the 'resource-based' approach), this research contributes
significantly to our understanding of IJV formation.
2. While the literature indicates a wide range of motives that have been found to be
important in selecting an IJV structure, many issues remain unresolved with
respect to inter-firm relationships. For example, it is unclear if IJV parent firms
complement others in terms of the motives and resources. Whether firms are
driven hy the desire to complement other partners is tested empirically for the first
time.
3. Similarly our understanding of the role played by the characteristics of parent
firms such as size and industry is also limited. Only two studies have made an
attempt to assess the mitigating impact of structural variables of IJVs operating in
Europe. This study examines the potential impact of some of the strategic and
structural variables of IJV parent firms that operate in a developing country.
4. The understanding of IJV motives is important for government agencies in many
developing countries that are responsible for marketing their countries as potential
destinations for foreign investment. In order to provide an appropriate
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environment for investment, these agencies are also involved in the 'matchmaking' of foreign firms with local investors. A lack of understanding of motives
can be a source of IJV instability and poor performance. The study therefore
contributes towards an important public policy matter.
5. The research holds value also in supporting the management of IJV formation in
India. This is of particular relevance when assessing earlier findings in the
deregulated business environment of a developing country such as India. Prior
research in India has been unsystematic and sparse. It is also dominated by the
constraints imposed by the Foreign Exchange Regulation Act (FERA).

2.6.0:Theoretical Background: As there is disagreement about how to classify the
reported motives of IJV formation, it is important to assess if there is adequate theoretical
grounding to explain the motives of IJV formation. The literature on 'modes of market
entry' (to explain the choice of a particular option) originates from different academic
streams. Theoretical perspectives used in the prior studies range from mainstream
economic models, internationalisation models, Dunning's eclectic paradigm and to
strategic approaches.

The theory of IJV should be capable of explaining why firms choose an IJV as a market
entry option compared to alternatives such as a wholly owned subsidiary (WOS),
licensing and exporting. It should provide a plausible framework to analyse the motives
to opt for an IJV governance structure. This section integrates a considerable body of
published literature that directly relates to modes of market entry in general and IJV s in
particular. It also attempts to interpret the literature in a way that provides the theoretical
grounding to systematically analyse the reported IJV motives. This is not an attempt to
assess the rationale of optimal organizational structures from the perspective of economic
theory.
Authors of IJV research have adopted a range of competing tracks of literature review as
a theoretical basis of their respective research. For example, market imperfection models,
internationalisation theory and Dunning's eclectic paradigm were reviewed by Tatoglu
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and Glaister, 1998; Tallman and Shenkar (1994) focussed on oligopoly and
internationalisation models. Child and Faulkner (1998), in discussing the strategies for
cooperation, draw insights from the explanations of economics, game theory, strategic
management and organization theories.
2.6.1: Theoretical Approaches: In this section five distinct approaches are considered.
The objective is to evaluate their respective capacity to provide a theoretical justification
of reported motives of IJV. They are classified as (1) mainstream economic theories, (2)
internationalisation models, (3) eclectic paradigm, (4) strategic management and
marketing factors and (5) the resource-based perspective.

2.6.1.1: Early economic theories (such as trade theory) provide a basic framework for
understanding and predicting international business patterns. These theories generally
argue that trade between countries arises because of the possession of an absolute or
comparative advantage (Bradley, 1995, 35). In its rigid format with strict underlying
assumptions, the theories can explain only import and export propensities and
performance. Forms of international activities such as IJV are not considered at all by the
early trade theory and do not address the basis for making choices between alternative
forms of market entry. The theoretical approach of early economics models though useful
has limited relevance in enhancing our understanding of the present day IJV formation.
They are not geared to explain mode of entry at all. One could argue that motives such as
'access to inputs' (Tatoglu and Glaister, 1998), can be supported by traditional economic
explanations but they can also fit the resource-based perspectives.

2.6.1.2: Agency theory looks at alternative forms of organizations and is concerned with
the ability of 'principals' to ensure that their 'agents' are fulfilling their objectives (Child
and Faulkner, 1998, 23). Usually concerned with explaining the relationships between the
owners and managers of an organization, the agency framework has been extended to
other relationships such as employer to employees; clients to lawyers and buyers to
suppliers.
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Central to this theory is the presence of an implicit or explicit 'contract' between the
principal and agent. The theory is based on a number of assumptions about the nature of
human behaviour, availability of information and the organization. It is argued that there
is always a degree of conflict between the parties to the contract and an asymmetry of
information (Eisenhardt, 1989).

A key focus of the theory is to identify an appropriate contract that can minimise conflict
between principal and agent and improve market efficiency. Any explanation of the
governance structure chosen is influenced by the nature of three factors: (a) compatibility
of principal-agent objectives (b) level of trust between the key players, and (c) cost of
implementing the agency contract.

A 'wholly owned subsidiary' (WOS) is justified when competitive objectives dominate
and key players operate in an environment of mutual mistrust. If however mutual
objectives exist in a climate of mutual trust and transparency;_ an IJV would be an
alternative market entry strategy to a contract. According to Child and Faulkner (1998,
24), a JV is inappropriate if there is lack of trust between owners that will inevitably lead
to high agency cost thereby making the relationship cost ineffective.

The traditional principal-agent combination can be extended to embrace other
possibilities. For example a JV structure can accommodate different levels of principal agent relationships such as (a) between firm owners and managers, (b) between different
owners of the JV.

A major implication of this theory is that a combination of incentives and monitoring
mechanisms can be put in place to deter inconsistencies between the objectives of the
owners or principals and their agents. The 'complementary objective' argument put
forward by IJV researchers in recent research is consistent with this view of agency
theory. On its own, the agency theory (like mainstream economic models) provides
support for a very limited range of motives linked with the environment, in particular the
presence or absence of trust.
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2.6.1.3: The 'transaction-cost approach' (TCA) provides a more useful basis for
understanding the motives of establishing alternative forms of strategic alliances
including joint ventures. Many reported motives indirectly follow the TCA logic.
Transaction costs incurred in managing, monitoring and arranging transactions between
businesses include a range of activities such as the cost of negotiations, drawing up
contracts, distribution and logistics and other follow-up activities including outstanding
accounts payment (Child and Faulkner, 1998, 20).

Oliver Williamson (1975, 1985) is one of the key proponents of this approach and has
investigated the applicability of TCA in various business situations. The contribution of
TCA to the choice of a governance structure is widely recognized. Its logic has been
extended to the management of international business transactions. The unit of analysis is
the transaction rather than the firm. A major assumption of t~is approach is that the
purpose of the business is to reduce business costs (including transaction costs) over time.

It regards firms, markets and mixed modes (such as alliances) as alternative transaction
control mechanisms (Bradley, 1995; Child and Faulkner, 1998).

Two key governance structures were initially recognised by this approach including
market based and internalised firm based transactions. According to Williamson (1975)
economic agents suffer from bounded rationality and opportunism. Three attributes of a
transaction play a role in selecting between alternative governance structures. They are:
( 1) uncertainty & complexity of transactions, (2) number & frequency of transactions
involved, and (3) asset specificity.

For example, a market based transaction such as arms-length exporting is appropriate
when the transactions are ( 1) one-off or infrequent and (2) of limited duration and do not
involve specific assets. If however the transactions: (1) are recurrent, (2) require a long
time to settle, (3) lead to uncertain outcomes, and require specific investments in assets,
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an internalised governance structure such as the wholly owned subsidiary is likely to be
more efficient by reducing the long-term total transaction costs.

Williamson ( 1985) further proposed other possible governance structures that lie between
the two extremes of hierarchy and market-based transactions. He characterized this
option as bilateral dependency between partners. Structures such as the JV can be
implemented by parties making mutual investments of specific assets which generate
mutual dependence (Child and Faulkner, 1998) or what Hennart (1988) terms a
'reciprocal hostage' situation. Relational governance such as joint ventures would be
more appropriate if the transactions involve assets of mixed specificity for recurrent
transactions.

As a shared ownership mode, the TCA justification for IJV lies in the argument for
diseconomies due to either the cost of managing unrelated activities or the higher costs of
internal development (Kogut, 1988, 320). Simply speaking firms would prefer IJV s if the
transaction cost associated with IJV operations is least, compared to the other market
entry modes in a given context or environment.

Much of the empirical work linked with the TCA framework indicates that an IJV is used
by the organization to bypass the inefficiencies of the intermediate market in terms of
resources such as the raw material, components, tacit knowledge and distribution (Child
and Faulkner, 1998, 22). There is considerable support for the logic of TCA in the
reported findings of Banai et al (1999); Tatoglu and Glaister (1998); Glaister (1996);
Beamish (1988).

While TCA provides valuable insights into the relevance of partners' motives for opting
for an IJV strategy, it is limited by its strong emphasis on the rationality of cost reduction
and the implicit assumption that the market environment is the ultimate 'decider' and is
stable enough to be meaningful. It does not emphasise the role of strategic factors such as
the first-mover advantages on the competitive positioning of the firms. It is thus not
geared to address many reported motives found in the marketing and management
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literature. Despite its limitations in explaining the strategic motives, TCA continues to be
tested on regular basis by researchers and provides useful insights.

2.6.1.4: The classical 'stages model' contributes a conventional explanation of how a
domestic firm, particularly in a small domestic market, expands globally. Growth
overseas is viewed as a consequence of a series of incremental steps rather than one
major decision (Fahy et a!, 1998). The model identifies distinct stages through which
firms normally go through their international expansion:

Table 2.6: Stages of Inte':'national Expansion

Stages of Activities
Domestic business focus with no international activity,
Export through independent representatives,
Exports through firm's own sales subsidiary

-

Manufacturing and marketing off shore.

The implications of this model are (1) the various modes of international market entry are
organized in a sequence, and (2) for a specific form of market entry to be implemented at
any particular time, it is important that all previous stages in the sequence are
implemented in a proper order.

The model provides justification for 'accumulated learning' as the key driver of
governance structure choice. By gradually enhancing its involvement in international
markets a firm learns from its mistakes and successes so as to control its continued
growth through internationalization. Initially exporting enables firms to learn about the
demand conditions of the host country. Through its agency arrangements, a firm learns
about the process and practices of doing business in foreign markets. A sales subsidiary
provides the knowledge of control systems applicable in the host country (Bradley, 1995,
26). The incremental and accumulated experience in host country comes with time and
exposure that increases with each stage of host country involvement.
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An IJV comes into existence after a firm has successfully passed through earlier stages of
global expansion (broadly described as 'arms length' options) such as indirect and direct
export and generally before the internal structure provided by a wholly owned subsidiary
can be put in place.

There is some historic support for this notion of market entry choice. One of the earliest
study on motives of IJV formation by Tomlinson (1970) identified 'past learning and
experience' as a dominant motive of IJV formation. While the experience of many
successful firms supports the benefits of accumulated learning, any support for sequential
upgrade to higher control modes of market entry in the present business environment is
challenged by evidence from Reid (1983); Turnbull (1987) and (Fahy et al., 1998). The
emerging practices of 'converting WOS into IJV' and 'simultaneous use of more than
one mode of market entry' and 'tendency to leapfrog into an IJV without going through
earlier stages contradicts the stages model (Lal and West, 1?97).

Discrepancies between the propositions of this model and current practices of
organizations limit the relevance of the 'stages model' in explaining the choice of market
entry mode. The dominant motives that are aligned to the stages model are 'past
association· and ·experience in the country' (Tomlinson, 1970).

2.6.1.5: Product Life Cycle Model: The 'Product Life Cycle' (PLC) model of
internationalisation proposed by Vernon and Wells (1976) is useful in explaining the
inevitahility of international trade for certain products and services. It presents trade and
direct in,·cstment as sequential stages that follow the life cycle of a product (Bradley,
1995. 44 ). The focus of the PLC model is not on the firm but on the country environment.
The model argues that advanced countries of the west are more likely to initiate the
production of goods that have unique appeal to consumers in terms of their unique
features. The four distinct stages of production and consumption are:
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Table 2.7: Product Life Cycle Model of Internationalisation

STAGE

DESCRIPTION OF PRODUCTION CONSUMPTION

Stage I

All production in a developed country with exports to other countries.

Stage 2

Production starts in other developed countries with exports to other developing
countries.
Simultaneous production in developed and developing countries with export ceasing
from developed to developing counties.
Production limited to developing countries only with exports from developing to
developed countries.

Stage 3
Stage 4

The outcome of the distinct stages is the eventual movement of production away from the
developed countries towards developing countries where production eventually becomes
more cost effective. There is an underlying logic of reducing cost of production and
transactions, which is essentially driven by the TCA.

The model provides a plausible framework explaining the early post World War II
foreign direct investment by US firms (Bradley, 1995, 44). It is however inadequate in
explaining investment patterns of contemporary global firms. Production of goods and
services these days is not always restricted to the country where the innovators are based.
Production is often located in countries where the overall 'competitive advantage' is
maximised (Porter, 1985).

The PLC model is further limited by its inability to recognise modes of global expansion
other than 'foreign direct investment', such as licensing and joint ventures and therefore
not capable of explaining the motives of IJV formation. The motives that can be
supported by this model are similar to those of the 'stages model'. Accumulated learning
and experience coupled with 'transaction cost advantages' implicitly influence firms to
choose a particular mode of market entry.

2.6.1.6: The Eclectic Paradigm (or the eclectic theory as it was initially called) has been
proposed by Dunning (1988). It is an attempt to explain the extent and pattern of
international production, financed by 'foreign direct investment' and undertaken by
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multinational enterprise. It suggests that international production is determined by the
configuration of three sets of factors abbreviated as OLI (ownership, location and
internationalization). The interaction between the firm's privileged ownership of a set of
assets, location-specific components of production and internalization advantages
determine the level of international production (Tatoglu and Glaister, 1998, 207). The
theory further argues that any configuration of these three factors is context-specific and
in particular, likely to vary across different industries, regions or countries, and among
firms (Cantwell and Narula, 2001).

The paradigm may be criticized for its limitations on a number of dimensions. For
example, it is argued that the predictive value of the paradigm is limited by the vague
specification of a large number of variables included in the OLI factors. Similarly the fact
that the three OLI factors are interdependent creates a vague environment with significant
overlap and further limitation on the predictive capacity of the paradigm. The OLI
framework is further limited by its capacity to explain FDI during times of uncertainty
(Ramasamy, 2003, 88). Lastly, the paradigm is static and does not accommodate the
strategic behavior of firms (Dunning, 2001 ).

The applicability of the eclectic paradigm in explaining the motives of IJV formation is
limited. One could attempt to mount an argument in support of the paradigm citing some
of the reported motives such as, 'to access cheap inputs, transfer of managerial know how and technology' as motives fitting the eclectic paradigm. But the SMA and TCA can
equally well explain the same motives. Claims made in the literature that the eclectic
paradigm has been the leading explanation for the growth of multinational activity and is
a mainstay in explaining various types of international activities are not entirely justified.

In defense of the paradigm Dunning (200 I, 176) has argued that the eclectic paradigm
should be regarded as a framework for analyzing the determinants of international
production rather than a predictive theory of the MNE. Furthermore, no single theory of
international trade can satisfactorily explain all forms of cross-border transactions
(including IJVs) in goods and services.
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2.6.1.7: The scope of strategic management and marketing approaches (SMA) is much
broader in comparison to the perspective provided by the economic and
internationalisation models. The shift towards the importance of the external environment
in international marketing since late 1980s provides a framework to consider many
reported motives of IJV formation. It has been argued that to succeed, a firm must cater
for its clients (domestic and international) within the context of its environment (Simon,
1984; Wind and Robertson, 1983).

SMA has addressed many interrelated and overlapping IJV issues that confront firms
involved in international business including the assessment of motives for the formation
of strategic alliances (Banai et al, 1999; Glaister, 1996); the process of partner selection
(Geringer, 1991 ); cultural and strategic fit between the partners (Aggarwal, 1994); and
the role of trust and performance (Hamel, 1991 ).

The strategic approach argues that firms obtain competitive advantage by implementing
strategies that utilize their internal strengths in response to environmental opportunities
while minimizing the external threats and limiting internal weaknesses (Porter, 1980,
1985). A variety of strategic models such as SWOT, PIMS, and Porter's five-forces tools
provide a basis of implementing the strategic approach.

As mentioned earlier, Aharoni (1966) used the strategic perspective in a limited way to
investigate the process of internationalization. Accordingly forces that initiate
internationalization include both internal and external motives such as the senior
executives' international orientation, possession of unique products, competitive pressure
and market opportunities. Similar factors have been further analyzed by Tallman and
Shenkar ( 1994), in the context of IJV formation.

The available literature on the international strategic management and marketing
approach is quite vast and growing. As a multi-dimensional approach it links into
functional aspects of business such as human resources management, international
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marketing and finance. The notion of 'competitive advantage' proposed by Michael
Porter (1980) drives the logic of this approach. Firms consider the internal strengths and
weaknesses in view of the requirements created by the external environment before
making a decision about the mode of foreign market entry. It assumes that every firm
attempts to enhance its competitive advantage, if necessary by forming strategic alliances
such as joint ventures in the global market. The choice of foreign market entry is
influenced by a range of factors such as market attractiveness, market stability in terms of
degree and volatility of competition, existence of synergies and host country risk
(Gannon, 1993, 47).

The strategic approach differs from TCA in terms of the decision-making process. While
TCA is dominated by a rational approach to decision making, the strategic approach
emphasises the pragmatic nature of decision-making. This pragmatism is a response to
external e·nvironmental uncertainty and the political nature of decision-making. The
strategic approach continues to be used extensively in 'strategic alliance' research. Many
recent studies on IJV motives have used the strategic perspective, sometimes in
combination with other paradigms.

2.7.0: The Resource Based View (RBV) of the firm: The Resource-Based perspective
provides an alternative explanation of the motives of IJV formation. According to this
view, a firm is characterized by the broad set of resources that it either owns or has access
to. It is assumed that the rationale for alliances such as an IJV is driven by the valuecreation potential of firm resources that may be pooled together. Unlike the explanations
provided by earlier perspectives, particularly the economic and strategic perspectives that
rely significantly on the analysis of the competitive environment, the resource-based view
focuses on the analysis of various resources possessed by the firm. Because many
resources are firm-specific and not perfectly mobile or imitable, every firm becomes
unique and heterogeneous in terms of its resource base (Barney, 1991, 102). Firm
resources heterogeneity thus becomes a possible source of sustained competitive
advantage, which leads to economic rents, or above-normal returns (Das and Teng, 2000,
32).
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The resource perspective argues that each partner brings valuable resources to strategic
alliances such as the IJV. To operate successfully in business, there is often a requirement
for multiple resources for competitive advantage. Physical assets alone rarely help a firm
build sustainable competitive advantage (Reed and DeFillippi 1990). The competitive
advantage of a firm is built upon their unique and difficult-to-transfer resource
combinations. IJVs are allegedly formed to achieve superior resource combinations that
single firms cannot achieve on their own (Das and Teng, 2000, 36).

2.7.1: Firm resources: An overview of resource definitions is important before its role is
further explored in explaining the motives of a governance structure. The term 'resource'
has been defined in different ways by a variety of authors. Wernerfelt (1984, 172) defines
resources as assets, that are tied semi-permanently to the firm. Grant (1991) differentiates
resources as tangible and intangible. According to Daft (1983), firm resources include all
assets, capabilities, organizational processes, firm attributes, i_nformation and knowledge.
controlled by a firm that enable it to conceive of and implement strategies that improve
its efficiency and effectiveness.

Authors from the strategic management approach view firm resources as firm strengths
that can be used to design and implement strategies (Porter, 1981 ). Barney ( 1991, 101)
classifies firm resources into physical capital resources, human capital resources, and
organizational capital resources. Based on the notion of inimitability, Miller and Shamsie
(1996) have classified all resources into two broad categories: property-based resources
and knowledge-based resources.

In this research a similar typology of property- and knowledge-based resources is used.
Property-based resources are assets owned by firms including financial capital, physical
infrastructure, and some aspects of human resources that can be appropriated formally.
Owners of these resources have legal protection to their exclusive use in the forms of
patents, employment contracts, and deeds of ownership. Knowledge-based resources
refer to the intangible know-how, skills, expertise and competence aspects of human and

39

organizational resources. The key difference between the two groups of resources is the
extent to which they are legally protected. Whereas property based resources generally
enjoy near perfect legal protection (there are potential enforcement difficulties in many
countries), the same protection is not easily available for knowledge-based resources in
many countries (Miller and Shamsie, 1996).

2.7.2: Resource Attributes: Invariably all firms maintain a unique portfolio of resources
to conduct their business activities. However not all firm resources contribute equally in
sustaining competitive advantage. The competitive advantage potential of a resource is
influenced by four attributes. First, the resource must be valuable to take advantage of
opportunities and also to minimize the threats emerging from the firm's environment.
Valuable resources can take a variety of forms including some overlooked by the narrow
conceptions of core competence and capabilities. Valuable resources can be either
physical or intangible (Collis and Montgomery 1995, 119).

~orne

commentators have

argued against the appropriateness of the term 'valuable'. They argue that
'appropriability' as a resource attribute is more embracing than 'valuable' that is limited
to exchangeable commodities. Inimitability is the second important attribute. Valuable
resources can only be a source of sustained competitive advantage when they cannot be
obtained or copied perfectly by competitors. Possessing resources that may be replicated
can only provide temporary or short-term advantage to the firm. Resource rarity is the
third key attribute to sustain competitive advantage. A resource is valuable only to the
extent that it is uncommon. A resource that is available extensively within the market
cannot create conditions of exclusivity in terms of a firm's strategy. It is also argued that
'rarity' and 'valuable' attributes are interconnected and overlap considerably. Lastly the
resource should be imperfectly substitutable with other resource options. There must be
no strategically equivalent resources that are themselves either rare or inimitable (Barney,
1991, 111).

2.7.3: RBV and Motives of IJV: The resource attributes create both opportunities and
impediments for firms that intend to do business in international markets. Many firms
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enjoying sustainable competitive advantage in their domestic markets or some
international market segments through a particular governance structure may be unable to
replicate it in new international market segments. IJV as governance structures are
suitable when particular resource stocks held by each partner are inadequate but
collectively provide an opportunity for competitive advantage. Firms, according to RBV,
are motivated by two broad factors to opt for a strategic alliance such as an IJV, (I) to
obtain resources of other firms and (2) to retain and develop one's own resources by
combining them with other's resources (Das and Teng, 2000, 37).

'Resource seeking' is one of the objectives of establishing strategic alliances. An IJV
structure is more efficient in obtaining resources of other firms compared to other forms
of strategic alliances such as the mergers and acquisitions (Das and Teng, 2000, 37). As
stated earlier, not all resources have the potential to create competitive advantage. While
a firm is able to acquire all resources of the other firm through mergers and acquisitions,
these options also create burden of redundant and non-perfor!fling resources. The
management of acquired redundant resources can create considerable costs and make
mergers less efficient structures in some contexts (Ramanathan eta!, 1997, 56). An IJV
on the other hand permits the parent firms to bypass undesirable resource and maintain
focus on the key strategic resources that are essential for the IJV operations.

The desire to retain valuable resources within the firm is particularly significant when a
resource lacks substitutes. Some resources may be underutilized at a given point in time
with firms being incapable of proceeding with divestment options. These are neither
under-performing nor redundant resources. An IJV provides a more efficient option for
resources utilization without losing valuable resources to competitors. Instead of losing
these scarce resources, the firm temporarily relinquishes them partly in specific
environments and they remain available for future internal deployment (Das and Teng
2000, 38 ). The possibility of inadvertent transfer as a result of 'learning' of course is very
real and requires proper consideration before any resource-sharing option such as the IJV
is implemented.
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In addition to the above two motives proposed by Das and Teng (2000), there is a need to
include another broad set of motives that could influence a firm to choose an IJV as a
governance structure. It is termed 'environmental motive' in this research and does not
refer to resources owned by any of the parent firms. Access to these resources is
contingent upon the existence of an IJV structure and none of the parent firms can access
them in their individual capacities. For example, the desire to be perceived as a local
rather than foreign organization is achieved by forming an IJV. As a governance option,
it enables the foreign firm to portray itself as a local rather than foreign entity and achieve
a desirable 'country of origin' image. Similarly, bidding for large turnkey projects and
government contracts is often subjected to the bidder's internal resource capacity. Access
to critical raw materials and other factors of production in some countries is contingent
upon the ownership structure that involves the participation of at least one local firm. The
local laws of many countries often restrict access to certain resources that are critical for
the operations of a particular business. There is a tendency to grant preferential advantage
to firms that have local participation (Lasserre and Schutte, 1999, 31 ).

2.7.4: Resources and Competitive Advantage: The notion of 'competitive advantage'
can be integrated in the context of RB V. A firm is said to have competitive ad vantage
when it is implementing a value-creating strategy not simultaneously being implemented
by any current or potential competitors (Barney, 1991, 101). The RBV further extends the
notion of competitive advantage to acknowledge the role of firm resources. According to
Collis and Montgomery (1995, 120), competitive advantage can be attributed to the
ownership of valuable resources that enable a firm to perform activities better than its
competitors. Firms should really strive to sustain competitive advantage which occurs
when two conditions are fulfilled (1) a firm has competitive advantage as a result of its
access to resources and resource combinations and (2) competitors are unable to duplicate
the benefits of the firm's strategy that is based on its resources (Barney, 1991).

Despite attracting substantial interest, the strategic approach has been criticized for being
too slow and static (Collis and Montgomery, 1995, 118). It has shown a limited capacity

42

to account for the contribution of a firm's unique resources on its competitive
positioning. Two assumptions contribute to the limitation of the narrower approach: (1)
that all firms within an industry are identical in terms of strategic resource control and (2)
these resources are mobile and could be traded in the market place (Das and Teng, 2000).

The 'resource based view' (RBW) acknowledges the link between firm resources and
performance to challenge the appropriateness of these assumptions. Contrary to the views
of the strategic approach, competitive advantage according to RBW is derived from two
major attributes of resources: (1) heterogeneous resource control by firms and (2)
imperfect resource mobility (Barney, 1991, 101).

Often firms control a portfolio of strategic resources and are in a position to contribute
multiple types of resources to an IJV. Large organizations particularly have the capacity
to provide financial, technological, and managerial resources to their local partners. In
return a prospective partner is expected to contribute either P!imarily property-based,
knowledge-based or both types of resources to the IJV. The choice of an IJV as a mode
of entry is influenced by a desire to access and share both primary resource types.

In strategic alliances the demand for a particular resource is influenced by several
resource characteristics: imperfect mobility, inimitability, and substitutability. It is
important for parent firms to examine the characteristics of its own resources and of other
firms. Firms with resources that are valuable, immobile, inimitable and lack substitutes
are usually in high demand as potential partners both at home and in host countries.

2.7.5.1: Property-based resources: Different resources exhibit different characteristics
for creating competitive advantage. For example, according to Das and Teng (2000, 41)

human resources are imperfectly mobile. Although it is possible to transfer individual
employees, it is often not the case with the entire work force. Moreover human resources
are often bundled with other resources such as machines, office routine and cultures.
Their mobility therefore is significantly restricted. Consistent with this argument
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'accessing the services of key personnel' in foreign markets is reported as a significant
motive in previous studies.

2.7.5.2: Financial resources on the other hand are more mobile and often not as rare and
scarce. Firms have access to multiple providers of this resource. The local rules,
particularly in some developing countries create barriers to the mobility of 'hard
currency' as a specialized form of financial resources. As a result of government
restrictions, foreign exchange is considered as a rare, imperfectly mobile, valuable
resource that lacks substitutes. It can thus become one of the key motives of IJV
formation between firms from developed and developing countries.

2.7.5.3: Physical resources such as buildings, factories or office premises are also
generally immobile. They invariably require considerable financial investment, yet these
resources are easily imitable and not a contributor to sustainable competitive advantage
due to the availability of other strategic substitutes. Physical resources can be acquired
through markets either in their primary or substitute forms and therefore are not regarded
as a key motive of IJV formation.

As one of the marketing mix elements, the distribution system plays a critical role in
achieving desired market penetration in the target market. The potential of this resource is
significant in creating competitive advantage in foreign markets. The distribution
function requires investment in physical infrastructure such as retail outlets, warehouse
and distribution centers and the knowledge of consumer and channel member behavior.
The distribution system therefore is a complex resource with attributes that are both
property- and knowledge-based. While it is possible to either replicate or substitute the
physical component, it is not always feasible to imitate or substitute the social- and
knowledge-based attributes of the distribution system. The skills and competence of
negotiation, bargaining and motivation are also culturally embedded and therefore not
perfectly imitable or mobile or capable of substitution.
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There are often significant problems associated with creating alternative distribution
systems in foreign countries. Two broad options include ( 1) creating your own
distribution infrastructure (for a wholly owned subsidiary) and (2) setting up an arm'slength distribution arrangement (for exporting activities). If the product(s) of the IJV
require scale economies, the availability of potential dealers and distributors is likely to
be very limited. An arms-length distribution arrangement may not have the commercial
capacity or inclination to devote special attention required by a new product. Independent
dealers or distributors are most likely to promote those products that minimize their costs.
Although a wholly owned subsidiary option provides much higher control to the firm, it
comes with the potential to take the firm into a business domain that it may not be
familiar with. Accessing the 'distribution infrastructure' of partners is thus reported as
one of the key motives of IJV formation. Many intangible aspects of this resource are
imperfectly mobile. In the absence of suitable substitutes, an IJV can overcome the
limitations imposed due to physical resource immobility and socially embedded
knowledge.

2.7.5.4: Knowledge-based resources: Knowledge as an intangible resource is
considered as a critical motive in IJV formation process. In international marketing the
task of identifying customer needs and wants requires sophisticated understanding of
many influences, especially those which are driven by local culture (Bradley, 1995, 13).
Many global firms with no prior knowledge and experience of business in emerging
markets find customer needs assessment a daunting challenge. In such situations, by
forming an alliance with a local partner, foreign firms are able to address critical issues including customers' need assessment- without wasting time and effort in developing
internal capabilities or the risk of a wrong assessment.

Foreign firms also require a similar level of understanding of key participants of the
exchange process such as sales and marketing employees, suppliers of various inputs and
institutions specialising in distribution functions. Many foreign firms do not have the
knowledge and expertise to effectively manage these participants. A suitable local partner
with knowledge and understanding is deemed of immense value to foreign firms.
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Compared to some property-based resources, knowledge-based resources are not easily
imitable. Most knowledge-based resources are highly immobile due to their
embeddedness in organizational routines and culture. Knowledge is immobile to the
extent of its diffusion within an organization. Knowledge per se is difficult to exchange
due to buyer uncertainty. It is not always possible to fully explain to the buyer the true
features of knowledge that the buyer intends to purchase in advance. Also some type of
knowledge is difficult to put on paper. It cannot be embodied in designs, specifications
and drawings. It is embedded in the individuals that possess it. An IJV provides a
satisfactory response to this difficult situation. According to Hennart (1988, 366), there is
empirical support for the notion that equity IJVs are appropriate to transfer non-codified
knowledge that may include, technical, marketing and country specific knowledge.

Transfer of technology to foreign markets, for example, cannot be achieved simply by
transferring papers and designs. It requires the services of key personnel who have the
knowledge and expertise of applying the technology.

Apart from being imperfectly imitable, resources such as technology, market knowledge
and cultural understanding, are also imperfectly substitutable. Kogut (1988) refers to
them as tacit resources that make knowledge transfer difficult unless a shared
organizational form such as an IJV is utilized by the founding firms.

Many key resources with potential to contribute to sustainable competitive advantage are
embedded in organizational routines and culture (Tallman and Shenkar, 1994). They are
socially complex with high 'causal ambiguity'. According to Collis and Montgomery
(1995), causal ambiguity acts as a barrier to imitation as it is extremely difficult for an
individual to establish the dynamics of competitive advantage. Due to resource
complexity, competitors are unable to disaggregate the resource to understand the
contribution of its component. As a consequence of this complexity it is often easier for
foreign firms to seek this resource from other firms (particularly local firms). Knowledge
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is one of the resources that have been reported as a motive of IJV choice in some prior
studies.

Similarly the knowledge of a country culture is a valuable resource that is a socially
complex and inimitable (Barney, 1991, 11 0).

