Performance implications of learning from joint ventures for local parent firms: Evidence
from Russia.

Abstract

It has been long recognized that joint venturess)Jdovide parent firms with an excellent
opportunity for learning. This phenomenon is pafady interesting in transition economies,
such as Russia, where local governments have peainidMs establishment due to a belief that
local firms can benefit from acquisition of foreigiirms’ technological and managerial
knowledge. However, the JV literature to date latks empirical evidence of performance
implications of learning from JV for local pareritnfis in transition economies and mainly
concentrates on understanding of learning outcaahéise JV level. Thus, the paper aims to fill
this gap and examines the performance implicatidtsarning from JVs for local parent firms in
Russian empirical context. The framework of theguaguggests that learning from JV affects the
development of technological and managerial capi@silof Russian parent firms which, in turn,
positively influences their restructuring and laegm competitiveness. The detail classification
of technological capabilities is adopted from thendvation literature conceptualizing
technological capabilities in several functions &kls and modified according to the research
setting. Hence, this paper attempts to bridge ¢aening, innovation and strategy literature for
the development of comprehensive measurements ¢éaliing at the parent level. The mixed
research methods combining pilot survey with cdsdysapproach have been used to acquire
reliable and rich empirical evidence for the pugpo$ this study. Main source of data were 3
manufacturing Russian JV parent firms which inltbtve established 5 JV with foreign firms.
The research finds that, although upgrading toakelin all functional types of technological
capabilities as well as managerial capabilitiessdan parent firms upgraded production process
capabilities to a largest extent which enabledntrdase labor and capital productivity and to
decrease production costs. These improvementgabddies were perceived as being beneficial
for speeding up the process of strategic largeeseatructuring and achievement of sustainable
competitive advantage.
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1. Introduction

During last two decades the importance of knowletigsed view has been increasingly
emphasized in the scholarly research (Kogut andl@ari992; Nonaka, 1994; Teece, 1998). The
central premise of this approach is that knowlebgsed resources lie at the heart of competitive
advantage of the firm and it is vital for firms éfficiently find an access to new knowledge
(Conner and Prahalad, 1996; Grant and Baden-Fal&2). Learning has been recognized as the
most important mechanisms for augmenting knowldafge of the firms (Fiol and Lyles, 1985;
Bell and Pavitt, 1995). Amongst various types aretimanisms of learning Joint Ventures (JVs)
have been recognized as being an excellent plafiortearning where parent firms have a close
access to each other knowledge-based resourcear{&het.al., 1998; Inkpen, 2000). Theoretical
studies emphasize that firms expect their JV psestteecontribute knowledge-based resources in
order to achieve the objectives of JV itself aslhaslto improve their own performance through
the application of acquired knowledge for the depeient of new products, processes, and
services (Hamel, Doz, and Prahalad, 1989; Ham®éll 1#However, the empirical evidence of the

performance implications of learning through JV¢hat parent firm level is scarce.

The phenomenon of parent firms learning through B¥s specific features in the context of
transition economies. A radical upheaval of institos and policies in the beginning of 1990s
had a serious negative impact on the developmefdcaf firms (Peng and Heath, 1996; Roth
and Kostova, 2004). The lack of domestic sourceskfwledge acquisition necessary for
upgrading of the local firms technological foundag has put an emphasis on foreign firms as a
potential source of advanced technologies and neaizgxpertise. JVs have been assumed to
be one of the most beneficial FDI modes due toliafithat they can provide local firms with an
access to foreign firms’ knowledge. However, altjftoprevious studies have found positive
relationship between learning and JV performangded_and Salk, 1996; Li, 2006), the impact

of learning on local JV parent firms operationsdawt yet been investigated.

This research aims to fill this gap and examinesgérformance implications of learning from
manufacturing JVs at the local parent firm leveRuassian empirical context. The performance

implications are assessed in terms of technologgoal managerial capabilities upgrading of



Russian parent firms as a result of learning frdfmad well as the impact of this upgrading on
Russian JV parent firms restructuring and competitess. Hence, this paper attempts to bridge
the learning and strategy literature by the develamt of learning measurements and analyzing

them in connection with firm strategy.

Russia represents a particularly interesting ggtfor the examination of this phenomenon.
Despite presence of well developed R&D, technologyastructure and strong technological
competences in many industrial sectors prior tositeon, Russia has failed to sustain
technological capabilities and create a competifiw@ sector in post transition period. The
Russian economy provides an excellent illustrabban economy where system for knowledge
creation and technological development is well ttgyed, but fails to support the domestic
industrial development after the start of the mefer Thus, local government expects that foreign

enterprises will assist this development and presioteation of JVs.

