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Abstract

Despite their growth as strategic instruments of global business, international joint ventures are known to be prone to instability and failure. At the same time as studying such failure through the deduction and testing of multivariate models comprising essentially static structural variables, researchers in this field have recognised the benefits of applying inductive research method such as the qualitative case study to the phenomenon. This paper offers a processual account of a failed German-Czech joint venture, based on empirical materials derived from intensive study of the Czech parent. We argue that, while the instability and failure of the venture may appear to have been structurally predisposed, the German parent effectively engineered the problems that led to its dissolution. The case study findings offer important empirical support for an emergent theoretical framework that highlights the role of the contextual circumstances of a cross-cultural alliance and examines how the parents attempt to use their power to enact the joint venture in a way that realises their strategic orientations.
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Introduction

International business scholars have often noted a strange paradox in their studies of international joint ventures (IJVs) and other forms of cross border strategic alliance. Evidence over the last few decades points not only to the rapid upsurge in and broad global spread of such organisational forms, but also to their high capacity for failure. In this paper, we address the question of IJV failure by examining the internal social dynamic of a cross-cultural venture between German and Czech partners in the automotive industry. We argue that this IJV was contextually and structurally predisposed to favour the stronger German partner and, within these parameters, its demise was contrived and manipulated by the dominant German partner to meet its strategic priorities – despite opposition by senior managers of the Czech parent. Based on our survey of the relevant literature and case study materials and interpretation, we construct a theoretical framework that highlights the complex relationships between the contexts of the IJV, structures and processes of power and the partners’ strategic orientations.

International joint ventures and other forms of strategic alliance across national borders are considered to be critical to the international strategies of multinational corporations or MNCs (e.g. Guillén, 2003; Parkhe, 1996; Si and Bruton, 1999). The term ‘joint venture’ refers to an agreement between two or more legally independent firms (parents, or partners) to establish a separate company with the strategic aim of pursuing a particular business project. International joint ventures involve at least one parent based in a foreign country and usually at least one partner that is domicile in the country of operation (Geringer and Hebert, 1989).

The two kinds of parent have been found to hold different strategic interests and motives with regard to the IJV. Local partners are often persuaded to enter alliances with large foreign owned MNCs by the opportunity to acquire rapidly modern technology, managerial know-how and competitive brands while joining the MNC’s established international networks. Foreign MNCs, on the other hand, seek to penetrate local markets, while gaining access to lower cost labour, local production facilities, raw materials and new technology (e.g. Beamish, 1985; Yan and Gray, 1994). Moreover, when entering a new market or establishing a new product carries a high level of operational uncertainty, the IJV is seen as a rational mechanism for controlling risk. It is therefore not surprising that the IJV as an organisational form has proliferated in less developed countries (LDCs) and in transforming economies, such as those in post-socialist Europe and reformist China, where economic conditions are uncertain and institutional systems are emergent and ambiguously defined (e.g. Beamish, 1985; Child, 2002). The dominant foreign direct investors in CEE countries, with the exception of the USA, are Germany and Austria, indicating the importance for MNCs of geographical proximity and therefore higher degree of knowledge about local conditions (Estrin et al., 1997).
One predominant theme of the international business literature has concerned the economic and organisational performance of IJVs. Over the years, many researchers (e.g. Beamish, 1985; Inkpen and Beamish, 1997; Parkhe, 1991; Peng and Shenkar, 2002; Shenkar and Yan, 2002) have observed that IJVs are especially prone to failure, with estimates of under-performance varying between a quarter and three quarters of all IJVs (cf. Geringer, 1991; Yan, 1998). Conceptions of IJV performance, including definitions of ‘success’ and ‘failure’, have long been debated and disputed and this remains a grey area of knowledge. The problem is inherently difficult because IJVs, with their multiple owners, have problems quite unlike conventional organisational instruments. Following the traditions of the early literature, Yan and Gray (1994, p.1483) argue that the IJV can be seen as a ‘transitional form of organization’, since it is often established only to serve temporary objectives for one or more of the parents. An expanding literature has emerged to explain the deliberate or immanent vulnerability – instability, under-performance and failure – attributed to IJVs. While not engaging in the intricate definitional issues, this paper fits into this literature on IJV instability and failure.

 

There are a variety of types of argument for IJV instability and failure, drawing on cultural, institutionalist, transaction costs, organisational learning and political perspectives (e.g. Shenkar and Yan, 2002; Yan, 1998). However, in general, the performance of IJVs has been examined from a broadly structuralist perspective using “theory-thin and method-driven” (Bedeian, 1989, cited in Parkhe, 1993, p. 231) approaches. Thus IJV researchers generally recognise the shortcomings of the conventional deductive methodologies underlying studies of IJV performance and there is a desire to see more qualitative – especially case study – research on the topic. Qualitative case studies are understood to offer richer empirical materials about the internal social dynamic of the IJV, which Yan (1998, p.790) claims to be “the most exciting and arguably the most challenging part of the story”. In this paper, we assemble an account of the internal process leading to the failure of the German-Czech venture, drawing on the insights of the Czech parent’s managers, who had been involved in and affected by the IJV experience.

Over the last 20 years, researchers have begun to understand the effects of operating in different business environments on IJV functioning. Attention has been drawn in particular to IJVs involving a ‘Western’ MNC and a local enterprise in a less developed country, or LDC (cf. Beamish, 1985; Lecraw, 1984; Yan and Gray, 1994). During the 1990s, especially in this US-dominated literature, researchers have treated China as an LDC. Since 1989, the specifically post-communist Central and Eastern European (CEE) ‘transition economies’ have become a significant location for the spread of MNC influence, and the IJV form has, as elsewhere, been an important entry mode for many large Western corporations. Like LDCs, transforming post-socialist countries provide contexts, which, in business terms, are more complex, difficult and risky than those of developed economies (Beamish, 1985; Child and Rodrigues, 2002). The empirical materials in this paper concern an ‘unspecial’ IJV between a German MNC and a Czech former state-owned enterprise (SOE), which was encouraged, but not influenced, by the Czech government.

This paper aims to contribute to IJV literature a number of ways. First, it develops a theoretical framework in which IJV failure can be explained as an internally generated socio-political process. In doing so, it complements the more typical structural view of the topic. It further presents empirical materials from a case study to highlight the perceptions and reactions of the weaker parent in an essentially asymmetric venture relationship. The arguments about the German-Czech IJV suggest that the European post-socialist context may be a special variant of Western-LDC corporate relationships.