2.7.5.5: Socio-cultural distance relates to the discrepancies between foreign and local
partners in terms of cultures, management styles and business practices. Kogut and Singh
(1988) as well as Aggarwal (1994) indicate that socio-cultural distance significantly
influences the entry mode choice of an organization. The greater this distance between
the foreign and local firms, the more likely the foreign firm will utilize a joint venture
compared to a wholly owned subsidiary. A higher distance, according to the RBV, would
imply that the partners lack the knowledge of each other's dominant beliefs, values and
behavior. In a situation of uncertainty, the foreign firm is more likely to seek partners
who have the skills and knowledge to overcome this limitati<?n (Griffith et al, 1998, 174).
Competitive advantage in this situation is secured by forming a strategic alliance such as
an IJV as it allows the firms to access knowledge-based resources that are valuable, lack
substitutes, immobile and difficult to imitate.

2.7.5.6: Environmental resources: Resources associated with environmental motives
could be property-based, knowledge-based or complex. For example an IJV may be
established to create market 'entry barriers' for other competitors. In many instances this
is only feasible by forming an alliance with another partner. This is often the case when
the target market is a developing country and the number of foreign players is restricted
by government policies (Child and Faulkner, 1998, 2). The IJV may achieve this due to
exclusive access to property-based resources such as government contracts or through
knowledge-based resources such as 'accumulated experience'. Similarly the 'first mover
approach' becomes a valuable resource that is capable of creating market entry barriers
for other competitors (Fahy et al., 1998).
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Similarly the desire to minimize the risk of possible 'take over' by a hostile host
government or averting the threat of 'nationalization' is achieved by accessing the scarce
resources and valuable 'country domicile' status. By involving firms from friendly
countries in an IJV, it is possible for certain firms to create a protective shield delivered
by the diplomatic relations that may exist between the participating firms and their
governments. The strategic management literature refers to them as strategic motives of
the firm (Wong, 1998).

2.7.5.7: Complementary resources: Research using the strategic management approach
has emphasized the concept of 'strategic fit' among the partners' motives and resource
contribution. Various authors have commented on the desirability of complementary
motives and resources. It is argued that resource complementing is associated with IJV
performance and stability (Beamish, 1988). While this proposition seems intuitively
appealing, it suffers from two limitations: (a) lack of empiric~} evidence and (b) absence
of an acceptable definition of 'complementing'.

Firms pursue global expansion into a specific market if they believe their particular
competencies and resources would yield competitive advantage. The application of these
resources often involves the use of complementary resources such as distribution
networks. production facilities, market knowledge etc (Tallman and Shenkar, 1994).
Apparently. some firms are less self-reliant than others, and tend to actively seek out
partner~

to complement their resource inadequacies.

Sim and Ali (2001, 47) have made an attempt to operationalise the notion of 'resource
complementing· without providing any acceptable definition or explanation of this
construct. hringing into question the relevance of their findings to this research. There is
much emphasis placed on the notion of balanced contribution with noticeable
significance placed on 'middle level dependence'. Sim and Ali (2001) measured resource
complementing subjectively on a 5-point ordinal scale by considering the weighted
contribution of 13 resource areas. A lack of detail and excessive reliance on middle level
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dependency puts their views on complementing into sharp conflict with the RBV of
resource complementing provided by Das and Teng (2000, 50).

RBV has made an attempt to address this issue by explaining the process of resource
alignment. Partner 'resource alignment' refers to the pattern whereby the resources of
partner firms are matched and integrated in an alliance (Das and Teng, 2000, 48). Based
on this notion and contrary to the claims of the strategic perspective, RBV argues that
both complementary and supplementary resource alignments have the potential to create
sustainable competitive advantage for an IJV. Synergy is generated from both options.

Supplementary resource alignment is a situation when firms contribute similar and
performing resources to an IJV. For example all partners may contribute financial
resources in an IJV due to an exceptionally large amount of investment or to 'spread
risk'. A supplementary alignment can take various forms such as market power, entry
deterrence, economies of scale associated with marketing, prpduction and research and
development (Hill and Hellriegel, 1994 ). Complementary resource alignment may be
viewed as a situation where firms contribute different and performing resources to an
IJV. Synergy is created when partner firms contribute resources that are able to
overcome the resource inadequacy of other partners (Medcof, 1997; Stafford, 1994). A
typical complementary situation is when a foreign firm brings in knowledge-based
resources in the form of latest technology and the local firm provides property-based
resources such as offices, factories and workers.

2.7.5.8: Value of RBV: In conclusion, it is argued that a number of theories and models
have been utilized to explain the emergence of a range of strategic alliances such as IJVs.
These theories, especially the dominant transactions cost view and strategic approach
have proven to be useful in understanding the phenomenon of strategic alliances. These
models do not, however, assign a significant role to partner firm resources in theorizing
about strategic alliances. Perhaps due to the limitations of the dominant perspectives,
previous researchers have often used multiple theoretical paradigms. Kogut (1988)
highlights three interrelated paradigms for understanding IJVs: strategic behaviour,
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transaction cost based and organizational learning.

While the traditional TCA has clearly made a contribution to the understanding of IJV
formation, it has not provided an adequate basis to fully explain the diversity in strategic
motives evident in the present-day IJV formation. The strategic management approach
posits that firms need to seek a strategic fit between their internal characteristics
(strengths and weaknesses) and their external environment (opportunities and threats).
There is considerable emphasis placed on a firm's competitive environment and its
competitive position. The resource-based view approaches the issue of strategic alliances
in a different way. Emphasis is put on firm's resources and its internal aspects. It argues
that the choice of a firm's competitive strategy (including governance structure) is
influenced by its accumulated resources. In other words, what a firm possesses in terms
of resources would determine what it accomplishes and the manner in which it can expect
to grow. Accordingly, a firm should pay equal attention to its resources and to its
competitive environment. Strategic alliances such as the IJV -are essentially the result of
the resource integration strategies of firms.

Based on the foregoing, it is argued that the RBV as an alternative approach to
understanding industrial organizations is capable of explaining the motives of IJV
formation in a way that overcomes some of the difficulties associated with other
perspectives. While a vast majority of the reported motives can be explained from the
arguments of RBV, some reported motives may not fit in neatly in its classification
scheme. This is not a limitation of the proposed structure, rather the result of
underdeveloped hypotheses and the lack of operational definitions of many key concepts.
It is necessary to differentiate between the specific motives of IJV compared to the

general motives of internationalization. In concluding this section, RBV posits that:
•

There are two broad types of firm-specific resources: property- and knowledgebased resources.

•

While firms may be required to control multiple resources, not all of them have
the potential of generating competitive advantage.
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•

Three broad sets of motive of IJV formation that are compatible with RBV
methodology include: (1) to obtain the resources of partners, (2) to maintain its
own scarce resources, and (3) to access other (environmental) resources.

•

IJV performance could be maximized either through complementary or
supplementary resource alignment.

2.8.0: Hypotheses: The current literature gives little indication a priori of what to expect
in terms of the relative importance of motives of IJV formation in the context of the
RBV. The author could not find any other attempt to assess the motives of IJV formation
by using the resource-based view. Findings of studies conducted recently in other
countries such as Turkey, Hong Kong and Russia indicate that the relative importance of
the motives differs for IJV firms from different countries. These studies have used
multiple paradigms, dominated by the strategic perspective. No attempt has been made so
far to apply the resource-based view. Based on the analysis of the prior studies and the
explanation of the RBV, the following hypotheses will be statistically tested:

Hypothesis 1: The relative importance of motives of IJV formation is different based on
the country of origin of the founding (or parent Indian and foreign) organizations.

The purpose of this hypothesis is to verify the impact of 'country of origin' on the
importance of resource-based motives. Access to resources of a firm is influenced by the
natural endowment of its country of domicile. The unique access to national resources
thus defines how an IJV will define a situation of resource deficit or surplus. Its
expectations from local partners therefore will vary considerably based on its national
resource stock. Country of origin has been identified by other researchers (Dunning,
1988, 1993; Schroath et al, 1993) as a significant structural dimension that influences
foreign direct investment decisions of organizations. As organizations from a particular
country may possess certain resource advantages, emanating from the structure of their
domestic markets (Tatoglu and Glaister, 1998, 209), these firms will tend to exploit these
advantages in foreign markets. Lasserre and Schutte (1999, 30) argue that competitive
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advantage depends on six major strategic resources: financing, people, suppliers,
information, location and sponsorship. Western firms operating in Asia are at relative
disadvantage with all these resources, particularly people and information. The study will
investigate the nature and extent of any relationship between the country of origin and the
relative importance of the motives.

Hypothesis 2: The relative importance of motives of IJV formation is different for
founding or parent organizations from developed and developing countries.

The developing-developed country divide is often explained in terms of various socioeconomic indicators such as the per capita income, income distribution and literacy
levels. This divide can also be operationalised in terms of the resource access of these
groups of countries. Firms from the developed countries generally have access to a very
distinct portfolio of resources that are generally expensive to create and maintain and are
capital intensive. Due to their low imitability they are presu11_1ably a source of significant
competitive advantage. Firms from these countries also have greater access and
ownership of many intangible resources such as patents, latest technology and brand
names that are valuable, scarce, and hard to imitate and lack substitutes. Developing
countries on the other hand generally have better access to their own country specific
resources such as local knowledge, vast untapped markets and inexpensive inputs such as
labor. The purpose of this hypothesis is to verify if the developed-developing country
divide can be translated into specific motives.

Hypothesis 3: Extent of resource complementing is higher between parent firms from
developing and developed countries.

The success of an IJV rarely depends on the partners' compatible objectives as well as
their willingness to contribute complementary resources. A mutual understanding of the
other partners' position is crucial for a successful IJV (Banai et al, 1999, 18). Some
authors have hypothesized that to compete effectively an IJV must pool complementary
resources (Griffith et al, 1998, 174). The purpose of this hypothesis is to verify the
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following propositions that: (1) IJV parent firms generally complement each other in
terms of important resources as indicated in the strategic management literature, and (2)
the extent of complementing is influenced by the economic status of the IJV parent firms.
While the strategic management literature has highlighted the virtues of
'complementing', it has never been systematically operationalised or empirically tested
before.

Hypothesis 4: The relative importance of motives of IJV formation is different for
founding or parent organizations from different industry sectors.

Findings of recent studies on motives of IJV have reported that the relative importance of
motives is influenced by the characteristics of the respondents. The purpose of
hypotheses 4 and 5 is to test the impact of two key characteristics of IJV parent firms on
their consideration of the motives' importance.

Historically the literature in international management and marketing has focused on the
production and marketing of goods. It was assumed that the theories of FDI and MNE
were equally applicable to the services sector as well. Dunning (1989) used the eclectic
paradigm to explain the MNE activities related to the services sector. More recently
efforts have been made to apply the production-oriented theories of FDI to different
segments of the services sector- for example, the hotel industry (Kundu, 1994; Dunning
and Kundu, 1995), banking industry (Sabi, 1988) and advertising industry (Terpstra and
Yu, 1988) - with mixed results.

It has been argued recently that the resource requirement of service generating
organizations is different from goods producing organizations (Lovelock et al, 1998). The
contribution of knowledge-based resources is higher for production and marketing of
services. As these resources are largely immobile and often organization-specific, the
resource contribution in the goods and services sectors are likely to be different. Given
that each industry requires a different allocation of strategic assets, this research will seek
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to assess if there are resource motive differences between goods producing and services
generating organizations.

Hypothesis 5: The relative importance of motives of IJV formation varies with the size
of founding or parent organizations.

In order to participate in a sizable operation overseas through IJV, organizations would
normally require substantial infusions of property- and knowledge-based resources. The
Size of parent firms thus could be associated with different motives of IJV formation
(Tatoglu and Glaister, 1998, 21 0). The purpose of this hypothesis is to test that the size of
IJV parent firms has impact on the relative importance of different motives of IJV
formation.

2.9.0: Definition of IJV 'motive' as a neglected construct: The examination of IJV
literature, irrespective of the dominant theoretical perspectives referred to in table 2.1
suggests that there is a related problem with prior studies on IJV motives. None of the
studies referred to in this research has made any attempt to define the term 'motive'. This
study argues that most prior researchers and authors have assumed that 'motive' is a wellunderstood term by researchers, readers and respondents. The available evidence of
multiple interpretations however does not support the assumption of universal
understanding.

The dominant interpretation of motive in most studies borders on the notion of 'reasons'
of choosing an IJV governance structure. The seminal work of Tomlinson ( 1970, 192) set
the tradition of interpreting motives as reasons. In a few studies, motive is also
interpreted in a slightly different but related manner. Interpretation of Hyder and Ghauri
( 1989) and Hyder ( 1999) suggest the notion of benefits rather than the dominant
interpretation of 'reason' implied by the term motive. However most subsequent studies
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by Glaister (1996), Fahy et al (I 998), Wong (1998), Tatoglu (2000), continued with the
interpretation of Tomlinson without any explicit acknowledgement.

Lack of definition has left open the possibility of multiple interpretations. This study
argues that the absence of a well-defined interpretation of the term motive has been a
contributory factor in the limited progress made in IJV research on motives. The slow
pace of progress made in IJV research so far is partly a result of lack of definition that led
to interpretation inconsistencies. While the precise understanding of 'motive' as the core
concept is essential in any investigation of IJV motives, it has received little or no
attention in earlier literature. A comprehensive definition of 'motive' is central to
bringing about a balanced understanding to this area of research.

A further problem related to the lack of definition is that the multiple interpretations used
thus far in prior studies do not provide any theoretical grounding to their respective
interpretations. This section sets out to address one of the fundamental issues to the
debate of IJV motives. An RBV definition of motive is proposed to assist in addressing
other methodological issues such as 'instrument design' into a specific context.

Motive has received considerable attention in marketing disciplines such as consumer
behaviour. It is a commonly used dimension in analyzing consumer behaviour. A
'motive· according to Hawkins et al. (1994, 249), is an unobservable construct
representing the inner force that stimulates and compels a behavioral response and
provide~

specific direction to that response.

While Hawkin's definition of motive is a useful initial step in proposing a definition of
motive in the context of IJV governance choice, it refers to an internal drive that relates
more closely to individuals rather than institutions. Any desire to transpose this definition
to IJVs is subject to a satisfactory conclusion to the key issue, 'whether the internal drives
of individuals are similar to institutions'. The relevance of this definition to assess
motives of IJV formation in an institutional context therefore is subject to establishing
similarity between the individual and institutional drives.
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2.9.1: Defining the 'motive': For this research, the definition of IJV 'motive' is
grounded in the theoretical structure of the RBV. It considers a 'motive' as a resourceseeking drive of IJV parent firms. This is a significant departure from the dominant
notion of motive implied in prior studies that equates motive with 'reasons' of choosing
IJV governance structure. The resource seeking drive is critical as many firm-specific
resources may not be perfectly mobile. Given the fact that each business has a unique
requirement of multiple resources, IJV parent firms seek the inimitable, valuable and
imperfectly mobileresources of other firms. Resource seeking is the dominant drive of
opting for the IJV governance structure.

The IJV motive in this context is not viewed as a uni-dimensional construct that is easily
assessed by the aggregated approach adopted in earlier studies. As argued by Barney
(1991) a firm's competitive advantage is essentially derived from the portfolio of
resources it controls. Due to the unique market compositions and industry structures of
different countries, many firm resources may become less or more relevant in global
market segments. Also in a new business environment a firm may be required to deploy
additional resources that it does not have and also finds difficult to acquire in open
markets.

An IJV enables firms to overcome resource inadequacy in a way that sustains its
competitive advantage. The resource-based reasons for choosing an IJV structure are
influenced by the desire of a firm to achieve the following outcomes individually or
collectively:

•

Seek new resources that it does not own,

•

Seek more resources that it already owns, and

•

Improve the utilization of its existing resources.

A motive is therefore defined as, "The drive of a firm to access and utilise the resources

of its partners and IJV environment to target specific opportunities in international
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markets. A motive compels a firm to achieve the most valuable resource portfolio for an
IJV to target specific market opportunities".

The proposed resource-based definition of motive should be read in conjunction with the
following features:

•

A motive is an unobservable drive that cannot be seen. Its existence can only be
inferred from the actions of a firm in terms of its choice of a governance structure.

•

A motive is a multi-dimensional construct. The drive relates to a wide range of ·
property-based, knowledge-based or complex resources that an IJV parent firm may
require to operate successfully in international markets.

•

The choice of a governance structure such as the IJV is an outcome not a motive. It is
what Hawkins et al. (1994, 249) termed a 'behavioral response'.

•

The above definition may be applied to all types of parent firms: domestic and
international, but it is specific to the IJV governance

stru~ture

only. Its relevance may

be limited to other forms of governance structures as resource seeking may not be the
dominant drive of those governance structures.

Although the use of the term 'motive' is not new to international business and marketing
literature, the proposed definition and explanation presents a new approach to
conceptualizing the motives of choosing a governance structure. The dominant
interpretation of motive is on 'resource seeking' rather than the notion of 'resource
contribution' implied by Kale and Anand (2001, F2). Although the proposed definition is
intended to be parsimonious and adequate in capturing the multidimensional complexities
of resource seeking intentions of firms that intend to operate in global environment, it
may evoke debate and require further refinements in future to maintain its relevance.
However the proposed definition makes an initial attempt to contribute to bridging the
gaps that have existed in our understanding the issues of IJV motives due to the assumed
understanding of this key construct.
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CHAPTER 3: RESEARCH METHODOLOGY

3.0: Introduction: The previous chapter discussed the research objectives and
hypotheses against the backdrop of relevant literature on IJV motives. This chapter
presents the research strategy employed to address the research questions of section 2.4.

It consists of details of the methodology adopted for conducting the present research,
including sources of information, questionnaire design, data collection and handling,
sampling and sample size and statistical processing. These issues and the way various
postulates are assessed have been dictated by the research questions and the proposed
hypotheses. The cross sectional primary data is largely generated by administering a
questionnaire on a sample population of IJV parent firms from India, Australia and the
US. The 'research design' for this study is non-experimental.

3.1: Sources Of Information: A variety of sources have been_ utilised in order to gather
relevant data for this study. These are discussed below under two broad categories of
secondary and primary sources of information and data.

Various secondary sources have been tapped into for this study. The internet-based
database at the Northern Territory University (currently known as Charles Darwin
University) library was the major source of secondary data. It was used extensively in the
initial stages of the research to identify relevant literature on international joint ventures
(IJVs) in general and in particular IJVs that are operating in India. The availability of
secondary data on IJVs is generally abundant.

Information gathered through web searches was valuable in identifying general data on
international joint ventures. Information on IJVs operating in India however, was
insufficient, scanty and highly diffused.

Reference libraries at Delhi University (Faculty of Management Studies and Ratan Tata
libraries) and Jawaharlal Nehru University (JNU) in India were used to locate articles on
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IJVs in India that were identified through internet searches at NTU Darwin. While a
reasonable number of articles on joint ventures in India were eventually traced, overall
there was a limited amount of literature on the motives of IJV firms operating in India.
Generally the review of secondary data indicated that other emerging economies such as
China attracted a much greater level of research effort compared to India in
understanding different aspects of IJV formation and management.

The information and commercial sections of the Indian consulate at Sydney and Indian
High Commission at Canberra were also contacted for the purpose of collecting facts on
the Indian economy and literature on IJV formation in India by Australian firms.

3.1.1: Primary Sources: Several methodological issues need to be considered in order to
empirically test the proposed hypotheses. Given the fact that secondary data with
sufficient validity was quite difficult to access from various data sources, primary data
collection was considered necessary. A survey procedure

wit~

top-level executives

involved with the planning or implementation of the IJVs involving India seemed to be
the most appropriate way to explore the research issues.

A postal questionnaire was the major instrument of generating primary information in
this study. Personal interviews were conducted in two separate stages of this research to
augment the pool of primary information. Pre-survey in-depth interviews were conducted
as part of the questionnaire design. Post-survey interviews were conducted to supplement
the pool of primary data gathered from questionnaire responses.

Two separate pre-survey interviews were conducted with (1) the Advisor at the Indian
Investment Center, a government of India organization and (2) the Trade Commissioner
of Austrade based in the Australian High Commission in New Delhi. The interview
objective was to get an insight into the IJV formation process in India from two experts
who witnessed this process quite intimately on a regular basis, perhaps from two
overlapping yet distinctive angles. Their views on specific motives from an Indian and
foreign perspective have been of assistance in devising the questionnaire.
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Post-survey interviews were conducted with eight respondents (four each from India and
Australia), to seek clarification on the reported resource motives. These interviews were
insightful in interpreting the resource importance response of local and international IJV
partners operating in India.

3.2.0: The Questionnaire: The bulk of primary data for this research was gathered
"'

through a cross-sectional international mail survey using a questionnaire presented in
appendix A. The survey method has several advantages in terms of reaching
geographically dispersed respondents at a relatively low cost (Kumar, 2000, 171,
Malhotra, 2002, 225).

The research hypotheses provide the basis for information specifications. The
questionnaire design ensured that it encouraged respondents to co_ntribute to the data
collection process. The survey instrument, administered only on IJV parent firms is
divided into five sections, each representing a key research variable as follows:

•

Section A: Background of the respondents including their level of involvement in
international activities.

•

Section B: Demographic and structural details of the parent or founding IJV
firms.

•

Section C: Demographic and structural details of the IJV.

•

Section D: Assessment of the importance of various resources.

•

Section E: Reasons or justifications of motives.

There are 19 questions that seek information on demographic and structural
characteristics of the respondents and the IJV s. Motives are assessed through 36
questions that measure the extent of resource importance. A further 14 questions seek
respondents' views to gauge the underlying causes of resource importance and motives.
All respondents were required to answer all questions irrespective of their country of
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origin, and other structural and strategic considerations. Information on the structural
characteristics of respondents for hypotheses 1, 4 and 5 is obtained from sections B and

C. Economic status of respondents for hypotheses 2 and 3 is obtained by transforming
country of origin information generated from section B. Section D responses provide
information on 'importance of motives' for all hypotheses.

The majority of questions on resource motives had a fixed range of alternatives. This was
useful on two counts: ( 1) to minimize the potential of inconsistency due to
misinterpretations and (2) to enhance the application of statistical techniques. Most' openended questions are in sections A and B in which the respondents' background
information was sought.

Inappropriate choice of the questionnaire language has been identified as an important
source of 'non-response' in international surveys (Kumar, 2000, 21 0). Given the choice
of target countries for this research and also the fact that the

~urvey

was directed at the

senior management of the responding organizations that were involved in setting up of
IJVs, the questionnaire was prepared in English as it is widely used as the language of
business in all countries of all target populations (Austrade, 2002; Lal and West, 1997).

Detailed instructions for the postal questionnaire were also provided in English to all
respondents for a better understanding of key research issues and to minimise nonresponse. While the use of 'jargon' or industry specific terms is commonly used in
questionnaire design, effort was made in this research to avoid the use of technical and
unfamiliar words or terms. Simple and easy-to-understand words and expressions were
used to facilitate the understanding of questions. Pre-testing was useful in ensuring the
simplicity of questionnaire language, instructions and skip pattern. Details of the pretesting are provided later in this chapter.

3.2.1: Measurement: The operationalization of resource-based constructs has been a
major challenge faced by researchers (Das and Teng, 2000). According to Chatterjee &
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Wernerfelt ( 1991) a large number of studies on the resource-based view have used
proxies from secondary data. The highly industry-specific nature of most proxies further
complicated the problem of measurement. The measures developed cannot be used for
cross-industry studies. At the moment there is no survey instrument available that can
measure key resource constructs in multiple industries or contexts (Reed & DeFillippi,
1990).

As this probably is the first attempt to investigate resource-based motives of IJVs in
India,.prior literature on IJV provided limited assistance in terms of measurement.
Review of the literature of studies using the strategic approach indicated that 'motive of
IJV formation' is a multi-dimensional variable.

In this research the concept of resource is measured by using multiple indicants. These
indicants are brief descriptions that explain different aspects of resources. The list of
multiple resources has been discussed extensively in contemporary literature in business
and management. Lasserre and Schutte (1999, 30) propose six major strategic resources
that include financing, people, suppliers, information, location and sponsorship. The list
of resources used in this questionnaire is refined using the review of the literature.

A list of resource types was developed to capture the diversity of possible resource
·motives· deemed relevant by IJV parent firms in their decision to set up IJVs in India.
The questionnaire identified a list of 36 possible resource-based motives, which were
derived from the prior literature and discussions based on in-depth interviews with the
advisors from the investment promotion agencies of the Government of India and the
trade promotions organization of the Australian Government. In response to the feedback
from the pre-testing of the questionnaire and in order to minimize any difficulty of
interpretation. a simplified classification of resources either as tangible or intangible was
used in the questionnaire.

In addition to tangible and intangible resource categories, a third broad category of
resources was deemed useful. This category includes all such resources that are not easily
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or neatly placed either in tangible or intangible resource categories. It includes resources
that are accessed not in the resource portfolio IJV partners but rather through their
associations. These resources are not available from IJV partners but rather emerge from
outside of the IJV. For example, accessing government contracts in many countries
requires that an IJV be formed between local and overseas firms.

Although the assessment of the belief about the resource importance and business
environment in India is not the objective of this research, the understanding of
respondents' beliefs is valuable in better assessing the reasons that make certain resource
motives more important than others. Instead of assessing the motives in isolation, this
research also attempts to assess the beliefs held by organizations about their own
strengths, weaknesses vis-a-vis various macro environmental factors in India. In addition
to specific questions on the importance of resource motives in India, the questionnaire
therefore sought to have an understanding of the underlying causes of resource
importance. There are specific questions that seek to understand the underlying·
perceptions of resources owned and needed in the business situation of India. Questions
in section E are designed to achieve this objective and also sought confirmation of the
motives reported earlier. The response of section E questions was also helpful in
developing the follow-up interview checklist.

3.2.2: Scale: In this research questions on motives are ex-post measures of the
respondents' perceptions of the relative importance of the resources at the time of IJV
formation in India. Respondents were asked to express their degree of agreement on a set
of resources divided into three broad categories: tangible, intangible and others. A sevenpoint, linear numeric scale was used to assess the intensity of agreement and/or
importance of resources and reasons. Das and Teng (2000, 54) have supported the use of
the Likert scale in the process of assessing resource importance. The seven-point
balanced interval scale used in this research provided verbal description of each point.
The two extremes of the interval scale were 7 representing 'strong disagreement' and 1 as
'strong agreement' with each resource alternative and reasons.
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Questions in sections B and C sought demographic and structural details of respondents.
Out of a total of 13 questions, a large proportion (eight out of 13) was nominally scaled
questions. While three questions sought ratio scaled data, there was one question with
ordinal scale and one that sought qualitative data in the form of the organizational name.

In this research all respondents were required to answer all questions. Overall the
measurement scales were designed to be helpful for their simplicity, clarity and
productivity. These scales were useful in ranking various resource types and provided
valuable data for statistical analysis.

3.2.3: Pre Testing: The quality of the questionnaire (if used) represents the core of any

research project. In order to minimize the potential impact of possible bias due to the
poor quality of the questionnaire, the research implemented a series of measures to ensure
the quality of the research instrument.

The instrument was pre-tested using a panel of experts comprising both practitioners and
academics. After a review by academic colleagues at Charles Darwin University, the
revised questionnaire was reviewed by four respondents, two each representing the
developed and developing country firms. The participants were requested to assess the
following:

•

Were the structure and sequence of the questions appropriate?

•

Were there any difficult or confusing words in the questionnaire?

•

How useful was the instructions sheet in providing information?

•

Were enough options and alternatives provided for the multiple-choice questions?

•

Was the list of assets or resources adequate?

•

Were any other aspects of the questionnaire either difficult to understand or
confusing?
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Written feedback from four participants was followed up with telephone or personal
interviews. Based on the comments made, a revised copy of the questionnaire was given
to two respondents before a final print run. ·

3.3.0: The Sampling Frame and Sample Selection: The analyses of IJV management
literature suggested that while the IJV parents cooperate to share investment, costs, and
risks, often they have an independent view regarding the motives and objectives of their
IJV formation (Lu and Bjorkman, 1997, 4). Past studies ofiJV motives have used a
variety of elements and sampling units drawn from disparate sampling frames.

In order to limit the effect of environmental variation resulting from differences in host
countries, the sample of firms was restricted to one nationality (India) representing
developing countries and US and Australia representing developed countries. As an
initial exploration, it was important to minimize the impact of environmental variation on
resource importance. Unlike prior studies, this study considers the views of all parent or
founding firms of IJVs operating in India, as the sampling unit of the target population.
The population was deliberately restricted to IJVs formed between firms from IndiaAustralia and India-US.

The choice of the US was influenced by the fact that it is the single most important direct
foreign investor globally and also in India (IIC, 2002). Geographic proximity and the
researcher's ability to contact respondents influenced the choice of Australia as the
second developed country.

Although it is seldom possible to obtain a perfect sampling frame (Alreck and Settle,
1995, 56), accessing an appropriate sampling frame emerged as a major methodological
challenge in this research. Unlike publishers such as Toyo Keizai of Japan that provide
comprehensive economic and statistical information on each Japanese foreign subsidiary
(Beamish and Delios, 1997, 103), a sampling frame that fulfilled the requirements of the
target population was not easily available in the public domain in India.
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Three different sources were considered as possible providers of sampling frames to
target the population of interest for this research. The options included the publications
of: the India Investment Center (IIC), Austrade and the Indo-US Chamber of Commerce.
While the research focused on IJVs operating in India, it also required the assessment of
the views of IJV parent firms from developed countries.

Although IIC publishes details of all collaborations between the Indian and foreign firms
each year, the postal and electronic contact details were found to be incomplete. The
contact details provided by Austrade and the US India Chamber of Commerce
publications were comprehensive and appeared to be accurate. One of the major
limitations of the US India Chamber of Commerce publication, however, was that it only
provided details of the Indian firms. The corresponding details of US parent firms were
not available in the US publication. Dunn and Bradstreet, a multi-national research firm
in Australia, was contacted for assistance and they agreed to locate US parent firms of
IJVs operating in India.

Table 3.1: Details of sampling frames considered

Name of the organization

Publication

Publication Date

India Investment Center (IIC)

List of Foreign Collaborations

2001

A us trade

Australian Companies in India

2001

US India Chamber of Commerce

List of Members chapter wise

2001

Due to inadequate information provided by the Indian publication, it was decided to use
the publications of A us trade and the US India Chamber of Commerce as sampling
frames. It was believed that the selected sources would provide a reasonable
representation of elements of the target population and contribute to meeting the research
objectives.

3.3.1: Sampling: The specification of the target population provided four distinct sets of
sampling units:
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•

US parent firms of US-India IJVs

•

Indian parent firms of US-India IJV s

•

Australian parent firms of Australia-India IJV s

•

Indian parent firms of Australia-India IJVs

Table 3.2: Details of sample size by sampling units

Sampling Units

Size of sampling frame

Sample size

I. US parent firms of US-India IJVs

114

114

2. Indian parent firms of US-India IJVs

360

150

3. Australian parent firms of Australia-India IJVs

108

108

4. Indian parent firms of Australia-India IJVs:

108

108

5. Total

690

480

According to Malhotra et al (2002, 361) a census approach should be preferred in cases
where the population size is small and variance in the characteristics of interest is likely
to be large. A census approach was considered appropriate to take care of significant
variations if they did exist in the population of interest. As the size of population
indicated by the sampling frames for three types of sampling units indicated in table 3.2
above (items 1,3 and 4 in table above) was not too large, a census approach was used for
Australia-India parent firms in Australia and India and US-India parent firms in the US.
However, for Indian parent firms of US-India IJVs, a non-replacement simple random
sampling technique was used to select a sample.

This study is based on a sample size of 480 elements representing almost 70% of the
population. This is consistent with the suggestions of Malhotra et al (2002, 365) that for
institutional sampling units, national sample sizes may range in between 200 to 1000.
The sample sizes for institutions such as IJVs tend to be smaller as they are drawn from
smaller populations. The sample provided a balance in terms of firms representing
developed and developing countries.

67

3.4.0: Contact: Primary data for this research was collected through a two-stage process.
A questionnaire was posted from Australia to the selected sample units in Australia, India
and the US. After receiving the questionnaire response, in-depth interviews with a
selected group of respondents from India and Australia were conducted.