In order to achieve the research objectives, theedhmethodology has been used. In particular,
at the first stage of the research the pilot suveg8 parent firms of manufacturing Russian-
Western JVs was conducted to achieve the pre-uiateliag of learning from JVs and to make a
selection of several Russian parent firms for thakdepth investigation on the basis of
theoretically defined criteria. At the second stagdensive qualitative data has been collected
from 3 Russian JV parent firms by conducting peatonterviews and analysis of extensive

secondary data.

The remainder of the paper is as follows. Secti@his2usses the theoretical underpinning of the
research. Section 3 presents theoretical framewSdction 4 describes in detail empirical
methodology. Section 5 provides a short descriptiocase companies. Section 6 presents results
of empirical data analysis and Section 7 summarizesmost important findings. Finally, last
section discusses main conclusions, contributioklianitations of the study as well as avenues

for the further research.

2. Theoretical underpinning

21 I nter or ganizational learning



The acquisition of organizational knowledge is ook the most important priorities in
organizations as it provides a foundation for thstanable competitive advantage (Cohen and
Levinthal, 1990; Nonaka and Takeuchi, 1995; Gra@§6). Learning has been recognized as the
mechanism how knowledge and capabilities are aeduand it covers both aspects which are an
access to new knowledge and capabilities and Imgjildin these knowledge and capabilities
(Inkpen, 2000; Powell, et.al., 1996; Grant, 199@arning can take place within organizational
and across organizational boundaries. In the gigeearch the focus is on the interorganizational
learning which is learning by a parent organizatioom a JV. Inkpen and Dinur (1998)
distinguish three types of knowledge which paremt benefit from: (1) knowledge useful in the
design and management of other JVs; (2) other fikmswledge and skills, but not applicable
/needed in their own operations; (3) knowledge Whian be used by parent companies to
enhance their own strategy and operations. The latge might be transferred to the JV by
another JV partner, created in the JV in the coafsts operations, or acquired in the process of

interactions between JV parents in the course opetion.

Learning through JV is a multi-stage process (Ink#000). The first stage is the knowledge
creation in JV, the second is the interaction betwdV and the parent, or knowledge transfer
from JV to a parent firm, and the third stage tegnation and application of the transferred from
JV knowledge in the parent firm. In this paper ¢tds on the third stage which is knowledge

application within a parent firm.

2.2. Performanceimplications of learning from JV.

The relationship between learning and performarae leen long discussed in the learning
literature (Fiol and Lyles, 1985, Argote, et.alQ0R). Figure 1 presents the results of critical
literature review when studies have been classdmmbrding 3 criteria: (1) The level of analysis:
JV vs. parent firm; (2) Type of empirical measureise objective vs. subjective, and (3)

Geographical focus of the study: transition vs.aeleyed economies.

Insert Figure 1 about here

This critical review allowed for making several ctusions. First, the majority of the studies

have examined performance implications of learr@bthe JV level (e.g. Lyles and Salk, 1996;
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Child and Yan, 2003; Tsang, et.al., 2004; Li, 2008ence, although the strategy research
explicitly recognizes the fact that JV’s success tmabe translated into a competitive advantage
of the partners (Das and Teng, 2003), the perfocenamplications at the parent firm level have

not yet been thoroughly studied.

Second, there is a clear preference for the obctieasurements such as business volume,
market share, achievement of planned goals, anfit. gdowever, researchers like Makino and
Delios, (1996), Child and Yan (2003) propose to ssbjective measures based on managers’
perceptions of performance. The argument hereaisrtiore insights exist beyond the objective
measurements. Learning enables an organizatiorcdesa new information and knowledge
which in turn can generate various types of impnosets in different functional areas such as
e.g. manufacturing process development, or prodisstelopment which does not lead to
immediate financial outcomes. Also, concept of téliees as a learning measurement was
suggested as more relevant for examining the impfdearning and knowledge acquisition since
application of acquired knowledge within organiaafl action represents the basis for
development of new skills and capabilities. Howewitie detail operationalization of this

measurement type has not yet been developed inthiterature.

Third, although there are studies conducted in eodnbf both transition and developed
economies, it clearly appears that in transitioonemies significant attention has been paid to
investigation of learning impact on JV performandéere is no study to date examining
implications of JV learning for local parent firmBideed, as Figure 1 shows the research
examining parent firms’ performance implicationd&sed only on the empirical evidence from

developed countries (Inkpen and Crossan, 1995; 18ma&997).