The paper unfolds as follows. We start with a critical review of the existing international business literature that has sought to explain the tendency of IJVs to become unstable and fail. Having distinguished key themes and issues, the paper goes on to sketch the conceptual outlines of a theoretical framework, which emphasises the processual interplay between context, structure, power and strategic orientation. Following a description of the methodological approach taken in examining the German-Czech case study, we construct a second order account of the IJV’s failure, from which we discuss and assess the relevance of the theoretical framework outlined earlier. The paper ends with a summary of the contributions and of outstanding theoretical and empirical issues.

Explaining IJV performance: the problem of ‘failure’
Defining IJV failure

The study of IJV performance has been dogged by problems of defining and measuring it (Geringer and Hebert, 1991), because success and failure cannot easily be captured in traditional measures of, say, financial performance. These problems arise because IJVs are not – or not necessarily – permanent economic organisations like their parents, and termination or dissolution might be understood not as failure but as the realisation of the venture’s agreed goals (cf. Yan, 1998, p.775; also Geringer and Hebert, 1989, p.246). But further, since IJVs are the organisational product of two or more parents, with possibly different interests in and definitions of the venture, the idea of IJV performance can be ambiguous, disputed and negotiable. Add in the separate interests of the IJV’s management (secondees and independent managers), and any notion of a singular goal or set of goals, through which to observe ‘performance’, is dubious (see Shenkar and Yan, 2002, p.567). This has led scholars to conclude that IJVs are inherently more ‘dynamic’ (Yan and Gray, 1994, p.1483) than conventional corporations.

Given these difficulties, it is not surprising that approaches to defining IJV performance have become complex, circuitous and sometimes pragmatic. Thus Shenkar and Yan (2002, p.567) deem an IJV to have failed only when first, it has been dissolved and second, no parent has achieved its stated strategic objectives. This position is socially, politically and even morally suspect in the case of highly asymmetric ventures, when one powerful parent gains at the expense of a weaker one. It also presumes that both parents openly state their real strategic aims. Other time-related indicators of performance, such as ‘duration’, ‘survival’ and longevity (see Geringer and Hebert, 1991; Parkhe, 1991), have been used, but they are also vulnerable to ambiguity or contestability.

Inkpen and Beamish (1997), among others, propose the notion of instability to get purchase on performance by directing attention to a major unplanned and premature change in the status of the partner relationship (e.g. a change in the balance of equity ownership or a reorganisation of the IJV). This shifts concern from final outcomes to the quality of the IJV process and raises important questions about the changing balance of power within the venture. Geringer and Hebert (1991) advocate overcoming the problems associated with ‘objective’ performance measures by using subjective (i.e. perceptual) measures – asking relevant parties how they assess performance. They find a significant correlation between the two types of measure, indicating that managers are pretty good judges of the IJV’s performance.

Explaining IJV instability and failure

In trying to explain the observed tendency for IJVs to become unstable and fail, researchers have drawn on a range of external contextual and internal organisational and management factors, organised within a variety of different theoretical perspectives. We briefly introduce some of the main conceptual and theoretical lines of argument that exist within this largely anarchic area of research.

IJVs are different from traditional permanent organisational forms because they are characterised by what Child and Rodrigues (2002) have recently dubbed the problem of ‘multiple agency’ (see also Geringer and Hebert, 1989, p.287). In a stakeholder sense, all organisations comprise multiple agents, but the IJV is different in that it is owned and governed by multiple parents, each of which has its own equity share, strategic objectives, national-cultural affiliation, corporate history, management values and motives and so on. In organisational terms, each parent also makes tangible and intangible resource contributions and expects to satisfy resource needs from the IJV (cf. Geringer, 1991; Hamel, 1991). In such circumstances, the ‘normal’ organisational processes of strategic direction, control, co-ordination and integration become subject to extraordinary strain, as competing, even contesting, primary agents seek to achieve their own priorities within an enterprise over which their power is, to a variable degree, constrained by their partners. The key to the argument about instability and failure in IJVs, therefore, is to understand the causes and processes associated with this potentially contested problem of control and integration.

Failure and instability of the co-operative venture

For some, the solution to these problems – and hence to the stability and performance of an IJV – revolves around constructing a virtuous circle of mutual trust and inter-partner cooperation. Thus, Parkhe (1993) argues that the IJV field of research, characterised by disparity of and discontinuity in conceptual and theoretical ideas, needs to be integrated around common themes that pick up these internal IJV problems. He proposes four key concepts: trust, reciprocity, opportunism and forbearance. In doing so, he takes up the classic transaction-costs problems of opportunism and self-interest seeking as the main threats to stability, and offers the development of long-term commitment and trust as the antidotes to such tendencies. The literature provides further conceptual and theoretical support for such a position, in the testing of so-called relationship development perspectives (Griffith et al., 2001) and other approaches, which see the ideal IJV as the epitome of long-term cooperation (cf. Currell and Inkpen, 2002).

Instability and failure, from this viewpoint of the IJV as co-operation, arise from factors that inhibit the development or erode the existence of trust, forbearance, commitment and similar partnership qualities within the IJV. A number of researchers have thus entertained the view that selecting the ‘right’ partner is the key to establishing the co-operative and stable joint venture, and suggest, for example, that lack of task or partner complementarity (Geringer, 1991) builds in a tendency to fail. The same fate is likely when there exist significant partner differences, with regard to values, practices and identities (e.g. Danis and Parkhe, 2002; Salk and Shenkar, 2001), goals and objectives (e.g. Fryxell et al., 2002; Johnson et al., 1996, p.987) and interests (e.g. Geringer and Hebert, 1989). The contextual origins of these differences are of course theoretically significant (see below), but the impact of these partner incompatibilities on the long-term future of an IJV is critical. Selecting the wrong partner predisposes the venture to failure, because it exacerbates the problem of conflicting multiple agents. It creates structural conditions that reduce the potential for developing trust and collaboration based on emergent social integration rather than on imposed formal control mechanisms, making the venture vulnerable to instability (Fryxell et al., 2002).

Failure and instability of the expedient venture

Approaches adopting the first view characterise the IJV as an organisational form ideally based on the principles of mutual trust, co-operation and social integration. However, a second view presumes an IJV to be transitional, whose initial structure and/or internal dynamism create a natural tendency to instability and dissolution (Yan and Gray, 1994, p.1483). The underlying assumptions of this view of the IJV as expedient collaboration are the opposite of the first. Instead of lauding the qualities of trust and long-term commitment, this second view is based, often implicitly, upon the assumption that partners – especially Western partners – enter into IJVs with expedient motives (Inkpen and Beamish, 1997, p.179). In other words, an IJV is not end-in-itself, but rather a short-term instrument for serving a partner’s own competitive self-interests, exploiting the other partners’ weaknesses or otherwise gaining at the expense of other partners (cf. Hamel, 1991). We can identify two types of approach within this view, one stressing structural factors in explaining the immanent instability of IJVs, and the other seeing instability and failure as products of internal social and political processes.