A key objective of this study as stated earlier is to assess if there are differences in the
motives of IJV ( 1) parent firms from different countries and (2) parent firms from
developed and developing countries. An effort therefore is made to seek the views of all
founding or parent firms of a particular IJV. Wherever possible a separate questionnaire
was posted to the founding members to seek their opinions. In a large number of cases
where only one address was provided, additional copies of the questionnaire were sent
with a special request made to the listed respondent to forward the additional
questionnaires to their other IJV partners.

As those who had strategic responsibility and who possessed _knowledge about the firm's
international policy could only provide the information sought, the questionnaires were
addressed to the CEOs of the sample firms. The CEO's of the sample firms were
requested that, if necessary, the survey be redirected to the most appropriate 'key
informant' for completion. Organizational representatives with such titles as president,
executive vice president, chief executive officer, chief operating officer or general
manager were also regarded as suitable for the questionnaires.

Realizing that the response rate of international surveys is generally low (Kumar, 2000,
172) and the fact that India presents unique difficulties, special effort was made to
increase the response rate. Postal surveys were followed-up by phone calls to respondents
based in Australia and India. The covering letter clearly stated the objective of the
research. Detailed instructions provided additional information on the key terms and
interpretation of the scales. To overcome the hesitation and likely non-response,
particularly of smaller organizations, a pre-paid envelope was included with each survey.
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Follow-up letters were sent to all non-respondents after four weeks of initial posting.
Wherever feasible, phone calls were made to remind respondents.

3.5.0: Response rate: After a concerted effort that involved requests, reminders and
pleading, a total of 108 questionnaires were received by the end of January 2003 from a
total of 480 questionnaires that were mailed. Apart from the most common reasons for
non-participation such as lack of time, many prospective respondents were concerned
with commercial confidentiality and anonymity of their views. The initial response ·
included 18 questionnaires that came back marked as 'return to sender' or 'no longer at
address'. Initial screening of the responses found a further three questionnaires unsuitable
and were excluded from the analysis, which reduced the number of useable responses to
87.
Table 3.3: Response rate
Country of
respondent
India
Australia

us

Questionnaire
Mail out
258
108
114

-

Otht:rs
Total

480

Questionnaire
Received
58
33
8
9
108

Usable
Questionnaire
43
29
7
8
87

Effective
Response(%)
16.6
26.8
6.1

18.1

While an overall response rate of 18% was achieved, it varies among the sampling
element sets. Table 3.3 indicates that response from Indian (16%) and particularly US
respondents

(6Cff)

was rather disappointing. Participation of Australian firms however

was generally much better (26% ), both in terms of responding to the mail questionnaires
and also in providing additional information through interviews and discussions.

Many factors contribute to the situation of low response in research. Based on personal
experience in developing countries, it appears that a lack of participation in research
surveys is driven by the belief that sharing of information is somehow likely to erode
respondents' positions of competitive advantage. Prof Michael Porter from Harvard
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Business School made similar observation while conducting a competitiveness study in
India. He stated that information in India is scarce, and wherever available is hoarded by
the organizations (Abreu, 1994).

According to N atesan, (1995, 109), the response rate to survey questionnaires in India is
generally very low. It is further argued that a disproportionately large number of Indian
companies are reluctant to participate in research activities in general (Barua and Jhaveri,
1995). This applies to all types of research including government-sponsored studies that
are often used as a basis of formulating national policies. Similar concerns have been
expressed in the literature for studies that involve respondents from other developing
countries (Ali, 1995). However many respondents appeared more willing to participate in
'personal interviews' rather than the 'self-administered questionnaires'.

Compared to India and Australia, the response was particularly dismal from the US based
respondents. The US is the dominant nation in global business and trade (WTO, 2002). It
is also the single most important trading partner for India (IIC, 2002). It is therefore
disappointing that the response from US firms was rather low. One could only speculate
on the possible causes of the poor response rate. Two factors are considered as possible
contributors to low response of the US firms:

•

Limited data matching: Dunn and Bradstreet Australia produced a data set of
organizations that matched the organization profile provided by the US-India
Chamber of Commerce based in New Delhi India. The list produced by Dunn and
Bradstreet had many multiple entries of large US MNCs. Also it was not as
comprehensive as the corresponding list for firms based in India. Only 114
corresponding addresses were provided from a list of 360 US firms.

•

Limited follow up: Although considerable follow-up effort was also put in for the
US respondents, unlike the Australian and Indian sampling units, it was perhaps
· not as effective. The follow up campaigns for India and Australia were
considerably more effective. In many cases, it was possible to make personal
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contacts with sampling units in Australia and India, which was not quite so easily
possible for US respondents.

The overall response is thus skewed towards Indian and Australian respondents. The
impact,of this skewed response structure is considered carefully and is discussed further
in chapter 4 on data analysis. As a consequence of the low response from US firms, there
is considerable data shrinkage for firms representing the developed countries. However it
. has limited impact on the ability of this study to achieve its objectives. The available data
is adequate to address all research issues and their corresponding hypotheses.

While questionnaires were sent only to Indian, Australian and US addresses, 8
respondents have indicated countries of origin that are outside the list of target countries.
This is surprising but not impossible. One plausible explanation perhaps lies in the
request made in the covering letter to pass on copies of surveys to their other partners. It
is also possible that the databases are not accurate. The response of respondents other
than India, US and Australia is treated with caution in the analysis of data.

An effective response rate of 18% was achieved. Although higher response rates provide
better statistical properties for data analysis, the sample size of 87 in this study compares
favorably with the low sample sizes of a large number of international studies.

Table 3. 4: Sample size achieved in prior UV studies
Author
Kale and Anand (2001)
Phatak and Chowdhury ( 1991)
Tatoglu and Glaister ( 1998)
Fahy et al ( 1998)
Ali (1995)
Reynold (1984)
Beamish (1984)
Killing ( 1983)
Tomlinson ( 1970)

Sample size
59
22
39
19
59
52
12
40
58

Data collection method
Secondary data
Questionnaire
Questionnaire
Questionnaire
Interviews
Field Interviews
Questionnaire and interviews (46)
Questionnaire
Survey
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Table 3.4 provides an overview of the samples used in studies of IJV motives. It is
interesting to note that many studies are based on samples that are considerably smaller
than achieved by this study.

In view of the difficulties associated with achieving much bigger samples for
international studies, and the fact that the effective size of two key groups from India and
Australia is close to the statistically acceptable minimum size 30 (Parasuraman, 1991,
" 664 ), the sample size achieved in this study is considered statistically adequate for basic
analysis. Nevertheless care is taken in the interpretation and generalization of the results.

3.6.0: Quality of primary data: Despite the low response rate, information on
respondents' background indicated that a high quality of primary data was obtained.
Almost two thirds of all actual respondents (66%) were involved with at least one
important aspect of the IJV formation in India. 'Negotiations with prospective partners'
was the single most important function that respondents' were involved in (43% ). Other
important functions were 'liaison with government departments and its agencies',
'market research' and 'signing of contracts'.

Organizational titles of the respondents also suggested that most key informants occupied
senior managerial positions in their respective organizations. The respondents'
background in this study indicated that it has contributed to a significant reduction in
potential 'response error' that often occurs due to respondents' inability to provide
accurate answers. The significance of instrument reliability with .8963-cronbach alpha
also indicated an overall good quality of primary data.

3.6.1: Data screening, transformation and preparation: According to Coakes and
Steed (200 1, 29), data exploration is the first step in any data analysis process. Often data
is incorrectly entered or it may encounter other problems such as missing values and
inadvertent omissions of data. These mistakes have the potential to adversely impact the
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reliability of data analysis. Data obtained for this research was therefore screened to
ensure that it was free of the most common problems that lead to a poor data set.

As reported earlier in this chapter, initial screening of the questionnaire received was
helpful in deciding the effective response rate. The returned questionnaires were checked
for their completeness, following of instructions and other obvious indications of
understanding of research issues such as ambiguous and inconsistent responses.

The questionnaire design ensured that there was no requirement to decide a coding
scheme, as most closed-ended questions were pre-coded with fixed field codes. Response
on open-ended questions were coded and recorded separately.

Initial data exploration procedures were designed to identify and rectify two possible
problems: (1) incorrect data entry that was outside the prescribed range of the values, and
(2) incorrect data entry for open-ended questions where the values recorded were
significantly different from other responses.

As mostquestions had fixed response ranges, data screening was performed by frequency
count analysis and assessing the minimum and maximum values of all questions with
fixed responses. Cases with out-of-the range responses were crosschecked with the hard
copies of the responses and necessary corrections were made.

Similarly, responses of the open-ended questions that required 'numeric response' were
screened for any extreme scores or 'outliers'. Box-plots were assessed to identify the
extreme scores. No significant outliers were identified on any of the responses.

The response format of all questions in sections D and E was subjected to scale
transformation. Response for all questions in these sections was recoded in a

descending format prior to performing statistical assessment. A higher number (value)
after transformation therefore was associated with the strength of respondents' agreement
with various resource importances. This transformation was deemed appropriate to assist
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readers in the interpretation of the responses. For example the initial response format
where I indicated total agreement was changed to 7 and 2 to 6 etc. There was no loss of
the statistical properties due to recoding of values. The recoded values are treated as
interval scaled responses.

Furthermore in order to statistically test the difference between the reported motives of
firms from developed and developing countries, the identities of all respondents were
recoded into two nominally scaled categories by using the classification criteria
suggested by the UNCTAD (2002). Similarly respondents were also separated into Indian
and non-Indian groups in order to test the differences in their motives.

Additional statistical tests such as assessing normality were performed in line with the
requirements of specific statistical procedures that are used for hypothesis testing.
Additional information on recoding and transformation is prov!ded in the section on
hypothesis testing.

3.7.0: Statistical Processing: The coded data from the questionnaires was transferred to
the SPSS program for analysis. In this research, the 'statistical package for social
sciences' (SPSS) version 11 was used for statistical processing of primary data generated
from the questionnaire.

Details of statistical tests for hypotheses testing are provided in section 4.7 on hypotheses
testing. Given the facts that (1) resource importance is measured by interval scale, (2) a
reasonable sample size is achieved for most respondents (except US respondents) and (3)
the assumption that the sample was normally distributed; it was considered appropriate to
use parametric tests.

Basic data analysis initially was based on the assessment of frequency distributions
followed by cross tabulations of nominal data. A major part of the resource importance
was assessed by mean and standard deviations. To assess the impact of structural and
strategic variables on resource importance, the significance of resource importance means

74

were tested either through t-tests or ANOV A. According to Coakes and Steed (200 1, 7381 ), an independent t-test is appropriate test of comparing means of two groups of
independent respondents. However when there is a need to compare the means of more
than two groups or levels, analysis of variance or ANOVA is more appropriate. Analysis
of possible interaction effects was conducted using the 'general linear model'. Lastly, the
three resource categories were subjected to factor analysis to identify if 36 resources
could be represented in terms of a few underlying factors.
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CHAPTER 4: ANALYSIS OF DATA
After addressing the methodological and data preparation issues in the previous chapter,
this chapter looks into the next stage of the research process- analysis of data. The
primary data obtained through questionnaires is analysed initially by using descriptive
statistical procedures of frequency distributions and cross-tabulations to understand the
composition and background of respondents of this study. Respondents' characteristics
• are analysed to create a profile of participants.

Further data analysis is performed to address the key research objectives ( 1) to identify
pattern of resources importance and (2) to assess the impact of structural and strategic
characteristics of IJV parent firms on resource importance. Overall importance of
resources is assessed in general and then by progressive dis-aggregation of data using
respondents' characteristics. Data analysis involves the use of statistical procedures of
comparing means using independent t-tests and multi-variate techniques such as analysis
of variance (ANOV A) and general linear model (GLM). Factor analysis procedure is also
used to identify the latent structure that may underlie the groups of tangible and
intangible resources.

Primary data obtained through post-survey personal in-depth interviews is also
considered simultaneously at appropriate places in this chapter to help make sense of the
quantitative data. There is a separate section in this chapter on the statistical testing of
hypothc~es

set earlier in chapter 2.

4.1.0: Participants of the study: Respondent profiling is necessary in achieving three
objectives:

(I)

to compare the findings with similar studies conducted previously, (2) to

assess the impact of structural and strategic characteristics on resource importance, (3) to
make a judgment regarding the representativeness of the participating units.
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Based on the review of literature, the survey questionnaire sought information on a wide
range of variables to assess the demographic characteristics of respondents at two levels:
( 1) IJV parents in terms of: industry classification, number of full- time employees, level
of equity participation, number of IJV partners, country of IJV partners and (2) IJV s in
terms of their age and operational status. In addition, IJV parents were also required to
provide an indication of the extent of product relatedness (between parent firm and the
IJV), prior experience of doing business in India and prior use of an IJV governance
structure. Respondents are also assessed on additional dimensions created by recategorisation of 'county of origin' data. The discrete variables are recoded into two
distinct sets of dichotomous dummy variables 'Indian & non- Indian' and 'developing &
developed' country respondents. Section D and E responses of the questionnaire are
analyzed on these dimensions also.

Section 4.1 investigates the general structural and strategic characteristics of the study
participants. Analysis and reporting follows a similar sequen_ce of the questions as they
appear in the questionnaire. Wherever feasible the emerging profile of respondents is
compared to other reported studies on IJV motives. The profile is based on the analysis of
the nominally scaled responses on structural and strategic characteristics of the
respondents and post-survey in-depth interview data. Tables 4.1 to 4.13 set out the
distribution of IJV parent firms in terms of the size (number of full time employees),
country of origin, industry sector, equity contribution, prior business experience in India,
prior experience with IJV, target market of IJV goods, number of IJV parents and age.
Cross tabulations details are found in appendix E.

4.1.1: Country of respondent: Firms based in India contribute 49% of all respondents.
Australian firms provide the second significant block of respondents in this research
(33%).
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Table 4.1: Countries of UV respondents
Country
Valid

Australia

us
India
Others
Total

Frequency
29

Cumulative
Percent

Percent

Valid Percent

33.3

33.3

33.3

7

8.0

8.0

41.4

43

49.4

49.4

90.8
100.0

8

9.2

9.2

87

100.0

100.0

As earlier mentioned in chapter 3 on research methodology, despite a concerted effort to
seek the participation of all sampling units, the response rate of US based firms is very
low and constitutes only_8% of the total respondents and is therefore under-represented in
relation to its real importance in Indian economy. Recoded groups of Indian (43) and Non
Indian (44) are fairly evenly represented in the sample and satisfy the statistical intent for
conducting a range of statistical tests. Collectively, 41% of all respondents are from the
developed countries represented by Australian and US firms while the remaining 59% are
from the developing countries, represented dominantly by Inoian and to a much smaller
extent by Singaporean and Malaysian firms.

Table 4.2: Indian and Non Indian respondents

Country

Frequency

Non-Indian

44

Indian

43

Total

87

Percent

Valid Percent

Cumulative
Percent

50.6

50.6

49.4

49.4

100.0

100.0

100.0

50.6

Table 4.3: Developed and developing country respondents

Country

Frequency

Percent

Valid Percent

Cumulative
Percent

Developed

36

41.4

41.4

41.4

Developing

51

58.6

58.6

100.0

Total

87

100.0

100.0
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4.1.2: Industry sector of respondents: Table 4.4 provides an interesting distribution of
responses in terms of industrial background of participating firms.

Table 4.4: Industry sectors of IJV parent firm

Industrv Sector
Services
Manufacturing

Frequency
45

Percent
51.7

Valid Percent
51.7

Cumulative
Percent
51.7

31

35.6

35.6

87.4
100.0

Both

II

12.6

12.6

Total

87

100.0

100.0

Slightly more than half (52%) of all responding firms are part of the services sector
compared with 36% that belong to the manufacturing sector. This is consistent with the
emerging prominence of service sector in international business and trade (Fletcher and
Brown, 2002, 280).

Proportionately more firms from Australia (17 out of 29) belong to the services sector
compared to their Indian counterparts (23 out of 43). The sectoral distribution is
significantly different from the composition of respondents achieved in earlier studies
including the recent research by Kale and Anand (200 I). Most prior studies derive their
respondents from the manufacturing sector. In addition to the services and manufacturing
sectors, 12% of respondents -perhaps due to the more diversified nature of their
businesses - indicate that they belong to both services and manufacturing sectors. While
the distribution of Indian and non-Indian respondents in terms of industry sectors is fairly
similar, more developing country respondents are from the manufacturing sector (20 from
51) compared to the group of developed country respondents (I 1 from 36).

4.1.3: Number of full time employees: Firm size can be inferred from a variety of
indicators. In this study it is assessed through the number of full-time employees of
responding firms. While a large number of earlier studies of IJV motives targeted mostly
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large and very large organizations, in this study the participation of small organizations
employing less than 10 employees is significant.

Based on the review of literature, it is reasonable to believe that historically large Indian
firms were mostly involved in international business and often used IJV governance
structure as a strategy to cooperate with foreign firms to do business in India (for
example IJVs of large Indian business houses such as Tatas, Birlas, Hinduja, Ballarpur
group or Modi). Indian firms often joined hands with other MNCs from the west to set up
IJV s in areas where they lacked funds and the latest technology (Kale and Anand, 2001,
La! and West, 1997). For example, IJVs such as Suzuki-Maruti, GE Capital, IndoMobile, Bharat-Shell and Caltex are created between large Indian firms and MNCs.

Table 4.5: Respondent classification based on numbers of full-time staff

Full time staff
Upto 10

- Cumulative

Frequency
26

Percent
29.9

Valid Percent
29.9

11 to 50

26

29.9

29.9

59.8

51 to 200

15

17.2

17.2

77.0

20 I and above

20

23.0

23.0

100.0

Total

87

100.0

100.0

Percent
29.9

This situation has changed in recent years. For example interviewee #2 observed that,

"since 1991, many small and medium sized organizations, particularly from the
technology sector, are forming strategic alliances with the other developed country
firms". Cross tabulation data of size and industry sector not only corroborates this
observation for Indian and non-Indian respondents but also for developing and developed
country respondents in general. As a consequence, unlike the previous studies on IJV in
India, there is greater representation of small and medium sized firms in this research.

Although the participation of small and medium sized firms has increased quite
considerably in international business and trade, this has not been reflected by earlier
studies of IJV motives. Many previous studies on IJV indicate a skewed response towards
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large organizations. For example a recent study by Kale and Anand (2001) is based on 59
joint ventures between large Indian business groups and mostly MNCs.

In the present study small sized firms from the services sector dominate both the
Australian and Indian respondents. The sample of US firms although quite small,
comprises of medium and very large organizations. There are more US respondents from
the manufacturing sector in comparison to services sector firms. Overall more small firms
are from the services sector (31 from 52) compared to larger firms that are from the .
manufacturing sector (15 from 34). Refer to appendix E26 for details of cross tabulations.

To overcome the limitations of small responses in the prescribed four categories, two
broad categories labelled as 'small' and 'large' are created by regrouping ordinally scaled
categories of very small with small and large with very large. This will permit the
application oft-tests as against an inconclusive ANOV A.

Table 4.6: Respondent classification based on small and large sizes

Valid

Size
Small
Large
Total

Frequency
52
35
87

Percent
59.8
40.2
100.0

Valid Percent
59.8
40.2
100.0

Cumulative Percent
59.8
100.0

4.1.4: Prior business experience in India: About 28% of respondents have no prior
experience of doing business in India. A large proportion of respondents (71%) have
prior business experience in India.

Table 4.7: First attempt to do business in India
First attempt in India
Valid
Yes
No
Total
System
Missing
Total

Frequency
24
62
86
I
87

Percent
27.6
71.3
98.9
1.1
100.0

Valid Percent
27.9
72.1
100.0

Cumulative Percent
27.9
100.0
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As expected the cross tabulation data indicates that almost all Indian firms (41 out of 43)
have prior experience of doing business in India. It is difficult to explain why two Indian
respondents indicated a lack of prior business experience in India. One likely possibility
as indicated by interviewee# 8 is that it may be an attempt of 'Non Resident Indians'
(NRI) to set-up IJVs in collaboration with foreign partner these NRis may have known
during their stay overseas. NRis are Indian nationals who live and work overseas mostly
as highly qualified professionals but do not acquire the nationalities of the countries of
their domicile. The Government of India provides substantial inducements to NRis 'to set
up businesses in India. Refer to appendix E3 for details of cross tabulations.

For slightly more than half of the non-Indian firms (22 out of 43) it is their first attempt
of conducting business in India. Although it is difficult to make any generalisation due to
small sample size, it is pertinent to note that a much larger proportion of Australian firms
( 14 out of 29) have no prior experience compared to the US r..espondents (only one out of
seven).

The prior experience of US respondents, although based on a small sample, is consistent
with the long-term historic trade relationship between the US and Indian firms compared
to Australian firms. Many US MNCs such as Coca Cola, IBM and Union Carbide have
operated in India since its independence in 1947. Significant involvement of Australian
firms in India on the other hand is a fairly recent development.
A higher proportion of services sector firms ( 13 from 28) have no prior experience in
India compared to manufacturing sector firms (eight out of 23).

4.1.5: Prior experience of IJV strategy: The IJV strategy is a fairly new governance
structure for more than two thirds (68%) of the respondents.
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Table 4.8: First attempt to use UV strategy

Valid

Yes
No
Total

Missing
Total

System

Frequency
54
26

Percent
62.1
29.9

Valid Percent
67.5
32.5

80
7
87

92.0
8.0
100.0

100.0

Cumulative Percent
67.5
100.0

Breakdown of this data based on 'country of IJV parents' indicates that while an IJV is
new to a majority of both Indian and non-Indian firms, the proportion of Indian firms for
which it is new is higher (32 from 41) compared to non-Indian (22 from 39). Also, a large
proportion of Indian and Australian respondents compared to US firms have no prior
experience of the IJV governance structure. All US respondents, perhaps due to their long
tradition of international trade and size, report familiarity wit-h IJV governance structure.
There is some indication that firm size is associated with familiarity with IJV strategy.
Irrespective of their countries of origin, the proportion of larger firms with prior
experience with IJV is much higher ( 1 1 out of 18) compared to small and medium sized
firms (II out of 48). Although this in itself is insufficient to conclude that larger firms are
more experienced international operators it certainly needs further exploration in view of
the emerging role of small and medium size firms in Indian IJV formation.

4.1.6: Relationship between IJV and parent firm products/services: "Relatedness" is
a source of synergy and competitive advantage. There are different types of relatedness
including product or service, strategy and core competence relatedness between business
units (Davis et al., 1992, 351 ). According to Walker et al (2003, 46) unrelated
diversification is often associated with the greatest risk, as firms may not have the critical
resources to implement the expansion. Product portfolio relatedness between IJV parent
and IJV therefore has the potential to influence the resource expectations and motives of
a firm.
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Collectively more than 86% of the respondents reported that the IJV product portfolio is
either similar or identical to the existing product portfolio of the IJV parent firms. The
proportion of Indian parent firms with unrelated products is slightly higher compared to
non-Indian firms (nine out of 43 compared to three out of 44). It is interesting to note that
all respondents with unrelated products also indicate that they have prior experience in
India. Only three respondents from the group of unrelated products are familiar with the
IJV governance structure.

There is no clear association between unrelated products and the industrial sector of the
respondents. Slightly more parent firms from the smaller size category have unrelated
goods (nine from 52) compared to larger firms (three from 35). This can be interpreted as
an indication of a higher level of confidence of the Indian and firms with prior experience
in India as opposed to non-Indian and firms with no prior experience in India in their
perceived ability to acquire new set of resources associated with the production and/or
marketing of products that may be new to them. Similarly it can also signal that nonIndian firms intend to minimize their resource dependence on Indian partners by using
products that they are familiar with.

Table 4.9: Relationship between respondents' and IJV products/services

Relatedness
Valid Identical
Similar
Unrelated
Total

Fre_guency
20

55
12
87

Percent
23.0
63.2
13.8
100.0

Valid Percent
23.0
63.2
13.8
100.0

Cumulative Percent
23.0
86.2
100.0

4.1. 7: Number of IJV parent firms: By definition at least two partners are required to
form an IJV. IJVs with more than two partners are also possible although its incidence is
less frequent in practice. In this study, more than 80 percent of respondents are part of a
two partner IJV. The remaining (except one) has three partners.
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Table 4.10: Number of participating firms in IJV

Number of partners
2
3
4
Total
System
Missing
Total

Frequency
68
15
I
84
3
87

Percent
78.2
17.2
1.1
96.6
3.4
100.0

Valid Percent
81.0
17.9
1.2
100.0

Cumulative Percent
81.0
98.8
100.0

For the statistical analysis of resource importance, the data from the table above was
transformed into two nominally scaled categories of (1) 'IJVs with two parents' and (2)
'IJVs with more than two parents' categories. While participants of this study generally
do not favor the use of more than two partners, this tendency is particularly strong for US
firms. Cross tabulation of this data with country of origin of respondents indicates that
Australian respondents have the highest proportion of firms in terms of two and more
partners compared to only one partners (eight out of 27) compared to the group of Indian
firms (four out of 42) and the US firms. All of the seven US respondents have only one
IJV partner in India. Refer to appendix E40 for details of cross tabulations.

Further, a higher proportion of service sector firms (11 out of 33) have formed IJVs with
more than two partners compared to firms from the manufacturing sector (three out of
27). Similarly, there is a higher incidence of more than two partners for firms with no
experience in India (nine out of 14) compared to those firms that have prior experience in
India (six out of 56). It seems firms with prior experience in India that are dominated by
the US and Indian parent firms prefer to have an IJV structure that involves less
managerial and administrative coordination. The services sector firm that are generally
small with no prior experience in India do not appear to mind having more than two other
parent firms to operate and manage IJV activities in India.

4.1.8: Age of IJV: Parent firms were asked to indicate the number of years of the
operation of their IJV in India. The average age of IJV s is slightly more than four years
and ranged from two to 14 years. Except for one, all operating IJV s seem to be
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established in the post liberalization era of 1991 onwards. For statistical analysis, age
data was transformed into two nominally scaled categories of ( 1) less than four years and
(2) four years and more categories. Table 4.11 indicates that firms that are less than four
years in existence in India dominate respondents in this study.
Table 4.11: Age of the IJV

Age of parent firms
Less than 4 years
Valid
More than 4 years
Total
Missing System
Total

Frequency
36
30
66
21
87

Percent
41.4
34.5
75.9
24.1
100.0

Valid Percent
54.5
45.5
100.0

Cumulative Percent
54.5
100.0

Cross tabulation based on the country of the origins indicates that while there is almost
identical representation of Indian firms in terms of the two age categories, Australian
firms are dominated by younger IJVs (15 out of22). All US firms indicate ages of more
than four years. There is a higher proportion of younger firms from the services sector
(20 out of 36) compared to the manufacturing sector ( 12 out of 24 ). Similarly there is
greater proportion of younger firms with no prior experience in India (11 out of 14)
compared to slightly more (27 out of 52) older firms with prior experience in India. Refer
to appendix E49 for details of cross tabulations.

4.1.9: Equity participation: Table 4.12 data indicates that equal equity participation is
the most popular form of control and ownership (40%) followed by a majority stake
(33%) in the IJV. Minority stake is the least chosen option for IJV partners in the sample.
Ideally in a situation of IJVs with only two parent firms that participate in a survey like
this, the response for both majority and minority options should be identical. However as
explained later in section on limitations, it has not been possible to get responses from all
parent firms of a particular IJV. As a consequence, there is a discrepancy in the frequency
of majority and minority ownership preferences.
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Table 4. 12: Respondents' share in equity

Equity
Majority
50:50
Minority
None
Total
System
Missing
Total
Valid

Frequency
29
35
19
2
85
2
87

Percent
33.3
40.2
21.8
2.3
97.7
2.3
100.0

Valid Percent
34.1
41.2
22.4
2.4
100.0

Cumulative Percent
34.1
75.3
97.7
100.0

Cross tabulation data indicates interesting trends in terms of ownership. For a large
number of Indian respondents (20 out of 43), equal equity participation appears to be the
most popular option of ownership and control. The overall data also indicates that
minority share is not a common ownership option of IJV parent firms irrespective of their
countries of origin. No US respondent has indicated the use of a minority stake in India.
Refer to appendix E7 for details of cross tabulations.

More small firms indicate (13 from 51) minority stake compared to larger firms (six from
34). Almost two thirds of (13 from 19) respondents with a minority stake come from the
developing countries. The largest segment is from the services sector.

Since an equity stake is closely linked with the level of management control, it is
interesting to observe the pattern of foreign IJV partner firms to indicate either an equal
or majority equity stake in Indian IJVs. The availability of a majority ownership option
for foreign firms is a fairly recent development. Prior to 1991, Government oflndia
policy permitted only a minority stake by foreign firms in Indian IJVs. It seems foreign
firms prefer a majority ownership structure to have a bigger say in the strategic decision
making process to achieve outcomes such as the protection of intellectual property that is
closely linked with majority ownership. Two foreign firms have contributed nonfinancial resources towards the IJV equity. One is a small service sector firm from
Australia, possibly an NRI firm.
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4.1.1 0: Target market of IJV goods and services: The markets for consumer and
business goods are generally different in terms of their buying motives, size, geographic
dispersion, and buying processes. Markets for consumer goods are often larger and
geographically dispersed compared to business buyers that are generally smaller in
number and often concentrated in few locations.
Table 4.13 indicates that the target market for more than two thirds of all respondents is
business or industrial buyers. It is surprising to note that a very small group of IJV goods
and services are primarily directed at ultimate consumers. Cross tabulation of this data
reveals that none of the non-Indian respondent is directly targeting consumer markets.

Table 4.13: Classification of IJV goods and services

Target market of IJV
goods
Business buyers
Valid
For consumers

Missing
Total

For both groups
Total
System

Fr10quency
58

Percent
66.7

7
21
86
I
87

8.0
24.1
98.9
1.1
100.0

Valid
Percent
67.4
8.1
24.4
100.0

Cumulative Percent
67.4
75.6
100.0

Five out of seven respondents that are targeting consumers are from the services sector.
Apart from one respondent, all manufacturing firms have indicated that they are either
targeting business buyers or both groups. The consumer market is targeted only by firms
that have prior business experience in India (entirely represented by developing country
firms). There is no association with prior experience with the target market strategy of
IJVs.

4.1.11: Respondents' profile: The foregoing sections indicate that participants in this
study have come from a diverse background in terms of their countries of origins, size,
equity participation, prior experience of business in India and IJV governance structure. It
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is difficult to assess whether or not the respondents of this study capture the emerging
composition of IJV participants in India due to a number of limiting factors. A review of
the respondents' characteristics of prior studies on IJVs provides limited assistance in
making any comparative assessment as most prior studies on IJV give very little
information about the participants' attributes.

Apart from Tatoglu and Glaister ( 1998), most international studies provide no
demographic details of their respondents. Banai et al. ( 1999) provide demographic details
of responding individuals rather than information about the structural characteristics of
the IJV parent firm. Tatoglu (2000) assesses the motives of 39 foreign partners of IJVs
operating in Turkey. 23% came from the services sector and remaining from
manufacturing. Investigation by Glaister (1996) is based on 50 UK parent firms with IJVs
in Western Europe. 56% of the participants came from manufacturing and the remaining
from tertiary sector including services. Fahy et al ( 1998) surveyed 19 British firms - 13
from manufacturing and six from the services sector operating in Hungary.

It becomes clear from the review of the literature that demographic reporting of prior
studies is largely limited to 'country of origin' and sectoral information only. The profile
of respondents in the current study can be compared only to a limited extent to previous
studies.

The sampling frames used in this research are of limited assistance as well, as they do not
provide the classification details of Indian and non-Indian sampling units. The India
Investment Center (2000) publication highlights basic trends of FDI in India since 1991.
Accordingly some of the key features of FDI in India are:

•

Higher level of investment in the manufacturing compared to the services
sector.

•

US is the single major source of direct investment in India followed by
Germany. By the year 2000 Australia had 350 FDI project approvals to operate
in India.
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While this information is useful, FDI statistics provide broad indications and includes all
forms of investment options in India. It would be speculative therefore to extend the
aggregated profile of FDI reported by IIC to the IJV parents as well.

