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Abstract

The number and role of international joint ventures (IJVs) and other types of collaborative arrangements has clearly increased during the last thirty years and this trend seems to continue. One of the key decisions related to any type of cooperation is the choice of the partner. Although the important role of the selection of partner has been generally agreed, the amount of research analyzing the relationship between partner selection and IJV performance in more detail has been so far surprisingly limited. The goal of this paper is to analyze the relative importance of various task- and partner-related selection criteria and the influence of various foreign partner-specific, IJV location-specific and other investment-specific variables as well as the influence of motives for the establishment on the relative importance of various selection criteria. Furthermore, the study analyzes the relationship between IJV performance and relative importance of various selection criteria. The empirical part of the study is based on 60 IJVs established by Finnish companies in various foreign countries mainly in the 1990s. The results of the study indicated that in general partner-related selection criteria had been clearly more important than task-related selection criteria. Furthermore, the results suggest that location-specific variables, investment-specific variables and motives for the establishment had influenced the relative importance of various selection criteria used by the Finnish companies. Instead foreign partner-specific variables had much more limitedly influenced the relative importance of various selection criteria. The influence of contextual variables in general was seen to be much stronger on the relative importance of task-related criteria than partner-related criteria. Finally, the results also indicated some clear differences in the relative importance of some selection criteria used between better and poorly performing IJVs. 
PARTNER SELECTION IN INTERNATIONAL JOINT VENTURES

1. Introduction
The formation of international joint ventures (IJVs) and other types of alliances has increased markedly during the last twenty years. There are several reasons for this development including (Contractor & Lorange 1988): 1. risk reduction, 2. economies of scale and/or rationalization, 3. technology exchanges, 4. co-opting or blocking competition, 5. overcoming government mandated trade or investment barriers, 6. facilitating initial international expansion of inexperienced firms, and 7. vertical quasi-integration advantages of linking the complementary contributions of the partners in a “value chain”. 

In the planning and formation of IJVs an important issue is the selection of the partner to the unit.  Selection of the right partner should lead to planned/superior performance whereas selection of the wrong partner may lead to great problems in management and decision-making and may even lead to the leakage of tacit knowledge and/or to other problems e.g. with the image of the foreign partner. Results in several studies have indicated that 20 to even 70 percent of the IJVs are failures, are unstable and/or do not meet the goals set for them. In several cases the problems are linked to the partner. Thus  the partner choice is a  key-issue in the IJV decision-making process. Therefore it is somewhat surprising that partner selection – at least more detailed analysis of the selection – has received rather limited attention (see e.g. Glaister & Buckley 1997, Robson 2002 and Nielsen 2003).

The goals of this paper are to analyze the relative importance of various partner selection criteria in IJVs and to analyze the links between the selection criteria and IJV performance. More specifically the goal is to analyze the role of various partner- and task-related partner selection criteria introduced by Geringer (1988). In addition the goal is to analyze the influence of various foreign partner firm, IJV location, other investment-specific variables and motives for the investment on the relative importance of various selection criteria. Furthermore, the relationships between IJV performance and various selection criteria are reviewed in order to analyze whether there exists any clear differences in the relative importance given to various criteria in better and poorly performing IJV. The paper is focused on the analysis from the point of view of the foreign partner in the IJV.

The contribution of the study is based on the rather limited amount of research on several of the analyzed relationships. Especially research focusing on the relationship between the relative importance of the selection criteria and IJV performance has been very rare. As will also be presented in the paper, there seems to be many differences in the classification of the selection criteria and also the results have been more or less mixed. Thus more research in these issues is clearly needed.

The structure of the paper is as follows: In the second section a general review of the existing literature will be made. In the third section hypotheses for the empirical part are developed. In section four the main methodological issues and key issues of the sample are discussed. In section five the results of the study are presented. Section six summarizes the results and includes the main conclusions based on the earlier findings and results of this study.

2. Literature overview
The importance of selecting the right partner on the success of the IJV has been suggested by a number of authors (e.g. Harrigan 1985, Glaister and Buckley 1997). In fact the majority of the literature focusing on IJVs includes at least some references to partner selection. However, the amount of literature focusing in more detail on IJV partner selection is surprisingly limited. 

The study by Tomlinson (1970) can be regarded as the first study focusing in more detail on IJV partner selection. In his study Tomlinson analyzed the IJV behavior and performance of UK based companies in 71 IJVs in India and Pakistan. Some years later he conducted a joint study with Thompson (1977) focusing on IJVs established by Canadian companies in Mexico. In order to understand the partner selection process he identified six distinct categories of partner selection criteria: 1. favorable past association; 2. facilities; 3. resources; 4. partner status; 5. forced choice, and 6. local identity. The results indicated that the first category – favorable past association – was cited as the single most important criterion, although it was not sufficient to ensure good IJV performance. Categories 2 to 5 had rather equal importance whereas category 6 – local identity – had very seldom represented the primary criterion for partner selection. Although the study by Tomlinson presented some valuable insights of the categorization of motives for partner selection and of the importance of various criterion, there are some weaknesses in the study. The categories of selection criteria were not mutually exclusive. Furthermore, Tomlinson had a convenience sample focusing on IJVs established in two target countries. The sales of the IJVs reviewed were almost totally targeted for local markets. Finally, several of the participating managers had not participated in the actual decision-making process when the reviewed IJVs were established. In some cases the participants had been involved in the actual decision making process, but the decision was made even some 20 years ago. In the other study traits that Canadian and Mexican firms sought in their partners were identified. However, the study failed to indicate relative frequency or intensity with which specific partner traits were sought or any contextual variables which might have influenced the criteria which were employed.

Daniels (1971) analyzed FDIs made by European based companies in the USA. The weaknesses of his study include the relatively small number of selection criteria listed in the study and the small size of the sample (40 IJVs). Based on the results it can be concluded that firms sought similarly-sized organizations as partners. The basis for the conclusion was that in these cases both partners would place rather equal importance to the IJV and their power positions would also be rather equal. In the study by Awadzi (1987) the relationship between relative bargaining power and partner selection criteria was analyzed by using a sample of 40 IJVs made in the U.S. Awadzi grouped the selection criteria into four groups: complementarity of partners’ resource contributions, past association between partners, relatedness of partners’ businesses, and relatedness of foreign partners’ and IJVs’ businesses. He expected that each of the four groups would have had a positive relationship with IJV performance. The results indicated support for the positive relationship only in the case of non-financial complementary resources and IJV performance. Weaknesses of the study by Awadzi include the lack of attempts to identify differences in priorities among various resource contributions, or which contextual variables might have influenced the priorities.

The study by Geringer (1988, 1991) can be regarded as the groundbreaking work focusing on IJV partner selection. Geringer divided the selection criteria  into task- and partner-related selection criteria. Task-related selection criteria concern the skills and resources a firm would look for in its prospective partner, in response to consideration of the nature of its own potential contributions along with what the new business would require to be successful. Partner-related selection criteria are those referring to the ability of the partner to work with the focal firm efficiently and effectively (e.g. compatibility of top management teams). In contrast to task-related criteria, which focus on relative partner contributions to making a business prosper, partner-related criteria are not contingent on the IJV context. Geringer identified in total 27 various selection.criteria. The classification developed by Geringer has later on been used in several other studies, in some cases with minor modifications. In order to have better comparability with the results in earlier studies the classification was also adopted in this study with minor additions. Geringer used a sample of  IJVs established by 90 U.S. based companies in various foreign countries. The more detailed classification and the results of the empirical study (as also the results of the other studies presented in Table 1) are discussed in section three of the paper.

There are three main contributions by Geringer to the IJV partner selection research (see Glaister & Buckley 1997). First, the suggestion that despite the almost unlimited range of alternative criteria that might exist, it is possible to provide a simple two-fold typology of categories of selection criteria. Second, using this typology, Geringer provides empirical estimates of the importance of the selection criteria for a sample of IJVs oriented towards developed markets. Third, he 

Table 1

Summary of the key issues in the main IJV partner selection studies

	 
	Geringer (1988)
	Glaister

(1996)
	Glaister & Buckley (1997)
	Tatoglu & Glaister (2000)
	Nielsen

(2003)

	Origin of foreign partners
	USA
	The UK
	The UK
	OECD
	Denmark

	Location of IJVs /partners
	USA, other indusrialized market economy
	Western Europe
	UK, abroad
	Turkey
	OECD, non-OECD (61 % in WE)

	Number of IJVs
	90
	50
	53
	39
	120

	Response/ participation rate
	82,60 %
	N/A*
	N/A*
	39,50 %
	33 %

	Number of partners
	2
	N/A
	2
	N/A 
	N/A

	Time period
	N/A
	Established mainly in 1985-1992
	Mean age of JVs 4,64 yrs
	Established mainly in 1987-94
	1985-2001

	Other features
	 
	Equity (n=37) & Non-equity IJVs (n=13)
	
	 
	48 equity JVs, 72 non-equity JVs

	Industry focus
	N/A
	Manufacturing / Tertiary
	Manufacturing / Tertiary
	Manufacturing / Service
	Manufacturing / Service

	Method of data collection
	Survey, interviews
	Survey
	Survey
	Survey
	Survey

	Methods of analysis
	Crosstabulations (bivariate correlations), partial correlations, factor analysis
	  Factor analysis, Spearman rank-order correlations, multiple regression
	T-test, ANOVA, factor analysis
	T-Test, regression and factor analysis
	T-test, ANOVA, multiple regression, factor analysis

	* 46,3 % in the whole project
	
	
	
	


identifies and estimates the correlations of the key variables which affect the relative importance of some of the selection criteria.

From the later studies the task- and partner-related selection criteria categorization has been applied as such or with minor modifications by Glaister (1996), Glaister and Buckley (1997), Tatoglu and Glaister (2002) and Nielsen (2003). Furthermore, Robson (2002) focused only on the partner-related criteria. In the studies by Glaister, Glaister and Buckley, and Robson the focus was on IJVs where one of the partners was a UK based firm, whereas Tatoglu and Glaister studied IJVs established in Turkey, and Nielsen IJVs by Danish firms. All studies except Glaister and Buckley included both equity and non-equity IJVs. Furthermore, the sample sizes were 50-60 IJVs except in the study by Nielsen where the sample size was clearly bigger, 120 cases. Most or all reviewed IJVs were established in the 1990s. Finally, Tatoglu and Glaister (2000) analyzed the views of the foreign and local partner whereas in the other studies the focus has been on the selection criteria used by the foreign partner.

Additional interesting studies focusing on IJV partner selection are those by Arino, Abramov, Skorobogatykh, Rykounina and Vila (1997), Al-Khalifa and Peterson (1999) and Hitt, Dacin, Levitas, Edhec and Borza (2000). In the first study the goal is to analyze partner selection and trust building in West European – Russian JVs from the point of view of the Western partner. The authors use a classification of the selection criteria to task- and partner-related criteria, but the study is very exploratory and is based on only eight cases in the manufacturing and service sectors. In the second study the role of 14 selection criteria used in 42 IJVs established in Bahrain are analyzed based on survey material. In the study by Hitt et al. (2000) the focus was on the similarities and differences in the partner selection of firms from emerging and developed markets. Resource-based and organizational learning perspectives were used as the framework. The study is based on a six-country survey and interview material from 202 companies that have taken part in strategic alliances. Although the three studies are interesting, they are used only as secondary reference material in this study due to the amount of differences in the study frameworks compared to the studies presented in Table 1. 

3.  Development of hypotheses

3.1. Task- vs. partner-related selection criteria

In the study by Geringer (1988, 1991) the selection criteria was divided into task- and partner-related selection criteria. Table 2 presents in more detail which 27 selection criteria were developed and how those criteria were classified to task- and to partner-related selection criteria. In fact the classification of the criteria by Geringer was not totally clear, because those seven selection criteria presented in cursive in Table 2 were not clearly classified as task- or partner-related criteria in his study, but can be concluded to be classified as either task- or partner-related selection criteria based on his definition of task- and partner-related criteria. Table 2 also includes the selection criteria used and their classification to task- and partner-related criteria in the other main reference studies. As can be concluded from Table 2, there are some differences in the selection criteria included in various studies and how they have been classified between the study by Geringer vs. other studies. It is very interesting that the author(s) state(s) very few comments about these differences and about the background to these differences.  In summary the main difference is  that some of  the  task-related criteria in  the study by  Geringer are 

Table 2

The classifications used and the role of various task- and partner-related criteria in the main reference studies.