Early influential approaches to IJV performance emphasised the need to get right the control and governance structures within the venture. Under the assumptions of expediency, the IJV framework always poses risks to the parents, for example of losing technical knowledge and other strategic competencies to the opportunistic behaviour that is a necessary feature of the joint venture (e.g. Hamel, 1991; Jaussaud et al., 2001). In this context, the more control exercised by the parent, the more certainty it can inject into the venture’s activities. Scholars have thus highlighted the role of equity share in establishing the pattern of parent control and hence of IJV performance. Despite some contrary findings, most scholars find persuasive the view that one-parent dominant control – usually linked exclusively with the Western MNC – is most likely to lead to venture success, because of the benefits associated with having a unitary control framework (see Child, 2002, p.785ff; Geringer and Hebert, 1989, p.236). By the same token, shared or relatively equal control among partners is linked with conflict, disincentive to contribute and degeneration of the partnership.

While equity share in the joint venture is important in establishing control, because this allows the parent to direct IJV strategy, Lecraw (1984, p.30) argued that the MNC can “appropriate the return on its foreign investment” and exert control in other ways. In being a supplier of strategically critical resources to the IJV, even when a minority shareholder, an MNC can get its secondees into positions of management power (cf. Geringer and Hebert, 1989, p.238ff). Gaining dominant management control is also crucially associated with IJV success, while an equal division of ownership and management control is related to instability and failure.

 

This structural view of IJV control suggests that a parent can create a significant power base in the IJV. By using its equity share or its strategically contingent resources to negotiate structural characteristics at the point of the initial contracts, a parent can build into the IJV the capacity to promote and support its strategic priorities and preferences. The more powerful is the MNC, the more it is able to structure its own dominance into the initial IJV bargain. By enacting this structural power, the parent can steer the IJV towards its own strategic objectives in an almost invisible manner.

These propositions provide a highly static view of the IJV, suggesting that its fate is already present in the structures of control established by the initial bargain (Inkpen and Beamish, 1997). A complementary perspective, however, accepts the essential transitional nature of the IJV and the expedient motives of the parent, but argues that venture instability is a process created by the parents during the lifetime of the IJV. Because strategic alliances are “competitions for competence”, the IJV comprises a multitude of “micro bargains” between the parent firms as each seeks to learn more quickly than the others, hence acquiring their strengths and exploiting their weaknesses (Hamel, 1991). This processual approach accentuates the importance of bargaining power, as the parents manoeuvre within the initial structure of domination to increase their own control and achieve their own ends (Lecraw, 1984; Yan and Gray 1994, 2001; Inkpen and Beamish, 1997).

Given the strategic values attributed to the parents, acquiring additional bargaining power and winning the “race to learn” leads to what Yan and Gray (1994: 1483) call an “obsolescing bargain”. The initial agreed structure of dominance begins to change shape, the relationship between the parties starts to erode and the IJV slips towards instability and eventual dissolution. Although the structural tendencies towards instability remain part of the power background, poor performance has to be generated (even contrived) by the increasingly stronger partner so that it may be able to consolidate its new strength in-house, and reduce its need to share with the other partner. The collapse of the joint venture becomes more likely if there is an “escalation of partner political behaviour” (Shenkar and Yan, 2002, p.565).

In identifying the static relationships between antecedent conditions (e.g. different patterns of parent control) and IJV performance, the structural view is able to bypass theoretically the mediating process. However, the processual approach emphasises how instability and failure are constructed through inter-partner politics, and thereby responds to criticisms of the static multivariate modelling of positivist methodologies (e.g. Child, 2002, p.782; Parkhe, 1993). This focus on the internal dynamics of the IJV gains access to the “black box of cognitive and social processes in IJVs” (Salk and Shenkar, 2001, p.161) and begins to make sense of the real “messiness” that is the reality of the topic (Parkhe, 1993).

On the other hand, the mainstream bargaining power perspective tends to operate within a set of limiting assumptions about the transitional nature of IJVs, arguably reflecting and reproducing the basic institutional values and strategic priorities normally attributed to Anglo-American MNCs. In presuming that all actors in the IJV behave expediently with an interest in dissolving IJVs as soon as they have achieved their selfish corporate goals (e.g. acquiring the other partners’ tacit knowledge or strategic competencies), inter-partner politics inevitably leads to instability. In denying variations in strategic orientations, the approach effectively incorporates a form of determinism reminiscent of the structuralism it seeks to replace or complement (see Clark forthcoming; Whittington, 1988).

Contextual factors in IJV failure

Lying behind many of the arguments put forward above are factors arising from the international, cross-cultural character of IJVs. IJVs exist in a complex business environment, shaped directly by the cultural, institutional and economic features of the host country and indirectly by the same features of the foreign parent’s location. The contextual effects of an LDC business environment on an IJV’s operation and performance are different from those of a developed Western environment. On the one hand, an emergent economic context may create more intractable business problems, while on the other it reinforces control inequalities, or asymmetries, between local parent and MNC.

The greater complexity and difficulty of the LDC context creates a tendency for IJVs to be less stable and to create higher levels of management dissatisfaction, compared with developed contexts (Beamish, 1985). Child and Rodrigues (2002) identified the additional ‘context risks’ of operating in countries like China and Brazil, arguing that foreign MNCs develop preferences for different corporate governance structures according to the institutional and economic problems specific to the host country (cf. Griffith et al., 2001, p.2).

In Loveridge’s (2003) terms less developed and transitional economies are those in which national institutional configurations are emergent and fragile and are often dysfunctional for growth. More specifically, in such emergent institutional contexts, the problem of economic opportunism is potentially far greater than in developed economic systems, because informed local actors are in a position to exploit institutional gaps and ambiguities (cf. Clark, 2000). At the same time, the increased economic difficulties and uncertainties of the business environment make fairly straightforward strategic decisions quite risky.