The comparison of respondents' profiles is made more challenging by the application of
new classification factors used in this study to investigate the motives of IJV. Apart from
the traditional attributes of respondents' demographics, this study has used a number of
variables that have not been used in prior research on IJV motives. Relatedness, prior
experience and so on, are new variables used to explore IJV motives. No comparative
benchmarks are currently available.

Despite these limitations three aspects particularly of the Indian participants are
reasonably clear. Indian respondents in this study have distinct

~haracteristics

in terms of

their size, industry sector and equity participation compared to the IJVs formed prior to
1991.

1. Size: IJVs in India are no more the exclusive preserve or domain of large firms.
Findings based on the seminal work of Tomlinson (1970) in India indicate that mostly
large firms from the manufacturing sector dominated IJVs in the pre-liberalisation era
(pre 1991) in India. There are firm indications that this is now changing. According to
Lal and West ( 1997, 43) since 1991 there is increased participation by small- and
medium- sized firms. The profile of respondents of this study (in terms of size) is
consistent with their evidence.

2. E(JUity participation: The ownership pattern of Indian IJVs formed before 1991 was
also skewed due largely to government policy. The Indian IJV partners, by government
legislation were required to assume a majority equity stake. Since 1991 ownership
restrictions have been removed, and there is a noticeable change in the ownership pattern
of FDI in India (Bullis, 1998). Many more industries are now open to direct foreign
investment and there are no legislative restrictions on local or foreign firms in terms of
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ownership pattern (Lal and West, I 997). The impact of government policy on IJV parent
firm profiles is noticeable. The ownership pattern suggested by this study provides
confirmation of the change. Equal and majority equity options are a choice of many
foreign firms for IJVs in India. Similarly, many Indian firms seem happy to assume a
minority stake in IJVs, which was not an option for them in the pre 1991 era.

3. Industry sector: A majority ofiJVs in pre-1991 era were in the manufacturing sector.
,.

A large part of the services sector in India was open only to government or local

fir~s.

Banking, insurance, telecommunications, education and accounting were owned and
managed by government or Indian firms. As part of the economic liberalization in 1991,
sectoral restrictions have been substantially removed. Foreign firms are free to explore
business opportunities in a wide range of services and manufacturing areas that were
previously inaccessible to them. The impact of this policy shift is reflected in the
respondent's profile of this study. As mentioned earlier, there are more services sector
firms of both Indian and non-Indian background participating in this study.

There is little doubt that the profile of IJV participants in India is changing in a
significant way. The composition of industrial activity has changed quite significantly in
India since the economic liberalisation of 1991. This study suggests that international
activity in India is witnessing the participation of new players since restrictions on
ownership structure and investment sectors have been removed. The increased
participation of small- and medium-sized organizations from the services sector is
evident from the respondents' profiles. While developed countries continue to be a major
source of FDI in India, there is growing evidence that cooperation between firms from
other developing countries has also increased since liberalization (IIC, 2001 ). With
changes announced thus far and further more to come, it is difficult to create the precise
profile of a typical IJV operating in India.

The most recent study by Kale and Anand (2001) on IJVs in India is based on a sample of
59 IJVs formed between large Indian business groups and MNCs from developed
countries. However the period of data collection of this study is spread over many years
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compared to the cross sectional approach of this study and may explain the skewed
profile of Indian participants.

It is likely that expectations of small size firms about their resource motives will be

different from other Indian participants. Many of them have no prior experience of either
international business or IJV governance structures. The pre 1991 IJV firms invariably
belonged to large business houses and had considerable prior operational experience in
India and they were more familiar with various governance structures including the IJVs
(Lal and West, 1997, 44).

Although there is an inadequate basis for making a systematic comparison to put this
research into a historic context, the representativeness of the participants (particularly that
of Indian participants) seems reasonable.

The age of IJVs provides firm evidence that almost the entire sample for this study comes
from IJVs that are formed after the implementation of policies of economic liberalization
in India. As a result of the significantly altered environment of doing business in India,
the motives of IJV formation are likely be different from the evidence of limited prior
studies conducted in India.

With the foregoing as a realistic backdrop, it is argued that this study is based on a set of
respondents that better reflects from prior studies the emerging situation of international
activities in India. Given the limitations of validating this assertion in a systematic way,
the findings of this study will be treated with caution, particularly in projecting them as
generalizations to both Indian and non-Indian contexts.

4.2.0: Importance of Motives: Section 2.1.3 of chapter 2 provides a brief overview of
motives of IJV formation that have been associated with several competing paradigms
and perspectives. The principal aim of this section is to investigate the motives of IJV
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formation in India by assessing the extent of importance indicated by IJV parent firms for
various types of resources.

Sections 4.2.2 to 4.2.4 deal with the descriptive statistical evidence related to overall
resource importance. The resource importance data is then connected with the structural
and strategic variables to assess their roles in differentiating the resource importance. The
findings provide a reasonable exploratory basis to test the validity of some of the
anecdotal and speculative observations made in the prior literature about the motives of
IJV formation in general and also specifically about resource-seeking motives in India.
Section 4.8.0 revisits the research issues in the context of resource importance findings.

The structure for primary data analysis, interpretation and reporting may take different
forms. Choosing the best structure can be challenging when data analysis involves a large
number of interrelated questions and their underlying variables. The reporting format in
this section incorporates analysis and interpretation initially of primary data of section D
of the questionnaire. While most of the data analysis relates directly to the quantitative
assessment of issues highlighted by the research questions of section 2.4.0 and the
hypotheses, some data analysis such as the impact of operational status and level of
involvement may not directly relate to the hypotheses. It includes questions that are not
associated with the hypotheses and research issues of sections 2.4.0 but are relevant in
making a judgement about the findings.

This section follows the general sequence of questions that is adopted in the survey
questionnaire assessing the importance of: tangible, intangible and other resources.
Reporting of resource motive in various tables is organised in descending order of
importance. This reporting protocol is consistently followed throughout this chapter
including analysis of response that relates to section E (justification of motives) of the
questionnaire.
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The research findings based on data analysis are simultaneously assessed in the context
of the limited evidence provided by prior studies on IJV motives. Lastly, the hypotheses
outlined earlier in chapter 2 are tested for their statistical significance.

4.2.1: Interpretation of scores: It is necessary at this point to explain how the reported
scores on resource importance (section D) and motive justifications (section E) are
interpreted in this study. As indicated earlier in sections on research methodology, section
D of the questionnaire presented 36 resource types divided into three resource categories:
tangible (12), intangible (19), and others (5). Respondents were asked explicitly to ·
indicate the levels of importance they attach to different resources at the time of setting
up of IJVs in India. Section E has 14 statements that provide possible explanations for the
motives listed in section D.

Consideration of the overall mean scores assesses resource importance (refer to section
3.6.1, page 74 for transformation details). A high level of agr_eement or high mean score
for a specific resource is interpreted in this study to indicate two connected things: (1) the
resource is perceived as an important contributor of competitive advantage, and (2) the
respondents consider it as a significant motive of IJV governance structure in India. As
an ex-post measure of resource importance, the high mean scores could also suggest
respondents' belief that other IJV partners have a resource portfolio capable of providing
that resource in India.

A high level of disagreement or low mean score however does not necessarily imply that
a particular resource is not important either to the IJV or to the parent firms. It indicates
that seeking that resource is not an important motive of the respondent in setting up the
IJV. There are four possible interpretations of low mean scores: (1) the firm may already
possess such resource in abundant quantity, (2) the other IJV partner may not have the
resource to contribute to the IJV, (3) such resources can be purchased easily in open
market, and (4) the resource might not be important to the IJVs.
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Questions from section E (justifications of motives) that seek respondents' level of
agreement with possible explanations are also assessed through mean scores. High
average mean scores on motive justification indicate a high level of agreement with the
statements and vice versa. The interpretation of the analysed data also makes use of indepth interview responses relevant for appropriate sections.

4.2.2: Motives relating to tangible resources (assets): The composite scores on tangible
resources are clustered in a narrow range of means (4.47 to 2.81 ). As expected the overall
mean values in table 4.14 indicate that not all tangible resources are equally important for
IJV parent firms operating in India.
Table 4.14: Overall importance of tangible resources

Resources

N

Std. Deviation

Financial resources

87

Mean
4.47

Global communications network

87

4.46

2.145

Global distribution network

85

4.01

2.249

Office premises

84

3.90

2.290

Production facilities

85

3.88

2.422

Customer database

85

3.60

2.042

R&D facilities

86

3.56

2.344

Advertising and promotional infrastructure

87

3.30

1.918

Sales staff

86

3.26

2.115

Distribution warehouse

87

3.06

2.427

Storage facilities

85

3.00

2.182

Retail outlets

86

2.81

2.359

1.964

'Financial resources' and 'global communications network' are the two most important
tangible resources of all respondents. Banai et al (1999, 23) have reported 'accessing
financial resources' as a key motive that often relates to IJVs from developing countries.
Since the overall importance relates to both Indian and non-Indian respondents this is
somewhat unexpected and is explored further in section 4.3.2.
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The overall importance of 'global communications' and 'distribution networks' signals
the increasing desire of organizations, particularly from developing countries, to
participate in global business activities. Since the economic liberalisation of 1991, Indian
firms are exploring business opportunities in international markets. Many Indian firms
have established business links in neighbouring countries within the SAARC region.

The overall low importance of tangible resources that relate to the distribution function of
marketing in India (sales staff, distribution warehouse, storage facilities, and retail
outlets) is interesting and consistent with the findings of prior suggestions by Tatogltt
(2000) and Glaister (1996). However it is premature to conclude by considering the
aggregated responses, that distribution resources are not important to IJV firms in India.
It is merely speculative at this stage to argue that the overall mean scores are influenced

by the dominant views of certain respondents such as the Indian firms. This resource
cluster is further discussed in section 4.3.0 of this chapter where the impact of structural
and strategic factors is analysed.

In addition to the mean scores, consideration of reported frequencies for tangible resource
importance confirms the above pattern of resource importance. There is considerable
consistency of resource importance indicated by means and frequencies. Details of
frequency distribution are in appendix HI to H12.

4.2.3: Motives relating to intangible resources (assets): This research investigates the
importance of a wide range of intangible resources including 'skills', 'knowledge',
'capabilities', 'brand names', 'patents', 'access to technology', 'contacts' with key
participants such as trade unions, politicians and employees. The respondents considered
a total of 19 intangible resource items listed in section D of the questionnaire. Table 4.15
provides details of the overall mean scores of intangible resources.
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Table 4.15: Overall importance of intangible resource motives

Intangible Resources
Skills and competence of managerial staff

N

Mean

Std. Deviation

87

4.87

1.413

Knowledge of the best management practices

87

4.84

1.684

Knowledge of international customers

86

4.80

1.987

Knowledge of supplier practices

87

4.79

2.058

Production technology

87

4.55

2.415

Market research capabilities

86

4.37

1.708

Knowledge of buyer behaviour

86

4.23

2.274

Access well known brand names

86

4.14

2.126

Knowledge of market structure

87

4.09

2.532

R&D Capabilities

87

4.06

2.104

Knowledge of local rules

87

4.06

2.621

Access to patents

86

4.03

2.298

Knowledge of the competitors

86

4.03

2.313

Local contact in government

87

3.59

2.390

Skills and competence of production staff

87

3.53

2.307

87

3.48

2.307

Advertising and promotion capabilities

87

3.46

2.016

Distribution tedmology

87

3.39

2.243

Traue union contacts

87

3.18

2.239

Local political

~·ontacts

The range of mean scores for intangible and tangible resources is fairly similar ( 1.66 for
tangible and 1.69 for intangibles). The two most important resources identified by
respondents relate to (1) the 'skills and competence of managerial staff and (2) 'best
management practices'. It appears that IJV parent firms believe that access to competent
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managerial staff and application of sound management practices are particularly relevant
for IJV success in India. Whether this view is shared similarly by Indians and nonIndians or developed and developing country IJV parents is not clear at this stage.
However this pattern of resource importance is consistent with the arguments of Banai et
al ( 1999, 27) that IJV parents, particularly from developing countries, seek finance and
managerial talent from other partners.

The other important resources relate to the 'knowledge of international customers' and
'supplier practices' in India. This is consistent with the suggestions from the resourcebased literature. It is however not clear if these resources are equally important to local
and foreign firms or developed and developing country respondents. Knowledge of host
market environment as a key resource motive is understandable, particularly for foreign
IJV parent firms. As an intangible resource, knowledge is often socially embedded and
therefore difficult to imitate.

There is no clear pattern or grouping of less important resources indicated by the overall
scores. The limited importance of two 'contact-based' resources - trade unions and local
politicians- are of particular interest and not easily explained. Contacts with local
government, politicians and unions are important for successful operations in India.
'Contact' based resources are also socially embedded and often lack strategic substitutes
in a short time frame. The reported overall low importance seems to hide the true status
of intangible resources, particularly for those respondents that normally do not have the
opportunity to cultivate such contacts in India. 'Access to distribution technology' is not
seen as a critical resource in India. It is consistent with the low importance reported
earlier in section 4.2.2 for corresponding tangible resources associated with the
distribution function.

The overall importance assessed through frequency distributions is generally consistent
with the reported mean values of intangible resources. Refer to appendix H 13 to H31 for
details of the frequency distribution of intangible resource importance.
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4.2.4: Motives relating to other resources (assets): The 'other resources' category
includes resources not offered directly by other IJV parent firms. It includes resources
that respondents may be able to access from business environments (home, host and
international) as a consequence of forming an IJV with a local partner in India including
tax concessions and access to contracts.

Table 4.16: Importance of motives relating to other resources:

Resources
Gain access to business inputs

N
86

Mean
4.84

Std. Deviation
1.775

Access other incentives

87

4.15

1.926

Able to bid for government contracts

86

4.14

2.137

Access tax concessions

87

2.70

1.918

Reduce tax liability

86

2.58

1.641

The overall mean values of 'other resources' importance indicate two things:
( 1) The desire of IJVs to procure a wide range of business inputs from open markets
in India. This also indicates an expectation, perhaps of foreign firms, not to be
tied too rigidly to their partner-specific resources that are abundantly available at
very competitive prices in India.
(2) A belief that no extra tax inducements are likely to emerge in India as a
consequence of forming an IJV in India, perhaps indicating that there is not much
disparity between the tax structures of India and other countries. It is difficult to
argue if this is as a result of the harmonisation of tax structure globally.

Although 'the ability to bid for government contracts' is a motive of average importance,
for some Indian respondents an IJV governance structure is a resource of high value. One
of the interviewees observed that, 'IJV collaboration with a reputed foreign firm is
helpful in making a strong bid for most local and international contracts. The /JV
partnership acts as an endorsement of the firm's professional approach to business,'
(interviewee #5).
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Both descriptive indicators (mean and frequencies) indicate that IJV parent firms seem to
be motivated by their desire to access business inputs by choosing the IJV format in
India. Details of frequency distributions are presented in appendix H32 to H36.

4.3.0: Impact of structural variables on importance of resource motives: The
preceding sections provide a general indication of various resource importance and
motives. Consideration of overall scores thus far is helpful in highlighting general trends
such as a lower importance for resources linked to the distribution function and higher
level of importance for some of the 'knowledge' related resources. This is helpful but of
limited value in fully understanding the subtle yet potentially significant differences in
the resource motives of different types of IJV respondents. Analysis of the response at an
aggregate or overall level seems to obscure the resource motive nuances of IJV parent
firms that come from distinct backgrounds. It is not helpful in the context of resource
expectations of distinct groups of IJV participants. In

particular~

overall scores do not

assist in addressing the research issues raised earlier.

It has been argued in the literature that the structural and strategic characteristics of a firm
are associated with motives of IJV formation (Tatoglu and Glaister 1998, 208), and the
resource profile of a firm is influenced by these characteristics. For example it is believed

.

that larger firms have more resources compared to smaller firms and older firms have
access to more complex intangible resources compared to new firms. As a consequence
of a firm's unique resource profile, its resource needs for a successful IJV are likely to be
quite distinct. Based on what a firm currently has decides what it may seek in its IJV
partners. The structural and strategic factors therefore have the capacity to influence the
relevance of the resource motives IJV firms.

The respondent profile outlined earlier in section 4.1.1 indicates that respondents of this
study differ in terms of their size, country of origin, industry sector or equity
contribution. This section now extends the investigation to assess the impact of these
characteristics on resource importance and IJV motives. The impact of these variables is
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assessed by progressively disaggregating the overall data on various resource importance.
The interpretation of motive importance is based on both qualitative and quantitative data
analysis. Appropriate statistical tests are performed to assess the statistical capacities to
separate resource importance based on structural and strategic variables. Resources with
mean score of 5.00 and above are also discussed as important resource-seeking motives
of IJV parent firms .

• Considering the absolute mean scores and significant means differences of the
independent group t-test, ANOV A or other appropriate statistical procedures assess the
resource importance of different groups. Relevant details of each statistical test are
reported with the summary tables provided for each structural or strategic variable in this
section. With every ANOV A, post-hoc analysis is also carried out using a Turkey HSD
test to identify and report factor levels that identify significant mean differences between
different levels of different groups. In addition, detailed statistical output and other
information is provided for each statistical procedure in relevant appendices.

4.3.1: Respondents' Involvement: Before investigating the moderating impact of
strategic and structural variables on overall data, it is useful to assess if respondents'
involvement in the IJV setting-up process has any impact on resource motives. It is
common for survey questionnaires that are directed at chief executive officers (CEOs) of
the sampling units to be answered by someone else. Completion of survey questionnaires,
after consent by CEOs to participate in research, is often a delegated responsibility in
many organizations. It is therefore possible for the actual respondents to have different
levels of understanding due to their levels of involvement in the setting up of a specific
IJV in India.

This possibility was considered as part of the questionnaire design and question 4
explicitly asked respondents to state their levels of involvement in the setting up of IJV
operations inindia. While this information is equally relevant in discussing the
respondent's profile, its impact on resource importance should also be considered as it
could reflect different priorities amongst respondents.
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As mentioned earlier in chapter 3 on research methodology, almost two thirds of all
respondents of this study (66%) are involved with at least one important aspect of IJV
formation in India. Almost all respondents indicate organizational titles that are
associated with senior and middle level management positions. Table 4.17 reports
resource motives that are significantly influenced by respondents' level of involvement (p

< .05). Refer to appendices J7 to 19 for further statistical details.
'"Table 4.17: Impact of respondents' involvement on motive importance (composite table)

Resources
Distribution warehouse
Retail outlets
Sales staff
Advertising and promotional infrastructure
Advertising and promotion capabilities
Knowledge of buyer behaviour
Access to patents
Able to bid for govt contracts

Respondents'
involvement
Yes
No
Yes
No
Yes
No
Yes
No
Yes
No
Yes
No
Yes
No
Yes
No

N
56
29
55
29

Mean
2.55

55
29

2.75
4:17
2.84
4.21
2.96

56
29
56
29
56
28
55

3.83
2.29
3.55

4.45
3.77
5.00

Std.
Deviation
2.304

Sig. (2tailed)
.020

2.421
2.149
2.429

.017

1.936
2.156
1.735
1.953

.003

1.972
1.804

.001

2.296
2.018
2.224

.018

29

4.38
3.31

2.362

55
29

3.76
4.72

2.072
2.153

.001

.043
.050

(Sample size of 'No response' of 29 is considered large enough to perform t-test)

Based on significant t-test statistics it appears that the level of involvement of
respondents seems to have an impact on the evaluation of eight resources. Four tangible
resource motives (out of 12), three intangible (out of 19) and one 'other resource'
motives (out of five) are influenced by this factor. It is interesting to note two distinct
aspects: (I) Respondents that were involved directly in IJV formation consistently
display lower scores on all resources compared to those who were not involved, except
'access to patents', (2) The importance of 'distribution related tangible resources' is
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different for the two groups of respondents. Respondents with no involvement consider
these resources as slightly more important resource motives. Differences on remaining
resources seem to be spread randomly and provide no real indication of their underlying
causes. These differences in resource importance based on the level of involvement are
carefully considered later, particularly in sections on discussion and findings.

While there is no statistically significant separation on the remaining 28 resources, the
following are particularly considered important (mean> 5.00) by respondents that were
not directly involved in IJV formation in India: 'knowledge of the best management
practice' (5.07), 'skills and competence of managerial staff' (5.14), and 'knowledge of
buyer behaviour' (5.00).

4.3.2: Country of origin of the IJV parent firm: 'Country of origin' is a distinctive
attribute that influences the foreign direct investment decisions of organizations. As
organizations from a particular country possess certain resource. advantages, emanating
from the structure of their domestic markets, these firms are likely to require a distinct set
of resources of their IJV partners.

In this study the 'country of origin' emerged as the single most important characteristic
that moderates the resource importance of IJV parent firms. Its impact is visible across a
wide spectrum of tangible and intangible resources categories.

The impact is first assessed in terms of Indian and non-Indian groups of respondents to
overcome the constraints of inconclusive ANOV A due to small (less than 30) response of
US and Australian parent firms individually. The Indian-Non-Indian dichotomy is
statistically robust and easier to interpret. Country specific responses are also considered
later in this section.

Table 4.18: Impact of 'country of origin' on tangible resource motive importance (India Vs Non
India)
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Resource
Sales staff

Indian and Non Indian
Non Indian

Production facilities
Office premises

Mean
4.19

Std. Deviation
2.015

Indian
Non Indian
Indian

N
43
43
43
42

2.33
5.09
2.64

1.796
2.255
1.923

Non Indian
Indian

43
41

5.37
2.37

1.732
1.729

Sig.
(2-tailed)
.000
.000
.000

The table above indicates that the importance of three tangible resources out of twelve are
"viewed significantly differently by Indian and non-Indian respondents. It seems foreign
respondents are significantly more motivated to 'seek office premises' (5.37), 'production
facilities' (5.09) and 'sales staff (4.19) compared to their Indian partners. Obviously
these are not such important resource motives of Indian respondents.

While the important tangible resources do no belong to any specific group such as the
distribution related resources seen earlier, a lack of strategic substitutes for these
immobile resources such as 'office premises' and 'production facilities' in the short term
is perhaps the basis of their importance for foreign firms. Seeking sales staff is not an
important motive for Indian firms'compared to non-Indians. Foreign firms view it as
bundle of tangible and intangible features involving firm and market-specific knowledge
that is hard to imitate.

The resource importance pattern displayed by the developed and developing country
groups of respondents is slightly different from the Indian and non-Indian groups.
Statistically differentiated resources are 'sales staff', 'production facilities' and 'access to
a glohal distrihution network'. While developed country parents consider 'access to sales
staff and ·production facilities' as their key motives, for developing country parents,
·access to glohal distribution networks' is important. It is also interesting to observe that
'financial resources', although rated as more important by developing countries (5.29), is
statistically not different from the group of developed country respondents.
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The country specific preference for tangible resources (mean > 5.00) indicates that Indian
IJV parents are motivated to seek the 'financial resources' (5.60) and 'global
communications network' (5.28) of their foreign partners. Australian firms are
particularly keen on seeking 'production facilities' (5.18) from their local counterparts.
US firms do not have any strong preference for any tangible resource in India. The
pattern of resource importance also shows that the response pattern of Australian and US
respondents is similar for most tangible resources.

Table 4.19: Impact of 'country of origin of UV firm' on intangible resource motive importance

Resource
Knowledge of market structure

Indian and Non
Indian
Non Indian

N
44

Mean
6.16

Std.
Deviatio
n
1.098

Indian

43

1.98

1.683

Knowledge of the competitors

Non Indian

44

5.59

1.419

Indian

42

Knowledge of local rules

Non Indian

44

Indian

43

1.95

1.704

Skills and competence of production staff

Non Indian

44

4.98

1.971

Indian

43

2.05

1.573

Access well known brand names

Non Indian

43

3.42

2.026

Indian

43

4.86

1.995

Non Indian

44

3.45

2.236

Indian

42

4.64

2.229

Non Indian

44

5.11

1.701

Indian

43

1.81

1.516

Non Indian

44

5.39

1.617

Indian

43

1.74

1.465

Access to patents
Local political contacts
Local contact in government

-

2.40

1.913

6.11

1.466

Sig.
(2-tailed)
.000
.000
.000
.000
.001
.016
.000
.000

In terms of intangible resources, the statistical separation of the two groups indicated in
table 4.19 above for 'knowledge' and 'contact' based resources is not surprising.
Knowledge of the Indian market (6.16), competitors (5.59), and local rules (6.11) is
extremely important for non-Indian firms. They seek these resources from the local
partners, as these are to a large extent industry-specific resources that are difficult to
imitate. Similarly, 'contacts with local politicians' (5.11) and 'government agencies'
(5.39) are important resource-seeking motives of foreign firms. Their social
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embeddedness makes these resources rare and highly valuable for non-Indian firms that
lack local knowledge.

The reported scores are consistent with the expectations that Indian respondents do not
consider the three knowledge-based resources as key IJV motives. As mentioned earlier
in section 4.1.4, 41 out of 43 Indian respondents have prior experience of doing business
in India. They seem to feel confident that their current portfolio of intangible resources .particularly 'knowledge' and 'contacts' -are adequate to operate an IJV in India and they
do not require any assistance from their IJV partners for these resources.

The importance of skills and the competence of production staff links with the earlier
reported motive of foreign firms in seeking production facilities in India. Accessing
codified intangible resources such as patents and brand names that normally enjoy legal
protection are the key motives of Indian respondents. The desire of Indian parents to seek
these resources suggests two things: ( 1) a technological disparity between Indian and
their foreign IJV partners and the constraints of local firms in the internal development of
codified knowledge, and (2) a positive image of foreign brands in India. With non-Indian
firms the response pattern of US and Australian firms is again quite similar on the
importance of intangible resources.

The developed-developing respondents' resource preferences are again somewhat
different from local-foreign groups. Developed country respondents seek 'skills of
production staff (5.08), 'contacts with local politicians' (5.31) and 'trade unions' (4.83)
while developing country parents seek access to the 'well-known brands' of their
partners.

The country-specific importance of intangible resources is quite distinct. Indian parent
firms are motivated to seek: (I) 'knowledge of best management practices' (5.40), and
(2) 'knowledge of international customers' (6.02) from their foreign partners. For
Australian firms, 'skills and competence of managerial staff' (5.07) is a key motive that is
also shared by US firms (5.57). In addition, US firms are also motivated to seek 'skills
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and competence of production staff' (5.86). This may be partly explained by the fact that
six out of seven US firms belong to the manufacturing sector.

There is no statistically significant difference between the Indian or non-Indian and
developed or developing country respondents on any resource from the category of
'other' resources. There is a general consensus among all respondents, particularly the
Australians, that the IJV structure enables them to access 'business inputs' from the local
Indian market (5.14). US firms also believe that they will be 'able to bid for government
contracts' (6.00) as a result of forming IJVs in India.

4.3.3: Industrial sector of IJV parent firms: Firms from different sectors are
hypothesised to have different resource needs. Services sector firms are different from
organizations that are predominantly involved in the production and distribution of
goods. The creation and delivery of services relies on resources that Gemme! et al (2003,
28) term the competence, behaviour and attitude of employees. For many service sector
firms, tangible resources such as plant and machinery are not as important as intangible
resources such as the skills and competencies of service providers.

Three broad categories are used in this study to identify the sector of the responding
firms' operations: predominantly services sector, predominantly manufacturing sector,
and belonging to both sectors. Significant mean differences are assessed by using
ANOV A for the three broad categories and later by the independent t-test for services and
manufacturing groups only.

Table 4.20: Impact of 'industrial sector' on resource motive importance (composite table)

Resources
Distribution warehouse

Sector
Services
Manufacturing
Both
Total

N

45
31
II
87

Mean

Std.
Deviation

2.36
3.97

2.207
2.373

3.36
3.06

2.730
2.427

Sig
(Levens
Statistics)
.254

Sig
(ANOVA)
.014
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Global communications
network

Services
Manufacturing

Customer database

45

4.91

1.929

31

3.68

2.286

Both

II

4.82

2.136

Total

87

4.46

2.145

Services

44

4.23

2.033

Manufacturing

2.77

1.746

Both

31
10

3.40

2.171

Total

85

3.60

2.042

.088

.038

.527

.008

,. Both ANOV A and t-test outputs indicate that the resource importance of only three
tangible resources is significantly affected by the industrial sector of the respondents.
While statistically significant ANOV A (p<.05) suggests a difference between the three
groups on all resources indicated in the table above, it is of particular interest to note that
the differences are more pronounced between the services and manufacturing groups.

As anticipated, seeking access to a distribution warehouse is not an important resource
motive of service sector firms. This is understandable due to the peculiarities of services
distribution compared to physical goods. Distribution resources are of limited value to
services firms and hence not a key motive. 'Distribution warehouse' quite understandably
is more important for manufacturing sector firms that are often required to use a
warehousing function to manage mismatched demand and supply of tangible goods. For
service sector firms involved in the delivery of intangible and often perishable output,
distribution warehouses are of limited value.

In contrast the customer database of IJV partners is significantly more important for
services sector firms. It seems that small non-Indian services sector firms are particularly
interested in accessing the customer database of their Indian partners as a quick way to
penetrate the Indian market. Indian firms in particular consider the 'global
communications network' of their foreign partners as an important resource (4.91). This
is consistent with the pattern of resources reported important earlier by Indian firms to
indicate their desire to expand their operations to other global segments.
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As indicated by the respondents' profile, a large majority of foreign firms is targeting
industrial buyers. Access to the database of prospective buyers is likely to enable faster
market penetration for foreign firms in India. For most intangible and other resource
categories, the industrial sector of the respondents does not seem to influence resource
importance. On the whole this study shows that industrial sectors influence the
importance of intangible resources in a limited way.

Apart from the statistically differentiated resources indicated above, service sector firms
view two interrelated intangible resources as important motives: (I) 'knowledge of best
management practices' (5.02), and 'skills and competence of managerial staff (5. I I). For
manufacturing sector firms, the 'knowledge of supplier practices' (5.03) is an important
motive. No tangible resource is viewed as important by either service or manufacturing
groups.

4.3.4: Size of the firm (number of full time employees): The resource profile of a firm
is influenced by its size. Larger firms are more likely to have more resources than smaller
firms. Four broad categories used to identify the size of responding firms in this study
. are: small (up to ten employees), medium (II to 50 employees), large (51 to 200
employees) and very large (20I and more employees). The table below considers the
significant mean differences generated by ANOV A.

Table 4.21: Impact of 'number of full time employees' on resource motive importance (composite
table)

Resource
R&D facilities

Size

N

Mean

Upto 10
II to 50
51 to 200

25
26
15

20 I and above
Total

20
86

4.72
3.31
2.80
3.00
3.56

Std.
Deviation

2.424
2.276
2.042

Sig (Levens
Statistics)
.686

Sig

(ANOVA)
.025

2.152
2.344
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It should be noted that output in the table above is based on small sizes of each response
category. Apart from one tangible resource, there is no noticeable impact of firms' size
on the importance of any resource. 'R&D facilities' is the only resource that is
significantly influenced by the size of the organization, suggesting that it is more
important to very small firms than larger firms. The independent t-test based on
reconstituted categories small and large as presented in appendix 119 to 121 confirms that
'firm size' statistically moderates only one resource: access to patents.

Collective assessment of both ANOV A and t-tests suggest that firm size has very limited
statistical impact in moderating the resource importance of IJV parent firms. It seems
resource-seeking motives are not influenced by the size of IJV parent firms. It is difficult
to argue based on these findings that as larger firms have access to more resources, they
will have less resource dependence on their IJV partners. Although the mean values do
not signal any particular logic, it seems that very small IJV parent firms consider 'access
to R&D facilities' and 'access to patents' as a key resource motive. Post-hoc analysis
reveals no significant factor levels. Further, more very small firms (upto ten employees)
consider accessing the 'production technology' as an important motive (5.46).