	GERINGER 1988
	GLAISTER 1996
	GLAISTER & BUCKLEY 1997
	TATOGLU & GLAISTER 2000
	NIELSEN 2003

	 
	
	Mean
	Rank
	 
	
	Mean
	Rank
	 
	
	Mean
	Rank
	 
	
	Mean
	Rank
	 
	
	Mean
	Rank

	TASK-RELATED
	
	 
	TASK-RELATED
	
	 
	TASK-RELATED
	
	 
	TASK-RELATED
	
	 
	TASK-RELATED
	
	 

	●
	permits faster entry into the target market
	2,92
	3
	Access to
	
	 
	Access to
	
	 
	Access to
	
	 
	Access to
	
	 

	●
	can supply technically skilled personnel
	2,71
	4
	●
	knowledge of local market
	2,24
	4
	●
	knowledge of local market
	2,08
	4
	●
	knowledge of local market
	3,95
	4
	●
	local market knowledge
	4,75
	7

	●
	has knowledge of target market’s economy 
	
	 
	●
	distribution channels
	1,97
	10
	●
	distribution channels
	1,96
	8
	●
	knowledge of local culture
	3,82
	5
	●
	links with major 
	
	 

	 
	& customs
	2,59
	5
	●
	knowledge of local culture
	1,95
	11
	●
	links with major buyers
	1,93
	9
	●
	distribution channels
	3,00
	15
	 
	suppliers/buyers
	4,22
	9

	●
	has a valuable trademark or reputation
	2,55
	6
	●
	links with major buyers
	1,81
	12
	●
	knowledge of local culture
	1,83
	13
	●
	regulatory permits
	2,82
	16
	●
	distribution channels
	4,14
	11

	●
	will provide financing/capital to venture
	2,53
	7
	●
	the product itself
	1,73
	15
	●
	technology
	1,79
	14
	●
	labor
	2,80
	17
	●
	local cultural knowledge
	3,83
	13

	●
	improves access for respondent company’s 
	
	 
	●
	technology
	1,65
	17
	●
	the product itself
	1,66
	16
	●
	capital
	2,08
	21
	●
	product-specific knowledge
	3,77
	15

	 
	products
	2,22
	8
	●
	capital
	1,57
	18
	●
	knowledge of production 
	
	 
	●
	materials/natural resources
	1,80
	22
	●
	local regulatory knowledge
	3,51
	17

	●
	can supply general managers to the venture
	2,21
	9
	●
	knowledge of production 
	
	
	 
	processes
	1,57
	18
	●
	technology
	1,69
	23
	●
	technology
	3,45
	18

	●
	possesses needed licenses, patents, 
	
	 
	 
	processes
	1,49
	19
	●
	capital
	1,45
	19
	●
	the product itself
	1,67
	24
	●
	capital
	3,29
	19

	 
	know-how, etc.
	2,17
	10
	●
	regulatory permits
	1,41
	21
	●
	regulatory permits
	1,42
	20
	 
	
	
	 
	●
	materials/natural resources
	3,16
	21

	●
	has access to marketing or distribution systems
	2,10
	11
	●
	labour
	1,38
	22
	●
	labour
	1,38
	22
	PARTNER-RELATED
	
	 
	●
	production knowledge
	3,06
	22

	●
	enhances perceived local or national identity
	2,08
	12
	●
	local brand names
	1,38
	22
	●
	local brand names
	1,30
	23
	●
	partner's knowledge of 
	
	 
	●
	labor
	2,88
	23

	●
	possesses needed manufacturing or 
	
	 
	●
	materials/natural resources
	1,19
	24
	●
	materials/natural resources
	1,17
	24
	 
	local market
	4,33
	1
	 
	
	
	 

	 
	R&D facilities
	2,05
	13
	
	
	
	
	 
	
	
	
	●
	trust between top 
	
	 
	PARTNER-RELATED
	
	 

	●
	will enable the venture to produce at lowest cost
	2,03
	14
	PARTNER-RELATED
	
	 
	PARTNER-RELATED
	
	 
	 
	management teams
	4,20
	2
	●
	trust between top 
	
	 

	●
	can enhance the venture’s export opportunities
	1,89
	15
	●
	trust between top
	
	
	●
	trust between top 
	
	
	●
	reputation of partner
	4,10
	3
	 
	management teams
	5,60
	1

	●
	helps comply with gov. requirements/pressure
	1,33
	20
	 
	management teams
	2,60
	1
	 
	management teams
	2,53
	1
	●
	partner's ability to negotiate
	 
	●
	relatedness of partner
	
	 

	●
	has access to raw materials or components
	1,33
	20
	●
	relatedness of partner's 
	
	
	●
	relatedness of partner's 
	
	 
	 
	with foreign gov.
	3,67
	6
	 
	business
	5,26
	2

	●
	controls favourable location for production
	1,19
	22
	 
	business
	2,57
	2
	 
	business
	2,45
	2
	●
	compatibility of top 
	
	 
	●
	partner reputation
	5,23
	3

	●
	has access to post-sales service network
	1,14
	23
	●
	reputation
	2,49
	3
	●
	reputation
	2,38
	3
	 
	management teams
	3,62
	7
	●
	partner financial status
	4,99
	4

	●
	enhances JV’s ability to make sales to 
	
	 
	●
	financial status/resources
	
	
	●
	financial status/resources
	
	
	●
	quality of partner's 
	
	 
	●
	partner firm size
	4,86
	5

	 
	government
	0,97
	24
	 
	of the partner
	2,16
	5
	 
	of the partner
	2,08
	4
	 
	management team
	3,59
	8
	●
	degree of favorable past
	
	 

	●
	enables JV to qualify for subsidies or credits
	0,47
	26
	●
	complementarity of partner's
	 
	●
	complementarity of partner's
	
	●
	financial status/resources
	
	 
	 
	experience with partner
	4,79
	6

	●
	can provide low cost labour to the venture
	0,33
	27
	 
	 resource contribution
	2,14
	6
	 
	resource contribution
	2,02
	6
	 
	 of the partner
	3,56
	9
	●
	access to marketing/
	
	 

	 
	
	
	 
	●
	established marketing and 
	
	
	●
	established marketing and
	
	
	●
	size of partner
	3,41
	10
	 
	distribution channels
	4,52
	8

	PARTNER-RELATED
	
	 
	 
	distribution system
	2,03
	7
	 
	distribution system
	1,98
	7
	●
	favourable past association
	3,39
	11
	●
	partner international
	
	 

	●
	has a strong commitment to the venture
	3,24
	1
	●
	international experience
	2,03
	7
	●
	the partner company's size
	1,89
	10
	●
	established marketing and
	
	 
	 
	experience
	4,19
	10

	●
	top management of both firms is compatible
	3,11
	2
	●
	the partner company's size
	2,00
	9
	●
	international experience
	1,87
	11
	 
	 distribution system
	3,28
	12
	●
	experience in technology
	
	 

	●
	has similar national or corporate culture
	1,81
	16
	●
	management in depth
	1,78
	13
	●
	experience in technology 
	
	
	●
	relatedness of partner's
	
	 
	 
	application
	3,97
	12

	●
	is similar in size or corporate structure
	1,56
	17
	●
	degree of favourable past 
	
	 
	 
	applications
	1,85
	12
	 
	business
	3,26
	13
	●
	potential for new
	
	 

	●
	had satisfactory prior association with 
	
	 
	 
	assoc'n between partners
	1,75
	14
	●
	management in depth
	1,76
	15
	●
	complementarity of partner's
	 
	 
	technology development
	3,78
	14

	 
	respondent firm
	1,49
	18
	●
	experience in technology 
	
	
	●
	degree of favourable past
	
	
	 
	resource contribution
	3,18
	14
	●
	access to technology/
	
	 

	●
	has related products, helps fill JV's 
	
	 
	 
	applications
	1,70
	16
	 
	assoc'n between partners
	1,64
	17
	●
	experience in technology
	
	 
	 
	knowledge
	3,70
	16

	 
	product line
	1,47
	19
	●
	partner's ability to negotiate
	
	●
	partner's ability to negotiate
	
	 
	applications
	2,62
	18
	●
	partner ability to negotiate
	
	 

	●
	Is close to respondent firm, geographically
	0,49
	25
	 
	with foreign gov.
	1,46
	20
	 
	with foreign gov.
	1,40
	21
	●
	partner's ability to raise
	
	 
	 
	with local gov.
	3,25
	20

	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	funds from local institutions
	2,54
	19
	 
	
	
	 

	 
	
	
	 
	
	
	
	 
	 
	
	
	 
	●
	international experience
	2,51
	20
	 
	
	
	 

	 
	
	
	 
	
	
	
	 
	 
	
	
	 
	
	
	
	
	 
	
	
	 

	 
	Scale: 0 to 4.
	 
	 
	 
	Scale: 1 to 3.
	 
	 
	 
	Scale: 1 to 3.
	 
	 
	 
	Scale: 1 to 3.
	 
	 
	 
	Scale: 1 to 7.
	 
	 


classified to partner-related criteria in the other studies. In this study the classification by Geringer will be used as the basis as will be discussed later in section four.

In the study by Geringer (1988) the two most weighed criteria were partner-related and the two next ones were task-related.  Also in the other  studies at least  two, but  in  several  cases even  more of  the most important selection criteria have been partner-related criteria. E.g. in the study by Glaister (1996) among eight most weighed criteria there was only one task-related selection criteria and  in the study by Nielsen (2003) six most weighed criteria were all partner-related. Of the single criteria the criteria of strong commitment to the venture and the criteria of compatible top management were the two most important selection criteria in the study by Geringer, followed by the criteria of faster entry and supply of technically skilled personnel. In the other four studies the three most important  criteria have been the criteria of trust between to management teams, relatedness of partner’s business, and reputation. Only in the study by Tatoglu and Glaister (2000) the criteria of partner’s knowledge of local market compensated the importance of relatedness of partner’s business (which was only on the 13th place).

Thus, in summary the results seem to indicate that the relative importance of partner-related selection criteria has been greater than the relative importance of task-related criteria among the most weighed criteria. Therefore we expect that: 

H1
Partner-related selection criteria are weighed more than task-related as the main selection criteria.

3.2. Foreign partner-specific variables

There are several foreign partner-specific variables that might condition the relative importance of the selection criteria. Here we shall focus on the size, FDI experience, IJV experience, and target country-specific experience of the foreign partner. 

Size of the firm is likely to be related to the underlying motives for the IJV. Smaller firms may e.g. have more problems with limited management and financial resources and be more motivated to reach economies of scale with the IJV whereas larger firms may be more motivated to diversify their operations (form unrelated types of IJVs) or to block competition especially in saturated industries. Furthermore, if the company does not have any earlier FDI, IJV and/or target country-specific experience it may be expected that the company sets more importance on the fact that the local partner has this kind of experience and that the foreign partner can trust on the other partner. More experienced firms can more easily compensate the missing experience of the local partner based on their own experience from earlier FDIs, IJVs and/or target country and the IJV may more easily be only a temporary solution.

The earlier studies surprisingly include only limitedly research results of the influence of various foreign partner-specific variables on the relative importance of various partner selection criteria. In the study by Nielsen (2003) concerning IJVs and alliances of Danish based companies it was found against expectations that international experience did not have any influence on the relative importance of partner-related selection criteria but the degree of experience had some importance on the relative importance of task-related selection criteria. In the other main reference studies the size of the partners has been included only to the study by Glaister and Buckley (1997). Even in their study the analysis concerned the relative size of the partners. Therefore the results are discussed later on in connection of the investment-specific variables.

Thus the earlier studies give very limited empirical evidence of the role of foreign partner-specific variables on the relative importance of various selection criteria. Therefore, for the empirical part of the study is expected that:

H2
The relative importance of partner selection criteria will vary with the foreign partner-specific variables.