The cross-cultural problems of co-operating in IJVs have been the traditional focus of sociological approaches to researching international business. Partner or management incompatibilities, for example, can arise from general cultural differences or more precisely conceptualised issues of identity (Salk and Shenkar, 2001; Simon and Davies, 1996). Moreover, researchers have found that, when comparing LDCs and transition economies with Western economies, there are substantial differences between business values, practices and motives. These reflect, for example, different institutional histories as well as substantial knowledge gaps between the parents’ socio-economic homes (cf. Beamish, 1985; Danis and Parkhe, 2002; Griffith et al., 2001; Si and Bruton, 1999). 
Post-socialist transition economies share the general tendencies towards uncertain and ambiguous business environments, which create problems and risks that go beyond those experienced in the more stable and institutionalised developed economic contexts (cf. Estrin, Hughes and Todd, 1997). But it could be argued that the institutional conditions of the CEE post-socialist context create tendencies that enhance the control asymmetries that already exist in collaborative relationships between powerful Western MNCs and weaker local firms. In this respect, local partners in post-socialist IJVs are more likely than those in LDC IJVs to be subject to foreign domination, with subsequent implications for instability. A significant illustration of this argument concerns the role of the state, which is seen by researchers in LDCs to be a critical countervailing force in balancing local and foreign interests in IJV activities (Beamish, 1985; Shenkar and Yan, 2002; Si and Bruton, 1999).

In post-socialist Czech Republic and Hungary (and other former communist countries), the role of the state has become less central in dealings with foreign MNCs. The early post-communist Czech government made an explicit ideological decision to minimise its activities within the business sector, except where it concerned ‘crown jewels’ like Škoda (see Dörr and Kessel, 2002). In Hungary, the state was initially active in negotiating business alliances with Western MNCs, but this enthusiasm soon diminished. The government increasingly kept out of issues of IJV control or was simply unable – like the local parents – to match injections of capital by the foreign partner (Danis and Parkhe, 2002, p.442). The passive or withdrawn role of the state has had major implications for the “formative context” (Child, 2002) of IJVs, allowing Western partners a freer hand to design control structures and to create a more imbalanced political process making IJVs far more vulnerable to instability and foreign domination. 

In short, the political and economic frailties of former communist countries, reflected in low management esteem (cf. Geppert and Merkens, 1999) and the need for Western assistance and aid (cf. Earle and Estrin, 1995; Estrin, Hughes and Todd, 1997; Kogut, 1996), sustain strong and divisive contextual asymmetries. In turn, these contextual asymmetries provide a significant institutional and economic backcloth against which multinationals negotiate with local SOEs their initial bargains, which in turn, as we have seen, define an IJV’s parameters of structural power. 

Context, power and strategic orientations in IJV processes

The review of the existing research on IJV instability and failure draws attention to a number of critical factors and processes, which we can pull together into a theoretical framework. This framework aims to explain IJV instability and failure by focusing on relationships between three main sets of factors: the strategic orientations of the foreign and local parents; the power structures and processes within IJVs; and the contextual parameters within which the IJV operates (see Figure 1 below). These key concepts and relationships are later explored through the case of a failed German-Czech IJV.

Insert Figure 1 Here

Strategic orientations

In their identification of such factors as culture, identity, values, attitudes to trust, differences in management knowledge and experience of collaborative ventures, the international business literature has, implicitly or explicitly, recognised significant variations in the ways that IJV parents approach and operate joint ventures. For the most part, the attribution of what we call ‘strategic orientations’ to Western and local parents has been used as a passive way of describing the observed ex post factum business actions of partners rather than conceptualising their pre-IJV motives, beliefs, values and priorities. Since we examine the process of IJV failure as a socio-political construction, the notion of an active strategic orientation is critical to understanding the meaningfulness of partners’ actions within and towards the IJV.

Strategic orientations are framed by the past experiences of the partners as both managers and organisations, and provide the lens through which the structure, culture and activities of an IJV and its partners are viewed and valued. In principle, each parent approaches the setting up and the running of the IJV through their adopted strategic and management lens, ruling in certain actions, ruling out others, predisposing them to decisions that can affect the whole operation and destiny of the IJV. In reality, strategic orientations can vary in many ways according to the content of the values they represent, but in this paper, for the sake of clarity and brevity, we analytically restrict this variability. To do so, we draw on existing conceptualisations within the international business literature to produce two ideal-typical strategic orientations. Each represents a pole of possible value positions, broadly corroborating the themes introduced in the distinction between co-operative and expedient views of the IJV.

Exploitation-ethnocentrism

One ideal-typical strategic orientation, through which partners approach IJVs, can be encapsulated in the concepts of exploitation and ethnocentrism. With values based around ethnocentrism (cf. Perlmutter, 1969), Western and local managers presume the superiority of their own ideas and preferences and act to impose their own practices and preferences on the IJV. There is a sense that “I know best” and little attempt to compromise on principles. In a complementary vein – though adapting a strictly economistic approach – Koza and Lewin (1998, p.256) refer to an organisation’s exploitative attitude to strategic alliances. A parent’s managers with such an orientation adopt a technical, expedient view of collaboration whereby participation is kept to the minimum necessary to extract strategic utility from the ‘partnership’. This encourages a closed, secretive and defensive set of values and practices, which may be echoed in and a reflection of first the low level of inter-partner trust (Johnson et al., 1996, p.985) and second the type of venture created e.g. a highly rationalised operation servicing global corporation needs and creating little local value (e.g. Crone and Roper, 2002). 

The exploitative-ethnocentric orientation seems to reflect a logic of action typically associated with Anglo-American institutional origins, but may well vary significantly in content according the country of origin, industry and corporate histories. This orientation – as an implicit set of value premises – underpins theoretical approaches that presume expedience to be the fundamental principle of joint ventures and argue for an incipient politics of IJV instability (e.g. Inkpen and Beamish (1997; see also Hamel, 1991; Yan and Gray, 1994; 2001). 

Exploration-polycentrism

An alternative ideal type of strategic orientation values a more open and partnership-oriented approach to IJVs. Being ‘exploratory’ in motivation, a strategic partner approaches the IJV as an organisational mechanism for discovery and “prospecting new landscapes” (Koza and Lewin, 1998, p.256). Adopting such a posture at the same time promotes and builds on the idea of genuine co-operation and acknowledges the need to work in the long term in a mutually trusting way. This collaborative approach (cf. Crone and Roper, 2001) is essentially polycentric, acknowledging that all partners, from whatever cultural and political background, have their own expertise and knowledge to offer to the venture. It is therefore culturally sensitive, more likely to encourage trust in the relationship and conducive to innovation and creativity in joint activities.

The implicit set of value premises behind this strategic orientation is reflected in the theoretical position, which sees the IJV as an essentially co-operative project and identifies failure in factors and processes that undermine this essential principle of co-operation.