4.3.5: Prior experience of doing business in India: The moderating effect of 'prior
experience in India' is significant for a wide range of resources. The importance of six
tangible resources associated with distribution and promotion functions of IJVs in India
are significantly affected based on this factor. There is a systematic pattern of higher
importance indicated by firms with no prior experience in India. Although Indian firms
dominate the respondents with experience in India, many foreign firms, particularly all
US firms, are also in this group.
Table 4.22: Impact of 'prior experience in India' on tangible resource motive importance

Resources

First attempt to do
business in India

Distribution warehouse

Yes

N
24

No

62

Retail outlets

Yes

23

Mean
4.33
2.61
4.30

Std.
Deviation
2.582
2.191
2.601

Sig.
(2-tailed)
.003
.000
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No
Yes

62

2.31

2.021

Sales staff

23

5.13

1.714

No

62

2.61

1.805

Advertising and promotional infrastructure

Yes

24

4.71

1.706

No

62

2.81

1.697

Storage facilities

Yes

23

4.22

2.486

61
23

2.59

1.874

Office premises

No
Yes

5.65

1.335

No

60

3.30

2.212

.000
.000
.002
.000

The pattern of resource importance indicated here questions the initial trend provided by
the overall or aggregate scores on these resources. The table above indicates that firms
new to the Indian environment view 'distribution warehouse', 'retail outlets', 'sales staff'
and 'storage facilities' as important resources for their success in India. Firms with prior
experience (dominated by Indian and US firms) do not consider these resources as
important. The influence of prior experience in the understanding of the local business
environment suggests that these respondents seem to believe that (1) their current
distribution infrastructure is adequate for the IJV or (2) that these tangible resources can
be obtained locally not necessarily through their foreign IJV partners.

A similar belief is also indicated for 'advertising and promotional infrastructure'. It is
important to note that a common feature of most resources listed in the table above is
their lack of mobility and the fact that they are often market-specific resources.

Seeking ·office premises' (5.65) is a good example of a significant tangible resource that
foreign firm!"> with no prior experience seek in their IJV partners. As mentioned by
interviewee #.f. ·:finding appropriate office premises, particularly in places like Mumbai

is d(tlimlt and expensive for all firms particularly the newly set-up small firms".
Established local IJV partners can be of immense value in providing easy access to these
resources.

Table 4.23: Impact of 'prior experience in India' on intangible resource motive importance
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Resource
Distribution technology

First attempt to do
business in India
Yes
No

Knowledge of market structure
Knowledge of the competitors
Knowledge of local rules
Advertising and promotion capabilities
Knowledge of buyer behaviour
Market research capabilities
Access to patents

Yes

Local contact in government

Std.
Deviation
2.205

Sig.
(2-tailed)
.010

62
24

3.05
5.58

2.130
1.640

.000

62

3.47

2.572

Yes

24

5.13

61

3.59

1.650
2.418

.005

No
Yes

24

5.79

62

1.719
2.627

.000

No

1.659

.001

Yes

24

3.42
4.67

No

62

3.05

Yes

24

5.71

1.398
2.296

1.937

No

61

3.62

Yes

23

5.00

1.243

No

62

4.21

1.738

Yes

24

3.00

1.956

61
24

4.51
4.08

2.256
2.128

Yes
No

Local political contacts

Mean
4.42

No

No
Trade union contacts

N
24

2.283

62

2.89

Yes

24

4.71

2.177

No

62

3.03

2.210

Yes

24

5.08

1.976

3.03

2.312

No

62

.000
.049
.005
.024
.002
.000

Output in the table above indicates that the importance of a large number of somewhat
inter-connected intangible resources is also influenced by prior experience in India. Two
broad groups of 'knowledge' and 'contacts' related resources are statistically separated
based on the existence or absence of prior experience in India. Importance scores indicate
that firms with no experience consider these as key motives and seek these resource
clusters from their local partners that presumably have access to these resources in India.

Resources associated with the 'knowledge' of key institutions and stakeholders such as
the 'market structure' (5.58), 'competitors' (5.13) and 'buyer behaviour' (5.71) are
complex resources and often lack strategic substitutes in the short time frame. Knowledge
of key participants is often firm- and industry-specific that is difficult to imitate or
purchase in the open market. Resource dependence in this situation is likely to be more
intense and is sufficiently indicated in the table above.

112

Similarly, 'local contacts' with 'politicians' (4.71 ), 'trade unions' (4.08) and
'bureaucrats' in local government (5.08) are significantly more important resource
motives of firms doing business for the first time in India. These resources are also
complex and socially embedded. In this context they become rare and often lack
equivalent substitutes. 'Access to patents' is the only intangible resource that firms with
experience in India seek from their partners. 'Distribution technology' and 'marketing
/esearch capabilities' are the other important intangible resources for firms new to India.

The pattern of resource importance suggests that respondents with prior experience seem
to have a high degree of faith in the relevance and portability of their 'prior experience'
to new IJV situations. As commented by interviewee #6, " .. as we are involved in other

businesses in India, based on wlzat we have learnt so far it is easier for us now to find our
way in India, ".

In addition to the statistically moderated resources indicated in table 4.23, firms with
prior experience in India also seek two intangible resources: 'knowledge of best
management practices' (5.05) and 'knowledge of international customers' (5.08).

For the group of 'other resource', no statistically significant mean difference is observed.
First time operators in India however rate 'gaining access to business inputs' quite highly
(5.67).

4.3.6: Prior experience with IJV strategy: Although a majority of respondents are
using IJV as a governance structure for the first time, its statistical impact on resource
seeking motives is limited. Table 4.24 indicates that only 5 out of 36 resources are
significantly influenced by prior experience with an IJV strategy. Three tangible
resources include: 'distribution warehouse', 'storage facilities' and 'global
communications network'.
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Experienced users of an IJV strategy appear to view resources related to distribution,
including 'warehouses and storage facilities', as more important compared to respondents
that have no prior IJV experience. They also seek two intangible resources, including
'knowledge of local rules' and 'advertising and promotion capabilities', from the
experienced IJV partners. For respondents without any IJV experience, the importance of
a 'global communications network' is higher.
Table 4.24: Impact of 'prior experience of IJV' on resource motive importance (composite table)

Resources
Distribution warehouse

First attempt to
use IJV strategy
Yes
No

N
54
26

Std.
Deviation
2.279
2.514
1.934

Yes
No
Yes

52

Mean
2.56
3.81
2.44

26
54

3.88
4.80

No

26

3.81

Knowledge of local rules

Yes
No

54
26

3.48
4.77

Advertising and promotion capabilities

Yes
No

54
26

2.96

2.626
2.487
1.981

3.92

1.809

Storage facilities
Global communications network

Sig.
(2-tailed)
.029

2.215
1.994
2.191

.004
.048
.040
.040

There is no systematic pattern of resource seeking motives evident from these results that
fits any theoretical position. It is difficult to put forward a convincing explanation of why
the existence or absence of prior IJV experience moderates the resources listed in table
4.24. The comparative assessment of these trends with the earlier reported results based
on 'prior experience in India' provides interesting leads to further investigation. It
appears that respondents in this study consider the accumulation of knowledge and
learning by operating in a foreign environment (India) more valuable than learning based
on the prior use of the IJV governance structure. It will be helpful to understand whether
the disparity between the two factors in terms of their capacity to impact on resource
importance is caused by their relevance, transferability or other factor.

4.3.7: Product-service relationship between the IJV and its parents: "Relatedness"
provides synergy, as firms with high relatedness are in a position to take advantage of a
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familiarity of the known by reducing their dependence on a new set of tangible and
intangible resources. It also provides an opportunity for firms with high relatedness to
contribute resources relevant for an IJV. The extent of relatedness thus has the potential
to influence the resource importance as well as the resource motives of parent firms.

In this study 'relatedness' is assessed in terms of product or service similarity between
the IJV parent firms and the IJV s. Three levels of product relatedness between the parent
firms and the IJVs are considered. They are: identical, similar and unrelated products or
services, also interpreted as high, medium and low relatedness.

The statistical significance of mean differences of the three groups of respondents is
considered by using ANOV A. Table 4.25 below indicates that a majority of IJV parent
firms have products that are similar to the IJVs. Compared to respondents with similar
products and services (54), the size of groups with unrelated and identical products is
relatively small. Although ANOV A is not entirely suitable to compare group scores,
regrouping of smaller groups (identical and unrelated) for a possible t-test is not
permissible due to the disparate nature of the nominally scaled groups of respondents.
Table 4.25: Impact of 'product/service relationship between IJV and its parents on resource motive
importance (composite table)

Resource
R&D facilities

Production technology

Relatedness

N

Identical
Similar
Unrelated

20
54
12

2.25
3.78
4.75

Std.
Deviation

1.970
2.320
2.221

Total

86

3.56

2.344

Identical
Similar

20

3.50

2.585

55
12
87
20

4.65
5.83
4.55
3.20
4.15

2.254

Unrelated
Total
R&D Capabilities

Mean

Identical
Similar
Unrelated
Total

55
12
87

2.290
2.415
2.238

5.08

1.919
2.314

4.06

2.104

Sig.
Levens
Statistics
.095

Sig

ANOV
A
.006

.190

.024

.865

.042
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Advertising & promotion
capabilities

Identical
Similar

Access other incentives

20

4.60

1.903

55

3.24

2.000

Unrelated

12

2.58

1.564

Total

87

3.46

2.016

Identical

20

3.00

2.077

Similar

4.47

1.762

Unrelated

55
12

4.58

1.782

Total

87

4.15

1.926

.201

.008

.633

.008

Despite the limitations of small group sizes, the output of table 4.25 is helpful in gaining
some understanding of the resource importance trends influenced by 'relatedness'. Apart
from 'R&D facilities', no other tangible resource is influenced in a significant way by
different levels of product relatedness between the parents and IJV s. Firms with unrelated
goods or services consider R&D capabilities as an important resource motive. Three
intangible resources and one resource from the 'other resource' category are also
influenced by the extent of relatedness. The intangible resources include: 'production
technology', 'R&D capabilities' and 'advertising and promotion capabilities'.

The motives of respondents with unrelated goods and services provide an interesting
pattern. These firms indicate a higher importance for 'R&D facilities and capabilities' of
their IJV partners compared to IJVs involving similar or identical products. If we also
consider the similarly higher scores indicated by this group for 'production technology'
earlier, this can be interpreted to suggest a belief by this group that their IJV partners
either have, or are capable of, providing production-related resource for the success of the
IJV in India. As most respondents of unrelated goods are from India, it provides a new
perspective to the relevance of 'production technology' as a resource-seeking motive of
developing country IJV parents. Contrary to the generic claims that firms from
developing countries seek production technology from their developed country partners,
evidence of this study indicated that 'production technology' is more important to those
developing country parents that venture into the production and distribution of unrelated
products.
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Respondents with unrelated goods or services have also ranked two resources as
important: 'global communications network' (5.00), and 'knowledge of best management
practices' (5.67).

In addition to resource-seeking motives related to the production of goods and services,
firms with unrelated goods or services are also motivated to 'access other incentives'
available from the environment. The pattern of resource motives, however, is almost
..opposite for 'advertising and promotion capabilities'. It is a less important motive of
firms with related goods or services compared to those with identical and similar goods
or services.

4.3.8: Number of IJV parent firms: Although the incidence of IJV s with more than two
parent firms is limited in practice, it is by no means uncommon. Apart from the problems
of administrative coordination and decision-making, there are opportunities associated
with the use of multiple partners. Multiple partner IJVs in this study are more closely
related to small-sized service sector firms with no prior experience in India. An
assessment of resource importance means indicates that the resource seeking motives of
the two groups of IJVs are not different in a statistically significant manner.

The resource expectations of IJV parents seem fairly stable irrespective of the number of
other IJV partners. However IJVs with more than two partners consider two tangible
resources as more important than others: (a) 'office space' (5.20), and (b) 'global
communications network' (5.13). As these results are based on a small group of
respondents, caution is needed in their generalization. The cross tabulation data indicates
that firms that do not have prior experience in India seem more prepared to seek the
cooperation of more than one IJV partner in India. The US firms in particular
demonstrate a desire to deal with only one local partner, perhaps to reduce their
managerial effort to coordinate the decision making of more participants.
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4.3.9: Age of IJV: As earlier mentioned, two broad age categories of IJVs: (a) less than
four years (younger) and (b) four years and above (older) were created based on the
transformation of the ratio scaled data to compare the means. Apart from 'advertising and
promotions capabilities', no other resource is statistically separated by the age of IJV s.
Younger IJVs view 'advertising and promotions capabilities' as slightly more important
than the older group of IJVs. Two knowledge related resources that are important for
..both groups are: ( 1) 'knowledge of best management practices' (5.03) for the younger
IJVs and (2) 'knowledge of supplier practices' for the older IJVs. There is no obvious or
logical explanation for the resource importance association with IJV age. Overall the
statistical analysis based on two broad categories is inconclusive and does not indicate
any significant association between the resource importance and age of the IJVs.

4.3.10: Operational status of IJV: Whether an IJV, at the time of responding to this
questionnaire, was operating in India or not seems to have a limited impact on the
importance of resources. In view of the small sizes of 'no' and 'about to commence'
groups, interpretation of resource importance scores provided by ANOV A requires
caution. Only one tangible and two intangible resources are influenced by the operational
status of the IJV. There is some indication that the perceived resource dependence on
'trade union and local political contacts' is high when the IJV is not operating and it tends
to reduce in importance as IJVs move to become operational. It is likely that among other
factors. learning and accumulated knowledge contributes to a shift in this resource
dependen~c.

Table 4.26: lmJmct of 'operational status' on resource motive importance (composite table)

Resource
Storage

fadlitic~

Std.
Deviation

Operational status

N

Yes

55
14

2.71
4.50

2.096

15

2.67

1.915

84

3.00

2.195

No
About to
commence
Total

Mean

Sig
(Levens
Statistics)
.581

Sig
(ANOVA)
.018

2.378
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Trade union contacts

Local political contacts

Yes
No
About to
commence
Total
Yes
No
About to
commence
Total

56
14

2.73
4.21

2.111
2.547

16

3.88

2.125

86

3.19

2.252

56
14

3.04
4.50

2.199

16

4.19

2.228

86

3.49

2.320

.266

.033

.659

.042

2.534

Aln addition to the statistically separated resources indicated above, IJVs that are not
operational also consider four other resources (two intangible and two 'other' resources
respectively) as important (mean> 5.00). The intangible resources include two
interrelated aspects of managerial resources: 'knowledge of best management practices'
(5.07), and 'skills and competence of managerial staff' (5.00); and 'gain access to
business inputs' (5.00) and 'access to other incentives' (5.00) as other resource-seeking
·motives.

4.3.11: IJV ownership: The ownership structure of a firm is often associated with the
level of control and risk it offers to its owners. It is also indicative of the extent of
resource contribution - particularly financial resources - made by different owners of the
IJV. This study assesses the impact of four possible equity contribution structures on
resource motives. The equity options are: majority, equal, and minority stakes and a
situation of no financial contribution.

Table 4.27: Impact of 'ownership structure' on resource motive importance (composite table)

Resource
Access to patents

Ownership
Majority
50:50
Minority
None
Total

N

Mean

29
35
18

3.86
4.77
3.56

2
84

1.00
4.11

Std.
Deviation

2.310
2.045

Sig
(Levens
Statistics)
.013

Sig
(ANOVA)
.041

2.382
.000
2.276
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The analysis based on ANOV A in the table above does not indicate any logic and it is not
explicitly meaningful to put the resource importance in any theoretical context. It is
somewhat surprising that resource importance is not affected in a statistically significant
way for any of the 36 resources. The table above indicates a significant ANOV A (p <.05)
only for the 'access to patents' resource although the equality of variation assumption for
this resource is violated with Levens statistics less than .05.

The assessment of mean scores(> 5.00), however, indicates that respondents with a
A

minority stake consider two intangible resources quite highly: 'knowledge of best
management practices' (5.16) and 'skills and competence of managerial staff' (5.58). As
minority ownership has limited decision making capacity, this group seems to put its faith
in the ability of competent 'managerial staff and the 'best management practices' of their
IJV partners. For IJVs with 50:50 equity stakes, 'production technology' (5.26) is a key
motive. Majority owners seek 'knowledge of supplier practices' (5.17) from their
partners.

The importance of various resources does not indicate any firm pattern, particularly for
IJVs with equal or majority stakes. It is pertinent to observe that apart from the response
of 50:50 and majority options, the size of the other two groups is relatively small.
'Minority' and 'no equity' groups have 18 and two respondents each making it difficult
to perform a realistic ANOV A. The interpretation based on the above output therefore
requires caution. The other limitation is caused by violation of 'the equality of variance
assumption' indicated by the Levens' statistics (p < 0.05) for a large number of resources.
With no statistically significant mean difference found in any resource, it is reasonable to
interpret that resource-seeking motives do not seem to be influenced by the ownership
pattern of the respondents.

4.3.12: Target market of IJV goods and services: Goods and services of an IJV may be
marketed to business buyers, ultimate consumers or both groups. The target market
choice of a firm often dictates resource requirements, particularly the need for
distribution and promotion infrastructure. As business buyers are few, often
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geographically-concentrated with much higher volume per order, personal selling is often
considered a more appropriate form of establishing contact with business customers.
There is often no need for retail outlets, and expenditure on mass advertising of goods is
limited. For goods targeted at ultimate consumers, marketing infrastructure requirements
often include emphasis on advertising and access to conveniently located retail outlets.

Table 4.28: Impact of 'target market of IJV goods and services' on resource importance (composite
table)

Resource
Sales staff

Advertising and promotional
infrastructure

Target market

Mean

Std.
Deviation

Business buyers

58

Consumers
Both groups
Total

7
20

3.02
2.29
4.15

2.215
2.368

85

3.22

2.107

58

2.93

1.746

7
21

4.71

1.704

3.95
3.33
2.93
4.43
4.38

2.109
1.912
2.101
2.370
2.291

3.41

2.251

Business buyers
Consumers

Distribution technology

N

Both groups
Total
Business buyers
Consumers
Both groups

86
58
7
21

Total

86

1.924

-

Sig
(Levens
Statistics)
.325

Sig
(ANOVA)

.110

.013

.947

.017

.053

Analysis based on ANOV A in the table above indicates that only two tangible and one
intangible resource(s) are statistically differentiated for the three groups of respondents. It
also suggests that firms that are targeting ultimate consumers do not consider 'sales staff'
as a potential resource motive. This group of respondents however views 'accessing
distribution technology' and 'advertising and promotion infrastructure' of their partners
as important resource motives.

Although statistically not differentiated, it is interesting to observe that IJVs targeting
consumer buyers consider 'financial resources' (5.43) as an important resource motive.
As the sizes of respondents that belong to 'consumer' and 'both' groups are small, it is
difficult to make a more definitive claim about their resource motives in India. There is
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no systematic pattern of resources importance reported in table above to draw any
meaningful conclusion.

4.3.13: Summary of Resource Importance: Two broad conclusions are drawn from the
analysis of data reported thus far in section 4.3: ( 1) that resources vary in their levels of
importance for different types of firms and (2) not all structural and strategic attributes
moderate the resource importance of respondents in a similar way. Resource groups such
as 'knowledge', 'contacts' and 'distribution' are generally more important motives in
India for certain segments of respondents such as foreign IJV parents. The moderating
impact of 'country of origin' and 'prior experience in India' is more pronounced than
other strategic or structural variables.

4.4.0: Assessment of Interaction Effect: It is important to note that the analysis of data
thus far (section 4.3) considers the impact of only one variable at a time to assess
resource importance. Whether the resource importance is moderated by the combined
impact of more than one structural or strategic variable remains an unanswered question.
This section will now investigate the 'interaction effect' for various resources.

The primary data is now subjected to further statistical analysis to address two issues: (1)
if there is a significant interaction between the moderating variables in influencing
resource importance and (2) to identify the 'interaction effect', if it does exist, by
simultaneously considering the impact of more than one resource variable at a time.

A general linear model (GLM) of 'two-way between groups ANOV A' is an appropriate
statistical procedure to investigate the issues listed above. The GLM multivariate
procedure provides regression analysis and analysis of variance for multiple independent
variables with one or more factor variables. It is helpful to investigate interactions
between factors as well as the effects of individual factors (Coakes and Steed, 2001, 95).
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Although the general linear model can be used to analyse data for more complex designs
with three or more independent variables simultaneously, the interpretation of their
interaction effect is considered extremely complex (Coakes and Steed, 2001, 101). Based
on the fact that two variables: 'country of origin' and 'prior business experience in India'
- significantly moderated a large amount of resource importance, the current analysis is
restricted to these two factors considered simultaneously .

..Table 4.29 provides consolidated data for the significant 'main' and 'interaction' effects
of all resources. Further details of the analysis based on GLM are provided in appendix
D.
Table 4.29: Interaction effect of structural characteristics on all resources (composite table)
Resource

Sales staff
Office premises
Global distribution network
Customer database
Knowledge of market structure
Knowledge of the competitors
Knowledge of local rules
Skills and competence of production staff
Knowledge of buyer behaviour
Trade union contacts
Local_political contacts
Local contact in government

Significance
Significant
Levene
Test
.710
.347
.103
.071
.305
.198
.413
.513
.140
.095
.514
.883

Main effect
(Country of
IJV)
.132
.006
.541
.330
.000
.001
.000
.000
.000
.000
.000
.000

Main effect
-(First attempt
in India)
.000
.001
.046
.013
.670
.814
.839
.452
.774
.842
.781
.541

Interaction
effect
.826
.005
.063
.321
.729
.295
.737
.261
.576
.772
.759
.926

The output in table above indicates that the main effect of 'country of origin' is
significant (Levene> .05 and main effect p < .05) for one tangible ('office premises') and
eight intangible resources ('knowledge of market structure', 'knowledge of competitors',
'knowledge of local rules', 'skills and competence of production staff', 'knowledge of
buyer behaviour', 'trade union contacts', 'local political contacts', 'contacts in
government'). The main effect of 'prior experience in India' is significant for four
tangible resources only ('sales staff', 'office premises', 'global distribution network' and
'customer database') (Levene> .05 and main effect p < .05). The important resources
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indicated above are generally consistent with the findings of sections 4.3.2 and 4.3.5 on
'country of origin' and 'prior experience in India'.

'Post-hoc analysis' is conducted to compare the marginal means for each significant main
effect. This analysis is helpful to indicate which means of factor combinations are
statistically significant. The table below lists the significant factor combinations.

Table 4.30: Post-hoc comparison of marginal mean for resources with significant 'main effect'

Resource
Sales staff
Sales staff
Sales staff
Office premises
Office premises
Office premises
Global distribution network

Factor combination (Effect)
India-Australia
India-US
India-others
India-Australia
India-US
India-others
India-Australia

Mean difference
-1.93
-2.10
-1.92
-3.30
-3.21
-2.51
1.52

Significance
.000
.020
.025
.000
.000
.000
.019

Instead of indicating the significance of a particular factor, marginal means indicate the
precise factor combinations that are significant. The table above indicates that seeking
'sales staff' and 'office premises' of local Indian IJV partners are key motives of
Australian, US and other respondents. The entire group of non-Indian respondents
considers 'accessing the sales staff of their Indian partners as valuable. Sales employees
as a resource are viewed as a strategic resource that has access to product and industry
specific knowledge in the culturally diverse market of India. The desire of foreign firms
to access office premises of their local partners is an unexpected finding and highlights
the constraints and challenges of the real estate market of key commercial cities such as
Mumbai and Delhi in India.

The data of the table above also indicates that Indian IJV parents are keen to 'seek the
global distribution network' of their Australian IJV partners. Although no question was
specifically asked about the geographic scope of the target market of IJV goods, it seems
that Indian firms intend to market their goods or services in global markets, perhaps in
addition to the Indian market, by accessing the distribution networks of the Australian

124

IJV partners who may have business experience and distribution networks mostly in the
markets of South East Asian countries.

A comparison of the significant main effect of marginal means of intangible resources is
achieved by considering mean scores provided in descriptive statistics of independent ttests.

Table 4.31: Comparison of marginal mean for intangible resources with significant 'main effect'

Resource
Knowledge of market structure
Knowledge of competitors
Knowledge of local rules
Knowledge of buyer behaviour
Trade union contacts
Local political contacts
Contacts in government

Factor combination (Effect)
Without experience-with experience
Without experience-with experience
Without experience-with experience
Without experience-with experience
Without experience-with experience
Without experience-with experience
Without eXQ_erience-with experience

Mean difference
2.11
1.54
2.37
2.09
1.20
1.68
2.05

Significance
.000
.05
.000
.000
.024
.002
.000

Table 4.31 above indicates that respondents without prior experience in India seek the
'knowledge' and 'contact' groups of resources from their partners who presumably have
local business experience in India. This is consistent with results achieved earlier in
section 4.3.5 although the range of important resource motives through this procedure is
reduced quite considerably. IJV parents with experience in India (mostly dominated by
Indian IJV parents) do not seek any intangible resources from their partners.

In addition to the significant main effect, two significant interaction effects between
·country of origin' & 'prior experience in India' factors are observed. The resources are
·office premises· and 'access to patents' (p < .05).

Although analysis based on GLM confirms the earlier assessment based on independent
t-tests and ANOV A, the range of important resources is altered slightly by simultaneous
consideration of the two moderating variables. The resource importance indicated
through GLM is similar but not identical to the findings discussed on an individual basis.
The assessment of interaction effect provides statistical corroboration of resource motives
that were discussed initially on an individual basis in the sub sections of 4.3 on 'impact of
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structural and strategic factors'. This is also a confirmation that resource motives are
influenced not only by individual factors but also by the interactions of some of the
moderating variables. While no prior research has explored the potential impact of factor
interaction on IJV motives, this study provides a reasonable basis to consider this in
future studies. Given the limitations of GLM to handle more than two factors
simultaneously, the choice of variable should be driven strictly by the specifications of
research participants and the environment of the study.

4.5.0: Data Reduction: Primary data obtained from the questionnaire responses thus far
is analysed to assess (I) the overall trends of resource importance and (2) the impact of
structural variables on resource importance including the interaction effect. As indicated
earlier, there is a pattern of resource importance suggested by distinct respondent
segments along the dichotomies of whether they are (I) Indian or non-Indian and (2) with
or without prior experience in India. The statistical analysis has been helpful in isolating
an interesting set of important resources that is fairly extensive and dispersed. Despite
achieving a substantial understanding of resource seeking motives, the interpretation of
the entire range of resource motives is quite challenging in the context of IJV formation
in India. An attempt is now made to identify if a simpler resource structure exists that is
more useful in enhancing our understanding and interpretation of important resource
motives in India.

Factor analysis is commonly used to reduce a large number of variables into a smaller set
of underlying factors that summarise the information and trends contained in the
variables (Coakes and Steed, 2001, 155).

There are a number of assumptions that are essential for the application of 'principal
components' (PC) and 'principal axis factoring' (PAF) methods of factor extractions. A
minimum of five subjects is essential for each variable of factor analysis. The achieved
sample size of 87 of this study does not fulfill the minimum requirement for all 36
resources to be considered simultaneously. Instead of performing factor analysis on the
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entire set of resources (36 in all) or based on an Indian or non-Indian dichotomy (which
would be interesting and consistent with the pattern of investigation so far), the tangible
and intangible resources categories are subjected to separate factor analysis. This section
now looks into the application of factor analysis to identify the common factors of
tangible and intangible resources.

The factorability of several sizeable correlations is a key requirement of factor analysis .
• The Kaiser-Meyer-Olkin Measure of Sampling Adequacy and Bartlett's Test of
Sphericity assess the factorability of a correlations matrix and sampling adequacies. An
examination of the correlations matrix suggests that the matrix for both tangible and
intangible resources is suitable for factoring with considerable correlations that exceed
the minimum recommended value of 0.3. Similarly Baretlett's Test of Shpericity is
significant (p < .05) and the Kaiser-Meyer-Olkin measure of sampling adequacy are
greater than the recommended value of 0.6 (0. 70 I for tangible and 0.83 I for intangible
resources). Similarly the measure of sampling adequacy suggested by an anti-imaging
correlations matrix indicates that all measures of sampling adequacy are well above the
acceptable level of 0.5.

Based on the eigenvalues, four factors each for tangible and intangible resources can be
extracted (eigenvalues greater than I). The extracted factors explain more than 76% of
tangible and 72% of intangible variance for these resource groups. The 'scree plots' also
confirm four factors for tangible and intangible resources respectively.

The initial factor outcome, however, indicates a complex combination of factors with
many factor loadings of less than 0.3. Also, many resources have loadings on more than
one factor, which requires their arbitrary allocation to a specific factor and consequent
difficulties in interpretation. To overcome these difficulties, correction techniques are
'

implemented. Factors are rotated to achieve results that are easier to understand and
interpret.
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Varimax rotation of both tangible and intangible resources provides Jess complex factor
loadings. Tables 4.32 and 4.33 indicate correlations between the resources and rotated
factors. These matrices are different from correlations between un-rotated factors and
resources. While substantial improvement is achieved with Varimax rotation, the rotated
solutions still includes several variables (5 tangible and six intangible resources) with
loadings on two or three factors.

A

In order to minimize factor correlations, the oblique ration (direct oblimin) procedure is
'

also applied. While there is some improvement in terms of a reduction in the multiple
loading of factors, the solution is still not entirely satisfactory in providing a neat and
exhaustive distribution of variables. The unequivocal statistical separation of factors is
still not achieved as some factors despite their significant eigenvalues are spread over
more than one factor.

Table 4.32: Rotated Factor Matrix (a) (Tangible resources)

Factor

Resources

3

2

I

Distribution warehouse

.907

Storage facilities

.867

Retail outlets

.775

Global distribution network

.905

Global communications network

.833

Financial resources

.641

Customer database

.550

Advertising and promotional infrastructure
Sales staff

.330
.710
.645

.502

Office premises
Production facilities

4

-.322
.471

R&D facilities

.427

.364

-.301

.646

.307

.593

ExtractiOn Method: Pnnc1pal Ax1s Factonng. RotatiOn Method: Vanmax with Ka1ser NormalizatiOn.
a Rotation converged in eight iterations.

Table 4.33: Rotated Factor Matrix (a) (intangible resources)
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Factor

Resources
I

2

3

4

Knowledge of market structure

.960

Knowledge of local rules

.928

Knowledge of buyer behaviour

.911

Knowledge of the competitors

.858

Skills and competence of production staff

.790

Local contact in government

.733

.653

Local political contacts

.714

.666

Trade union contacts

.687

.618

Knowledge of supplier practices

.561

Skills and competence of managerial staff

.308

Production technology

.840

Access to patents

.802

R&D Capabilities

.758

Knowledge of the best management practices

.536

.494

Advertising and promotion capabilities

.670

Distribution technology

.632

Market research capabilities

.564

Knowledge of international customers
Access well known brand names

-.500

.336

.548

.307

.421

Extraction Method: Pnnc1pal Axis Factonng. RotatiOn Method: Vanmax with Kmser Normalization.
a Rotation converged in five iterations.

From the initial eight factors, four relatively well-separated factors representing two
tangible (factors 1 and 2) and two intangible (factors 3 and 4) factors are selected and
subjectively labelled as:
1. Factor 1: 'Distribution infrastructure' (factor 1 in table 33)
2. Factor 2: 'Operation infrastructure' (factor 2 in table 33)
3. Factor 3: 'Knowledge of key participants' (factor 1 in table 34)
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4. Factor 4: 'Management capabilities' (factor 2 in table 34)

While the extracted factors are helpful confirmation of the resource groups identified
earlier, the four clearly separated factors explain only 54.5% (tangible) and 56.9%
(intangible) of the cumulative variance of tangible and intangible resources. A large
amount of variance, particularly for a number of resources such as advertising and
promotional infrastructure, advertising and promotion capabilities, and distribution
,. technology, are not fully explained by the four factors above. The inconclusive empirical
structure indicates that resources importance in this study is not driven by just a few
underlying resource structures. The factor analysis in this research provides a partial or
limited statistical confirmation of a common structure of the resources of this study.
Further details of factor analysis are presented in appendix C.

4.6.0: Justification of motives: Sections 4.2 and 4.3 analysed the importance of various
resources. This section considers the primary data of section E Qustifications of motives)
of the survey questionnaire as possible ex-post verification of the views on resource
importance expressed by IJV parents earlier.