3.3. Location-specific variables

The location of the IJV along geographic location, cultural and geographic distance between home and host countries of the IJV partners, and economic development level of the target country of the unit may also be expected  to have an influence on the relative importance of various selection criteria. The lower the distance – economic, cultural, geographic – the more similar the home and host countries usually are and the lower the amount of expected problems between partners depending on the distance. Greater distance has been linked to higher level of IJV problems and conflict (Lane & Beamish 1990), misunderstandings (Lyles & Salk 1996), collaborative problems (Morewy et al. 1996) and knowledge transfer problems (Hamel 1991). 

Geringer (1988), Glaister (1996) and Tatoglu and Glaister (2000) did not analyze the influence of distance on the relative importance of various selection criteria (in the last study all IJVs were established in the same target country, Turkey). From the other studies, in Glaister and Buckley (1997) support for the differences in the relative importance of various selection criteria was found for partner-related criteria but not for task-related criteria. Access to knowledge of local culture, access to regulatory permits, and reputation of the partner were much more weighed as the selection criteria of the partner in IJVs located in Japan than in the USA or Europe whereas the role of the international experience of the partner was clearly lower in the former than in the latter IJVs. In the study by Nielsen (2003) it was found that although trust between top management, access to market knowledge, and relatedness of partner business were highly ranked for all the four reviewed areas (Western Europe, USA, Asia, the rest of the world) there was a lot of support for the variation with relative importance of both related to task- and partner-related selection criteria among various regional areas. E.g. access to product-specific knowledge was highly ranked in the other areas but not in the group consisting of the rest of the world whereas access to local cultural knowledge and access to regulatory knowledge received clearly higher mean values in Asia than in other areas, especially in Western Europe, where the Danish companies seemed to have enough knowledge by themselves. Furthermore, favorable past association received clearly higher rankings in Western Europe and in the rest of the world than especially in IJVs established in Asia whereas access to links with major suppliers was clearly more highly appreciated in the USA than in the other three areas.

In the other studies, Hitt et al. (2000) found that developed market firms tried to leverage their resources to gain competitive advantages by searching for partners with unique competencies and local market knowledge and access whereas firms from emerging markets were looking for partners with financial capabilities. Furthermore, Glaister and Wang (1993) found that in joint ventures established by UK based companies in China the ability to negotiate with host government, relatedness of business, trust between top management, and financial status/resources of partner were the most weighed criteria.

Thus one would expect that e.g. product and/or production process-related knowledge, brands and distribution systems are more weighed in OECD countries whereas e.g. relationships with local government, access to labor, management, local markets and customs etc. are more weighed in non-OECD countries/culturally and economically more distant countries. Furthermore, relations with local government seem to be much more important in non-OECD than in OECD-countries. Therefore for the empirical part it is expected that:

H3
The relative importance of the partner selection criteria will vary with the IJV location-specific variables.

3.4. Investment-specific variables

Investment-specific issues include a lot of different variables. In this study the investment-specific variables refer to the form of establishment, relatedness of the operation, relative partner size and who has made the initiation for the IJV. It seems that in several studies the analysis of IJVs includes only units established in the form of a greenfield investment, i.e. a separate new unit is established. However, IJVs can be established also via an acquisition, i.e. one partner makes a partial acquisition of the other partner. There are some key differences between the two forms of establishment. Greenfield investment refers to everything being built from scratch whereas acquisition, here partial acquisition, refers to buying a share in an already existing company. Furthermore, greenfield investment means always expansion in the existing total capacity whereas a partial acquisition does not mean increase in the existing total capacity. Finally, in a greenfield investment the first revenues come after some time period whereas in a partial acquisition there are revenues already straight after buying a share in the unit. Because of these differences it could also be expected that there exists differences in the relative importance given to various partner selection criteria depending on the form of establishment.

What concerns the field of investment an IJV can be either related or unrelated to the business of the present operation of the foreign partner. In a related IJV the foreign partner has earlier knowledge and experience from the field and the goal with the unit is e.g. to expand to a new geographical area, increase power and/or to block competition. In an unrelated type of IJV the foreign partner does not have earlier knowledge or experience from the field, but the company wants to diversify in order to expand the product portfolio and risks. Although the foreign company does not have product-specific experience, the management may rely that it can transfer the managerial, marketing etc. knowledge gained from one field to another field. However, because of these differences between related and unrelated types of IJVs it may be expected that there will also exist differences in the relative importance given to various partner selection criteria depending on the type of the IJV.

The impact of the size of the foreign partner on the relative importance of the selection criteria was already discussed earlier. Another size-related variable is the relative size of the IJV partner. The smaller the local IJV partner in relation to the foreign firm, the more likely that the relative importance of some special product- and/or production-related knowledge, access to a valuable brand(s) is higher than in cases where the relative size of the local partner is bigger. In the latter cases the criteria of access to capital/financial resources, relations with local government etc. may be expected to be given more importance than in the former cases.

As referred by Glaister and Buckley (1997: 203), while the partner to the IJV must be appropriate to the motives and purposes of the venture the partners do not necessarily have the motives for establishment of the IJV. To the extent partners are either proactive or reactive with respect to the initiative for the IJV and thus either making the initial proposal or they are reacting to the other partner’s approach, differences in the importance of particular selection criteria are likely to exist between initiating and non-initiating partner firms.

The earlier studies include very limited empirical results related to the influence of various investment-specific variables on partner selection. Apparently all the IJVs in several studies have been established in the form of a greenfield investment. Therefore the form of establishment has not been analyzed. However, some earlier results regarding the relative size and initiation to the IJV can be found. Against expectations, Glaister and Buckley (1997) found that the relative importance of the selection criteria varied only very limitedly with the relative partner size in their UK based sample. Three partner-related selection criteria – experience in technology applications, international experience and management in depth – were more important in IJVs where the foreign partner was larger than the UK partner. Relatively smaller UK firms, which presumably lacked these attributes, were seeking them through collaboration with larger partners. Similarly, the task-related selection criteria of access to capital was more important in those IJVs where the non-UK partner was larger. This indicated that relatively smaller UK partners required capital inputs from larger partners for the IJV to succeed (ibid p. 218). The authors assume that the non-significant differences may be dependent on the sample of their study and of the classification of sample firms only to two categories: the UK partner was bigger vs. the other partner was bigger.

Demirbag, Mirza and Weir (1995) and Tatoglu and Glaister (2000) found that there were in fact quite many differences in the motives for the IJVs between local (Turkish) and foreign (US, European, and Japanese) firms. They also found a contrast between the motives of initiator and non-initiator local firms. However, the empirical results by Glaister and Buckley (1997) did not indicate support to this view, but the relative importance of the selection criteria were virtually independent of which partner firm initiated the IJV. The results by Glaister and Buckley indicated following explanations (see p. 217): The partner-related selection criterion of the degree of favorable past association between partners was more important in those IJVs which were initated by the UK partner than in those initiated by the other partner or third-party intermediaries. This indicated that the UK firms which were proactive in seeking to establish an IJV solicit partners from those foreign firms that were known to them. Conflicting the pool of potential partners to those foreign firms which were already known clearly reduced the searching costs of finding a suitable partner. Where good working relationship prevailed between partners this indicated that there was a better understanding of the resource inputs and behavior expected from each partner and more rapid movement along the experience curve of operating the IJV than would had been in cases of relatively unknown partners. Firms which were approached with the request to form an IJV were less able to control partner choice and so gave less prominence to previous relationships. The criteria of financial status/financial resources of the partner and the reputation of the partner firm were more important selection criteria for those UK partners which did not initiate the IJV. In the conclusions of their study Glaister and Buckley state that the influence of the initiator on the relative importance of various selection criteria clearly warrants closer examination.

In summary, the influence of various investment-specific variables on partner selection has been analyzed very limitedly so far. Furthermore, e.g. related to the influence of the initiative on the relative weights of various selection criteria the earlier results seem to be rather mixed. Therefore, for the empirical part of the study we expect that:

H4
The relative importance of partner selection criteria will vary with the investment-specific variables.

3.5. Motives for the IJV

There is a rich literature focusing on motivation for IJV formation. Gomes-Casseres (1988) identified three major motives of IJVs: 1) Supply-based IJVs, which are organized along the supply line and involve resource transfer beyond simple exchange relationship. These IJVs are mainly established to reduce transaction costs and enhance the possibility for the development innovations. 2) Learning-based IJVs motivated by creation and transfer of tacit knowledge across organizational boundaries. 3) Market-based IJVs motivated by a need to reduce competition. From a strategic point of view several authors have provided many additional reasons for the establishment of IJVs (e.g. Harrigan 1985, Porter and Fuller 1986, Contractor and Lorange 1988). Fundamentally IJVs are motivated by the desire to achieve some benefits of a global strategy or the need to compensate for the absence of – or weakness in a (perceived) needed asset or competency (Nielsen 2003). Dunning (1993) has classified the motives for FDIs into four main groups: 1. natural resource seeking, 2. market seeking, 3, efficiency seeking, and 4. strategic asset seeking. This classification has been used in several later studies and it was also adopted to be used in the empirical part of this study.

The specific motive for IJV formation is likely to have an impact on partner selection, as firms may be expected to value differently the capabilities of a potential partner depending on the main motive for the formation. If the motive is natural resource seeking then the criteria of access to materials and possibly to labor are clearly more weighed whereas if the main motivation is market seeking, then the criteria of knowledge of local markets, culture, access to distribution channels etc. are valued higher. In the other forms of IJVs criteria such as access to technology, products, and brands are preferred.

The results in earlier studies about the relationship between motives for the IJV and importance of various selection criteria are mixed. Glaister and Buckley (1997) did not find any support for the relationship between the purpose of the IJV and the selection criteria. However, they analyzed the differences between manufacturing vs. tertiary sector units, not between different types of manufacturing units. Glaister (1996) found support only for the relationship with task-related selection criteria, but not for the partner-related and also Tatoglu and Glaister (2000) found only moderate support for the relationships. However, Nielsen (2003) found strong support for the relationship between motives and the relative importance of selection criteria (all the seven regression equations had moderate to high R squares and significant F values). Thus, also here we expect that:

H5
The relative importance of selection criteria will vary with the motives for the IJV formation.

3.6. Selection criteria and IJV performance

The research on IJV performance has received much more attention than the more detailed analysis of the relative importance of various partner selection criteria. However, the relationships between performance and selection criteria have been analyzed very limitedly. In fact none of the main reference studies related to the relative importance of the partner selection criteria have not analyzed these relationships although the relationship with later performance of the IJV have been referred to in each one of these studies. 

Results in earlier studies indicate that a great share of the IJVs do not meet the goals set for them, are instable or are divested during the years (depending on the study from 20 to even 70 % of the reviewed IJVs, see e.g. Robson, Leonidou & Katsikeas 2002). But which factors are linked with better IJV performance? The results are very mixed and do not give any clear answers (Robson et al. 2002). Most studies have indicated that foreign parent size and international experience, inter-partner business overlap, size symmetry between partners or distribution of equity ownership have not been clearly linked with the performance of the IJV. A greater socio-cultural distance has been somewhat more often linked negative than positive relationship with IJV performance, but a lot of studies indicate a non-statistically significant link. 

The studies by Geringer (1988), Glaister (1996) and Glaister and Buckley (1997) did not include the performance aspect. Nielsen (2003) analyzed the IJV performance but not the link with selection criteria. The results indicated that on a scale from 1 (worse than expected) to 3 (better than expected) the mean financial performance was 2.36. The results based on learning were very similar – mean 2.35. Thus the reviewed Danish companies were usually very satisfied with the financial performance and learning results. Also Tatoglu and Glaister (2000) focused only on the measurement of IJV performance and on the analysis of the influence of the agreement between partners on the performance along various performance measures. The results indicated that both the foreign, but especially the local partners, were satisfied with their IJVs in Turkey (mean values 3.85 and 4.20 on a five point scale where 5=very satisfied).