To summarize, the discussion above reveals thérpasnce implications of learning from JVs
for local parent firms in transition economies hang been examined. Also, the comprehensive
measurements of learning allowing for understandinigs full impact at the parent firm level are

still underdeveloped. Therefore, this study aimte# this gap.

3. Framework development



3.1. Capability development as an outcome of learning

The capabilities are considered as a vital resonecessary for gaining the competitiveness and
superior performance and their development takeeptarough learning (Nelson and Winter,
1982; Teece and Pisano, 1994). Hence, the unddistpof a change in various types of
capabilities is crucial if one aims to comprehehd performance implications of learning in
general, and learning from JVs in particular. Injeeapabilities allow firms to efficiently use
their resources. The capability concept has bedansely applied in various streams of
research and many types of capabilities have bedined. This paper, however, intends to
concentrate only on technological and managerigéliities as it has been recognized that local
firms in transition economies seek cooperation witreign firms to strengthen their
technological foundations and enhance manager@alvkatdge and skills (Lyles and Salk, 1996;
Ahn, et.al., 2006).

3.2. Technological capabilities and technological learning.

Technological capabilities have always been a foretdal component of economic growth and
welfare (Pavitt, 1988; Bell and Pavitt, 1995). Rreges of economic adjustments in countries
with transition economies have significantly wead@ncompetitiveness and technological
foundations of domestic firms, and thus, domestimd need to undergo through processes of
technical change and catch-up with western rivalse process of technological upgrading
requires development of technological capabilitieechnological capabilitys defined as the
recourses needed to generate and manage techmblobenge, including skills, knowledge,
experience and organizational system (Bell and tRa¥P95). Technological capabilities,
therefore, refer to skills, knowledge and expererequired to achieve technological change at
different levels (Costa and de Queiroz, 206®8)nce, the presence of technological capability in
organization implies that organization possessathikty to implement internal improvements in
process and production organization, product amjegr engineering.Also, it is important to
stress that technological capabilities developmeqtires not only knowledge-based assets but
also physical and financial assets. Hence, teclgicdb capability ‘is a set of pieces of
knowledge which includes both practical and thecaétknow-how, methods, procedures,

experience and physical devices and equipment’ )Matnal., 2006:30).



The literature suggests various ways to measuhmtdagical capabilities. For the purpose of this
study, | adopt classification of Lall (1992) whibhve been also used in later studies (Figueiredo,
2002; Li, 2006). It classifies technological caiitibs in three main functions: (1) investment,

(2) production and (3) linkages.

Investment capabilitieare defined as the skills needed to identify, @arepobtain technology,
design, construct, equip, staff and commission rawlity (Lall, 1992). In other words,
investment capabilities are knowledge and skiltg #re used to conduct a new industrial project
from pre-investment activities such as feasibisitydies to project execution as well the ability
for efficient external sourcing. Specifically, theyclude the skills and routines to define needs
for development and acquisition of new technologypmduction lines, for planning lay out and
equipping new facilities; for making informed deciss regarding scale of new operations and

range of products based on the optimal costs estima

Production capabilitiesaccording to Lall (1992) are a range from basitlsskange from quality
control, operation and maintenance to more advanoed such as adaptation, improvement, or
equipment ‘stretching’, to the most demanding omésresearch, design and innovation.
Practically, these capabilities define the knowkedgd skills necessary to operate a plant, and
encompass production management, production emngigeerepair and maintenance. The
manifestation of improved production capabilitieancbe changes in product design,

manufacturing process design and specificatiorgymbquality, product quality control process.

There are two parts of production capabilities:cpss and product technology capabilities.
Process technology capabilities are used to craadedeliver products and services. Process
technology includes quality control, maintenancdanp layout, inventory control and
improvements in equipment and processes. Procedssdlegy depends on the level of
development and sophistication, and mechanizatfigolamt and equipment, labor productivity,
achieving quality at the appropriate costs (qualigyformance), logistics cost effectiveness and
timeliness, reliability and availability of suppige(delivery performance); throughput and lead
time referring to output rate and cycle time versogestment in raw materials. Product

technology capabilities include mastering produesign and specifications, improving existing
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products, developing new products and licensinglgpecbtechnology (Wignaraja, 2002). It is also

important to stress that there are two sourceglhiceae the improvement in the product. One is
associated with improvements in the process, arassified as a process-technology related,
and the other originates from product developmetiviies and understood here as the product

technology.