Data analysis for this section follows a pattern similar to sections 4.2 and 4.3 that refer to
the assessment of resource motives. High mean scores indicate a higher level of
agreement with various belief statements. Mean scores are first considered to assess the
overall levels of agreement with justification statements. The data is then disaggregated
to assess the impact of structural and strategic factors particularly the two variables:
'country of origin' and 'prior experience in India' that were found earlier to have a
significant impact on resource importance.
Section E of the questionnaire required respondents to indicate their levels of agreement
or disagreement with 14 statements, as they perceived at the time of setting up the IJV.
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Table 4.34: Justifications of Motives- Descriptive Statistics

Justification of Motives
Organizational synergy is maximized when partners complement each other
A local partner brings in local expertise
It is difficulty to understand 'business practices' in a short period of time
It is difficulty to understand 'buyer behaviour' in a short period of time
Business practices are complex in India
Local partner's existing distribution system makes a quick start up possible
My firm is capable of dealing with the local bureaucracy
Our managerial staff has skills & competencies to independently operate in
India
It is expensive to set up new distribution network in India
Our cultural values are different from that of our partners

-

We have the latest production technology
Our financial resources are inadequate for independent operations in India
My firm is not very well conversant with the local rules of doing business in
India
Financial incentives are provided by my government to set up an IJV

Mean

Std.
Deviation

6.14

.856

6.05

.839

5.76

.849

5.69

1.109

5.24

1.621

5.19

1.848

5.08

2.237

4.77

1.878

4.62

2.143

4.01

2.084

3.84

2.331

3.72

1.773

3.14

2.273

2.44

1.987

Table 4.34 above indicates the extent of the overall level of agreement with various
statements that relate to generic and specific features of doing business in India. The
overall mean scores provide an indication of why some resources are considered more
important than others by IJV parent firms. The range of overall scores is well spread out
between the mean values of 6.14 and 2.44. The overall mean scores suggest the following
beliefs of IJV parents:

•

Resource 'complementing' is a source of synergy and is beneficial to IJVs (6.14),

131

•

Local IJV partners are an important source of local knowledge and expertise (6.
05),

•

It is difficult to acquire local knowledge of key institutions and processes in a
limited period of IJV operation (5.76; 5.69),

•

Business practices are complex in India (5.24),

•

It is expensive to set up a new distribution setup in India (4.62), and the existing
distribution system of local IJV partner allows for a quick startup in India (5.19),

•

IJV firms are reasonably capable of dealing with the local bureaucracy in India
(5.08),

•

The choice of an IJV governance structure is not motivated by a desire to seek
financial incentives provided by governments (2.44).

These beliefs, particularly the strongly held ones with mean scores greater than 5, are
aligned with the importance of various resources expressed in earlier sections 4.2 and 4.3.
For example the importance of 'knowledge' and 'contact' related resources reported
earlier is supported by the belief of table 4.34 that 'local partners brings in local
expertise' and ·tocal partners are a valuable source to tap into this knowledge'. Similarly
the pattern of low importance for 'tax concessions and incentives' as resource-seeking
motives is corroborated with strong disagreement with the belief statement that 'financial
incentives are provided by the government'.

4.6.1: Impact of structural and strategic factors: The overall scores reported earlier are
of limited assistance in understanding the beliefs of distinct groups of respondents.
Dccompo!'>ition of overall scores, based particularly on 'country of origin' and 'prior
experience in India', assists in making a judgment if the belief patterns are separated
along the lines of countries of origin of the IJV parents. Consideration of significant
mean differences based on at-test for Indian and non-Indian groups, indicate that there is
no statistical separation of beliefs between the two groups on a majority of issues (12 out
14). Indians and non-Indians have distinct beliefs regarding two aspects.
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Table 4.35: Impact of 'Indian and Non Indian respondents' on justification of motives

Motive justification
We have the latest production technology
Our cultural values are different from that of our
partners

Indian and
Non Indian
Non Indian
Indian
Non Indian
Indian

N
44

Mean
4.75

Std.
Deviation
2.211

42

2.88

2.074

44

4.50

2.108

42

3.50

1.954

Sig.
(2-tailed)
.000

.025

,. While non-Indian parents believe that they have 'access to the latest production
technology' (4.75), Indian IJV parents generally agree that they 'do not currently have
the latest production technology' (2.88). This is consistent with the response pattern of
small Indian firms reported earlier. The extent of agreements for various beliefs based on
respondents from a specific country of origin provide further interesting patterns. The
small group of US respondents holds a strong belief in their 'access to latest production
technology' (6.43). Respondents from different countries view the cost of setting up
distribution infrastructure in India differently. Compared to Australia (3.66) and US firms
(3.67), Indians (5.19) believe that 'it is expensive to set up a distribution network in
India'.
The significant difference about the belief of cultural similarity between the IJV parents
is also noteworthy. It seems that while Indians believe that their values are similar to their
non- Indian partners, Australians and US respondents do not share this view as strongly
about their IJV partnerships with Indian businesses. This is of particular interest due to
social and cultural embeddedness of many intangible resources that foreign firms
consider as key resource-seeking motives. The consistently high importance of
'knowledge' and 'contact' based resources indicated by foreign firms is well supported
by their belief in cultural dissimilarity. This belief pattern brings into focus the
observations made by Kogut (1988, 328), about the cultural distance and desirability of
IJV structure. While the claims of Kogut about the choice of an IJV governance structure
in an environment of cultural dissimilarity are consistent with the levels of agreement
displayed by the US and Australian IJV parents, they do not fully explain the position of
Indian respondents. It is relevant to add here that consistent with their beliefs about high
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cultural similarity, Indian IJV parents do not seek intangible resources from their nonIndian partners that are often culturally embedded.

Table 4.36: Impact of 'prior experience in India' on justification of motives

Motive justification
My firm is not very well conversant with
the local rules of doing_ business in India
My firm is capable of dealing with the
local bureaucracy
Our cultural values are different from that
of our partners

First attempt to do
business in India
Yes

N

Mean

Std.
Deviation

Sig.
(2-tailed)
.000

24

5.21

1.841

No
Yes

62

2.37

1.910

24

3.50

2.147

No
Yes

62

5.68

1.990

24

5.04

1.922

No

61

3.56

1.988

.000

.002

The capacity of 'prior experience in India' to statistically moderate motive justifications
is limited to three beliefs: two are interrelated and refer to 'understanding of local
business rules in India' and the third one refers to the 'capacity -of IJV parents to deal
with Indian bureaucracy'. Parent firms with local experience feel confident in dealing
with government agencies in India compared to respondents with no prior experience
perhaps due to a lack of knowledge of local rules and other ways of doing business. This
belief is reflected in resource-seeking motives such as accessing knowledge, and contact
resources reported in earlier sections.

The perceived cultural difference due to prior Indian experience is consistent with the
scores of earlier sections. The perception of cultural disparity is high amongst firms new
to India.

In addition to the statistically separated motive justifications, consideration of motives
justifications with mean values greater than 5 indicate that the IJV respondents have an
overall consensus among on a wide range of classification variables (Indian and nonIndian, first attempt to do business in India, developed-developing classification, first
attempt to use IJV structure, respondents involvement, IJV size, age of IJV and number
of IJV parents) including the following: that (1) business practices are complex in India,
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(2) a local partner brings in local expertise, (3) it is difficult to understand buyer
behaviour in a short period, (4) it is difficult to understand business practices in a short
period, and (5) organizational synergy is maximized when partners complement each
other. There is also agreement among IJV parents that the choice of IJV structure is not
driven by the financial incentives of their respective governments

4.7.0: Hypotheses Testing: Based on the evidence made available through the analysis
of primary data, this section will now test the hypotheses proposed earlier in section 2.8.
The statistical techniques to test the hypotheses have been selected in line with the
constraints imposed by the properties of scales used to measure different variables.

All hypotheses (HI to H5) are tested by considering differences in means of resource
importance. A composite mean score is calculated for each resource for each set of
partner based on either the structural or demographic dimension of the respondents. The
relative importance of resource motives of different respondent groups is compared and
tested by using the independent two-sample t-test or ANOV A as appropriate. Parametric
tests are used to test the hypotheses based on the fact that the requirements such as
sample size and measurement scale used in most cases is generally met.

Hypothesis Hl: The relative importance of motives of IJV formation is different for
founding or parent Indian and foreign organizations.

At-test comparing the simple means of resource importance indicated by the different
respondents tests Hl. Table 4.37 below indicates distinct resource motives (identified by
**)that are statistically significant for Indian and non-Indian IJV parent firms.

Table 4.37: Significance of tangible resource importance based on the 'country of origin'
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TANGIBLE RESOURCES
Distribution warehouse
Retail outlets
Financial resources
Sales staff**
Advertising and promotional infrastructure
R&D facilities
Production facilities **
Storage facilities
Office premises **
Global distribution network
Global communications network
Customer database

Significance
(Levene Statistics)
.002
.000
.000
.060
.502
.262
.166
.000
.656
.028
.000
.011

Significance
(T statistics)
.005
.003
.000
.000
.516
.855
.000
.000
.000
.003
.000
.736

Table 4.38: Significance of intangible resource importance based on the 'country of origin'

INTANGIBLE RESOURCES
Distribution technology
Production technology
Knowledge of the best management practices
Knowledge of market structure **
Knowledge of supplier practices
Knowledge of the competitors **
Knowledge of local rules **
Knowledge of international customers
Skills and competence of production staff**
Skills and competence of managerial staff
R&D Capabilities
Advertising and promotion capabilities
Knowledge of buyer behaviour
Market research capabilities
Access well known brand names **
Access to patents **
Trade union contacts
Local political contacts **
Local contact in government **

Significance
(Levene Statistics)
.394
.289
.000
. .129
.000
.074
.484
.000
.132
.002
.721
.150
.004
.605
.471
.689
.015
.434
.418

Significance
(T statistics)
.437
.241
.002
.000
.000
.000
.000
.000
.000
.195
.651
.475
.000
.531
.001
.016
.000
.000
.000

Table 4.39: Significance of other resource importance based on the 'country of origin'

OTHER RESOURCES
Gain access to business inputs
Reduce tax liability
Access tax concessions
Access other incentives
Able to bid for govt. contracts

Significance
(Levene Statistics)
.001
.000
.000
.200
.003

Significance
(T statistics)
.068
.003
.006
.776
.026
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The motives of Indian and non-Indian respondents are statistically different for three
tangible and eight intangible resources and fulfil both requirements of Levene's test for
homogeneity (p > .05) and the two tail t-test (p < .05). The intangible resources are from
two distinct clusters that relate to 'knowledge and contact' resources. None of the
resources from the 'other resources' category is found statistically significant.

With only II out of 36 resource motives found statistically significant, it is argued that
there is limited overall support for the proposition that, "the relative importance of
motives of UV formation is different for founding or parent Indian and foreign
organizations". This overall conclusion for Hl however does not convey the much higher
level of support for intangible resources (8 out of 19). The level of support increases
further if one limits the analysis to knowledge or contact resources only.

While further analysis of H1 would be interesting to assess the eountry-specific
differences based on ANOV A, its application in the present research context is limited,
due to the constraints of the small number of respondents, particularly US firms. The
ANOV A results, however, are generally consistent with the importance of the specific
resource groups reported in section 4.3.2. Further details of comparing the means of these
groups for three distinct categories of resources (tangible, intangible and other) are in
appendix 113 to 115.

Hypothesis H2: The relative importance of the motives of UV formation is different for
founding or parent organizations from developed and developing countries.
Again, ari independent samples t-test is used to test the above proposition. Sample means
of the resource importance of parent firms from developed and developing countries are
compared using the classical means testing formula. Table 4.40 below indicates distinct
resource motives (identified by**) that are statistically significant for developed and
developing country IJV parent firms.
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Table 4.40: Significance of tangible resource importance of respondents from developed and
developing countries

TANGIBLE RESOURCES
Distribution warehouse
Retail outlets
Financial resources
Sales staff**
Advertising and promotional infrastructure
R&D facilities
Production facilities **
Storage facilities
Office premises
Global distribution network **
Global communications network
Customer database

Significance
(Levene Statistics)
.044
.018
.006
.695
.233
.380
.838
.023
.012
.100
.000
.030

Significance
(T statistics)
.024
.045
.000
.001
.932
.743
.000
.001
.000
.002
.000
.949

Table 4.41: Significance of intangible resource importance of respondents from developed and
developing countries

INTANGIBLE RESOURCES
Distribution technology
Production technology
Knowledge of the best management practices
Knowledge of market structure
Knowledge of supplier practices
Knowledge of the competitors
Knowledge of local rules
Knowledge of international customers
Skills and competence of production staff**
Skills and competence of managerial staff
R&D Capabilities
Advertising and promotion capabilities
Knowledge of buyer behaviour
Market research capabilities
Access well known brand names **
Access to patents
Trade union contacts **
Local political contacts **
Local contact in government **

Significance
(Levene Statistics)
.572
.098
.001
.000
.000
.000
.000
.000
.625
.001
.317
.484
.000
.461
.311
.680
.205
.508
.242

Significance
(T statistics)
.207
.154
.035
.000
.000
.000
.000
.000
.000
.104
.764
.793
.000
.370
.000
.101
.000
.000
.000

Table 4.42: Significance of 'other resources' importance of respondents from developed and
developing countries
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OTHER RESOURCES
Gain access to business in_l)_uts
Reduce tax liability
Access tax concessions
Access other incentives
Able to bid for govt. contracts

Significance
(Levene Statistics)
.011
.436
.046
.516
.001

Significance
(T statistics)
.344
.250
.094
.945
.017

Tables 4.40 to 4.42 indicate that only three tangible resources out of 12 ('sales staff',
'production facilities' and 'global distribution network'), and five intangible resources
,. out of 19 motives ('skills and competence of production staff', 'access to well known
brand names', 'trade union contacts', 'local political contacts' and 'local contact in
government') fulfill the requirement of both significance of Levene's test for
homogeneity (p > .05) and t-test (p < .05). None of the resources from 'other resources'
group is statistically significant.

In contrast to 'country of origin', the developed-developing country classification
displays slightly less significant impact on the importance of motives. HI and H2 capture
two different facets of respondents and lead to fairly similar conclusions. Together these
results stress the fact that 'knowledge and contact based intangible resources' are more
likely to be differentiated than other resources based on whether an IJV parent firm is
Indian or not.

With only eight out of 36 resource motives found significant, one is tempted to argue that
overall there b limited support for the proposition that the relative importance of motives
of IJV formation is different for founding or parent organizations from developed and
developing countries. However it is clear that differences are more pronounced for
specific

group~

of resources such as the 'contact' based cluster of intangible resources.

Further dctai b of comparing means of these groups for three distinct categories of
resource~

(tangible, intangible and other) are in appendix Jl 0 to 112.

Hypothesis H3: The extent of resource complementing is high between parent firms
from developing and developed countries.

139

'Complementing' in this study is assessed by considering significant differences of mean
scores of resource importance expressed by developed and developing country parent
firms. However, significant mean difference (p < .05) alone is considered an insufficient
condition to suggest resource complementing. Evidence of resource complementing is
accepted only when two requirements are fulfilled: (I) the difference of means is
statistically significant (p < .05) and (2) the difference is greater than three. With three
• levels each to capture the extent of agreements and disagreements of resource importance
used in the research, a mean difference of less than three is considered inappropriate as it
may well be suggesting supplementing rather than complementing. Although ideally a
difference of greater than four would provide a more significant indication of resource
complementing between partners, the criteria used in this study is a fairly strong test of
assessing the differences.

Table 4.43: Significant tangible resource complementing between developed-developing country
parent firms

TANGIBLE RESOURCES
Distribution warehouse
Retail outlets
Financial resources
Sales staff
Advertising and promotional infrastructure
R&D facilities
Production facilities
Storage facilities
Office premises
Global distribution network
Global communications network
Customer database

Mean difference
(developed-developing)
1.18
1.04
-1.99
1.54
-.04
-.17
2.09
1.55
2.71
-1.48
-1.64
.03

Significance
(T statistics)
.024
.045
.000
.001
.932
.743
.000
.001
.000
.002
.000
.949

The table above indicates that while there are statistically significant mean differences
between developed and developing country firms on a large number of tangible resources
(p < .05), none is large enough (3 or more) to meet the criteria of complementing for
tangible resources.
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Table 4.44: Significant intangible resource complementing between developed-developing country
parent firms

INTANGIBLE RESOURCES
Distribution technology
Production technology
Knowledge of the best management practices
Knowledge of market structure **
Knowledge of supplier practices
Knowledge of the competitors **
Knowledge of local rules**
Knowledge of international customers
Skills and competence of production staff
Skills and competence of managerial staff
R&D Capabilities
Advertising andiJromotion capabilities
Knowledge of buyer behaviour
Market research caJJabilities
Access well known brand names
Access to patents
Trade union contacts
Local political contacts **
Local contact in government **

Mean difference
(developed-developing)
-.62
-.75
-.77
3.73
1.87
3.05
3.69
-2.36
2.65
.50
.14
.12
2.90
-.34
-1.63
-.82
2.81
3.11
3.41
-

Significance
(T statistics)
.207
.154
.035
.000
.000
.000
.000
.000
.000
.104
.764
.793
.000
.370
.000
.101
.000
.000
.000

A different picture for intangible resources complementing is evident from the table
above. Five intangible resources ('knowledge of market structure', 'knowledge of the
competitors', 'knowledge of local rules', 'local political contacts' and 'local contact in
government') have a significant mean difference larger than three to suggest resource
complementing between developed and developing country firms.

Table 4.45: Significant 'other resource' complementing between developed-developing country
parent firms

OTHER RESOURCES
Gain access to business inputs
Reduce tax liability
Access tax concessions
Access other incentives
Able to bid for govt. contracts

Mean difference
(developed-developing)
.37
.42
.70
.03
1.11

Significance
(T statistics)
.344
.250
.094
.945
.017

There is no evidence of complementing indicated in table 4.45 for the 'other resources'
category.
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The evidence of tables 4.43 to 4.45 prompts one to question the ambit claim that resource
complementing is high between parent firms from developing and developed countries on
all types of resources. The evidence is however more supportive of a higher incidence of
'complementing' between IJV firms from the developed and developing countries for
intangible resources, particularly those related to knowledge and contacts. Further details
of comparing means of these groups for the three distinct categories of resources
(tangible, intangible and other) are in appendix J 10 to J 12.

Hypothesis H4: The relative importance of motives of IJV formation is different for
founding or parent organizations from different industry sectors.

To test the above hypothesis, one-way between groups ANOV A is used to compare the
means of resource importance for the three groups or levels of. the independent variable,
'industry sector'. The three discreet levels or sectors of respondents are: services sector,
manufacturing sector and firms that belong to both manufacturing and services sectors.

Tables 4.46 to 4.48 below provide a summary of key statistics to compare the means of
parent firms that belong to different sectors.
Table 4.46: Significance of tangible resource importance and industry sector
TANGIBLE RESOURCES
Distribution warehouse **
Retail outlets
Financial resources
Sales staff
Advertising and promotional infrastructure
R&D facilities
Production facilities
Storage facilities
Office premises
Global distribution network
Global communications network**
Customer database **

Significance
(Levene Statistics)
.254
.288
.986
.257
.Ill
.198
.211
.149
.299
.856
.088
.527

Significance
(ANOVAF)
.014
.073
.693
.619
.068
.884
.197
.184
.381
.221
.038
.008
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Table 4.47: Significance of intangible resource importance and industry sector

INTANGIBLE RESOURCES
Distribution technology
Production technology
Knowledge of the best management practices
Knowledge of market structure
Knowledge of supplier practices
Knowledge of the competitors
Knowledge of local rules
Knowledge of international customers
Skills and competence of production staff
Skills and competence of managerial staff
R&D Capabilities
Advertising and promotion capabilities
Knowledge of buyer behaviour
Market research capabilities
Access well known brand names
Access to patents
Trade union contacts
Local political contacts
Local contact in government

Significance
(Levene Statistics)
.080
.083
.097
.206
.352
.822
.607
.263
.935
.050
.281
.169
.137
.690
.275
.705
.803
.137
.133

-

Significance
(ANOVA F)
.598
.526
.483
.816
.471
.857
.768
.746
.572
.156
.859
.078
.970
.701
.770
.613
.835
.852
.643

Table 4.48: Significance of 'other resources' importance and industry sector

OTHER RESOURCES
Gain access to business inputs
Reduce tax liability_
Access tax concessions
Access other incentives
Able to bid for govt. contracts

Significance
(Levene Statistics)
.143
.045
.151
.880
.700

Significance
(ANOVA F)
.219
.920
.973
.521
.916

The tables above indicate that three out of twelve tangible resources ('distribution
warehouse', 'global communications network' and 'customer database') fulfill the
requirement of both the significance of Levene's test for homogeneity (p > .05) and a
significant F ratio (p < .05).

None of the intangible and other resources are statistically significant.
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With only three out of 36 resource motives found statistically significant, it is argued that
there is a negligible support for the proposition that the relative importance of the
motives of IJV formation is different for founding or parent organizations from different
industry sectors. In light of the small sub-samples based on sectors, additional testing is
needed to confirm the trends of important motives. Further details of comparing means of
these

g~oups

for three distinct categories of resources (tangible, intangible and other) are

'

in appendix B4.

Hypothesis HS: The relative importance of motives of IJV formation is different for the
size of founding or parent organizations.

A one-way between groups ANOV A would be the ideal procedure to compare the means
of the resource importance motive for the four groups or levels of the independent
variable, 'firm size', that are assessed in this study. The small size of sub group samples
for the four levels of firm size obtained in this research, however, limits the use of
ANOVA (refer to section 4.1.3 for further details). There-categorization of responses
into two mutually exclusive groups of 'small' and 'large' sizes permits the use of the ttest to assess the above hypothesis. The sub group sizes of reconstituted groups are large
enough to compare the means of the two groups by using the independent samples t-test.

Table 4.49 Significance of tangible resource importance and firm size

TANGIBLE RESOURCES
Distribution warehouse
Retail outlets
Financial resources
Sales staff
Advertising andJlromotional infrastructure
R&D facilities
Production facilities
Storage facilities
Office premises
Global distribution network
Global communications network
Customer database

Significance
(Levene Statistics)
.113
.799
.216
.691
.069
.036
.816
.464
.239
.683
.163
.210

Significance
(T statistics)
.325
.677
.700
.254
.689
.034
.865
.689
.321
.598
.538
.915
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Table 4.50: Significance of intangible resource importance and firm size

INTANGIBLE RESOURCES
Distribution technology
Production technology
Knowledge of the best management practices
Knowledge of market structure
Knowledge of supplier practices
Knowledge of the competitors
Knowledge of local rules
Knowledge of international customers
Skills and competence of production staff
Skills and competence of managerial staff
R&D Capabilities
Advertising and promotion capabilities
Knowledge of buyer behaviour
Market research capabilities
Access well known brand names
Access to patents **
Trade union contacts
Local political contacts
Local contact in government

Significance
(Levene Statistics)
.163
.063
.208
.048
.883
.054
.759
.224
.775
.039
.343
.738
.639
.997
.292
.993
.476
.154
.475

-

Significance
(T statistics)
.898
.080
.664
.148
.980
.266
.408
.375
.480
.077
.255
.755
.243
.249
.481
.009
.667
.771
.684

Table 4.51: Significance of 'other resources' importance and firm size
OTHER RESOURCES
Gain access to business inputs
Reduce tax liability
Access tax concessions
Access other incentives
Able to bid for govt. contracts

Significance
(Levene Statistics)
.656
.473
.714
.322
.626

Significance
(T statistics)
.947
.766
.614
.890
.370

Tables 4.49 to 4.51 provide weak support for H5. Only one intangible resource ('access
to patents') out of a total of 36 resource motives fulfils the requirements of both
significance of Levene's test for homogeneity (p> .05) and significant t statistics (p <
.05). Further details of comparing means of these groups for three distinct categories of
resources (tangible, intangible and other) are in appendix B3.

With only 1 out of 36 resource motives that is found statistically significant and fulfills
the requirements of both the significance of Levene's test for homogeneity (p> .05) and
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significant t statistics (p < .05), it is firmly argued that there is virtually no support for the
proposition that relative importance of motives of IJV formation is different for founding
or parent organizations of different sizes.

4.7.1: Conclusion of Hypotheses testing: The statistical evidence of tables 4.37 to 4.51
provide varying degrees of support for different propositions. While for most hypotheses
there is either limited or no overall support, it is evident that for specific resource groups
the statistical evidence is much stronger. The statistical separation of motives provided by
factors such as developed-developing, small-large, Indian-non Indian, manufacturingservice firms while limited in overall scope, shows distinct promise of assessing the
importance for specific resource groups such as 'knowledge' and 'contacts'.

On the basis of the overall empirical evidence of this section, two conclusions are drawn:
(1) the Indian or non-Indian characteristics of the respondents

~sa

key to differentiating a

large number of resource seeking motives of IJV parents, and (2) the hypotheses testing
approach used in this study based on the overall assessment of all resources is of limited
applicability. The statistical evidence suggests the need to state the hypotheses for
specific clusters or groups of resources rather than using an aggregated approach to
hypotheses testing. Support for various hypotheses and their interpretation thus needs to
be viewed in the context of the constraints imposed by the generic and broad rather than
more

focu~cd

statements made for each hypothesis.

In sum. the results indicate that some resource types including knowledge and contacts
are more likely to be statistically separated based on respondents' characteristics.

4.8.0: Assessment of the core research questions: The review of literature in chapter 2
indicated several interrelated methodological difficulties with the current status of
research on IJV motives. Section 2.3.0 stated five specific problems of research on IJV
motives. Based on the analysis of data and hypotheses testing, this section will revisit the
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four research issues of section 2.3.0 to demonstrate how this research makes a
contribution to our understanding of IJV motives. Research issue that relates to the
definition of 'motive' is addressed in section 2.9. Analysed data is assessed in the context
of specific research questions including the assessment of:

(1) Important resource motives of IJV parents,

(2) Role and relevance of moderating variables on motive importance,
(3) Incidence of motive/resource complementing,
(4) Motives of developed-developing country IJV parents.

Statistical evidence and findings are systematically assessed and compared with prior
studies on IJV motives to revisit the research questions listed above. The relevance of
resource motives in the Indian context is assessed separately in the next chapter.

4.8.1: Important resources and motives: One of the limitations of prior studies relates
to IJV motives expressed in generic terms. There is considerable duplication and overlap
in the reported motives. It is difficult to synthesise the diverse range of motives of prior
studies conducted in different environments of IJV research and investigations. This
study considers the motives of IJV formation in a way that attempts to overcome these
systemic problems.

The aggregate scores indicate that the most important tangible resources for all
respondents are 'financial resources' and 'global communications network'. The top two
intangible resources include: 'skills and competence of managerial staff' and 'knowledge
of the best management practices'. The list of least important resources includes
'distribution warehouse', 'storage facilities' and 'retail outlets' for tangible resources and
'contacts with key governance institutions', 'bureaucracy' and 'trade unions' for the
group of intangible resources. Only one resource from the category of 'other resources' is
important for foreign firms. There is firm evidence that the choice of an IJV structure in
India is influenced by an expectation of accessing 'business inputs' from the open
market.
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Findings based on overall importance scores suggest a distinct pattern of resourceseeking motives of IJV parents. The task of systematic comparison of these findings with
prior studies, though desirable, is quite challenging due to many factors. There is little
common ground to compare these findings due largely to the use of the unique
terminology of IJV motives provided by the different theoretical perspectives of prior
studies. It is worth reiterating that some studies do not differentiate between the motives
of IJV from motives of FDI, global expansion or strategic alliances. The motives of
internationalization are interpreted by some researchers to represent the motives of the
entire set of market entry options- for instance, the assessment of motives by Glaister
(1996). The commonly reported motives of these studies include: 'to gain presence in
new market', 'faster market entry', and 'adequate quality control', that may apply equally
to different forms of market entry options or strategic alliances in general. While these
are interesting findings, it is difficult, if not impossible, to compare these generic findings
with the overall resource seeking motives of this study.

Without sidestepping the main issue, it is interesting to note that the findings of Tatoglu
(2000, 144) on task-related 'selection criteria of potential IJV partners' as distinct from
'motives of IJV' follow a similar resource-seeking format adopted by this study. The key
criteria of western firms to select local partners according to Tatoglu (2000) in Turkey
include assessment of potential partners in terms of (I) 'knowledge of the local market',
(2) 'knowledge of local culture', and (3) 'access to distribution channels'. 'Technology'
and the 'capital' of local partners are ranked quite low in the order of importance.
Although the selection criteria are not organized in terms of the tangible or intangible
resources of local partners, the terminology used is consistent with the resource seeking
motives of IJV parent firms in this study. Glaister (1996) reports similar findings based
on 'IJV partner selection criteria'. The study assessed the views of 50 UK parent firms
for their western European IJV partners. Both capital- and technology-related criteria
were least important to UK respondents. Both sets of partners in this situation came from
the developed countries.
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Although it is difficult to speculate on the real intent of task-related 'partner selection
criteria', the similarity in the terminology of resource motives of this study and 'partner
selection criteria' highlights the limitations of prior studies in their inability to
differentiate the motives of IJV governance structure and criteria partner selection. The
tendency of prior studies to use strategic alliances and IJV interchangeably also renders
the concept of IJV motives somewhat confusing. The use of a single, clearly defined
resource-based perspective in this study is better equipped to handle the research issues
of assessing the resource-seeking motives of IJV governance structure.

It is somehow easier to compare the findings of resources from the 'other' category,
which is not limited by the strict boundaries of the tangible and intangible resources
classification. 'Accessing government support' (non tax) was cited as a motive of British
IJV parents operating in Hungary (Fahy et at., 1998, 159). Similarly, one of the motives
of US IJV parents operating in Russia was to 'access preferential access to US markets'
(Banai et al 1999, 23). 'Seeking protection against nationalization' was an important
motive of IJV parents from the US operating in China (Chan, 1996, 21 ). The motive of
Hong Kong IJV parent firm Wing On in joining hands with Japanese firm Seiyu is
similar to Chan's (1996) findings. Wing On believes that the IJV structure established
with other Japanese partners is helpful in 'reducing the risk of asset appropriation' by the
mainland Chinese government (Wong, 1998, 8). As reported in appendix J15.l and 112.1,
access to business inputs is the only important resource motive (mean> 5.00) of nonIndian (5.19) and developed country (5.06) IJV parents from the category of 'other'
resources. Unlike the findings of earlier studies, including Fahy et al (1998), there is no
indication that seeking inducements in the form of 'tax concessions or benefits' is a
significant motive of IJVs in India.

The important resources of this study follow a distinct pattern that is quite different from
prior studies. As a consequence of the little common theoretical or methodological basis
of this study and the smorgasbord of disparate prior studies on IJV motives, no
commonality or differences with the important resource motives of this study is easily
identifiable. The assessment of motives through the resource-based assessment of
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motives is based on a unique track of IJV research. At the very broad level one could
argue that prior studies provide limited confirmation for some of the findings of this
study. Overall the distinct set of resource motives of this study have little in common
with prior studies. This study provides a unique profile of resource motives and goes
further than what currently exists in the published literature on IJV motives.

4.8.2: Relevance of moderating variables: As argued previously, one of the limitations
of prior studies is their inability to discern motive importance that often aligns with
respondents' demographic and strategic characteristics. While the overall motive
importance data of prior studies may be helpful in understanding the general trend and
views, it ignores the fact that motives may be influenced by the respondents'
characteristics. The aggregated data is also of limited assistance in addressing the other
research issues that refer to the potential impact of respondent characteristics. It lacks the
analytical depth that is essential to bridge the gap in our understanding of the motives of
different types of IJV parent firms.

Disaggregation of composite scores allows for closer scrutiny of resource importance and
also allows for comparison between respondent groups on key structural and strategic
attributes. Despite the limited support for the broad propositions tested in earlier sections,
a significant pattern in resource importance is noticeable as a consequence of the
decomposition of overall data. It reveals a different portfolio of important tangible and
intangible resources for firms operating in different environments and with different
strategic positions. The decomposition of overall scores confirms that resource
importance is more widely spread out with very high or low scores on many resources
compared to very narrow bands obtained earlier as aggregated scores. Some resources
that emerged as important initially do not appear at all in the subsequent analysis or have
changed their level of importance quite significantly. For example 'skills and competence
of managerial staff' and 'knowledge of the best management practices' resources are
found not important on subsequent decomposition and analysis based on most strategic
and structural characteristics of respondents. On the other hand 'distribution-related
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infrastructure resources' that are generally at the bottom of the list of tangible resources
assume greater importance with progressive analysis based on moderating variables.