In somewhat more detail the relationship between importance of various selection criteria and IJV performance has been studied by Tomlinson (1970), Beamish (1988), and Maurer (1996). Only Maurer could not find any relationships between selection criteria and IJV performance. Instead Tomlinson found that companies which had given greatest weight to the favorable earlier relationship had had the best performance. Also in cases where the facilities and resources had been the key reason for selecting the partner the level of performance was rather high. Instead in cases where the status of the local partner and especially in cases where the partner selection was a forced choice, the level of performance had been clearly poorer. In the study by Beamish the best performance was found among companies where a high preference in partner selection was given to partner’s ability to arrange capable managers to the IJV and where the partner provided access/knowledge to the local economy and customs. The poorest performance was found among cases where high preference was given to the ability to satisfy requirements set for local ownership by the host government. It is noteworthy that all the three studies were focused on IJVs established in non-OECD countries. However, combined with the earlier discussion they give basis to assume that:

H6
The relative importance of the partner selection selection criteria will vary with IJV performance.

4. Methodology of the study and sample

The empirical part of the study is based on survey data related to the IJV partner selection and IJV performance in manufacturing IJVs established by Finnish based firms in OECD and non-OECD countries mainly between 1988-2001. Based on different sources (data collected during a period of over ten years from published news about new IJVs, annual reports and www-sites of the 200 biggest companies, earlier survey information by one of the authors) more than 130 companies having made at least one manufacturing IJV were identified. In total the companies had established somewhat more than 500 IJVs of which approximately 120 were divested before 1999. In those cases where the companies had established several IJVs, the preference was given to greenfield form of IJVs and/or on IJVs where the ownership share of the Finnish partner was 25-75 % and which had been at least two years in operation. The companies were first contacted by telephone or email in order to confirm the interest of the company to participate the study and to identify the right person to answer to the questionnaire planned for the study. As discussed by Geringer (1991) in some studies a key weakness is that the respondents have not been involved in the partner selection process. Thus, during the contact it was tried to confirm that the person really had knowledge of these issues (the relationship with the IJV was also asked separately at the end of the questionnaire). The four page questionnaire included also other issues than only partner selection related questions, e.g. questions related to the later development, evaluation of the performance, and performance of the unit along various measures. 

In total managers from 47 firms participated in the study. The total amount of IJVs covered by the survey was 69. However, in nine cases the managers did not fully answer to the partner selection section or to the performance section of the survey. Thus the final sample size in this study is 60 IJVs. More than 90 percent of the units were established in 1988-2001 while about half were established in 1995 or earlier and the other half in 1996-2001. About 40 percent of the IJVs were established in OECD-countries and about 60 percent in non-OECD countries. About 60 percent were greenfield IJVs and 40 percent partial acquisitions. Over 70 percent of the IJVs included two partners and c. 30 percent three or more partners. In the latter cases the analysis is focused on the partner selection criteria related to the main local partner. In one-fourth of cases the IJV was the first one established by the company, in 45 percent of cases the company had experience from one to three earlier IJVs and in the rest of cases the company had earlier experience from at least four IJVs. Of the units 75 percent were still operating as IJVs in spring 2002, c. 18 percent of the units had changed into wholly-owned subsidiaries of the Finnish partners and c. seven percent of the IJVs had been divested (For more details see Table 3).

As in several earlier studies the relative importance of the task- and partner-related selection criteria was considered first by ranking of mean responses. Then factor analysis was employed to derive a parsimonious set of selection criteria. The hypotheses were tested by considering differences in means of the importance of the selection criteria. Based on an assumption that the sample was close to normal distribution, it was considered legitimate to use parametric tests of the hypotheses. Each of the H2 to H6 was therefore tested by conducting two sample t-tests or Anova as appropriate. Because of the nature of the data these parametric tests were compared to equivalent non-parametric tests (Mann-Whitney U and the Kruskal-Wallis Test) as a check on their interpretation following Glaister and Buckley (1997) and Nielsen (2003).

5. Results of the study

5.1. Overall results

The results of the relative importance of various task- and partner-related selection criteria are presented in Table 4. Since the five-point Likert type scale was used, the midpoint of the scale (3) can be used as the comparison. The results indicate that from the 21 task-related selection criteria the midpoint was exceeded only by two criteria: the criteria of knowledge of the target market’s economy and customs (3.18) and the criteria of ability to permit faster entry into the target market (3.05). In addition  seven criteria received  values between 2.80 and 2.98.  The lowest relative importance (means below two) were 

Table 3

Characteristics of the sample

	 
	 
	n
	%

	Number 
	
	60
	100

	Number of partners
	1
	42
	70

	
	>1
	18
	30

	Year of investment
	1987 or earlier
	6
	10

	
	1988-1995
	24
	40

	
	1996 or later
	30
	50

	Form of investment
	Greenfield
	37
	61,7

	
	Acquisition
	23
	38,3

	Size of the foreign partner (turnover 2001)
	< 500 MEUR
	31
	51,7

	
	500-1000 MEUR
	7
	11,7

	
	>1000 MEUR
	22
	36,7

	Location of the IJV
	Western Europe
	20
	33,3

	
	Eastern/Central Eastern Europe
	22
	36,7

	
	Asia
	15
	25

	
	Other
	3
	5

	Share of ownership of the foreign partner
	> 50 %
	22
	36,7

	
	50-50 %
	9
	15

	
	< 50 %
	29
	48,3

	Industry of the IJV
	Metal industry
	23
	38,3

	
	Forest industry
	12
	20

	
	Other (chemical, plastic, foodstuff)
	25
	41,7

	Initial approach to the IJV
	Finnish partner
	43
	71,7

	
	Local partner
	13
	21,7

	
	Other
	2
	3,3

	Relative partner size
	Foreign partner > 50 % larger
	42
	70

	
	Foreign partner < 50 % larger
	4
	6,6

	
	Equal
	1
	1,7

	
	Foreign partner < 50 % smaller
	5
	8,4

	
	Foreign partner > 50 % smaller
	8
	13,3

	Joint venture survival
	Still operating as an IJV
	45
	75

	(Point of view of the Finnish partner)
	Changed into a wholly owned subsidiary
	11
	18,3

	 
	Divested/no Finnish ownership in 2000/2001
	4
	6,7


given to criteria of enables venture to qualify for subsidies or credits and enhances venture’s ability to make sales to government/public companies.

Among the eight partner-related selection criteria three criteria – our trust in the partner (3.48), strong commitment to the venture (3.41), and trust between partners (3.39) – exceeded the midpoint. Furthermore, two criteria received mean values between 2.75-2.83, and two criteria values below 2. Noteworthy is that among the 29 various alternatives one of the partner-related selection criteria – partner is similar in size – received clearly the lowest value (1.50).

As discussed earlier, the comparisons of results in various studies is difficult because of somewhat different selection criteria used. The results by Geringer (1988) indicated that the three most important single criteria were: strong commitment to the IJV, compatible management teams, and permits faster entry into the market. As discussed earlier Geringer did not include trust in his selection criteria whereas the others have not included strong commitment among selection criteria in their studies. The other studies have indicated the great importance of such criteria as trust between management teams, relatedness of partner’s business, reputation, knowledge of local market, financial status/financial resources, access to distribution channels, and access to links with major supplier/buyers. In this study clearly lower importance was given to the relatedness of the partner’s businesses and financing/ financial resources, but otherwise the results are rather similar as in 

Table 4

The relative importance of the partner-related selection criteria.

	PARTNER SELECTION CRITERIA
	Variable
	Mean
	Std. Dev.
	Rank

	Task-related criteria
	
	
	
	

	(T) Has knowledge of target market’s economy & customs
	T-LOCKNOW
	3,18
	1,38
	4

	(T) Permits faster entry into the target market
	T-FASTENTRY
	3,05
	1,53
	5

	(T) Will enable the venture to produce at lowest cost
	T-LOWCOST
	2,98
	1,42
	6

	(T) Controls favorable location for production
	T-FAVLOCA
	2,97
	1,41
	7

	(T) Possesses needed manufacturing or R&D facilities
	T-FACILITY
	2,93
	1,44
	8

	(T) Has a valuable reputation
	T-REPUTAT
	2,92
	1,25
	9

	(T) Can supply technically skilled personnel
	T-TECHSKILL
	2,92
	1,20
	9

	(T) Helps comply with government requirements/pressure
	T-GOVNEGO
	2,85
	1,51
	11

	(T) Has access to marketing or distribution systems
	T-MARKDIST
	2,83
	1,63
	12

	(T) Can provide better access for your company’s products
	T-ACCESS
	2,75
	1,37
	14

	(T) Enhances perceived local or national identity
	T-LOCIDENT
	2,70
	1,31
	16

	(T) Can provide low cost labor to the venture
	T-LABCHEAP
	2,67
	1,53
	17

	(T) Has access to raw materials or components
	T-RAWMAT
	2,62
	1,46
	18

	(T) Can supply general managers to the venture
	T-GENMANAG
	2,62
	1,24
	18

	(T) Has access to post-sales service network
	T-POSTSALE
	2,43
	1,42
	20

	(T) Can enhance the venture’s export opportunities
	T-EXPOPPORT
	2,36
	1,28
	21

	(T) Has a valuable trademark
	T-TRADEMRK
	2,23
	1,45
	22

	(T) Will provide financing/capital to venture
	T-CAPITAL
	2,22
	1,15
	23

	(T) Possesses needed licenses, patents, know-how, etc.
	T-LICPATENT
	2,08
	1,37
	24

	(T) Enhances venture’s ability to make sales to gov./public companies
	T-PUBLSECTR
	1,85
	1,19
	27

	(T) Enables venture to qualify for subsidies or credits
	T-CREDIT
	1,85
	1,19
	27

	
	
	
	
	

	Partner-related criteria
	
	
	
	

	(P) Our trust in the partner
	P-TRUST
	3,48
	1,14
	1

	(P) Seems to have a strong commitment to the venture
	P-COMMIT
	3,41
	1,25
	2

	(P) Trust between partners
	P-MUTRUST
	3,39
	1,29
	3

	(P) Top management of both firms are compatible
	P-MANCOMPAT
	2,83
	1,26
	12

	(P) Has related products
	P-RELPROD
	2,75
	1,34
	14

	(P) Prior positive cooperation
	P-PRIORREL
	2,07
	1,26
	25

	(P) Has similar national or corporate culture
	P-SIMCULT
	1,95
	1,06
	26

	(P) Is similar in size or corporate structure
	P-SIMSIZE
	1,50
	0,89
	29


earlier studies. The lower importance of relatedness in this study may be partly explained by the fact that the firms in several cases reported that they had very few relevant potential partners – in many cases only one – and these were operating totally or mainly in the same business as the Finnish firm. Tomlinson (1970) found in his study that earlier relationship with the partner was an important criterion. Later on also Tatoglu and Glaister (2000) found that earlier relationship was important (in fact the most important criteria), but from the local partner’s point of view, not from the foreign partner’s point of view. Also the results in other studies have been in accordance with the results of this study that the earlier relationship has not been among important selection criteria by the foreign partner.

According to Geringer very low importance was given to geographical closeness to the partner, to the ability to enable IJV to qualify for subsidies or credits, and to the ability to provide low cost labor to the IJV. In the other studies low importance has been given to the ability to negotiate with foreign government, access to labor, local brand names, and materials/natural resources. In this study clearly higher importance was given to the ability to negotiate with foreign government and access to raw materials and components. The difference in the results is at least partly explained by the geographical location of the IJVs. In this study over one-third of the IJVs were located in CEE countries and some additional units in other non-OECD countries whereas in some studies – like in Glaister and Buckley (1997) – all the IJVs have been located in OECD countries. In this study the criteria of partner is similar in size received the lowest ranking. Usually this criteria has received mid-level ranking. 

In H1 it was expected that partner-related criteria are more weighted than task-related criteria among the most important selection criteria. As discussed above all of the three criteria clearly more important than the others were partner-related. Furthermore only two task-related criteria received a mean score of more than 3.00. Thus the results give support to the H1.

5.2. Factor analysis of  selection criteria

The twenty-nine selection criteria represent a number of overlapping perspectives. Because of the potential conceptual and statistical overlap an attempt was made to identify a smaller number of distinct, non-overlapping selection criteria for the sample data by means of exploratory factor analysis. The factor analysis produced eight underlying factors (with eigenvalues over one) which explained a total of 75.15% of the observed variance. Four of the factors (see Table 5) are composed of both task- and partner-related selection criteria indicating conceptual overlap between these concepts. All of the remaining four factors are composed of  only task-related  selection criteria and thus none factor is composed of only partner-related selection criteria. As discussed earlier, in the earlier studies seven to nine factors have identified which have explained 70.9 % (Glaister & Buckley 1997) to 78.6 % (Tatoglu & Glaister 2000) of the observed variance. Usually three or four factors have been mixed. Thus, in these respects the results of this study are very similar to the findings in earlier studies.