Power and political process

Our view of IJV instability and failure is deeply political, in that is sees these outcomes as being the conscious and/or unwitting consequence of actions – deemed meaningful by the held strategic orientation – pursued by human agents applying power and influence to achieve their ends and realise their values. From the discussion above, we distinguish two forms of power: power as structural domination and power as political process (see Soulsby and Clark, 2002).

Initial bargain as structure of domination

The literature on IJV failure recognises the critical importance of the structures of control created in the negotiations between parents for establishing a new collaborative venture. These negotiations represent the first concrete enactment of the strategic orientations of the parents and result in an initial distribution of ownership and management power that sets the stage for later political action.

Relationships between Western MNCs and local actors from LDCs are particularly prone to highly asymmetric initial bargains, in which the balance of structural power – built into rules, regulations, control systems etc. – favour the Western partner. In European post-socialist countries where the state has been passive or has withdrawn from the economic system, these asymmetries in the structure of domination are likely to be exacerbated. 

The politics of asymmetry

Within the established structure of domination, which predisposes the IJV to unfold in favour of the Western MNC, domination still needs to be enacted within a process of politics. However, these politics should not, a priori, be thought of as an inevitable process of enacting asymmetries and creating the instability and failure that, for example, Inkpen and Beamish (1997) predict.

Politics is a socially meaningful and motivated process involving all parties with influence. As a consequence, the parents’ strategic orientations are critical factors in being able to understand and explain what goes on in the ‘black box’ of IJV process (Salk and Shenkar, 2001). The orientation adopted by the Western partner in a post-socialist IJV is particularly important because of its typically initially dominant position and whether it is exploitative or exploratory can shape the nature of the collaboration. However, the posture of the local actors can affect whether the MNC ‘gets its own way’ completely, partially or, through resistance and opposition, hardly at all (Geppert and Clark forthcoming).
Contextual uncertainties and asymmetries

The cultural, institutional and economic contexts of IJVs are important in understanding the structure and process of IJVs. Indeed, they are vital in exploring relationships between Western developed and LDCs or transforming post-socialist countries, because they shape the characteristics of the business environment in which the IJV emerges and operates.

We have highlighted two dimensions of the post-socialist context as being of special formative consequence. First, the intense uncertainties and ambiguities associated with a transition economy influence the risks faced by the partners and therefore the strategic approaches they adopt to establishing and running the IJV operations. Second, the relative weakness of post socialist states and economies creates contextual conditions, which reinforce the power of foreign MNCs to negotiate the initial IJV contracts. These contextual asymmetries are thus replicated in the structure of domination in which the internal IJV processes take place.

This theoretical framework, derived from the existing literature on international business in general and IJV failure in particular, provides us with concepts and propositions to explore the experiences of a failed German-Czech IJV.

Methodology and the German-Czech IJV

All research methods have their virtues and vices, and the method that has yielded the materials for this paper is no exception. In our research, interesting topics and issues have often arisen from nowhere, despite the best-laid research plans and designs. We did not intend to research IJV failure, but our fieldwork experiences and materials demanded that we gave attention to this area of study.

We visited Vysoky
, a town in the south of the Czech Republic, on three occasions from June 2001 to May 2002 for a total of six weeks. Our research project was designed to produce empirical materials about the economic restructuring of Vysoky and its region, in such a way as to complement our fieldwork in two similarly sized towns within 100 kilometres (Clark and Soulsby 1999; Soulsby and Clark 1996, Soulsby and Clark 1995, Soulsby 2001). In June and September 2001, we interviewed local political, administrative and industrial figures, took field notes, visited local companies, and collected local historical and current information from the state archives and other sources. We identified key former SOEs and examined their corporate histories and local, national and international socio-economic roles.

Following the establishment of good research contacts in September 2001, we were invited to conduct case research in Autodil, a mechanical engineering enterprise that was the largest pre-1989 SOE in the region. During a two-week period in May 2002, we conducted intensive interviews with twenty-one directors, senior and middle managers in Autodil (see Table 1), with the purpose of collecting detailed knowledge about post-1989 restructuring and privatisation processes in the enterprise. It became clear from these interviews that Autodil’s post-communist identity was defined largely by its relationship with the giant German MNC, DeutschMotor. In great part this concerned a short-lived joint venture, the story of which was the dominant theme of our empirical materials, and the experience of which had such strong emotional resonance that explaining its failure appeared an essential step to understanding Autodil as an organisation and Vysoky as a community.

 

We spent an average of two hours with each respondent, though this rose to as many as five hours with the directors who had been involved in the establishment and supervision of the joint venture. Our interviewees included five out of the seven key directors responsible for strategic decision-making – they had become equal joint owners of 51% of Autodil’s equity in 1995. Six of these managers were former nomenklatura managers from the communist era, and the seventh director an academic from Prague who had originally been appointed by the government to oversee the enterprise’s preparation for privatisation. 

Insert Table 1 Here

Many scholars over the last decade have clamoured for an antidote to the dominance of quantitative, deductive approach in international business research. In adopting the intensive case study method, our work offers a contribution to the methodological development of IJV research. Our approach exemplifies inductive, qualitative research that places social process at the centre of theory construction (e.g. Koza and Lewin, 1998, p.261; Parkhe, 1993; Salk and Shenkar, 2001, p.161; Shenkar and Yan, 2002, pp. 565-6; Tsai, 2001, p.1003). 

In IJV research, it is clearly ideal to gain access to both sides of the story and to the inner workings of the IJV itself. Shenkar and Yan (2002) were fortunate to be able to study the process of an IJV by interviewing different parties, or gain evidence from other sources. Since a failed IJV is likely to have become a highly politicised organisational arena, however, getting post hoc access to both (former) parents is in many cases a vain hope – especially when IJV failure emerged as a theme of inductive research, rather than its planned focus. In the case of the project reported in this paper, the German partner in the joint venture did not wish to participate in the research and has so far refused our approaches. Since the IJV and its failure are undeniably critical to our research, we have had to construct our account and conclusions from the materials – indirect and second-hand – that are available, and take as many precautions as possible to allow alternative interpretations a fair hearing. 

 

On the other hand, research on IJVs has largely been written, consciously or unwittingly, from the perspective of the Western MNC (cf. Parkhe, 1991; Lecraw, 1984). This has built into the international business literature a predisposition that tacitly reinforces the ethnocentrism that scholars often associate with Anglo-American management. Even when there is evidence from both parties, theory is often constructed, conclusions drawn and recommendations made from the Western perspective (Child and Rodrigues, 2002). There are a number of possible reasons for this. First, international business researchers are predominantly Western in origin; second, access is often ceded and supported by the more powerful Western partner; third, the norms of international business research and theory may favour Western values and rationality and lead to a lesser understanding of the internal logic of the non-Western perspective; finally, research instruments for studying IJVs are often devised by researchers to reflect the received discourse of Western international business research.