Prior studies have not investigated the impact of these factors in a systematic manner. In
comparison to prior studies, a range of factors, particularly the 'local or foreign origins'
and 'developing-developed' country classifications of the respondents, dictates the
structure of investigation and data analysis in this study. The present study has attempted
to rectify the constraints of prior studies by moving away from the conventional approach
of investigating the motives of IJVs. Two issues indicate the benefits of the shift in the
research approach of this study:

( 1) Prior studies have mostly focused on the motives of foreign firms to the neglect of
any consideration of all relevant parties to an IJV. Studies by Tatoglu ( 1998 and 2000)
have investigated the motives of foreign firms, mostly from developed countries. There is
a limited attempt to assess the IJV motives of either local or both local and foreign
partners of an IJV. Studies of Kala and Anand (2001) and Banai et al ( 1999) are notable
exceptions that have adopted the investigation tracks that consider the views of local
firms also.

This study considers the motives of both the local and foreign partners. As reported
earlier in section 4.3 this track of motives assessment is more insightful in investigating a
range of issues that relate to the motives of IJV formation. For example the broad-brush
claim that local firms, particularly from developing countries, 'seek the technology
resources' of their foreign counterparts, mostly from developed countries, is not
supported in this study. The approach of decomposing motives indicates the questionable
validity of assertions such as "developing country IJV parents seek financial and
technological resources from the developed country IJV parents". It is not a valid
assertion for all local firms. A range of IJV parent, IJV and industry specific factors
influence these motives. Local firms from the services sector are less likely to seek
production technology than firms from the manufacturing sector. The systematic
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decomposition of motives has allowed for a more focussed allocation of motives within a
particular category of respondents.

(2) The limited evidence of the use of structural variables in prior studies does not appear
to indicate a proactive attempt to incorporate these variables into the research approach.
Banai et al ( 1999) for example assessed the views of Russian managers regarding the
motives of Russian and US firms to operate IJV s in Russia. The important motives of
A

Russian firms in establishing IJVs in Russia are: 'technology transfer', 'financial
resources' and the 'managerial skills of US partners'. In contrast, the motives of US
firms, generated through a questionable methodology of asking Russian managers their
belief of what US partners want, include the 'cost of Russian labour' and 'preferential
access to the US market'. Apart from investigating the country of origin effect, the
impact of other strategic and structural factors is not assessed. The research approach of
this study systematically incorporates a wide range of demographic and structural
variables to assess the resource motives of IJV parents in a way-that is more helpful in
assessing the relevance of resource motives for different types of IJV parents.

Findings based on this approach indicate that any assessment of IJV motives at aggregate
or composite level only, is fraught with misleading or misplaced indications of resource
importance and motives of IJV formation. As earlier stated and further reinforced by
hypotheses testing, the moderating impact of variables assessed in this research varies
considerably. Most factors of this study either individually or in interaction with others
are helpful in differentiating the motives of IJV.

The importance of a large number of resource seeking motives in this study is influenced
by two factors: 'country of origin' and 'prior experience in India'. Local firms and other
respondents with local experience seem to have access to or ownership of critical
resources to operate in India. Their resource seeking motives are limited to a small set of
intangible resources that often come with legal protection in terms of access or the use of
patents and brand names of foreign partners. Foreign firms with no prior experience seek
a large number of resources compared to local firms.
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The capacity of other strategic factors to statistically separate resource importance in this
study is less visible. For example, there is limited evidence to argue that high relatedness
of parent and IJV products leads to low resource dependence on other partners. Similarly,
the size of the respondents does not seem to influence the resource motives. Contrary to
expectations, results indicate that larger firms that own or have access to more resources
do not necessarily need fewer resources from their IJV partners and vice versa. It is
interesting to note that different equity and ownership options do not influence the
resource motives in any way. A 'majority equity contribution', for example, does not
imply fewer financial or other resources contributed to the IJV. In brief, the impact of
structural characteristics suggests that the following resources are considered important
(mean > 5.00) by distinct groups of IJV respondents:

•

'Sales staff (5.13) and 'office premises' (5.65) for respondents' doing business
for the first time in India.

•

'Production facilities' (5.18) and 'office premises' (5.46) for Australian firms.

•

'Office premises' (5.57) for US firms.

A number of specific resource preferences for various business characteristics of interest
(mean> 5.00) include:

•

·Knowledge of market structure' (5.58), 'knowledge of competitors' (5.13),
'knowledge of local rules' (5.79), 'knowledge of buyer behaviour' (5.71), 'market
n:~can.:h

capabilities' (5.00) and 'contact in local government' (5.08) for IJV

parent firms doing business for the first time in India.
•

'Production technology' (5.83), 'R & D capabilities' (5.08) for firms with
unrelated products/services (with diversification posture) in India.

•

'Knowledge of consumers' for Australian (5.76) and US (6.00) parent firms,
'knowledge of local rules' for Australian (6.07) and US (6.86) firms, 'skills and
competence of production staff (5.86) for US firms, 'local political contacts' for
Australian firms (5.17) and US firms (5.86), 'contact in government' for
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Australian firms (5.45) and US firms (6.14), 'contacts with trade unions' for US
firms (5.71) and 'knowledge of market structure' for Australian firms (6.28) and
US firms (6.29).

These resource motives are helpful in providing specific meaning to the generic findings
of prior studies. For example, based on these findings it is reasonable to argue that
contrary to the broad claims made in the literature, not all types of technology are
important to local firms. Similarly, the desire to seek knowledge-based resources is a
function of 'prior experience' in local markets.

These findings demonstrate that the simplistic approach of prior studies of ignoring the
relevance of parent characteristics should be replaced by a recognition that IJV parent
and host markets are differentiated in terms of size, sectors, age and socio-cultural
complexities. Although only two factors moderate resource importance in a significant
way compared to others, further effort should be made to explore their relevance in
different environments.

The findings of this study provide new evidence that the importance of both tangible and
intangible resource motives was generally understated without controlling for the effect
of the structural and strategic characteristics of IJV parent firms. This study confirms that
a range of context-specific factors shapes resource preference patterns. This study further
argues that the approach of analysing the overall responses of previous studies failed to
provide a complete understanding of the resource motives of IJVs in general and more
specifically for the Indian environment. There is sufficient empirical ground to conclude
that resource-seeking motives are a function of the structural and strategic characteristics
of IJV parents. The understanding of the impact of these characteristics is critical in truly
assessing IJV motives.

4.8.3: Do IJV motives differ for developing-developed country parents? One of the
research issues of this study is to investigate if resource preferences are similar or
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different for IJV parent firms from developed and developing countries. There are
persistent claims that the motives of IJVs of developing and developed countries are
different (Hyder, 1999; Beamish 1988).

According to Beamish (1988, 11), developed country IJVs are motivated to 'obtain the
skills' of other partners while 'government legislation' is the dominant motive of
developing country IJV s.
"Table 4.52: Resources with significant difference based on developed-developing country of origin
(composite table)

Resource
Sales staff
Production facilities
Global distribution network
Skills and competence of production staff
Access well known brand names
Trade union contacts
Local political contacts
Local contact in government

Developed or
developing countries
Developed

N

Developing

35
51

Developed

Mean
4.17

Std.
Deviatio
n
1.978

2.63

1.990

35

5.11

2.272

Developing

50

3.02

2.152

Developed

35

3.14

2.303

Developing

50

4.62

2.019

Developed

36

5.08

1.888

Developing

51

2.43

1.921

Developed

35

3.17

2.036

Developing

51

4.80

1.939

Developed

36

4.83

1.935

Developing

51

2.02

1.631

Developed

36

5.31

1.687

Developing

51

2.20

1.755

Developed

36

5.58

1.645

Developing

51

2.18

1.740

Sig.
(2-tailed)
.001
.000
.002
.000
.000
.000
.000
.000

The evidence of this study provides limited support for a blanket claim that 'resource
motives of IJV parents from developed and developing countries are always different'.
Contrary to the claims of Beamish ( 1988) and Hyder ( 1999), the table above indicates
that out of a total of 36 resources, eight resources (three tangible and five intangible) are
significantly different for developed and developing countries. For developed country
IJV firms, important resources include 'access to contacts' with key operators (trade
unions, local politicians, and government agencies), 'sales staff', 'production staff' and
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'production facilities'. Developing country IJV parent firms (mostly represented by
Indian respondents) consider 'access to a global distribution network' and 'well-known
brands' as important resource motives compared to their developed country counterparts.

The comparative appraisal of these findings with prior claims and assertions is again
difficult due to three interrelated constraints: ( 1) Apart from Beamish ( 1988) there is no
prior study that empirically tested the claims of the separation of developed-developing
country motives. Irrespective of the host country of the IJV assessment, a vast majority of
studies have focussed on the views of IJV parents from developed countries only. For
example, studies by Tatolgu (2000), Fahy et al (1998), and Chan (1996) investigate the
views of western firms operating in Turkey, Hungary and China respectively.

The claims that developed and developing country IJV motives are different are based
largely on the empirical assessments of Beamish ( 1988). While Hyder ( 1999) has
proposed similar arguments, his study is based on a qualitative _investigation of four IJVs
only.

(2) The second constraint to comparative assessment stems from the changes in the
business environments of investigations. It is not possible now to test the claim that the
dominant motive of opting for an IJV structure by developed country IJV parents is to
meet the legislative requirements of the developing countries. The investment climate of
most developing countries has changed significantly. This study is conducted in a global
business environment that is considerably different from previous studies. Developing
countries are now more open to business with much fewer restrictions and barriers to
foreign investment in their countries. The foreign investment climate now in India, for
example, is significantly different from the periods when the earlier studies were
conducted. Prior to 1991 the IJV format was the most common mode of FDI in India.
Although IJVs continue to be a popular format of global investment in India, since 1991
it is not a legislative requirement for FDI in India (Lal and West, 1997, vii).
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As a consequence of policy changes in India and other developing countries such as
China and Russia, there is little basis now to test the claims of Beamish that one of the
key motives of developing country IJVs is to fulfill legislative requirements.

(3) The basis on which developed-developing country IJVs are classified creates further
difficulty in comparing these findings. Hyder's argument of motive disparity, for
example, is based on a different and somewhat erroneous basis of classifying developed
and developing country IJVs. According to Hyder (1999) the country of an IJV's
operations decides whether an IJV is from a developing or developed country. An

IJV

between Swedish and Indian parent firms operating in India, according to Hyder ( 1999),
is a developing country IJV and has distinct motives. By implication if it moved its
operations to Sweden or other developed countries, it then becomes a developed country
IJV with a different set of motives. While there may well be some differences in the
motives based on the country of operations, this is an improper basis to test the claim that
IJV parents from developed and developing countries have distinct motives. It seems
Hyder (1999) is seeking to investigate a different research question that relates to
differences of motives of IJVs operating in different countries rather than investigating
systematic differences between the motives of IJVs from developing and developed
countries.

The largely unconfirmed assertions that motives of developing country IJV parent firms
are different from their developed country partners, particularly in terms of 'seeking
access to technology and finances', receives no empirical support in this study. The
findings of table 4.52 above challenge the largely unsubstantiated claims that: (1)
developing country IJVs always seek financial and technological resources and (2) there
are well defined sets of resources sought by developed and developing country IJV
parents. Some forms of technology (production and distribution technology, for example)
are relevant for specific types of parents such as IJVs with unrelated goods. 'Seeking
production technology' is not relevant for IJV firms of the services sector. Similarly it is
also interesting to observe that 'financial resources', although rated as more important by
Indian and developing countries, is statistically not different from the group of developed
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country respondents. There is no indication of significant financial resources
complementing between developed and developing county parents.

The evidence of resource-seeking motives obtained in this study, for IJV parents from
developing and developed countries confirms that they are different but not along the
rigid pattern suggested in the literature or prior studies. It is reasonable to accei?t that
developed countries generally have better access and ownership of certain resources such
as technology. However they may not be relevant to every IJV parent and thus not
considered as a dominant resource-seeking motive of their developing country IJV
partners.

Based on the evidence of this study, it is argued that the research questions of whether
developing-developed country IJV motives are similar or different requires
reconsideration. A fresh approach is required as the global environment of investigating
this issue is significantly different from the research

environm~nt

when prior studies were

conducted. The peculiarities of IJV resource motives should be investigated in the new
global regime that is quite different from the times when an IJV was the only option
available to foreign firms and a 'technology transfer' clause was mandatory. Many
developing countries then believed that their local firms needed protection from multinational firms operating independently within their national boundaries. The participation
of foreign firms in local economic activities was desirable only to the extent that it
provided access to critical inputs that domestic firms did not readily possess.

In addition to the claims of distinct streams of dominant resources, the literature alludes
to a subtle yet significant pattern of 'resource dependence asymmetry' between the two
groups of IJV parents. The tone of prior studies implies that developing country IJV
parents are more dependent on the developed countries for access to critical resources for example, the arguments of Kale and Anand (200 I). While the findings of this study
confirm that resource preferences are different for some resources of IJV parents from
developing or developed countries, the composition of resource-seeking motives
indicates a very different picture of resource dependence. Going purely by the number of
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resource-seeking intentions of the two groups, it is clear that more developed country
parent firms are dependent on more resources of their local IJV partners. The extent and
complexity of resources sought by the developed countries confirm that mutual resource
dependence is unequal but the developed country IJV parents are at considerable
disadvantage compared to their developing country partners for IJVs to operate in
developing countries.

This study argues that the real issue that influences the extent of resource dependence is
not whether the IJV parent is from developed or developing background, rather that an
IJV parent is of either local or foreign origin. A local IJV parent firm, irrespective of the
developmental label, is more likely to have access, ownership and understanding of many
critical resources - mostly of an intangible nature - that emanate from its local
environment. IJV success in many host countries may not be so much reliant on the latest
production technology or access to financial resources but on good understanding of key
local participants and business processes. In such situations, lo_cal developing country
parents may be important contributors of such resources when IJVs are established in
their respective countries. As this study highlights, firm- or industry-specific resources
such as knowledge of customers, suppliers and competitors that are either socially or
culturally embedded, are often very important for foreign firms. There is therefore no
support for the perception that the resource-seeking motives of developing country parent
firms are more compelling. It was perhaps a valid assertion in pre-1991 India and other
developing countries when some of the prior studies were conducted.

4.8.4: Do IJV parents' complement resources: The claims of synergy due to resource
complementing made in the literature are compelling. Medcof (1997), Stafford ( 1994),
and Banai et al (1999) have argued that resource complementing helps to overcome the
resource inadequacy of IJV partners and creates synergy and competitive advantage.
Resource complementing- also known as 'strategic fit' and 'resource alignment (Das and
Teng, 2000, 49)- may exist for any resource type including 'distribution networks',
'production facilities', 'market knowledge', 'office space', or 'factories and workers'
(Beamish, 1988; Tallman and Shenkar, 1994).
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Despite the strong theoretical support for this view, the claims of complementing have
not been tested in a systematic manner. Ideally, the empirical assessment of the extent of
complementing could be best achieved by comparing the means of paired responses of
both parents of a specific IJV. The paired t-test would be appropriate to assess significant
mean differences of each resource importance for all IJV partners if adequate data was
available. As earlier acknowledged, this research is constrained by a lack of response
from all partners of a specific IJV: an alternative procedure is therefore developed to test
the claims of resource complementing in this study.

As earlier mentioned in section 4.70, in this research complementing is assessed by
considering a significant difference of 3 or more in the mean motive importance scores of
IJV parent firms.

Data analysis based on the stated criteria of complementing inqicates that despite the
claims made in the literature and an indication of strong support for the belief that,
'organizational synergy is maximized when IJV partners complement each other' (6.14),
the extent of complementing in this research is limited to a small number of tangible and
intangible resources. Table 4.53 indicates that IJV parents complement only seven out of
36 resources based on their countries of origins.

Table 4.53: Significant resource complementing between IJV parents firms

Resource
orri.:c prcmi'c'
Office prcmi'c'
Knowh:d!!C or market structure
Knowlcd!!l" of markl"t structure
Knowh:d!!~· of l"lllnp~.:titors
Knowledg~.: 11f comp~.:titors
Knowh:d!!l" of lo.:al rules
Knowledg~.: of llll·al rules
Knowledge of buyer behaviour
Knowledge of buyer behaviour
Local political contacts
Local political contacts
Local government contacts

Complementing IJV parents
India-Australia
India-US
India-Australia
India-US
India-Australia
India-US
India-Australia
India-US
India-Australia
India-US
India-Australia
India-US
India-Australia

Mean difference
-3.10
-3.21
-4.30
-4.31
-3.35
-3.60
-4.12
-4.90
-3.48
-3.05
-3.36
-4.06
-3.70
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I Local government contacts

I India-US

-4.40

The propensity of complementing is higher for intangible resources (six out of seven
reported in table above) with 'knowledge' and 'contact' resource groups fulfilling the
requirements of the stated criteria of complementing. The pattern of complementing
(indicated by the negative signs) is also significant in terms of a bigger contribution of
resources made by local rather than foreign IJV parents. The resource seeking of foreign
parent firms, particularly from developed countries, is consistently high on the entire
"range of resources highlighted in table above.

Empirical benchmarks are limited to compare these findings with the evidence of prior
studies. Kale and Anand (2001, F5) recently suggested that resource complementing in
India takes effect in a special way. They argue that foreign IJV firms provide downstream
resources such as (1) knowledge of key participants and processes and (2) contacts with
key players. Indian firms, on the other hand, seek upstream resources such as access to
technology. While there is some support for the claim that developed country IJV parents
seek intangible resources such as the knowledge of key participants, the specific claims
of Kale and Anand could not be tested in this study due to a lack of operational
definitions of up- and downstream resources. It is difficult therefore to confirm the
validity of the claim that there is complementing of up- and downstream resources
between foreign and Indian IJV firms.

The argument of resource complementing is also put forward by Wong (1998, 7) based
on a qualitative assessment of one IJV. The IJV parent from Hong Kong sought
distribution technology and the Japanese foreign partner was motivated by the desire to
access to prime location of distribution real estate in Hong Kong (Wong, 1998).

Findings of resource complementing based on the empirical assessment of this study
challenge the undifferentiated ambit claim of resource complementing made in the
literature. Based on the available evidence it is argued that complementing does not
necessarily extend to all possible resources used by an IJV, particularly the claims of
technology, finances and up- or downstream resources. The nature of resource
161

complementing is likely to be dictated by other factors such as the industry sector, prior
experience of host country and host country natural resource endowment. Although
assessment of 'supplementing' is not an issue of investigation in this study, it is worth
exploring in future assessments of IJV motives.
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CHAPTER 5: DISCUSSION FINDINGS AND CONCLUSION

5.1.0: Introduction: Analysis of data and interpretation in chapter 4 considered the
importance of resource motives in the context of (1) key research issues and (2) the
,. findings of prior studies of IJV motives. The key resource motives reported earlier are
now explained in terms of the framework of the resource-based view (RBV) of the firm.
RBV argues that resource importance is driven by the perceived capacity of resources to
generate competitive advantage for a firm. According to Barney (1991) resources that are
considered as valuable, inimitable, immobile and lack strategic substitutes are more likely
to be sought by IJV parents.

This section considers the motives of IJV parents in the deregulated business
environment of India. The resource importance of the IJV parent firms is interpreted in
the context of the Indian market that is significantly changed in the last decade to attract
FDI. While it is not the intention of this study to explore the underlying reasons of all
resources that are important in Indian markets, this section will explore the relevance of
RBV logic to understand the key resource motives of different IJV parent firms reported
in chapter 4. The findings of this study, particularly those of important resources, are
considered in the context of attributes suggested by Barney ( 1991 ).

While both tangible (property) and intangible (knowledge based) resources are important
for any business, this study demonstrates that not all resources are of equal or similar
importance to all IJV partners in their decision to set up IJVs in India. There is sufficient
evidence provided in this study to indicate that intangible resources are more important
resource motives than tangible resources, particularly for non-Indian IJV parent firms.
The 'knowledge' and 'contact' resources in particular emerged as key sets of resource
motives of foreign IJV parents. A limited number of property-based tangible resources
were also reported as significant resource-seeking motives.
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In addition to the discussion of the resource-based assessment of important motives, this
chapter will also provide (1) a summary of the key findings, (2) limitations of the study,
(3) areas for further research, and finally (4) a conclusion of the study.

5.1.1: Intangible resources: As earlier stated in this study, proportionately more
intangible resources emerged as important motives of non-Indian IJV parent firms.
Despite being fungible and mobile, the value of many intangible resources is driven by a
lack of strategic substitutes. Some of the specific intangible resources are now assessed.

5.1.1.1: Knowledge based resources: Findings of chapter4 suggest that non-Indian firms
are at a distinct disadvantage in terms of their understanding of key industry players in
India including the knowledge of: (I) market structure, (2) supplier practices, (3) buyer
behavior, and (4) competitors. The importance of resource

mot~ves

is particularly strong

for foreign firms with no prior experience in India. For this group of IJV parents a lack of
'knowledge' of key business participants is often a source of competitive disadvantage.
As the knowledge of key participants such as customers and suppliers is often embedded
in social networks and firm-specific, it cannot be easily imitated or substituted in the
short time period with other alternatives such as the internal development of such
knowledge or acquiring it from open markets.

Indian firms however do not suffer from knowledge deficit in these aspects due to their
familiarity and continuous proximity to the local business environment (interviewee #I).
According to Hymer ( 1976, 34 ), local firms tend to have an advantage over foreign firms
in local information resources. The findings of this study support this observation.
Furthermore, Indian family business groups, unlike most foreign IJV parents, have the
capacity to switch knowledge resources within different units of their own business group
(Manikutty 2000, 287), which is also helpful in avoiding any knowledge difficulties with
the operations of IJVs in India.
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In relation to the motives of IJVs, non-Indian parents view IJVs as a vehicle of sharing
critical knowledge whereby they access the knowledge of the local parents rather than
learn or acquire the knowledge. The stock of specialised knowledge of local parents does
not permit quick absorption or acquisition in the short term ..

Apart from the impact of being Indian or non-Indian parents, the study also indicates that
the extent of knowledge dependence of foreign IJV parents is also influenced by their
,. earlier business experience in India. As reported earlier, foreign firms with 'prior
business experience in India' consider knowledge resources as less important motives
compared to firms with no prior experience. Makino and Delios, (I 997, 377) have argued
that knowledge acquisition results from local operating experience and leads to less
knowledge dependence on partners. US firms with substantial business experience in
India consider the knowledge of key participants as a less important intangible resource
compared to the Australian firms that are relatively new to the Indian business
environment.

Although this research made no attempt to assess the relevance of the prior experience of
IJV parents, it will be useful to investigate relevance dimensions including the duration
and industry of prior experience. As stated in section 1.3, since 1991 the business
environment in India has seen many changes. There have been major changes to policies
and rules governing foreign investment in India. Some of these changes have also
impacted on business practices in India. It is likely that some accumulated experience of
the pre- I 99 I era may not be relevant to the post-1991 business environment. This may
well have implications for the resource-seeking motives of both Indian and non-Indian
firms.

The knowledge-seeking motives of a small group of foreign IJV respondents from
Australia is unusual and merits some scrutiny. The desire of this group to seek
knowledge-based resources was very similar to Indian IJV respondents. The follow-up
interviews revealed that these respondents are ethnic Indians. They were born in India
and had migrated to the foreign countries of IJVs (Australia). While they agreed with the
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complexity of the Indian business environment, their preparedness to meet these
challenges is similar to the response of an average Indian IJV respondent. These foreign
respondents maintain considerable personal, professional and business networks in India
despite their foreign residency. The strength of the knowledge-related resources of this
small group is quite different from other non-Indian respondents.

This finding, although inconsistent with the overall importance of knowledge-based
• resources reported by foreign IJVs, calls for further investigation into the effect of
'ethnicity' as a moderating factor of resource importance in IJV formation. It seems by
recruiting ethnic Indian professionals, foreign IJV firms are making an attempt to reduce
their dependence on local (Indian) IJV partners for knowledge-based resources.

5.1.1.2: Contact based resources: Two sets of factors seem to drive non-Indian IJV
parents to seek the contact-based resources of their local partner.s in India: (I) the
administrative inexperience of non-Indian firms in doing business in the deregulated
environment in India which can result in mistakes, suspicion and frustration among many
foreign investors (Vachani, 1997, 176), (2) the weakness and inefficiency of public
institutions such as government controlled financial institutions, government regulatory
authorities and bureaucratic structures which are a common feature of emerging
economies like India (Khanna and Palepu, 1997). In a business environment dominated
by these factors, the role of politicians and bureaucrats assumes increased importance.
Contact with this group is seen by many as a way to overcome both the inefficiency of
the public institutions and lack of administrative experience. 'Contacts' in this context
assume the status of tacit resources that are valuable and a source of competitive
advantage.

While 'contacts' as key resources is not assessed in prior literature, interviews in India
provided interesting leads into their meaning and interpretation in the Indian business and
social context. According to (interviewee #7) 'contacts' represent a complex network of
personal relationships that have the capacity to achieve a specific outcome. In India,
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contacts go beyond the limits and expectations of professional relationships. Some of the
features of 'contact-based' resources are similar to knowledge-based resources. These
resources are also embedded in the social network of host country business and industry
environments. Contacts, however, go far beyond the notion of knowledge, which is an
essential but insufficient ingredient of a valuable contact in India.

As an intangible resource, contacts are valuable, exclusive and difficult to imitate in the
• short to medium term. Most contacts are embedded in individuals that occupy positions
of power and may be subjected to decay and instability. As these individuals move on;
the established contacts may disappear or lose their value. New contacts may be required
to replace old, obsolete and redundant contacts. The route of developing valuable
contacts in India is often complex as it may involve the use of certain practices that are
often perceived as unethical by many foreign firms (interviewee #7). Seeking local
partners that either have established contacts or have the capacity to develop valuable
contacts thus is important for many foreign firms.

While non-Indian expatriate managers appointed by the foreign IJV partners develop
their own contacts, these contacts often do not extend to the local politicians, bureaucrats
and trade union officials who wield considerable clout in the local affairs of any
organization in India. Many expatriate managers do not have the necessary skills,
inclination. or desire to develop this type of contacts. Contacts are a valuable but
imperfectly mobile resource. Given the complexity of creating and maintaining contacts,
it is not surprising therefore that 'contact' based intangible resource motives are
important for many non-Indian respondents.

5.1.1.3: Technology: Prior studies have consistently reported the desire of IJV partners
from developing countries to access western technology as one of the key motives
(Hyder. 1999. 446). As codified knowledge, technology as a resource is rare, fungible
and capital intensive (Kale and Anand, 2001, F2) and therefore a source of competitive
advantage for firms.

167

The importance of technology indicated by Indian firms in this study is inconsistent with
the arguments of Hyder (1999), Beamish (1988) and others. Although Indian firms
believe that they do not have the latest production technology (refer to section 4.6 on
justifications of motives), in this study 'technology' related resources are not reported as
a key resource motive either by local or foreign IJV parents. Seeking foreign technology
is not an important resource motive of many Indian respondents. This is surprising and
unexpected, given the fact that the foreign parents in this study come from technology'" rich environments and thus a potential source of accessing technology.

Part of the explanation of the above finding was obtained through post-survey interviews.
The relevance of technology is helpful in understanding this significant shift. For
example, technology in areas such as distribution is considered of limited value in the
Indian environment. As interviewee #6 observed, "Some types of technology such as

distribution technology of the west have low appeal for Indian markets for two reasons:
consumers are not ready for it and there is a lack of corresponding infrastructure for this
technology in India. It is not seen as a valuable business input in the present business
environment". Similarly the multiple sources of technology that are now available to
Indian IJVs have made it as less rare resource with easy access to strategic substitutes.

It is pertinent to observe that while a majority of Indian respondents agree that they do
not have the latest technology, the views of the respondents from the IT sector are very
different. Follow-up interviews with the small group of Indian IJV parent firms indicated
their strong belief of being at the forefront of the leading edge IT technology which is at
par with the best anywhere in the world. Although no foreign IJV partners indicated
technology-seeking as a motive, it would be interesting to see if access to technology can
be a motive of non-Indian or developed country firms in specific sectors such as the IT
sector of the Indian economy in which Indian firms enjoy a high degree of global
competitiveness.
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5.1.2: Tangible resources: Property-based tangible resources are different from
intangible resources. Most property-based tangible resources are immobile and often
have strategic substitutes. These resources are often tied to a specific location. The value
of these resources is often associated with their location advantage. In this study,
compared to intangible resources, a much smaller set of tangible resources is reported as
important by Indian and non-Indian IJV parents alike. A key attribute of these resources
is that generally they can be procured from open markets without any significant
A

dependence on the local IJV partners' knowledge or contacts.

5.1.2.1: Financial Resources: There is little argument to contest the importance of
financial resources for any firm. It is a valuable resource for Indian and foreign IJV firms
alike. However, it is more mobile than other property-based resources. Although not all
foreign partners are cash rich, they are often in a stronger position to provide access to
hard currency, which is not always easy for Indian firms (interviewee #1 ).

Financial resources, particularly in hard currency, therefore exhibit traits of inimitability,
rarity and also lack equivalent strategic alternatives in many developing countries like
India. Manikutty (2000, 281) has argued recently that as a consequence of deregulation
and increased competition in India there is likely to be much easier access to financial
resources that historically had restricted access. The available evidence in this study,
however, suggests that at aggregate level, it continues to be an important resource motive
for many Indian IJV parent firms- which is consistent with the claims of earlier studies
that financial resources are an important resource for developing country IJVs (Fahy et al,
1998; Tatoglu 2000). However, non-Indian IJV parents view this as a motive of low
importance.

5.1.2.2: Office Premises: In this study, office space is one of the few tangible resources
considered important by foreign IJVs. The overall scores indicate that non-Indian parents
generally consider it as a valuable resource. However it is more important for Australian
firms compared to US respondents. It is also important to IJVs with no prior business
experience in India.

169

The importance of this resource motive seems to be influenced by the perception of a
general lack of business infrastructure availability in India. The inadequate availability of
strategic substitutes seems to augment the value of 'office premises' as a resource in the
key business centres of India. Despite the rapid economic expansion in recent years, there
seems to a general dearth of commercial office space in most major commercial centres
of India. Vachani (1997, 177), for example, has argued that a lack of good quality
..business infrastructure including office space is a contributory factor to India's slow
economic growth. Similar views were also expressed by interviewee #5, .. "The new

developments in places like Gurgaon in Delhi and Navi Mumbai in Mumbai provide
some respite to rent or purchase office premises but these places are too far away from
the historic commercial cellfres of business and commerce such as Connaught Place in
New Delhi and Churchgate and Nariman Point in Mumbai". Further, according to
interviewee #8 "while the new commercial complexes are less expensive they are not

serviced reliably in terms of electricity, water and transport facilities".

From the resource-based perspective, the importance of 'office premises' as a key
tangible resource in India can also be assessed in the context of two distinct attributes:
location and decor of the office premises. While decor of office is often imitable, location
of the office is unique and capable of creating competitive advantage, as strategically
equivalent alternatives are limited in India.

The importance of this resource also varies with the industry sector of IJV firms. While it
is not critical for IJVs from the manufacturing sector, it is often more important for
services sector organizations in India (interviewee #2). A sizeable number of foreign
respondents from the services sector indicate the need for this resource, perhaps as an
appropriate site for 'front stage operations'.

5.1.2.3: Production Facilities: While it has been suggested that property-based resources
are generally less important due particularly to their lack of exclusivity, this does not
I
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seem to be the case for production facilities in India. It appears that the Australian IJV
firms believe that quick access to an IJV partner's production facility will be to their
advantage. As mentioned by interviewee #2, "Immediate access in India to 'production

facilities' that do not require significant technological upgrade and financial commitment
is helpful in establishing a strategic market presence". It appears that while in most
cases, the overseas partners have (1) access to often superior production facilities in their
home countries, and (2) often have the financial capacity to set up new production
..infrastructure in a new business environment such as India, they prefer to opt for the
facilities of their Indian partners as a way of avoiding the delays associated with the
Indian bureaucracy and long gestation period in India. While home country production
facilities are a valuable resource for foreign firms, they are imperfectly mobile and of
limited value in India.