Factor 1: Trust, top management and commitment. The first factor had high positive loadings on four selection criteria: trust between partners and our trust in the partner, top management compatible, and partner’s strong commitment to the venture.  Thus all those four selection criteria were partner-related. Of the four other selection criteria in the first factor two were partner- and two task-related.

Factor 2: Post sale, marketing systems and trademark. The second factor had high positive loadings on the criteria of access  to post-sale service  network and  to marketing  or  distribution systems.  In addition, the criteria of  possession of a 

Table 5

Factor analysis of the selection criteria

	FACTOR
	Load
	Alpha
	Eigen-value (total)
	% of variance
	Cumulative %

	Factor 1: Trust, top management and commitment
	
	0,8895
	7,406
	25,538
	25,5

	(P) Trust between partners
	0,8720
	
	
	
	

	(P) Our trust in the partner
	0,8525
	
	
	
	

	(P) Top management of both firms are compatible
	0,8500
	
	
	
	

	(P) Seems to have a strong commitment to the venture
	0,8483
	
	
	
	

	(T) Has a valuable reputation
	0,5873
	
	
	
	

	(T) Can supply general managers to the venture
	0,5446
	
	
	
	

	(T) Can supply technically skilled personnel
	0,4733
	
	
	
	

	(P) Prior positive cooperation
	0,4641
	
	
	
	

	Factor 2: Post sale, marketing systems and trademark
	
	0,8377
	3,778
	13,028
	38,6

	(T) Has access to post-sales service network
	0,8514
	
	
	
	

	(T) Has access to marketing or distribution systems
	0,8353
	
	
	
	

	(T) Has a valuable trademark
	0,7005
	
	
	
	

	(T) Has a valuable reputation
	0,5422
	
	
	
	

	(T) Can enhance the venture’s export opportunities
	0,4672
	
	
	
	

	Factor 3: Low labor and production costs
	
	0,7529
	2,754
	9,497
	48,1

	(T) Can provide low cost labor to the venture
	0,8112
	
	
	
	

	(T) Will enable the venture to produce at lowest cost
	0,7502
	
	
	
	

	(T) Controls favorable location for production
	0,6461
	
	
	
	

	(T) Helps comply with government requirements/pressure
	0,6408
	
	
	
	

	(T) Has access to raw materials or components
	0,5972
	
	
	
	

	Factor 4: Fast entry and local knowledge
	
	0,8301
	2,486
	8,572
	56,6

	(T) Permits faster entry into the target market
	0,8994
	
	
	
	

	(T) Has knowledge of target market’s economy & customs
	0,7288
	
	
	
	

	(T) Can provide better access for your company’s products
	0,6580
	
	
	
	

	Factor 5: Capital and credit
	
	0,5654
	1,649
	5,687
	62,3

	(T) Will provide financing/capital to venture
	0,7282
	
	
	
	

	(T) Enables venture to qualify for subsidies or credits
	0,6423
	
	
	
	

	(P) Has related products
	-0,5010
	
	
	
	

	(T) Possesses needed manufacturing or R&D facilities
	-0,6924
	
	
	
	

	Factor 6: Relations to public sector and partner similarity
	
	0,5984
	1,435
	4,949
	67,3

	(T) Enhances venture’s ability to make sales to gov./public companies
	0,7970
	
	
	
	

	(P) Is similar in size or corporate structure
	0,7080
	
	
	
	

	(P) Has similar national or corporate culture
	0,7028
	
	
	
	

	Factor 7: Industrial/Intellectual property rights and export opportunities
	
	0,4726
	1,194
	4,119
	71,4

	(T) Possesses needed licenses, patents, know-how, etc.
	0,7441
	
	
	
	

	(T) Can enhance the venture’s export opportunities
	0,5506
	
	
	
	

	(P) Prior positive cooperation
	0,4546
	
	
	
	

	Factor 8: Technical personnel and management
	
	0,6150
	1,092
	3,767
	75,2

	(T) Can supply technically skilled personnel
	0,6599
	
	
	
	

	(T) Can supply general managers to the venture
	0,4534
	
	
	
	

	(T) Enhances perceived local or national identity
	-0,4631
	 
	 
	 
	 

	(T) = Task-related.    (P) = Partner-related.
	
	
	
	
	

	Principal component analysis.  Rotation method: Varimax with Kaiser normalization.
	
	
	

	K-M-O measure of sampling adequacy = 0,518.       Bartlett test of sphericity = 1109,418; p < 0,000.
	
	


valuable trademark also received a loading of 0.70. The two other selection criteria in this factor received clearly lower loadings.

Factor 3: Low labor and production costs. The third factor had high loadings on two selection criteria: low cost labor and production with low costs. The factor consists of altogether five selection criteria, all of which are task-related.

Factor 4: Fast entry and local knowledge. The fourth factor had a very high loading of 0.9 on the task-related criteria of permits faster entry into the target market. Other two criteria in the fourth factor were knowledge of target market’s economy and customs and better access to the company’s products, both task-related criteria.

Factor 5: Capital and credit. The fifth factor had higher loadings on two selection criteria: providing financing/capital and enchanging access to subsidies or credits. The other two selection criteria in factor five had negative loadings: related products and possessing of manufacturing or R&D facilities.

Factor 6: Relations to public sector and partner similarity. The sixth factor had high loading on three selection criteria: task-related criteria of sales to government/public companies and partner-related criteria of similarity in size and/or corporate structure and similar national or corporate culture.

Factor 7: Industrial/Intellectual property rights and export opportunities. The seventh factor had a high loading  on the task-related criteria of possession of needed licenses, patents, know how etc. Two other criteria in factor five – ability to enhance the venture’s export opportunities and prior positive cooperation – received clearly lower loadings.

Factor 8: Technical personnel and management. The eighth factor had a high positive loading on the task-related selection criteria of supply of technically skilled personnel. One of the two other criteria in this factor – enhances perceived local or national identity – received a negative loading.

Five individual selection criteria are included in two different factors: REPUTAT in factors one and two, PRIORREL in factors one  and seven, GENMANAG and  TECHSKILL in  factors one and  eight, and EXPOPPORT in factors two and seven. All those variables received loadings exceeding 0.45 on both factors and especially in the case of PRIORREL the difference in the loadings was extremely low between the two factors. Also in the study by Geringer (1988) several selection criteria were included in two or even more factors (the criteria were categorized into factors based on lower loadings than in this study).

5.3. Selection criteria and foreign partner-specific variables

In H2 it was expected that the relative importance of selection criteria will vary with the foreign partner-specific variables. The size and earlier FDI, IJV and target country-specific experience of the foreign partner were selected as the foreign partner-specific variables. Results in Table 6 indicate that there existed in total only two cases where the factors had means which were significantly different: factor one based on IJV experience and factor three based on target country-specific experience. Thus based on the size of the foreign partner and FDI experience no factor indicated statistically significant difference in mean values. Based on individual selection criteria results in total 15 cases indicated statistically significant differences. Seven of those cases were related to the extent of  IJV and five to the extent of target country-specific experience. Thus it may be concluded that H2 receives weak support in the cases of IJV and target country-specific experience, but no support based on the size and FDI experience of the foreign partner. 

Of the single mean values noteworthy are the very high mean values of the criteria of mutual trust and trust on the partner among those cases in which the Finnish firms had no earlier FDI and IJV experience (the only cases where a mean value of four was reached or exceeded). Also the earlier results by Nielsen (2003) indicated the high importance of trust, especially in cases where the reviewed companies did not have earlier alliance experience (statistically significant difference as also in this study). Other important selection criteria independent of level of alliance experience were partner reputation and relatedness of partner business.

Table 6

Selection criteria and foreign partner-specific variables

	Factor / Criteria
	Size of the Finnish partner (turnover 2001)
	FDI experience
	IJV Experience
	Target country experience

	
	> 500 MEURO (n=29)
	≤ 500 MEURO (n=31)
	Yes

(n=52)
	None

(n=8)
	Yes

(n=48)
	None

(n=12)
	Yes

(n=45)
	None

(n=15)

	Factor 1
	-0,17
	0,16
	-0,05
	0,31
	-0,12
	  0,44 *
	-0,03
	0,15

	P-MUTRUST
	3,07
	  3,68 *
	3,27
	  4,13 *
	3,19
	   4,17 **
	3,36
	3,47

	P-TRUST
	3,24
	3,72
	3,40
	4,00
	3,35
	  4,00 *
	3,43
	3,64

	P-MANCOMPAT
	2,55
	  3,10 *
	2,79
	3,13
	2,71
	3,33
	2,84
	2,80

	P-COMMIT
	3,25
	3,55
	3,35
	3,75
	3,30
	3,83
	3,36
	3,53

	T-REPUTAT
	2,79
	3,03
	2,87
	3,25
	2,75
	   3,58 **
	2,93
	2,87

	P-PRIORREL
	1,86
	2,26
	2,12
	1,75
	2,08
	2,00
	  2,24 *
	1,53

	Factor 2
	0,08
	-0,07
	-0,01
	0,05
	0,01
	-0,34
	0,03
	-0,03

	T-EXPOPPORT
	2,17
	2,53
	2,25
	3,00
	2,19
	  3,00 *
	2,45
	2,07

	Factor 3
	-0,12
	0,12
	-0,03
	0,16
	0,04
	-0,16
	-0,15
	  0,44 *

	T-LABCHEAP
	2,34
	2,97
	2,60
	3,13
	2,75
	2,65
	2,38
	    3,53 ***

	T-LOWCOST
	2,62
	  3,32 *
	2,94
	3,25
	3,04
	2,75
	2,76
	   3,67 **

	T-GOVNEGO
	2,96
	2,74
	2,88
	2,63
	2,85
	2,83
	2,64
	  3,47 *

	Factor 4
	0,15
	-0,15
	0,05
	-0,28
	0,05
	-0,17
	-0,01
	0,02

	Factor 5
	0,11
	-0,11
	0,04
	-0,23
	-0,09
	0,32
	0,03
	-0,04

	T-CAPITAL
	2,28
	2,16
	2,23
	2,13
	2,15
	2,50
	2,20
	2,27

	T-CREDIT
	2,07
	1,67
	   1,98 **
	1,00
	1,85
	1,83
	1,86
	1,80

	T-FACILITY
	2,90
	2,97
	2,92
	3,00
	3,04
	2,50
	2,93
	2,93

	Factor 6
	0,10
	-0,10
	-0,01
	0,06
	-0,03
	0,09
	-0,05
	0,19

	T-PUBLSECTR
	1,83
	1,87
	1,81
	2,13
	1,79
	2,08
	1,78
	2,07

	P-SIMSIZE
	1,45
	1,55
	1,50
	1,50
	1,50
	1,50
	1,47
	1,60

	Factor 7
	-0,16
	0,15
	0,03
	-0,15
	0,03
	-0,10
	0,12
	-0,39

	T-EXPOPPORT
	2,17
	2,53
	2,25
	3,00
	2,19
	  3,00 *
	2,45
	2,07

	P-PRIORREL
	1,86
	2,26
	2,12
	1,75
	2,08
	2,00
	  2,24 *
	1,53

	Factor 8
	0,08
	-0,08
	-0,04
	0,26
	-0,05
	0,18
	0,06
	-0,11

	* p ≤ 0,1      ** p ≤ 0,05      *** p ≤ 0,01      **** p ≤ 0,001
	
	
	
	
	


Furthermore, the results by Nielsen indicated that firms having earlier experience laid more weight on the financial status and size of the partner than firms having no earlier experience, whereas the latter firms laid more weight on favorable past association than the formers. In this study the criteria of financial status, firm size and prior relationship were not significant selection criteria among any of the subgroups. Instead partner’s reputation was highly appreciated by firms without any earlier IJV experience.