 

As a consequence, the perspectives and responses of local managers are often under-emphasised and given little expression in Western reports of IJVs in transforming and emergent economies. By reporting the views, with empathy, of the ‘underdogs’ in an asymmetric IJV, our research findings may provide new insights into perspectives that have been under-reported in the literature. These in turn might open up alternative interpretations and experiences of the IJV world, which have hitherto been taken for granted (cf. Gouldner, 1973, p.35).

However, it is also necessary to take steps to understand the fuller picture of IJV failure, which, at this stage, can only be done by methodically evaluating alternative scenarios that fill our gaps in knowledge. Following our second order accounts, based on the findings from Autodil, we check them against alternative explanations of DeutschMotor’s conduct to find the best-fit German strategic orientation.

 

The DeutschMotor-Autodil joint venture (DAJV)

The context of the joint venture

Before 1990, there were six or seven major employers in Vysoky, providing significant levels of employment to the town and its environs. Autodil was the largest of the SOEs, employing about 5,500 people at the fall of the communist regime in 1989. This enterprise had been highly successful under the command economy, supplying engine parts to the automotive industry in Czechoslovakia and across the countries within the Soviet sphere. In the first couple of years of the transition, both of these markets collapsed, as motor manufacturers declined or failed.

 

By early 1990, Autodil seemed doomed. As orders fell and state support was withdrawn, the directors reluctantly began to lay off skilled workers from its main factories situated on a huge site three kilometres from the Vysoky’s historic centre and in six satellite plants located in small towns in the region. At that time a government-sponsored Western consultant’s report had a major political and industrial impact, arguing that enterprises in the Czech automotive industry could only survive with the assistance and expertise of foreign partners. Autodil’s management thus looked around urgently but unsuccessfully for a ‘strategic partner’.

It so happened that Autodil had recently invented a new design for an engine part, in which GER, a large German engine manufacturer, showed interest. However, GER was reluctant to make a financial commitment to a Czechoslovak enterprise with a communist reputation for quality, and would only go ahead if Autodil worked with another German firm, DeutschMotor, as a quality assurer.

 

Back in the 1960s, Autodil had co-operated with DeutschMotor, which, though a direct competitor, had strategic compatibility. For three months, Autodil directors negotiated with DeutschMotor, hoping to persuade it to buy a majority stake in the whole business. However, DeutschMotor had doubts about the value of Autodil and eventually proposed a joint venture based around the production of the new engine part. DeutschMotor had had ninety years’ experience of operating in foreign countries, and, although the Czech managers regarded a joint venture as second best, the lure of being associated with a prestigious, global manufacturer, securing jobs for some of its employees and generating extra profit to invest in its outdated plant was too great to turn down. Here was the chance to have brand new capital investment on site and to join DeutschMotor’s global network as a peripheral member.

 

The context of DAJV showed a pattern of uncertainty and asymmetry typical of low-profile IJVs in post-socialist transition economies. The levels of institutional ambiguity and business uncertainty in the immediate shadow of communism persuaded DeutschMotor to enter the new market using an IJV as an instrument for minimising contextual risks. On the Czechoslovak side, Autodil suffered from a weak market position, a lack of resources and modern technological know-how, government pressure to find foreign capital and the state’s unwillingness to get involved. Within this highly asymmetric economic, political and institutional context, DeutschMotor could draw on its global experience to construct a structure of domination within the IJV that would benefit its own strategic aims.

 

The initial bargain 

Formal negotiations for the IJV started in 1991 and the contract was signed at the beginning of 1992. One of Autodil’s directors thought that, at first, the IJV suited both parties:

 

We wanted employment for our employees and the development of Autodil [which was crucial]… because of the loss of customers in the Czech Republic and eastern countries. It was also very important for DeutschMotor. The workforces in Germany and the Czech Republic are very different. For a German it is 5,000 DM [per month] and 100 days of public holidays, usually working one shift and having lots of guest workers. On the Czech side, workers are just 15,000 crowns... Costs are quite different... [Moreover] Vysoky is 500 kilometres from [DeutschMotor’s home town], but closer than Hamburg – so transport costs are comparable. Employees are qualified for [and experienced in] shift work so there were no problems with coming to a firm like DeutschMotor. There are people who come from towns further a field because there are good wages

 

DeutschMotor’s power within the post-socialist context allowed it to determine the control structure of DAJV. It insisted on an equity share that minimised its financial commitment but maximised its ability to appoint the whole board and control the strategy process. When the DAJV started two of the senior managers, including the General Director, were German, and the financial director, a Czech, was appointed by DeutschMotor from a third company. The remainder of the managers was appointed from Autodil. From the beginning, the Czech negotiators understood the implications:

 

[We had]…no important decision making input – you need 34% of shares to have power, according to Czech law. Autodil first wanted to put in 34%, but DeutschMotor turned this down. Then Autodil wanted to put in a far smaller proportion of 12% [if we can’t have any say we might as well put in far less]... [But] DeutschMotor insisted that we invest more. So the [the final deal of] 24% was a compromise.

Autodil contributed mainly land and buildings, and also handed over to DAJV the blueprint for its work with GER. Its role was essentially to supply components for assembly by DAJV, and a small number of Autodil-selected employees to start off what was agreed as a fairly small and limited operation. DeutschMotor constructed a new assembly plant on the site of an old 1960s factory hall where DAJV would be based. According to one of the Czech negotiators:

 

When the joint venture was established and [it] was our neighbour, we could expect a transfer of employees. This was known at the time, but there were only supposed to be 250 jobs – only a few per cent of our employees. […] They were chosen by supervisors and managers, and the criteria were: could Autodil work without him? And could he complete the tasks needed by DAJV? It can be said that they were not really first class workers, usually they were younger, and because supervisors have people they could trust around them, whom they knew; maybe they gave away people who might have threatened their position.

 

Another director argued that they gave good employees to the joint venture, “…because we wanted DAJV to be a success and to make progress”.

 

Autodil’s directors soon realised that the joint venture might not be a practical business solution for both parents. The way the new company was set up and structured made it more like a ‘Trojan horse’, which might have within it the seeds of its own destruction. As one of the directors observed: “The market was in a catastrophic situation, so Autodil did not think through the possible consequences”. Autodil had approached DAJV with a strategic naivety born of economic desperation. It is certain that the key decision-makers felt that the government had left them little choice but to find foreign investors in order to survive, but they had also exhibited an innocent confidence in the good faith and long-term intentions of their new German partners.