5.1.2.4: Distribution infrastructure: This study considers both the tangible and
intangible components of distribution functions separately. According to Kale and Anand
(200 1), property-based tangible resources associated with distribution infrastructure are
critical for foreign firms operating in India. While there is considerable support for this
proposition in the literature (Lal and West, 1997; Tatoglu, 1998), it is interesting to note
that a large proportion of the foreign respondents in this study do not seek distribution
infrastructure resources such as warehouses, retail outlets and sales staff from their local
IJV partners in India.

This is inconsistent with the overall trend suggested by prior studies in other country
contexts. It is however consistent with the strongly held belief of non-Indian parent firms
that it is not expensive to set up distribution infrastructure relevant to their needs in India.
As the respondents' profile suggested, a large proportion of IJVs are from the services
sector and target the business buyers rather than ultimate consumers. While the tangible
aspects of distribution infrastructure are not considered important, the intangible aspects
of the distribution function, including the knowledge of consumers and suppliers, are
considered more important by non-Indian firms. The 'industrial sector' and 'extent of
prior experience' of respondents are helpful in understanding this pattern of resource
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importance. A large number of firms that consider tangible resources as less important
are from the services sector. Distribution as a marketing mix variable is quite distinct for
services compared to goods (Lovelock et al, 2001, 215). The notion of warehouses,
dealers and distributors is not so significant for these firms.

The importance of a 'global distribution network' as an important resource motive of
Indian IJV firms is indicative of their desire to be able to expand their activities in other
.global segments at some stage in the future. For Indian firms, a global distribution
network consists of both tangible and intangible attributes, which they may not be able to
establish on their own (interviewee #3). From the viewpoint of Indian parents, IJVs
provide an avenue to lock-in the foreign firms to their international connections.

5.1.2.5: Role of resource attributes: As earlier reported, IJV resource motives,
particularly of non-Indian firms are dominated by complex intangible resources that are
embedded in the social routines and cultural values of individuals, industries and
organizations. As each IJV firm is dependent on a unique set of resources, this dictates
the specific resources that IJV parent firms seek in other partners. The portfolio of
multiple resources often includes firm- or industry-specific resources that are imperfectly
mobile or imitable for parent firms. While tangible resources enjoy near perfect legal
protection, intangible resources such as codified resources are often vulnerable to local
abuse and misappropriation. Many foreign firms prefer to opt for a majority stake in the
IJV ownership as a way of protecting their intangible resources including intellectual
property in India. The need to protect these resources is further enhanced to the extent
that imitation of intangibles may be possible due to inter-organizational learning.

Both local:and foreign IJV partners seek to benefit from the IJV governance structure in
their own ways. For example, one of the concerns of foreign firms to operate
independently in India is the possibility of cheating or misappropriation of intangible
resources that are not easily protected. According to interview #4 .. "in many industries

there are ineffective deterrellts to such behaviour in India. Making use of local IJV
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partners' contacts is seen as a way of protecting against the opportunistic behaviour of
unscrupulous operators".

The decision making process of IJV formation becomes closely linked with the
assessment of the resource profile of IJV parent firms. Parent firms assess the resource
requirements against their current resource stock and seek a unique portfolio of resources
that have value-creating potential for the IJVs. An IJV structure facilitates the business
.operations as it augments the overall stock of critical resources that parent firms lack
individually. It guarantees timely access to critical tangible and intangible resources in
accordance with their requirements.

In addition to understanding the uniqueness of resource importance in India, the RBV
better explains the possible reasons through the logic of resource attributes and their
capacity to create competitive advantage. The foregoing explanation of the resource
importance provided in section 5.1 demonstrates the superior capacity of RBV to
differentiate the resource motives of different IJV parent firms operating in India. The
resource-seeking motives are more clearly identified through the RB approach compared
to the behavioral, strategic and TCA approaches. The specific resource-seeking motives
that are dictated by the structural and strategic characteristics of IJVs and IJV parents
relate to the IJV governance structure only.

5.2.0: Summary of Findings: As perhaps the first attempt to assess IJV motives from a
RBV, this study has revealed many interesting aspects of the motives of IJV formation.
Many findings question the views and claims made earlier in the literature. The study
highlighted the importance for a variety of resources of IJV parent firms in India. As
expected, not all types of resources were similarly important for non-Indian and Indian
IJV partners. Further, not all structural characteristics influenced the resource motives in
a similar way. As demonstrated in earlier sections of this chapter, the research findings
are significantly different from the previous researchers including the three recent studies
of IJV motives by Tatoglu (2000), Banai et al (1999) and Hyder (1999). In brief, the data
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indicated several distinct trends and patterns of IJV formation and resource motives in
India. In summary, this research is based on a distinct group of participants that
demonstrates the following:
•

Indian IJV parents dominate the respondents of this study. Slightly more than half
are from the services sector and almost 60% of respondents are small in size.
Larger organizations are predominantly involved with the manufacturing sector.

•

While 50% of Australian firms indicated a lack of prior business experience in
India, overall more than 70% of the respondents had prior experience of doing
business in India. An IJV governance structure is new to almost two thirds of the
participating firms.

•

Collectively 80% of the respondents had similar or related products for the IJV.
The proportion of foreign firms with unrelated products was much higher
compared to local firms.

•

Non-Indian firms indicate a higher incidence of a majority equity stake in IJVs. A
minority stake is the least preferred equity option. Proportionately more Indian
services sector firms belong to this group.

•

Most respondents target business buyers in India compared to the end users or
ultimate consumers. Almost all manufacturers target business buyers.

•

Based on the aggregate scores the most important tangible resource motive of IJV
parent firms is 'financial resources' while 'retail outlet' is the least important.
'Skills and competence of managerial staff' is the most important intangible
re~ource

•

and 'trade union contacts' is the least important intangible resource.

Overall resource importance is moderated by a variety of strategic and structural
factors. The moderating impact of structural and strategic variables on resource
importance, however, varies quite significantly. Country of origin and prior
experience in India statistically separate more resources than any other strategic
or structural factor assessed in this study.

•

Resource importance is influenced by the demographic, structural and strategic
characteristics of parent firms. From the eight factors that are considered, the
'country of origin' of IJV parent firms and 'prior business experience in India' are
the two most important variables that influence the resource importance.
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•

The impact of strategic and structural factors on resource importance is widely
spread on a large number of resources. Disaggregation of overall scores indicates
that IJVs with prior business experience do not consider 'distribution' and
'promotion' infrastructure as a key resource motive. 'Office premises' is an
important motive of firms that have entered Indian market for the first time.
Similarly 'knowledge' and 'contacts' resources are the most important intangible
resource motive of firms with no prior business experience in India.

•

The moderating impact of variables including 'prior experience with IJV
strategy', 'product-service relatedness of IJV and parent firms', 'number of full
time employees', 'industrial sector' and 'ownership' is limited to a small number
of resource motives.

•

Apart from the individual influence of variables, resource importance is also
significantly influenced by the interaction of 'country of origin' and 'prior
experience in India' variables.

•

Contrary to the claims of unique motives of developed and developing country
IJV parents, the statistical separation of resources for the two groups is limited to
a small number of resources. The support for the proposition that resource
motives of IJV firms from developed-developing countries are different is limited.

•

Resource complementing is less pervasive than proposed in prior literature.
'Knowledge' and 'contact' resources dominate the incidence of resource
complementing for developed and developing country IJV parents.

•

In terms of country-specific resources, Indian firms seek far fewer resources than
foreign firms. Important resources of Indian firms include: access to international
distribution infrastructure, access to patents and global brands.

•

The two most important tangible resource motives for Australian firms are to
access the (1) 'production facilities' and (2) 'office premises' of their Indian IJV
partners. Similarly 'knowledge' and 'contact' resources are important intangible
resources for Australian firms. This was particularly pronounced for firms with no
prior local business experience in India.

•

There is significant similarity between the resource importance reported by US
and Australian firms.
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5.3.0: Limitations and areas of further research: Despite the concerted effort to
maintain methodological rigour in primary data collection and analysis, it would be
misleading to claim that there is no scope for improvement and no other explanation of
resource motives in India is possible. The results of this study are best interpreted with
caution in the context of the limitations of the study. Although some of the results are
,. consistent with the speculations of Das and Teng (2000), the overall findings should
consider the following factors in making a judgement about the resource motives of IJV
formation in India:

•

Although the sample size of this study is much better than most prior studies on
IJV motives, it imposed limitations on performing more rigorous statistical tests
and analysis. The statistical significance of resource importance, for example,
within the non-Indian sub group of respondents could nGt be assessed. Similarly,
although desirable, it was not feasible to assess the impact of 'prior experience in
India' by excluding Indian parent firms due to small data sets.

•

The limitations of sample size make it difficult for current findings to be
generalised to other developing-developed country scenarios. While India is
classified as a developing country and shares many economic features expected
of a developing country, it can hardly be regarded as a representative of all
developing countries. It demonstrates many features not commonly associated
with a typical developing country such as niche areas of technological and
engineering excellence.

•

Small sample size, particularly the low response from the largest FDI partner of
India- the US - also imposes constraints in understanding the resource motives of
IJV s in India. The limited data of US participants, however, is a useful starting
point to extend this line of enquiry in India with its other leading international
trading partners such as the UK. It also opens research avenues to address the
research questions in other developed-developing country scenarios.
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•

A lack of response from all IJV parents of each IJV limited the systematic
assessment of issues such as the 'extent of complementing'. The question of
resource- and motive-complementing is assessed through a procedure that is not
ideal to make a firm quantitative judgement. The extent of complementing would
be best assessed by considering the response of matched IJV dyads- not an
aggregated response of all IJVs as used in this study as a compromise solution.

•

This study assumed that IJVs set up in India targeted the domestic Indian market
perhaps as part of a multi-domestic strategy. However, the post-survey interviews
indicated that many IJVs in India these days are established as part of a global
strategy (Anand et al 1997, 328). Automobile, software, IT solutions and
electronic industries are good examples of this strategy. The resource
contribution, expectations and motives of IJV parents in such situations are likely
to be different and need to be assessed differently. In addition to assessing the
impact of the strategic variables used in this study, there is also a need to
consider the possible role of the 'nature of global strategy'.

•

While there was reasonable opportunity to conduct post-survey follow-up
interviews with a small group of respondents from India and Australia, no
interviews could be conducted with the US respondents. This is a significant
limitation in the context of the role and importance of the US IJV parent firms in
India.

•

The sampling frames used in this research leave room for improvement. While
the Australian list identified the mode of market entry by Australian firms into
India, the US list did not specify if IJV was the mode of their operations in India.
While this may help explain the limited response of US firms, it limited the
analysis and interpretation of data.

5.4.0: Areas of further research: This research has raised new questions as it attempts
to answer the key issues of resource importance, resource complementing and the
motives of IJV parent firms from developing-developed countries and Indian and nonIndian backgrounds. Limitations of the study suggest two interrelated future courses of
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action ( 1) areas of methodological improvement, and (2) areas of further research and
investigation related to IJV motives. There is need to extend this research to other
country-specific scenarios to test the validity of RBV as an alternative approach to
investigate IJV motives. Further research effort is required to consolidate the
understanding of IJV motives. The following issues should be assessed:

•

Questions remain as to the role the ethnicity of key IJV respondents plays in
shaping resource importance. Countries such as the UK and US have a significant
number of ethnic Indians. British and American firms operating in India have a
considerable international workforce including expatriate Indians working in
India. It would be valuable to assess the role of 'ethnicity' of respondents as a
potential moderating variable.

•

Although data reduction techniques such as factor analysis is often a useful
method of analyzing the latent trends of a data set, it produced mixed results of
limited value for data reduction. It became clear at the interview stage that there is
indeed scope to further refine some of the resource categories used to assess their
importance. Instead of discussing the 36 resources individually it would be much
easier to address the discussion to a smaller and more manageable set of resource
factors.

•

This study employed a cross-sectional research design to assess the resource
motives of IJV parents from different countries. Future research may consider the
use of other appropriate methodologies such as in-depth interviews or a case study
approach to track the resource importance of IJV-specific dyads.

•

There is scope to assess the resource motives in specific industries in which a
country may enjoy higher levels of international competitiveness such as the IT
industry in India. The industry-specific factors need to be accounted for in
sufficient detail. It seems likely that such IJVs would also have different motives
and expectations to their foreign partners in India.

•

Some of the key variables, including complementing, supplementing and
upstream and downstream resources, have not been operationalised prior to this
study. There is need to (1) validate the 'complementing' construct developed in
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this study, and (2) to develop precise and valid measures of other constructs. This
would be an essential step in any effort to replicate and extend studies of IJV
motives based on the RBV.
•

It would be valuable to assess the resource motives of IJVs formed between
developing country parents only.

•

Lastly, to extend the RBV in assessing IJV motives, it would be essential that
future researchers have access to a valid and reliable scale to measure 'resources'
in cross-cultural settings not restricted to the English-speaking environments. The
scale will need to demonstrate cross-cultural conceptual and operational
equivalence. It will be an essential element of future studies that may involve
other developed and developing countries from non-English speaking
environments.

5.5.0: Contribution of the research: Despite the limitations stated earlier, this study has
made a significant contribution to our understanding of motives of IJV formation. This
investigation is particularly significant in the Indian economic environment that is
substantially different from India's insular orientation of pre-1991. The study is also
significantly different from prior studies on IJV motives on many key aspects and makes
contributions in a range of areas:

•

One of the key contributions of this study is that it extends the existing research
by introducing a new perspective, namely the resource-based view of the firm.
Prior literature on IJV motives is fraught with multiple and often overlapping
perspectives. Unlike the studies of Glaister, Tatoglu, and Banai, this study uses
the RBV to assess the motives of IJV formation of parent firms mostly from India
and Australia and to a lesser extent from other countries including the US. The
use of the RBV approach is helpful in terms of avoiding the problems associated
with the multiple theoretical paradigms used in previous studies.

•

Unlike earlier studies that have failed to differentiate between the motives of IJV
and FDI, this study has focussed explicitly on the motives of IJV formation
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between Indian and other firms, mostly from developed countries. The resource
motives refer specifically to IJVs compared to the motives of FDI or
internationalisation.
•

The contemporary literature on IJV motives is dominated by studies on developed
countries. Yan and Gray, (1994) have argued that research on IJVs in developing
countries has been limited and it has largely focused on the interests of foreign
firms, treating the local firms as passive providers of relief from local customs,
biases and regulations. This study has made an attempt to address the gap in our
understanding of IJV management by considering the view of IJV parent firms
from both developed and developing countries.

•

This study also makes an attempt to overcome the problems of motive assessment
exclusively from either developed or developing country perspectives. Resource
motives in this study are assessed from the perspectives of both non-Indian and
Indian firms simultaneously.

•

While most prior studies have not considered the impaet of structural variables
on motives, for the first time this study has systematically assessed the impact of a
wide range of strategic and structural variables on resource motives of IJV
parents.

•

Apart from making a contribution to our understanding of IJV motives, the
findings of this study also have significant public policy implications in India.
Given that many of the resources are considered important by foreign firms in
doing business in India, these finding can be used as an important cornerstone of
national policy in terms of delivering the resources that are indicated as important
hy foreign firms and promoting their availability in India.

•

The study also addresses a critical oversight of prior studies by proposing a
working definition of 'motive'. It will be most helpful in avoiding the multiple
interpretations that have contributed to the enormous difficulties in synthesising
prior studies of IJV motives.
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5.6.0: Conclusion: A growing number of IJVs are formed between firms from developed
and developing countries (UNCTAD, 2002), locating in the latter to take advantage of
their markets and supply of cost effective business inputs. While IJV motives have been
assessed mostly in developed country environments, studies that target developing
countries are limited. This study attempted to fill in the gap in our understanding of the
motives of IJV formation in India.

To the researcher's knowledge, this is the first attempt to empirically assess the motives
of IJV formation from a resource-based view or perspective (RBV) in India. Although it
does not make a claim of offering a comprehensive explanation of resource motives in
the global context, nonetheless the study offers several useful explanations.

On the whole this study has made a valuable contribution to our understanding of IJV
formation in general and also with specific reference to India. It highlights that IJVs with
local partners are established to access a wide range of resources. The RBV approach
used in this study also questions the relevance of generic resource motives implied in
previous studies. The motives cited in prior studies have limited practical relevance due
to the unique business environment of India since its de-regulation in 1991.

It is evident from the findings that there are significant differences between the resource
motives of firms from India and overseas, particularly the Australian respondents. The
findings also indicate, perhaps to a lesser extent, that there is a distinct pattern of resource
motives for firms from developed and developing countries. These findings challenge the
propositions of management and marketing literature that some resources are more
important than others irrespective of their industries, size and country of the origin. The
universality of motives thesis is untenable as there are many potential causes of resource
munificence or inadequacy that cannot be accounted for easily in advance. This research
argues that it is possible to use the RBV to identify a specific set of resources that would
be desirable for an IJV at a given point in time. As earlier argued, there are considerable
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differences within markets of developed and developing countries that lead to differences
in the motives of IJV formation.

It is likely that the reported resource motives in India may be re-aligned in future for both
Indian and non-Indian groups as a result of developments including: (1) new policy
initiatives on foreign investment implemented by the Indian government, (2) acquisition
of local knowledge by foreign firms through learning, use of local staff and establishing
A

firm-specific networks of affiliates in India, and (3) an increased global business
orientation of Indian firms.

The policies of host governments are particularly important in conducting international
business (Vachani 1997, 166). For example, the planned move to make the Indian rupee a
fully convertible currency is likely to encourage foreign firms to have a more permanent
presence in the local market through investment in non-redeployable property-based
resources such as the office space and production facilities of the IJV partners. With
continued exposure to Indian markets it is likely that a new set of intangible resource
motives may become more important than the ones reported in this study.

The successful implementation of knowledge acquisition strategies and systematic
participation of foreign firms in the Indian business environment is likely to assist foreign
firms to overcome the knowledge resource deficiency. Culturally complex business
practices may become less intimidating to both Indian and foreign firms. As a
consequence, many IJVs may move into more independent and challenging governance
structures such as greenfield investment through a wholly owned subsidiary.

Many foreign firms from the developed world are making an attempt to move away from
the dominant focus of economic efficiency towards the increasingly important role of
social organizations in conducting business. Considerable evidence has emerged in recent
years supporting the claim that as a consequence of overcoming the resource deficiency
in key areas, many IJVs are moving into more independent and challenging governance
structures. Thirty IJVs obtained permission from the government to convert the IJVs into
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wholly owned subsidiaries. Prominent among them are Otis Elevators, Sara Lee
corporation, Scotia Finance, Carrier Aircon and ABB Holdings South Asia (Business
Line, 200 I). One could argue that these IJV s have acquired sufficient intangible
resources, particularly knowledge and contact based resources, to independently manage
other resources including the non re-deployable resources that many foreign firms seem
initially reluctant to commit. As the policies of the Indian government continue to
become more favourable for foreign investment, foreign firms are more likely to fund a
large proportion of non re-deployable property based resources.

This research argues that IJVs are not motivated to seek the generic benefits- such as
'access to markets' - indicated in tables 2.2 to 2.4. These objectives can be achieved by
other market entry modes as well. The motives of choosing IJV as a governance structure
are conditioned by the IJV parent firms' desire to seek resources from either other IJV
partners or the IJV environment that are scarce, valuable, inimitable and lack strategic
substitutes.

In conclusion, based on the findings of this study, it is argued that the RBV provides a
more comprehensive and satisfactory explanation of the motives of IJV formation in
India.
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Appendix A

NTU
North ern
Territory
University

ABN 54 093 513 649

Dear

Request for information for academic research
We have obtained your contact details through an Austrade publication of the Australian High Commission,
New Delhi, India. We assume that you are (I) currently involved in conducting business in India, (2) intend to
do so in near future or (3) have done business in India in recent past.
The attached survey is a part of an academic research conducted towards the partial fulfilment of the
Doctor of Business Administration (DBA) Program.We wish to assure you that your response (views) will not
be revealed to any individual not connected with this research.
Please complete the attached questionnaire OR pass it on to others in your organization, if you consider that
they may be more appropriate in completing it. Most questions do not require referencing any files or documents.
It takes about IS minutes to complete this survey. While we are making every effprt to directly contact other
parent firms of this IJV. we would greatly appreciate if you could also forward the extra copy of this survey to
them. The completed survey may be returned directly to us.
The key objective of this exploratory research is to assess the factors that motivate organizations to
establish 'international joint ventures' (IJV) to operate in India. The research intends, in brief, to (I) Explore
what factors motivate organizations to choose IJV and why? (2) Assess if there are any similarities and/or
differences in the motives of different partners of an international joint venture operating in India.
We will be happy to provide a copy of the summary of the findings once the research is completed. Please
indicate if you wish to receive a copy.

Casuarina Campus
Ellengowan Drive
Casuarina
Postal Address
Northern Territory
University

For your convenience a pre-paid addressed envelope is included for you to return the completed questionnaire.
We will be happy to answer any questions or queries that you may have regarding this survey.
Thanks again for your cooperation and assistance.Your response within 14 days of receiving this questionnaire
is well appreciated.

Darwin NT 0909
Australia
Telephone
(08) 8946 6666
Facsimile

~~k~

-------

Rajeev Sharma
DBA candidate
Faculty of Law Business and Arts
rajeev@business.ntu.edu.au

(08) 8946 0612

Pascal Tremblay
Associate Professor
Research Supervisor
Faculty of Law Business and Arts

IT TAKES ABOUT 15 MINUTES TO COMPLETE THIS SURVEY.

CRICOS Registered
Provider# 00300K
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Instructions
The following information will assist you in completing this questionnaire.

How to interpret the key terms?
International Joint Venture (IJV): An IJV is created by two or more independent organizations that decide to
cooperate and establish a new business entity. The participating organizations come from different countries.
Motive of IJV:According to the resource-based view of IJV formation, international joint ventures are created so
that the participating firms are able to access the resources of other partners that they either do not have or find
it difficult to acquire in the short time frame.
Resource: For this research a broad definition of the term 'resource' is used. It includes all tangible and intangible

resources (assets) that are essential to run a business.
~

How to answer the questions?
Different format of questions has been used in this survey. Most questions require you to simply select the most
appropriate response from the list of options provided. Some questions however will require you to write your
own views in the space provided.
For questions from sections D and E, please indicate your degree of agreement with all the statements by selecting
the most appropriate alternative by either placing a cross (X) or simply circling it. Your response should be based
on how you considered various issues at the time of setting up this IJV, NOT how you see them now.

What perspective to use?
The focus of this research is 'IJVs' established in India in which the founding or parent organizations come from
different countries. Please answer this survey from the perspective of the founding or parent organization based
either in India or overseas. For example BharatAiuminium International operating in India has two founding or
parent organizations: (I) Bharat Processing Limited of India and (2) Aluminium Mines Limited ofAustralia. This survey
could be completed from the perspective of either the Indian or foreign organization.

How to interpret the scales?
12345670-

Totally agree
Strongly agree
Agree
Neither agree nor disagree
Disagree
Strongly disagree
Totally disagree
Do not know

Where to send the completed questionnaire?
Rajeev Sharma
Faculty of Law Business and Arts
Northern Territory University
Casuarina, NT 0909
Darwin, Australia
Email: rajeev@buisness.ntu.edu.au
Fax: +61 8 89466 777

Screener Question:
How would you classify the entry strategy of your organization in India? Please select the most
appropriate entry option from the following:

~

+

Through a 'joint venture' arrangement .................................................................

0

+

By establishing a 'wholly owned subsidiary' .........................................................

0

+
+
+

Through 'licensing & franchising' .............................................................................

0

By Exports/Imports ..................................................................................................

0

Any other, please specify ..........................................................................................

0

Note: If you have answered yes to any of the last four options above, the remaining questions may not be relevant
for you. We thank you for your time and effort

Section A: About the respondent
I.

Name of the respondent:

2.

Contact phone number (including area code):

3.

Your position in the organization or your organizational title:

4.

Were you involved in the setting up of the IJV operations in India?
(a)Yes

5.

0

(b) No

0

If no, please move to Section B

If yes, please explain your level of involvement by selecting functions listed below.
You may select more than one function if required:

•
•
•
•
•
•

~';.~:·)·
~

Negotiations with the prospective partners ........................................................

0

Liaison with government agencies .........................................................................

0

~

Market research .........................................................................................................

0

i

Writing the business contract ................................................................................

0

Signing the business contract ..................................................................................

0

Any other, please specify ..........................................................................................

0

i\ _-·,

s·-. .~'· . ,

-!J,...

'{

J;~i-~:.jl

.

,,J

· ~~ .
L-·4.~

Section B:About your organization (parent or founding)
I.

Name of the organization:

2.

Country where your organization is based:

3.

Which industry sector does your organization predominantly belong to? Please select only one
alternative that is most appropriate:

4.

(a)

Services sector ...........................................................................................................

0

(b)

Manufacturing sector ................................................................................................

0

(c)

Both manufacturing and services sectors .............................................................

0

How many full time staff is employed by your organization:

(a) Up to 10

5.

0

(c) 51 to 200

0

(d) 20 I and above

0

This is our first attempt to do business in India

Yes

0

No

0

This is our first attempt to utilize an IJV strategy

Yes

0

No

0

In IJVs, parent firms often make a contribution towards the key functions. How will you describe your
contributions to the following functions of this IJV?

•
•
•
•
•
•
7.

(b) II to 50

Please explain the nature of your current business operations:

•
•
6.

0

None Do not know

Major

Minor

Production I Manufacturing

0

0

0

0

Marketing I Distribution

0

0

0

0

Procurement of inputs & supplies

0

0

0

0

Human resources & Industrial relations

0

0

0

0

Accounting & Finances

0

0

0

0

Any other. please specify .................................................

0

0

0

0

How will you describe the relationship between the key product/service of your organization and the IJV?
Please select one option.
Product and service of our organisation and the IJV are generally:

+
+
+

Identical ........................................... 0
Similar .............................................. O
Unrelated ........................................ 0

Section C: About the IJV:
I.

Number of participating organizations in this IJV:

2.

In which year was this IJV established:

3.

Is the IJV currently in operations?

4.

a) Yes .......................... :...................................................................................................................

0

b) No .............................................................................................................................................

0

c) Not yet, but about to commence operations ..................................................................

0

How would you describe your equity stake or share capital in this IJV?
(a) Majority

5.

6.

0

(b) Minority

0

(c) 50:50

0

(d) None

How would you describe the nature of key goods and services of the IJV?
(a) Mostly for business buyers ........................................................................ :..........................

0

(b) Mostly for individuals and household consumers ...........................................................

0

(c) For both business buyers and individual consumers ......................................................

0

Which industry sector does your IJV belong to?

Please select only one alternative that is most appropriate:
(a) Services sector ........................................................................................................................

0

(b) Manufacturing sector .............................................................................................................

0

(c) Both manufacturing and services sectors .........................................................................

0

0

Section D: Motives of IJV Formation:
I.

What motivated your organization to set up an international joint venture (IJV) in India? Please indicate
your degree of agreement or disagreement with all the statements listed below by selecting the most
appropriate number by either placing a cross (X) or simply circling it. The list of possible motives is divided
into three broad categories of tangible, intangible and other resources.
Please evaluate the motives as you perceived them at the time of setting up this IJV, NOT how you see them
now. Refer to the scale on the information sheet.

Category 1: Motives relating to Tangible Resources (assets):
The intention of setting up an 'International Joint Venture' as a market entry option was to enable our
organization to access the following resources of our partners:

•
•
•
•
•
•
•
•
•
•
•
••

Retail outlets

2
2

Financial resources

2

Sales staff

Distribution warehouses

'Advertising & promotional' infrastructure

2
2

'R&D' facilities (such as the laboratories)

2

Production facilities

2
2

Storage facilities
Global distribution network

2
2

Global communications network

2

Customer electronic database

2

Office premises

3
3
3
3
3
3
3
3
3
3
3
3

4
4
4
4
4
4
4
4
4
4

4

-

4

5
5
5
5
5
5
5
5
5
5
5
5

6

7

0

6

7

0

6

7.

0

6

7

0

6

7

0

6

7

0

6

7

0

6

7

0

6

7

0

6

7

0

6

7

0

6

7

0

Any other, please specify

Category II: Motives relating to Intangible Resources (assets):
The intention of setting up an 'International Joint Venture' as a market entry option was to enable our
organization to access the following resources of our partners:

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Distribution technology

2

Production technology
Knowledge of the best management practices I

2
2

Knowledge of market structure in India

2

I

Knowledge of the practices of suppliers of
business inputs

2

Knowledge of the competitors
Knowledge of local rules & regulations

2
2

Knowledge of international customers

2

'Skills & competencies' of production work force I 2
'Skills & competencies' of managerial staff

I

'R&D' capabilities
'Advertising & promotional' capabilities
'Buyer behavior' knowledge

2
2

Market research capabilities
Well-known brand names
Patents

2
2
2

Local trade union contacts
Local political contacts

2
2

Local contacts in government
Any other, please specify

HOW TO
INTERPRET SCALES

I -Totally agree
5- Disagree

2
2
2
2

2 - Strongly agree
6 -Strongly disagree

3
3
3
3

4

3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3

4
4

4
4
4

4
4
4
4
4
4
4
4
4
4
4
4
4
4

5
5
5
5

6

7

0

6

7

0

6

7

0

6

7

0

5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5

6

7

0

6

7

0

6

7

0

6

7

6

7

6

7

0
0
0

6

7

0

6

7
7

0

6
6

7

0

0

6

7

0

6

7

0

6
6

7

0

7

0

6
6

7

0

7

0

4 - Neither agree nor disagree
3 -Agree
7 -Totally disagree
0 - Do not know

Category Ill: Motives relating to Other Resources:
The intention of setting up an 'International Joint Venture' as a market entry option was to enable our
organization to access resources including:

•
•
•
•
•
•

Gain access to critical business inputs
Minimize the overall tax liability
of the business
Access the 'tax concessions' available to IJVs I
I

Access incentives available to IJVs
Be able to bid for 'government contracts'

2
2

3

4

5

6

7

0

3

4

5

6

7

0

2
2
2

3

4

5

6

7

0

3

4

5

4

5

6
6

7
7

0

3

0

Any other, please specify

Section E: justification of the Motives
Refer to the following statements providing some explanation for the motives listed earlier in section D.
Please indicate your level of agreement or disagreement with ALL statements by selecting the most
appropriate number by either placing a cross (X) or simply circling it.
Please evaluate the level of agreement with these statements as you perceived them at the time of
setting up this IJV, NOT how you see them now.

•
•
••
•
•
•••
•
•
•
•
•
•

Our managerial staff has 'skills & competencies'
to independently operate in India
I

2

3

4

5

6

7

0

My firm is not very well conversant with rules
of doing business in India
I
Business practices are very complex in India

2
2

3

5
5

6
6

7
7

0

3

4
4

0

2

3

4

5

6

7

0

2

3

4

5

6

7

0

2
2
2

3
3

4
4

3

4

5
5
5

6
6
6

7
7
7

0
0
0

2

3

4

5

6

7

0

2

3

4

5

6

7

0

Our financial resources are inadequate for
independent operations in India
My firm is capable of dealing with the local
bureaucracy
It is expensive to set up a new distribution
network in India
We have the latest production technology
A local partner brings in local expertise
Local partner's existing distribution network
makes a quick start-up possible
Financial incentives are provided by my
government to set up an IJV
It is difficult to understand the 'buyer behavior'
in a short time period
I

2

3

4

5

6

7

0

It is difficult to understand the 'business
practices' in a short time period

2

3

4

5

6

7

0

Organizational synergy is maximized when
partners complement each other

2

3

4

5

6

7

0

2

3

4

5

6

7

0

Our cultural values are different from that
of our partners
Any other, please specify

Thank you again for your cooperation and time.
Do you wish to receive a copy of the findings?

(a) No

0

(b) Yes

0

If yes, please provide either the postal or an e-mail address:
HOW TO
INTERPRET SCALES

I -Totally agree
5- Disagree

2 - Strongly agree
6 - Strongly disagree

3 -Agree
4 - Neither agree nor disagree
7 -Totally disagree
0 - Do not know