5.4. Selection criteria and IJV location 

In H3 it was expected that the relative importance of selection criteria will vary with the location of the IJV. The influence of the location was analyzed based on the regional location, cultural distance, geographic distance, and level of economic development of the target country. Results in Table 7 indicate that there existed in total eight cases where the factors had significantly different mean values. Especially related to factor three all four measures of location indicated statistically significant differences. In addition statistically significant differences were found related to factor two and factor eight, in both cases based on the region of the IJV and level of economic development of the target country. Between individual selection criteria statistically significant differences were found in 41 cases. Thus, the results give support to the view that the relative importance of the selection criteria really tend to vary with the location of the IJV. How much do they vary, depends on the measure of location. There were clearly more differences based on the region of the unit and level of economic development of the target country than based on cultural distance and especially on physical distance. However, in general it can be concluded that the H3 is supported.

Glaister and Buckley (1997) found only very limited support for the assumption that the relative importance of the selection criteria tend to vary with the nationality of the partner whereas Nielsen (2003) found strong support to the respective assumption. One explanation for the differences in the results may be that a part of the IJVs analyzed in the first study were located in the UK, not abroad, whereas all IJVs in the latter study were located in foreign countries as was the case also in this study. Another difference is the geographical distribution. Glaister and Buckley used a sample in which IJVs located in Japan formed one group whereas in this study and in the study by Nielsen, IJVs located in any Asian countries were grouped as one. Furthermore, the two other studies had IJVs located in the USA as one group whereas in this study the third group consisted of IJVs located in various EE/CEE countries. Unfortunately neither Glaister and Buckley nor Nielsen measured the influence of the partner nationality/location with other measures than based on only regional distribution.

The results of this study indicate that in IJVs established in Western Europe all individual means in factor two received clearly higher values than in other areas. Noteworthy is especially the clearly higher mean value for the marketing and distribution systems. Tight competition in the Western European markets demand good marketing and distribution arrangements. There is also some support to the assumption that firms without earlier IJV experience laid more weight on the export opportunities and therefore the marketing and distribution systems of the partner not only in the target country, but also in the neighboring countries were of importance. Also reputation of the partner and relatedness of the operation were much more highly rated in Western European IJVs than in IJVs located elsewhere. Technical skills and general management were clearly more important in IJVs located in CEE and EE than elsewhere whereas low costs and ability to negotiate with government were appreciated especially in IJVs located in Asian countries. Only one of the criteria in which a statistically significant difference occurred  between IJVs in different regions was partner-related, all of the rest were task-related. Also the differences between physically near and distant IJVs concerned only task-related criteria. A strong intercorrelation between the location-specific variables of cultural and physical distance and the level of economic development was noticed – most non-OECD countries were culturally and physically in the more distant group. Almost all 

Table 7

Selection criteria and location-specific variables

	Factor / Criteria
	Region
	Cultural distance
	Physical distance
	Level of development

	
	WE

(n=20)
	EE/CEE

(n=22)
	Asia

(n=15)
	> 1,50

 (n=30)
	 ≤ 1,50
  (n=30)
	>2000 km

(n=22)
	≤ 2000 km

(n=38)
	NON-OECD

(n=32)
	OECD

(n=28)

	Factor 1
	-0,16
	0,18
	-0,09
	-0,23
	0,21
	-0,09
	0,05
	0,19
	-0,23

	P-MANCOMPAT
	2,80
	2,95
	2,60
	2,53
	  3,13 *
	2,68
	2,92
	2,94
	2,71

	T-REPUTAT
	  3,40 *
	2,77
	2,47
	2,60
	   3,23 **
	2,59
	3,11
	2,69
	3,18

	T-GENMANAG
	2,25
	  3,09 *
	2,33
	2,47
	2,77
	2,45
	2,71
	2,81
	2,39

	T-TECHSKILL
	2,40
	   3,41 **
	3,20
	2,83
	3,00
	2,77
	3,00
	   3,25 **
	2,54

	P-PRIORREL
	1,75
	2,14
	2,53
	2,03
	2,10
	2,18
	2,00
	   2,44 **
	1,64

	Factor 2
	    0,55 ***
	-0,31
	-0,45
	-0,21
	0,19
	-0,15
	0,08
	-0,30
	   0,36 **

	T-POSTSALE
	   3,15 **
	2,14
	1,93
	2,17
	2,70
	2,27
	2,53
	2,03
	   2,89 **

	T-MARKDIST
	    3,70 ***
	2,32
	2,33
	2,43
	  3,23 *
	2,86
	2,82
	2,41
	3,32

	T-TRADEMRK
	    3,15 ***
	1,91
	1,60
	2,00
	2,47
	1,77
	  2,50 *
	1,69
	     2,86 ****

	T-REPUTAT
	 3,40 *
	2,77
	2,47
	2,60
	   3,23 **
	2,59
	3,11
	2,69
	3,18

	T-EXPOPPORT
	 2,85 *
	2,33
	1,87
	2,10
	2,62
	2,09
	2,51
	2,19
	2,56

	Factor 3
	-0,55
	0,17
	    0,56 ***
	   0,33 **
	-0,29
	    0,48 ***
	-0,28
	     0,43 ****
	-0,51

	T-LABCHEAP
	1,50
	3,18
	     3,33 ****
	     3,17 ***
	2,17
	   3,32 **
	2,29
	     3,34 ****
	1,89

	T-LOWCOST
	2,30
	3,18
	   3,67 **
	   3,40 **
	2,57
	   3,50 **
	2,68
	     3,53 ****
	2,36

	T-FAVLOCA
	2,80
	2,77
	3,47
	3,13
	2,80
	   3,45 **
	2,68
	3,19
	2,71

	T-GOVNEGO
	1,95
	3,09
	    3,64 ***
	    3,24 **
	2,47
	    3,52 ***
	2,47
	    3,35 ***
	2,29

	T-RAWMAT
	2,30
	2,73
	3,00
	2,47
	2,77
	2,73
	2,55
	    3,06 ***
	2,11

	Factor 4
	0,08
	-0,17
	0,00
	0,05
	-0,04
	0,26
	-0,15
	-0,17
	0,21

	T-FASTENTRY
	3,40
	2,82
	2,93
	2,97
	3,13
	3,14
	3,00
	2,72
	  3,43 *

	T-ACCESS
	3,00
	2,59
	2,60
	2,77
	2,73
	2,86
	2,68
	2,41
	   3,14 **

	Factor 5
	-0,22
	0,17
	0,00
	-0,01
	0,01
	0,06
	-0,03
	0,11
	-0,13

	P-RELPROD
	   3,40 **
	2,50
	2,27
	2,33
	   3,17 **
	2,59
	2,84
	2,59
	2,93

	Factor 6
	-0,08
	0,07
	-0,03
	0,05
	-0,05
	-0,08
	0,04
	0,04
	-0,05

	P-SIMCULT
	1,95
	2,09
	1,73
	1,67
	   2,23 **
	1,77
	2,05
	2,06
	1,82

	Factor 7
	0,31
	-0,12
	0,06
	0,01
	-0,01
	-0,14
	0,08
	-0,14
	0,17

	T-EXPOPPORT
	  2,85 *
	2,33
	1,87
	2,10
	2,62
	2,09
	2,51
	2,19
	2,56

	P-PRIORREL
	1,75
	2,14
	2,53
	2,03
	2,10
	2,18
	2,00
	   2,44 **
	1,64

	Factor 8
	-0,34
	  0,41 *
	0,11
	0,04
	-0,04
	-0,09
	0,05
	  0,21 *
	-0,25

	T-TECHSKILL
	2,40
	   3,41 **
	3,20
	2,83
	3,00
	2,77
	3,00
	   3,25 **
	2,54

	T-GENMANAG
	2,25
	 3,09 *
	2,33
	2,47
	2,77
	2,45
	2,71
	2,81
	2,39

	* p ≤ 0,1      ** p ≤ 0,05      *** p ≤ 0,01      **** p ≤ 0,001
	
	
	
	
	


individual means related to factor three were clearly more highly rated in the non-OECD, culturally and physically more distant group. Especially cheap labor, production costs, and relations to the government/public institutions received clearly higher means in these subgroups whereas in OECD countries fast entry and providing better access to the company’s products were clearly more important than in non-OECD countries. Both results coincide with the earlier results.

Both Glaister and Buckley (1997) and Nielsen (2003) found that the selection criteria of access to knowledge of local culture and access to regulatory permits/market and regulatory knowledge were much more important in Asia than in other areas. Furthermore, as in this study, the results by Nielsen indicated that the criteria of partner’s ability to negotiate with the government was clearly more important in Asia than elsewhere, whereas the results by Glaister and Buckley did not indicate support for these findings. Furthermore, no statistically significant difference was found in the role of trust between different geographic areas in neither of the two studies. Thus in this respect the results were similar to the findings in this study. In the study by Glaister and Buckley the criteria of partner’s reputation was found to be more important in Japan than elsewhere whereas the results by Nielsen as well as the results in this study indicated the highest importance of reputation in Western Europe. Thus the results in this study coincide rather well especially with the earlier findings by Nielsen.
5.5.  Selection criteria and investment-specific variables

In hypothesis four it was expected that the relative importance of selection criteria will vary with the investment-specific variables. The influence of investment-specific variables was analyzed based on the form of investment, type of investment, relative partner size, and initial approach to the IJV. The results on the tests are presented in Table 8. The results indicate that there existed in total eight cases where the factors had statistically significant differences in the mean values: three based on the form of investment, two based on type of investment and relative partner size, and one based on the initial approach to the IJV. The differences concerned six various factors. The differences concerned six various factors. Related to factors six and seven no statistically significant differences between factors were found along any of the four investment-specific variables. Thus the diversification of differences along factors was greater than in cases of firm and IJV location-specific variables. Based on individual selection criteria statistically significant differences were found in 43 cases. Of those differences six were based on initiative to the IJV, eight on the relative partner size, ten on the type of investment and even 19 were based on form of investment. Thus in summary it can be concluded that the results give strong support for H4 along form of investment, moderate support along type of investment and relative partner size, and limited support based on initial to the IJV.

The more detailed analysis reveals that individual means of various selection criteria in factors one, three and eight received clearly higher means in IJVs established in the form of greenfield investment than in partial acquisitions (reputation as the only exception). The opposite situation was found related to selection criteria in factor two. Noteworthy are the especially high mean values of management commitment and trust among greenfield type of IJVs. Noteworthy among greenfield investments is also the clearly greater importance of technical skills, general management, cheap labor, and access to capital (mean values over 3.00 in the first three cases). What concerns the type of investment in cases of statistically significant differences the higher mean values of the importance of each criteria were always in the group of partly or totally unrelated IJVs and the differences were mainly focused on the selection criteria in factors one and eight. Of interest are the high mean values laid on trust in unrelated types of IJVs, but the great differences  in the importance  of  the 

Table 8

Selection criteria and investment-specific variables

	Factor / Criteria
	Form of investment
	Type of investment
	Relative partner size
	Initial approach

	
	Greenfield

(n=37)
	Acquisition

(n=23)
	Totally

related

(n=39)
	Partly / totally unrelated

(n=19)
	Finn. partner 

>50 % larger (n=43)
	Other        (n=18)
	Finnish

partner

(n=43)
	Other

(n=15)