The political process of the IJV: instability

According to one of the original negotiating team, within a year of the start of operations, people began to see that something was going very wrong. He identified two signs:

 

Sign 1: the [German’s] philosophy changed, because there was uncoordinated transfer of people. When DAJV wanted someone, they didn’t say anything but the person [just] left… It was poaching. Sign 2: DAJV posted no profits… The joint venture [had] a big advantage for the region, [because] unemployment… was reduced. [But] Autodil was disadvantaged because [DAJV] poached people… These losses could [only] be eliminated by recruiting new [inexperienced] young workers.

 

It soon became public knowledge that the DAJV’s German General Director intended to expand its production in the region and increase the numbers of employees to as many as 11,000. This would involve taking staff not just from Autodil but also from other engineering companies in the region.

 

Autodil’s directors described the period of DAJV and beyond (1993-1997) as “the terrible years”. The new plant, just next door, acted as a magnet for Autodil’s most skilled staff, who started to demand higher wages to match those of DAJV’s workers, and whole groups of workers threatened to leave. DAJV’s personnel manager had previously worked at Autodil and knew many of the workers. All she had to do was call over the fence when there was a vacancy. To retain employees, Autodil offered pay rises, but this merely encouraged other workers to make wage demands. The result was a production and quality crisis in Autodil. From Autodil’s viewpoint, DAJV was out of control – certainly out of their control, since the balance of power institutionalised in the structure of ownership and management gave them no voice in strategic or operational decisions.

 

Autodil’s management might have been less resentful had DAJV realised their main strategic aim – to generate profits that would allow the parent company to invest in its own production capabilities. This was Autodil’s directors’ next surprise. When they saw the joint venture’s end-of-year accounts, it became clear that the accounting method used by the German parent generated only losses for the joint venture; that is, DAJV sold its production to DeutschMotor at a loss. On the other hand, DeutschMotor sold DAJV’s products to its German customers at a profit for itself. Autodil’s directors were furious, but had no power to alter the strategic decision to exploit the joint venture in this way. When they realised that they were supporting a venture that was designed to operate at a loss, they moved to pull out of DAJV.

The political process of the IJV: failure

In the meantime, DeutschMotor proposed an injection of new capital into DAJV to finance its expansion. This was to serve as the catalyst for final failure.

We sold our shares to DeutschMotor, because they had very expensive plans for the future that were not acceptable to us because of the capital requirements… Without injecting capital, we would have atomised our share of the joint venture to 5-10% and this would have been ridiculous – we would have had no power and just had to stand and watch.

 

Another director commented that:

 

At the start, the economic advantages of the joint venture with DeutschMotor were higher than the disadvantages. In our souls, we still intended to sell [Autodil] to DeutschMotor. We had many negotiations and DeutschMotor was both our competitor and our customer – we have 300 million crowns of business with them per year – 25% of our turnover. The behaviour of DeutschMotor was the same as other companies in a colony [colonial situation]. We were making losses so we had to look for a solution. We were powerless and passive in the joint venture and looking to sell our share.

 

According to a third director, they had to pull out from the IJV because they could not afford to sustain the losses:

 

We expected a profit, [and] we needed money for investment, and DAJV was showing a perpetual loss – it was debt management. As negotiations for selling the 24% stake started, DeutschMotor had concluded another joint venture in Malovice, with the same philosophy. So DeutschMotor did not need Autodil anymore – we sold out in 1995.

It appears that Autodil sought profits from a successful long-term collaboration with DeutschMotor, starting from a joint venture and leading to a complete take-over by them as a strategic partner. On the other hand, DeutschMotor acted to use DAJV as a strategic instrument for making profits in Germany, using transfer pricing as a mechanism to exploit its asymmetric relationship with Autodil. At the same time, it used its power to weaken Autodil’s main competitive strength – its cheap yet highly skilled work force – thus enhancing its power in the future evolving markets of the former Soviet region. DeutschMotor had manipulated the joint venture through politically enacting the initial structures of domination. It had contrived to produce the internal political conditions that assured the joint venture’s instability and failure. By some scholars’ criteria, the fact that one parent achieved its strategic objectives is enough to pronounce the DeutschMotor-Autodil IJV a success. 

Discussion

This account of the failure of DAJV is based solely on the materials from one partner – Autodil. It is a story that airs the views of the ‘underdog’ and is interesting because IJV performance and outcomes are normally described from the foreign MNC’s strategic perspective. There is reason for treating this second-order account with respect, not only because it does provide a consistent and credible account of the IJV from one party’s perspective, but also because it is difficult to find another way of explaining the outcomes.

This section summarises the DAJV experience in terms of the theoretical framework developed in Figure 1. It then examines the grounds for accepting the second-order account as a reasonable evaluation of DeutschMotor’s strategic orientation to and political behaviour within the joint venture.

The socio-political construction of IJV failure

From the primary materials, we have constructed a prima facie case for the origins and process of IJV instability and failure. The particular combination of asymmetric and uncertain contextual conditions – typical of LDCs but accentuated in the less centralised political environment of a European post-socialist society – sets the scene for relative balance of German corporate strength and Czech business weakness. The enactment of the asymmetric context’s structural conditions in contractual negotiations then led to an initial bargain that institutionalised a control structure (structure of domination) that strongly predisposed the strategic and operational management in favour of DeutschMotor.

At this stage, unlike the expedient viewpoint elaborated by Inkpen and Beamish (1997), the IJV process could unfold in any direction, because stability or instability, success or failure depended on the strategic orientations of the parents – but especially of the MNC, whose power was structurally superior. The empirical materials suggest that Autodil’s directors had a strategic orientation that was closer to the exploration-polycentric pole. Although they was more concerned with survival than discovery and had been pushed by circumstance into seeking a foreign partner, they were committed to finding a long-term liaison and had implicit – even naïve – confidence that DeutschMotor would look after both partners’ interests. From early on, DeutschMotor’s behaviour within DAJV – the illicit poaching of labour and the realisation of joint venture profits in Germany rather than the Czech Republic – indicates the application of a strategic orientation that approximates more closely to the exploitation-ethnocentric pole.

This use of their power within DAJV was quite unexpected by Autodil’s naïve management, whose faith in the IJV was further eroded by widespread rumours of DeutschMotor’s plans for massive local expansion and an injection of capital that was out of Autodil’s league. DeutschMotor seemed to be strategically undermining the IJV and, at the same time, weakening Autodil. Instability and failure, far from being structurally preordained, was the socio-political construction of DeutschMotor’s managers, using their superior power to realise their strategic objectives in accordance with their “colonial” values.