Linkages capabilitiehave been defined as the skills needed to transfoitmation, skills and
technology to, and receive them from, supplier§ceuntractors, consultants, service firms, and
technology institutions (Lall, 1992). They are neédfor organization of knowledge- and
technology transfer networks within the firm andttwbther companies as well as with the

domestic science and technology infrastructure.

These three types of functions are also classifiedhree levels of difficulty which are
operational, advanced and innovativ@perational level of capabilityencompasses skills,
knowledge and experience to search, acquire, dasgmuse, master and make minor adaptations
of existing level of manufacturing process and piadtechnologies. Improvements in
operational capabilities can be manifested in thktyato implement activities more efficiently at
the existing level of the technological developmekdvancedcapability encompasses skills,
knowledge and experience needed for implementafi@mgnificant improvements in the existing
manufacturing process and product technologiesrgad the development of the new products
for the domestic market. They are skills and knolgkeassociated with major creative imitation
of adopted technologiednnovative technological capabilitys defined as the capability to
significantly change or improve products and preess It may be described as technology
changing skills needed for substantial developnretgchnology and products at the world class

level.

Also, there are several levels of technologicalatégies. Table Ipresents a framework where

columns set out the technological capabilitiesunction, and the rows, by the level of difficulty.

Insert Table 1 about here




This framework provides some specific examplescti/aies which are classified in certain type
and level of capabilities. Hence, when conductaimgempirical analysis, these tools help to
assess at which level JV parent firms’ were ablanorove their technological capabilities of a
particular type. Importantly, it also enables ton@oct comparison of capabilities development

process generated by learning from JVs across pémas.

3.3.  Managerial capabilities

Managerial capabilities refer in this study to #iglity of the organization to integrate, build and
reconfigure organizational knowledge how to orgarazstructure of organization, planning and
control systems, determine organizational goals iacéntives, coordinate different problem
solving activities, allocate resources and assignsgnnel. Also, they include cooperation
capabilities or collaborative know-how recognizedaasource of specific competitive advantage
(Dyer and Singh, 1998; Simonin, 2002). Indeed, aass of firms to manage partnerships and
expand their network is being argued to be attablat to the particular competence to create and
sustain beneficial collaboration. In other wordgyexience in first JVs will improve performance
of the following JVs (Reuer, et. al., 2002; Zol,al, 2002). As firms acquire knowledge related
to managing JV they are likely to be more efficienthe managing and extracting benefits from
subsequent JVs (Inkpen, 1998). Simonin (1997) sstggbat the lessons should be internalized
by the firm and drawn into specific know-how befdhey become useful for guiding future
actions. Hence, this know-how has been definedofiaborative know-how and recognized as
critical for the understanding of firm’s performa&n(Simonin, 2002). Thus, | include this type of

managerial capability as one of the measuremenesaafing through JVs.

3.4. Implications of capabilities development for local JV parents restructuring and
competitiveness.

The extant literature argues for the strong refetiops between organizational capabilities and
performance (Nelson and Winter, 1982; Prahalad Hadhel, 1990; Wang, et. al., 2006).
Capabilities in functional areas of the firm decs@#he unit’s costs, improve product quality and
range which results in profit increase (CantweB91; Schroeder, et.al., 2002). Further, the
changes in technological and managerial capalilishould be further linked to strategic

objectives and long-term organizational developm8&echolars like e.g. Inkpen (1996) suggest
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that over long-term period successful knowledgeatava should strengthen and reinforce a
firm’s competitiveness and growth. In the conteixthe transition economies, the main strategic
challenge of firms in post-transition period istresturing and organizational transformation
from Soviet type into new type of organization ahle for the functioning in the market

economy. Firms faced many challenges restrictingjr thestructuring process such as e.g.
outdated production facilities and technologiesklaf internal financial resources; limited state
support; lack of managerial capabilities to undezta profound changes allowing for efficient
functioning in market economy; distorted linkageghvother economic actors (Filatochev, et.al,
2003; Wright, et.al., 1998). Thus, local firms ungg need to implement changes in order to

survive in new conditions, and to become competitivdomestic and international markets.

Wright, et.al., (1998) distinguish several revitation strategies available to firms in transition
economies which include short-term strategies aiatexbst, employment and capacity reduction,
and long-term or restructuring strategies oriert®slards long-term improvements in market
positioning, product offering, expansion to new ke#s and increased innovative activities.
Similarly, Dixon (2006) defines three main stagé®manizational change: (1) breaking away
with the past; (2) initiate learning and reconfiguresources; and (3) Secure sustainable
competitive advantage. Hence, this study suggésitsit is relevant and important to examine
how technological and managerial capabilities bagdn local JV parent firms influences their
restructuring and competitiveness.