	Factor 1
	    0,30 ***
	-0,45
	-0,06
	0,21
	0,01
	-0,03
	-0,10
	0,28

	P-MUTRUST
	   3,69 **
	2,91
	3,21
	  3,84 *
	3,41
	3,33
	3,26
	  3,93 *

	P-TRUST
	   3,75 **
	3,05
	3,35
	  3,95 *
	3,53
	3,39
	3,34
	  4,00 *

	P-MANCOMPAT
	   3,14 **
	2,35
	2,74
	3,11
	2,71
	3,11
	2,74
	3,20

	P-COMMIT
	    3,81 ***
	2,78
	3,42
	3,53
	3,36
	3,53
	3,17
	    4,13 ***

	T-REPUTAT
	2,84
	3,04
	2,74
	  3,32 *
	2,88
	3,00
	2,88
	3,17

	T-GENMANAG
	     3,03 ****
	1,96
	2,38
	   3,21 **
	2,60
	2,67
	2,60
	2,87

	T-TECHSKILL
	     3,30 ****
	2,30
	2,64
	    3,58 ***
	2,93
	2,89
	2,91
	3,07

	P-PRIORREL
	   2,32 **
	1,65
	2,08
	2,16
	1,95
	2,33
	1,93
	2,53

	Factor 2
	-0,23
	   0,35 **
	-0,07
	0,16
	-0,02
	0,05
	0,03
	-0,09

	T-POSTSALE
	2,08
	   3,00 **
	2,38
	2,63
	2,45
	2,39
	2,40
	2,53

	T-MARKDIST
	2,51
	  3,35 *
	2,92
	2,79
	2,83
	2,83
	2,72
	3,13

	T-TRADEMRK
	1,89
	   2,78 **
	2,08
	2,53
	2,33
	2,00
	2,28
	2,13

	T-REPUTAT
	2,84
	3,04
	2,74
	  3,32 *
	2,88
	3,00
	2,88
	3,13

	Factor 3
	     0,37 ****
	-0,56
	-0,09
	0,30
	0,03
	-0,08
	-0,18
	   0,49 **

	T-LABCHEAP
	     3,19 ****
	1,83
	2,56
	3,05
	2,83
	2,28
	2,42
	  3,27 *

	T-LOWCOST
	   3,30 **
	2,48
	2,90
	3,32
	3,02
	2,89
	2,60
	    3,87 ***

	T-FAVLOCA
	3,16
	2,65
	2,82
	3,42
	3,02
	2,83
	2,72
	   3,67 **

	T-GOVNEGO
	    3,31 ***
	2,13
	2,89
	2,95
	2,93
	2,65
	2,64
	3,20

	T-RAWMAT
	    3,03 ***
	1,96
	2,41
	   3,21 **
	2,40
	  3,11 *
	2,51
	2,87

	Factor 4
	-0,05
	0,08
	   0,22 **
	-0,36
	    0,19 **
	-0,47
	-0,08
	0,21

	T-FASTENTRY
	2,86
	3,35
	3,28
	2,63
	  3,29 *
	2,50
	2,93
	3,13

	T-LOCKNOW
	3,22
	3,13
	3,23
	3,21
	   3,45 **
	2,56
	3,05
	3,47

	T-ACCESS
	2,51
	  3,13 *
	2,87
	2,58
	2,86
	2,50
	2,70
	2,73

	Factor 5
	0,17
	-0,26
	0,05
	-0,04
	-0,28
	      0,69 ****
	0,04
	-0,10

	T-CAPITAL
	      2,59 ****
	1,61
	2,21
	2,37
	1,90
	      2,94 ****
	2,14
	2,47

	T-CREDIT
	1,89
	1,78
	1,92
	1,79
	1,67
	  2,29 *
	1,76
	1,80

	P-RELPROD
	2,57
	3,04
	2,69
	2,89
	     3,05 ***
	2,06
	2,67
	2,87

	T-FACILITY
	2,95
	2,91
	2,79
	3,26
	      3,31 ****
	2,06
	2,79
	3,27

	Factor 6
	0,00
	-0,01
	-0,14
	0,29
	0,01
	-0,01
	0,01
	-0,02

	P-SIMCULT
	2,03
	1,83
	1,79
	  2,37 *
	1,95
	1,94
	1,91
	2,20

	Factor 7
	-0,17
	0,25
	-0,11
	0,17
	-0,03
	0,07
	-0,05
	0,14

	P-PRIORREL
	    2,32 **
	1,65
	2,08
	2,16
	1,95
	2,33
	1,93
	2,53

	Factor 8
	0,14
	-0,22
	-0,28
	    0,52 ***
	-0,08
	0,19
	0,12
	-0,32

	T-TECHSKILL
	      3,30 ****
	2,30
	2,64
	    3,58 ***
	2,93
	2,89
	2,91
	3,07

	T-GENMANAG
	      3,03 ****
	1,96
	2,38
	   3,21 **
	2,60
	2,67
	2,60
	2,87

	T-LOCIDENT
	2,81
	2,52
	2,90
	2,32
	   2,93 **
	2,17
	2,56
	3,07

	* p ≤ 0,1      ** p ≤ 0,05      *** p ≤ 0,01      **** p ≤ 0,001
	
	
	
	
	


selection criteria of technical skills, general management, and raw materials between unrelated and related types of IJVs should also be noticed. The first two differences are easier to understand but the difference in the third case needs further analysis in future.

The relative weight of these criteria were even higher in cases of partly or totally unrelated IJVs and especially if the initiative for the IJV was from the other partner. Other noteworthy differences are the clearly higher means of low cost production and favorable location when the initiative was made by the foreign partner and the clearly higher weight of the criteria of technically skilled personnel in cases of partly or totally unrelated types of IJVs. The latter may be explained by the lack of technical knowledge of the foreign partner in cases of partly or totally unrelated types of IJVs.

Based on the relative size of the partner noteworthy is that all the mean values are below 3.55 – thus no very high mean values on any criteria among neither of the subgroups – and that the differences are focused on selection criteria in task-related criteria in factors four and five. In the cases in which the Finnish partner was clearly larger the companies had laid more importance on local knowledge, facilities and on the relatedness of the operation, whereas especially capital was clearly more important in cases in which the size of the partners was more equal. Also in the study by Glaister and Buckley (1997) it was found that access to capital was important when the non-UK partner was larger than the UK partner. Their findings indicated a clear difference also related to experience in technology applications, international experience, and management in depth. The results of this study did not, however, indicate respective differences (e.g. in general management, technical skill, and export opportunities).

As discussed above the fact of who had made the initial approach to the IJV had a smaller influence than the other three investment-specific variables on the relative weights of various selection criteria. Statistically significant differences were found in six cases which were all related to factors one and three. In all of those six cases the higher mean values were among the projects initiated by the other partner. Noteworthy are firstly the very high mean and difference related to the criteria of commitment. Secondly the importance of trust was clearly higher among the IJVs which were initiated by the other partner than in those initiated by the Finnish partner. The exceptionally high importance of commitment and trust in cases in which the other partner is the initiator is rather easy to understand. Instead the clearly higher importance of the three other selection criteria – low cost production, favorable location, and cheap labor – is not necessarily as clear. However, the fact that only two of the 15 cases in which the initial approach was made by the other partner were located in Eastern Europe or Asia makes it much easier to understand the finding. Glaister and Buckley (1997) found only little support for the influence of initial approach to partner selection. They found that financial status and reputation were more weighed in the cases in which the initial approach was made by the foreign partner and the criteria of favorable past association was more important in the cases in which the UK partner initiated the IJV. Thus what concerns the general influence of the initiator on partner selection, the results in this study and in the study by Glaister and Buckley are rather similar, but the selection criteria in which the differences were found are very different.

5.6.  Selection criteria and motives for the IJV formation

In H5 it was expected that the relative importance of the partner selection criteria will vary with the motives for the establishment of the IJV. Originally the motives were divided into five categories: 1) access to natural resources, 2) access to markets, 3) efficiency seeking, 4) seeking of strategic assets or capabilities and 5) learning and acquiring from partner’s contributions. Among the sample cases only one company informed that their main motive with the IJV was learning and one other that the motive was access to natural resources. Furthermore, only three companies informed that their main motive with the establishment was efficiency seeking. Thus, those five companies had to be excluded from this analysis. The rest of the companies were divided into three groups: market seeking IJVs (n= 18), strategic asset seeking IJVs (n=10) and several goal oriented IJVs (n=28). The last group consists of all those firms which had several equally important motives for the formation.

The results of the tests are presented in Table 9. The results indicate that the primary motive for investment had a statically significant influence on the relative importance of two selection criteria factors (factors one and three). Based on individual selection criteria statistically significant differences were found in eight cases (GENMANAG and TECHSKILL both in factors one and eight). All those cases concerned task-related selection criteria. In summary it can be concluded that the results give moderate support for the H5.

Table 9

Selection criteria and motives for investment.

	Selection criteria
	Primary motive for investment

	 
	Access to markets (n=18)
	Seeking of strategic assets or capabilities (n=10)
	several equally important motives (n=28)

	Factor 1
	-0,45
	   0,44 *
	0,10

	T-GENMANAG
	2,00
	2,40
	   2,96 **

	T-TECHSKILL
	2,22
	3,00
	   3,25 **

	Factor 2
	0,35
	0,03
	-0,18

	Factor 3
	-0,09
	-0,88
	     0,29 ***

	T-LABCHEAP
	2,50
	1,50
	   3,11 **

	T-LOWCOST
	2,83
	2,20
	  3,32 *

	T-GOVNEGO
	2,44
	2,00
	  3,21 *

	Factor 4
	0,23
	-0,35
	0,10

	T-ACCESS
	     3,39 ***
	1,70
	2,79

	Factor 5
	-0,02
	-0,01
	-0,02

	Factor 6
	-0,31
	0,00
	0,07

	Factor 7
	0,10
	-0,18
	0,13

	Factor 8
	-0,43
	0,26
	0,07

	T-GENMANAG
	2,00
	2,40
	   2,96 **

	T-TECHSKILL
	2,22
	3,00
	   3,25 **

	* p ≤ 0,1    ** p ≤ 0,05     *** p ≤ 0,01     **** p ≤ 0,001
	


The findings on the relationship between motives for the IJV and importance of various selection criteria have been mixed in earlier studies, as discussed earlier. Glaister and Buckley (1997) did not find any support for the relationship between the purpose of the IJV and the selection criteria, but the explanation for their finding may be that they analyzed differences between manufacturing and tertiary sector IJVs instead of the differences of motives among manufacturing IJVs. Glaister (1996) found support only for the relationship between motives and the task-related selection criteria, but not for the partner-related selection criteria, and Tatoglu and Glaister (2000) found only moderate support for the relationships. However, Nielsen (2003) found strong support for the relationship between motives and the relative importance of selection criteria. As discussed above, the results of this study gave moderate support and coincide with the results by Glaister (1996) indicating support for the relationship with task-related selection criteria, but not for partner-related selection criteria.

A more detailed analysis of the results in this study indicates that in seven of the eight cases where statistically significant differences were found on the relative weights given to various selection criteria  the highest mean values were found in cases were several motives had been equally important. Those selection criteria were the criteria of supply of general managers and technically skilled personnel, and cheap labor, low cost production, and relations to the local government. The importance of these selection criteria just in this subgroup is explained mainly by the fact that most of these IJVs were established in EE and CEE or Asia. The only case the clearly highest mean was in the other subgroups concerned importance of better access to the company’s products which was rated much more important in market seeking IJVs than in other types of IJVs. In the earlier studies the classification of motives for the IJVs and the analysis has been made somewhat differently and therefore more detailed comparisons of the results is difficult to make.

5.7. Selection criteria and performance

In H6 it was expected that there exists differences in the relative importance of selection criteria in cases of well and medium-to-low performing IJVs. The performance of the reviewed IJVs was measured along five point Likert-scale based on the foreign partner’s view on three measures of performance: the overall performance of the IJV, the financial performance of the IJV, and performance of the IJV compared to the main competitors in 2000-2001. The selection of these three criteria was based on the survey made. The survey included a question about the relative importance (scale 1 to 5) of ten different alternative criteria in the evaluation of the IJV performance. The mean values of the three criteria of performance used in this study were: overall performance 3.49, financial performance 3.51, and performance compared to the main competitors 3.98. Thus based on the third measure the managers were somewhat more satisfied with the results than based on the two first measures. The overall performance correlated rather highly with financial performance (0.741) and performance compared to competitors (0.693), but the correlation between the two other performance measures was clearly lower (0.458). In general the results indicate that the Finnish firms were rather satisfied with their IJVs. However, they were not as satisfied as in the companies which were analyzed in the study by Nielsen (2003): 2.36 based on financial performance and 2.35 based on learning on a three point Likert scale. Also in the study by Tatoglu and Glaister (2000) the results indicated a high level of satisfaction towards the perfomance of the IJV by both the foreign, but especially the local partners (mean values 3.85 and 4.20 on a five point scale where 5=very satisfied).