DeutschMotor’s strategic orientation and political conduct?

Although there are some inconsistencies in the respondents’ first-order accounts – the empirical basis of the second-order account – they almost all concern factual matters like dates. In fact, the degree of consensus over key themes, issues, events and motives within the IJV is quite unusual in our fieldwork experience. This internal coherence could arise for two reasons, both of which are interesting. First, all the respondents were recalling a common set of events, that is, what actually happened. Second, they had discussed the joint venture so much that managers had evolved a collective myth, which explains more about how they have made sense of the DAJV experience than about what actually happened. The truth, of course, is probably some combination of the two.

Our empirical materials provide no direct information about the strategic orientation of DeutschMotor’s senior managers or about how they conducted themselves politically. Methodologically, we only know the motives attributed to them by Autodil respondents. However, when we examine the process of instability and failure of DAJV, is there a reasonable alternative explanation of DeutschMotor’s strategic orientation and political behaviour? 

DeutschMotor’s equity share in DAJV was set at a level that, following some initial bargaining, almost optimised its power to share-ownership ratio, suggesting a careful and calculating use of the power it derived from its MNC status in a transition economy. Further, its trading arrangements with DAJV were, from very early on, oriented towards profiting from the joint venture in a way that created losses and eroded the competitive power of Autodil. These actions contravened Autodil directors’ understandings of the role and scope of DAJV’s activities. There is further (as yet unsubstantiated) evidence that DeutschMotor had behaved in a similar way with another Czech partner – signalling a strategic modus operandi of managing joint ventures towards instability and failure. Independently of DAJV, DeutschMotor negotiated favourable terms with Vysoky local authorities to expand its activities in the region. When Autodil directors pointed out their anxieties about the consequences of DAJV’s activities, DeutschMotor’s strategic managers made no attempt to change its ways of controlling the venture – indeed, they announced a fresh capital infusion that would further weaken Autodil’s influence over the venture. Evidence of the enactment of “colonial” attitudes are visible at all stages of the IJV, from set-up through operations to final buy-out, so there is little support that DeutschMotor had to shift its strategic orientation due to unpredicted changes in the business environment.

With this litany of political actions, we argue that there is little evidence for a more exploratory-polycentric interpretation of DeutschMotor’s strategic orientation, while showing strong support for a premeditated exploitative approach. We conclude that our second order account provides a reasonable description of the alignment of contextual, strategic orientation and power factors in the case of the DAJV failure.

Conclusions

In this paper we have drawn upon empirical materials from case study research about a failed international joint venture to illustrate the explanatory logic of a theoretical framework. We have considered in some detail the prevailing themes and explanations that exist in the predominantly North American international business literature in order to construct the conceptual foundations of the theoretical framework. Moreover, our work responds to the call from the same source for more qualitative, processual research on how IJVs function.

The paper has argued that a theory of IJV instability and failure benefits from exploring the relationships between contextual, structural and processual factors, but that credible explanation depends on marshalling these factors to understand the internal social dynamic of this organisational form. At the heart of our theoretical framework is, therefore, the socio-political enactment of the IJV’s structural and contextual features, revealing what goes on within the ‘black box’ that is left uninvestigated in the conventional positivist models.

The examination of the literature, linked to inductive analysis of empirical case materials, supports the theoretical linking of three concepts: IJV context, power and strategic orientation. Given the asymmetric nature of IJVs in LDCs and post-socialist economies, MNCs are placed in a particularly powerful position vis-à-vis local partners. From a processual viewpoint, it is therefore crucially important to understand the strategic orientations of the partners, because these elucidate the meanings that senior managers attribute to IJVs and therefore how they exercise their power. The reasons for IJV instability and subsequent dissolution will vary according to whether the MNC defines the IJV in short-term expedient or longer-term co-operative ways, and how the less powerful local partner responds. In the case analysed in this paper, the combination of a German exploitation-ethnocentric orientation and a Czech exploratory-polycentric orientation was a recipe for inherent instability and rapid failure given the structural and political asymmetries built into the venture. This failure was no accident of a misalignment of structural variables, but the outcome of careful calculation and political contrivance.

In concluding this paper, we wish to raise three important issues for further conceptual and empirical examination. First, we need to develop a far more sophisticated means of conceptualising the key notion of strategic orientation. Working with a simple bipolar variable, which combines rather crudely the two quite different dimensions of ethnocentricity-polycentricity and exploitation-exploration, reveals the bluntness of this distinction as an analytical tool. More case studies of asymmetric cross-border collaboration may yield further dimensions of strategic orientation as well as a better empirical knowledge of the content of such corporate value systems.

Second, we have distinguished international collaborations that arise in broadly symmetrical contexts (e.g. between corporations in developed economies or, as is beginning to happen, between enterprises in emerging economies) from asymmetric strategic alliances, which are likely to eventuate between Western MNCs and local firms in developing or emerging economies. There seems to be a sufficient body of research to substantiate the argument that these different contexts create IJVs with different experiences and outcomes. In this paper, we have hinted that strategic alliances involving MNCs in European post-socialist contexts may have different characteristics and processes from those in LDCs that have been the normal subject of international business research. Although there may be counterexamples, the national business systems of many CEE countries appear to have institutionalised a weaker role for the state, creating contextual conditions for IJV structures and processes that are very different from those found, for instance, in China. The ability to differentiate between contextual effects on IJV performance is important for international business and management research as it seeks to develop more sophisticated theory, and clearly warrants more empirical work. 

Finally, we call for more research on the aftermath of failed asymmetric IJVs. There appears to be little research following up the process of IJV instability and failure with an evaluation of the ways in which winners, and especially losers, build on their experiences. We know that Autodil’s senior management, for example, were angry and resentful at DeutschMotor’s manipulation of the joint venture and embarrassed by their naivety. But they would not get caught out like that again. Ironically, they appreciated the hard lessons that working with a successful MNC had brought, and looked forward to taking on the more powerful role in their future plans for expanding eastwards. But this does presume that the former SOE will survive the business lessons taught by its former German partner!
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Figure 1: Explaining the process of IJV failure

	Directors/owners
	Other senior management
	Middle management
	Others

	5
	5
	9
	2

(trade union official; former manager)


 

Table 1: Interviewee structure in Autodil  
Power:


. structural


. politics





IJV instability and failure





Context: Cultural, institutional and economic (un)certainties and (a)symmetries





Strategic orientations:


. ethnocentric-polycentric


. exploitation-exploration








�  All names used in reporting this research have been anonymised in order to preserve the confidentiality of our respondents.
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