The results of the rating of the IJV performance and the relative importance of selection criteria are presented in Table 10. The results indicate statistically significant differences related to the mean values of two factors (factors one and six) in four cases. Two of those cases were based on overall performance, one case based on financial performance and one on performance compared to competitors. Based on single selection criterion the results indicated statistically significant differences in 16 cases. In all those cases greater relative importance was given by the well performing IJVs subgroup. Results based on overall performance and financial performance indicate differences in the relative importance of selection criteria in several factors, but based on performance compared to competitors only in the relative importance of selection criteria in factor six. Based on overall and financial performance the criteria of mutual trust, management fit and similar culture received clearly higher mean values in the better than in the poorly performing IJVs. Furthermore, based on overall performance in better performing cases the management had laid more importance on the criteria of commitment to the IJV, credit, and similarity in size than in poorly performing cases. In all but one of the cases the differences related to both performance measures concerned the weights given to partner-related criteria as could have also been expected. In total it can be concluded that the results give at least weak support for the finding that relative importance given to various selection criteria in better performing IJVs have been different from those in poorly performing IJVs.

Table 10

Selection criteria and performance of the IJV
	Factor / Criteria
	Overall performance
	Financial performance
	Performance compared to main competitors

	
	Very/mostly unsatisfied / neutral (n=27)
	Very/mostly    satisfied  (n=30)
	Very/mostly unsatisfied / neutral  (n=25)
	Very/mostly satisfied  (n=28)
	Very/mostly unsatisfied / neutral  (n=15)
	Very/mostly satisfied  (n=38)

	Factor 1
	-0,21
	  0,28 *
	-0,26
	   0,35 **
	0,02
	0,13

	P-MUTRUST
	3,04
	   3,83 **
	3,17
	  3,82 *
	3,36
	3,58

	P-MANCOMPAT
	2,44
	    3,30 ***
	2,56
	   3,32 **
	2,67
	3,08

	P-COMMIT
	3,15
	   3,83 **
	3,29
	3,75
	3,43
	3,58

	P-PRIORREL
	1,96
	2,20
	1,80
	   2,50 **
	2,00
	2,24

	Factor 2
	-0,03
	0,01
	0,08
	0,01
	0,33
	-0,07

	Factor 3
	0,04
	-0,05
	-0,06
	0,00
	0,22
	-0,11

	T-LOCATION
	2,96
	2,93
	2,60
	  3,25 *
	3,00
	2,92

	Factor 4
	-0,17
	0,20
	-0,11
	0,09
	-0,13
	0,06

	Factor 5
	-0,16
	0,10
	0,04
	0,03
	-0,04
	0,06

	T-CREDIT
	1,44
	   2,10 **
	1,63
	2,04
	1,43
	2,00

	P-RELPROD
	2,59
	2,93
	2,36
	   3,11 **
	2,73
	2,76

	Factor 6
	-0,30
	  0,15 *
	-0,10
	-0,01
	-0,56
	   0,14 **

	T-PUBLSECTR
	1,70
	1,93
	1,92
	1,82
	1,33
	   2,08 **

	P-SIMCULT
	1,59
	   2,23 **
	1,48
	    2,36 ***
	1,53
	  2,11 *

	P-SIMSIZE
	1,22
	   1,70 **
	1,52
	1,50
	1,13
	  1,66 *

	Factor 7
	0,09
	-0,06
	0,16
	-0,07
	0,01
	0,02

	P-PRIORREL
	1,96
	2,20
	1,80
	   2,50 **
	2,00
	2,24

	Factor 8
	0,19
	-0,15
	0,13
	-0,10
	0,12
	-0,06

	* p ≤ 0,1      ** p ≤ 0,05      *** p ≤ 0,01      **** p ≤ 0,001
	
	
	


6. Summary and conclusions

The goals of this paper were to analyze the relative importance of various partner selection criteria in IJVs and to analyze the links between the selection criteria and IJV performance. In more detail the goal was to analyze the role of various task- and partner-related selection criteria introduced by Geringer (1988). In addition to the general analysis the goal was also to analyze the influence of various foreign partner-specific, IJV location-specific and investment-specific variables on the relative importance of various selection criteria. Furthermore, the relationships between IJV performance and various selection criteria were reviewed in order to analyze whether there are any clear differences in the relative importance given to various criteria in better and poorly performing IJVs. 

The selection of the right partner for the IJV should lead to planned/superior performance whereas the selection of a wrong partner to the IJV may lead to great problems in management and decision-making and may even lead to the leakage of tacit knowledge and/or to other problems e.g. with the image of the foreign partner. Results in several studies have indicated that 20 to even 70 percent of the IJVs are failures, are unstable and/or do not meet the goals set for them. In several cases the problems are linked to the partner. Thus  the partner choice is a  key  issue in IJV decision-making process. Therefore it is somewhat surprising that partner selection – at least more detailed analysis of the selection – has received only limited attention, as noticed in several recent studies (see e.g. Robson 2002 and Nielsen 2003). Based on the earlier literature six hypotheses were developed for testing. The sample of the study was based on 60 manufacturing IJVs established by 47 Finnish companies during 1975 and 2001 in OECD and non-OECD-countries. In the analysis of results similar methods were used as in earlier studies (mean values, Anova, Independent sample t-tests).

The five most important selection criteria used by the Finnish companies from the 29 criteria were:  our trust in the partner, strong commitment to the venture, trust between partners, knowledge of the target market’s economy and customs and ability to permit faster entry into the target market. The three most important criteria of those five – the three mentioned first – are partner-related and the two others task-related. The results of this study match very well with the findings in earlier studies (Geringer 1988, Glaister 1996, Glaister and Buckley 1997, Tatoglu and Glaister 2000, and Nielsen 2003). The clearly lowest mean value was received by the criteria of similarity in size or corporate structure. 

The reviewed 29 selection criteria represent a number of overlapping perspectives which were partly confirmed by the correlation matrix of selection criteria which displayed a number of low to moderate intercorrelations between selection criteria categories. In order to identify a smaller number of distinct, non-overlapping selection criteria, exploratory factor analysis was used. The factor analysis produced eight underlying factors which explained a total of  75.15 % of the observed variance. In earlier studies seven to nine factors have been identified which have explained 70.9-79 % of the observed variance. Thus in general the results were rather similar to earlier studies, but the factor compositions were in several respects rather different from the findings in earlier studies.

Concerning hypotheses two to five the results indicated that the variables related to the IJV location (especially the geographic area), other investment specific variables (especially the form of establishment)  and the motives for the establishment had influenced the relative importance given to various selection criteria. Instead the foreign partner-specific variables had very limitedly influenced the importance of the selection criteria used. The more detailed results indicate that across the characteristics of the sample the relative importance of selection criteria differed most in connection with Factor 3  (low labor and production costs) where in eight cases a statistically significant difference between reviewed groups was found.

The sample companies were in general rather satisfied with the performance of the reviewed units. The greatest differences between well and poorly performing IJVs related to factors one and six. Concerning factor one the managers of the well performing units had laid much more importance on the criteria concerning mutual trust, management fit and management commitment. Concerning factor six the greatest difference related to the importance of the selection criteria of similar culture and similarity in size which had been much more important as the selection criteria in better than in poorly performing units. However, the mean values of these criteria were much lower than the mean values of the criteria in factor one even in well performing units. Thus in total also hypothesis six received moderate support. The results of the study are summarized in Table 11.1
Contrary to the results in this study, Glaister and Buckley (1997) found moderate support only for the role of location of the IJV (in the UK vs. abroad), but not for the influence of other reviewed variables  (nationality of the partner, industry, purpose, initial approach, relative partner size). Tatoglu and Glaister (2000) found support for the influence of strategic motives for the IJV on the relative weights given  to various  selection  criteria in  IJVs  established in Turkey  and  Nielsen (2003) made a  similar finding in his study focusing on international strategic alliances by Danish companies. However, Glaister (1996)  found  support  only  for  the  influence  of  strategic  motives  for  task-related  selection  criteria  in  IJVs 

Table 11

Summary of the results of the study

	H1:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	PARTNER-RELATED
	 
	
	
	
	                  Supported
	
	
	
	 

	vs. TASK-RELATED
	 
	
	
	
	
	
	
	
	 

	CRITERIA
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	H2:
	 
	Firm size
	FDI experience
	IJV experience
	Target country 

	FOREIGN PARTNER-
	 
	
	 
	 
	
	 
	 
	
	 
	experience

	SPECIFIC VARIABLES
	Not supported
	Not supported
	Weak support
	Weak support

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	H3:
	 
	Region
	Cultural distance
	Physical distance
	Level of development

	LOCATION-
	Strong support
	Weak support
	Weak support
	Strong support

	SPECIFIC VARIABLES
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	H4:
	 
	Form of inv.
	Type of inv.
	Relative partner size
	Initial approach

	INVESTMENT-
	Strong support
	Moderate support
	Moderate support
	Weak support

	SPECIFIC VARIABLES
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	 

	H5: 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	MOTIVES FOR THE
	Moderate support

	INVESTMENT
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	H6:
	 
	Overall performance
	Financial performance
	Performance compared to

	PERFORMANCE
	 
	
	
	 
	 
	
	
	 
	main competitors

	 
	 
	Weak support
	Weak support
	Weak support

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


established by UK based companies. Furthermore, results by Nielsen (2003) indicated strong support for the influence of partner nationality on the relative importance given to various selection criteria. His results also indicated that prior alliance experience had influenced the relative importance given to task-related selection criteria, but not as much the weights given to partner-related criteria. Thus the results of this study coincide rather well with the earlier findings by Glaister and by Nielsen. 

From the management point of view the results indicate that partner-related selection criteria – especially the criteria of trust in the partner and between partners and management commitment – have been the most important selection criteria. Furthermore, differences in the relative weights of selection criteria between well and medium-to-low performing IJVs are noteworthy. An additional interesting finding was that all of the eight companies which were extremely satisfied with the IJV performance stated that the most important selection criteria was a task-related selection criteria. Thus, as may be expected, trust and commitment alone do not guarantee a successful future for the IJV – there has to exist e.g. enough strategic fit between the partners in order to enhance the resource base and competitiveness of the foreign (and local) partner.

The contribution of the study is based on the rather limited amount of research of these issues, especially focusing on the relationship between the relative importance of the selection criteria and IJV performance. As also presented in the paper, there are differences in the classification of the selection criteria, in the amount and type of selection criteria included and also the results have been more or less mixed. The different classifications and types/amount of criteria included in addition to differences in the sample and target country compositions may partly explain the differences. Some earlier studies and also the results in this study indicate the potential conceptual overlap between task-related and partner-related selection criteria. Therefore we can fully agree with Glaister and Buckley (1997) that a more fundamental approach to the identification of the core differences between the two types of criteria is definitely needed. Furthermore, the results indicate that differences seem to exist in the relative importance of various selection criteria depending on the foreign partner-specific, location-specific and other investment-specific variables as well as motives for the IJV formation. The results also indicate variation in the relative importance of selection criteria between well and medium-to-low performing IJVs.

However, there are many limitations in the study. The sample was based only on IJVs where the foreign partner was a Finnish firm. Furthermore, although the size of the sample was about the same as in most other studies, the size of the sample was rather limited. Thus, in future possible avenues for further research would be expansion of the sample to include more Finnish IJVs, but also e.g. IJVs established by other Nordic firms. This would give a basis to evaluate the existence of differences in the partner selection behavior of Finnish vs. other foreign companies and/or to evaluate whether the differences are more related e.g. to the location of the IJVs. What is clear is that there is a definite need for further research of the partner selection criteria and relationships between IJV performance and the selection criteria. Furthermore, this study included only the view of the foreign partner regarding the relative importance of various selection criteria, not the view of the local partner. Thus, one possible avenue to continue would be to follow Tatoglu and Glaister (2000) and include also the view of the local partner concerning the motives and the selection criteria.

________________________

1 To investigate the possible influence of timing and memory bias in the data a MANOVA procedure with the partner selection criteria being the dependent variables was done to compare the responses of older (pre 1996) IJVs to newer (1996 and more recent) IJVs. Univariate t-tests and multivariate test statistics indicated no statistically significant differences between the two groups enhancing confidence that the timing of the establishment or time-dependent forgetting effects did not cause significant bias.

Another analysis was made based on the ownership structure of the unit. The sample was divided into two groups: IJVs where the Finnish partner had a majority ownership at the time of the entry vs. IJVs where the Finnish partner was in the minority position or IJVs which were 50-50 owned.
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