3.5. Theoretical framework

As it was discussed in the previous sections thgep aims to examine whether and how JV
learning influences the local parent firms’ tectogatal and managerial capabilities upgrading in
transition economies which, in turn, affects thegass of the restructuring and development of
long-term competitive advantages. Figure 2 illussahis argument and shows main theoretical
concepts of the study and expected relationshipgdas them.

Insert Figure 2 about here

Next, | discuss the empirical methodology employegrovide an empirical evidence for the

developed theoretical argument.
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4. Methodology

The careful assessment of the challenging reseantext and theoretical objectives of the study
have led to a decision that single methodologiggra@ach, either quantitative or qualitative,
cannot satisfy the requirements of this researdte dpplication of mixed methods allows to
overcome problems associated with poor quality wdjlipally available secondary information
and lack of cooperation in firms (Hurmerinta-Peltidinand Nummela, 2004). Thus, as opposed
to the main body of the literature, this reseasadtes a novel two-stage methodological approach

using a quantitative pilot-survey at the first gtamd multiple-case research at the second stage.

The main purpose of the pilot survey was to acqaingreliminary understanding of Russian-
Western JV activities established in manufactugagtors in 1998-2006 as well as the nature and
outcomes of learning in those JVs for parent firfiise survey questionnaires have been sent to
140 JV parent firms, but only 28 have been finalkgeived. Each questionnaire has been
addressed personally to the senior managers ohipéirmms. The firms have been contacted
several times in order to verify the receipt of sfi@naire as well as to persuade the respondents
to complete and return the questionnaire. It istivorf noting that 8 questionnaires have been
completed during personal interviews conductedhgyresearcher. Hence, pilot survey enabled
to acquire great amount of knowledge and compretiendssues related to learning outcomes in
parent firms. From the practical perspective, dytime survey it was possible to build the initial

credibility with the companies and negotiate areasdor doing a further research.

The pilot survey has been followed by a qualitativeltiple case study research for the
acquisition of the main part of the empirical dateRussian parent company is considered in this
research as a case, and three companies have dleeted for the in-depth analysis. However,
the sub-unit of analysis is each JV which Russiaremt companies have established with a
foreign firm. Hence, as two of the selected Russiampanies have established more than one
JV, there are 5 sub-units of analysis in this st@hse companies have been selected on the basis
of the survey results according to several critgfia Presence of cooperation in JVs established
by these firms and the active participation in Jenaggement. (2) Industry where Russian firm
and JV operate. The enterprises from sectors artebkt JV percentage according to the dataset
were selected for more insightful and reliable Itssu(3) Practical considerations of the
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possibility to negotiate an access to the companiisenced to a certain extent the choice of
case companies. The general idea behind the chszige was to include into the study firms
from different industries which have establisheds JWith foreign parents of different
nationalities.

The main part of data was collected through peilsotarviews in parent companies of the
selected JVs and the parent firms’ representatineshe JVs. In total, However, it was
supplemented by analysis of companies’ internaudemtation and other available secondary
data, such as e.g. industry reports. The intervigeu® conducted in Russian and were translated
into English personally by the researcher who spétkssian as a mother tongue. The majority
of interviews were taped-recoded. However, in f@ses the interviewees have objected to be
recoded, so the transcripts have been done onasis bf notes taken during interviews. The
interviews guide was used during the interviewse Tohntent of questions has been developed
according to the assumptions derived from the amalygf the previous literature and the pilot
survey. It consists of several sets of questiordutiing general as well as more specific
qguestions. However, although the overall structfréhe interview guides was similar for all
cases and respondents, the focus and depth ofiansesiffers depending on the interviewee’s
position in the company. During the interviews tfespondents’ reflections on assumptions
developed on the basis of previous literature waken into careful consideration. Hence, the

research-led interview method was used in casesiigation.

The triangulation technique has been used in datdysis which enabled to examine the
collected data in the comprehensive and systemmaimer. Specifically, | followed several steps
in data analysis were followed. First, the enti@ck of qualitative data was manually analyzed
and empirical manifestation of the concepts distisiged from the critical literature review was
summarized in tables. In particular, for each afecaompanies the concepts have been grouped
into several groups according to the themes iridbes of the study’s propositions: technological
capabilities, managerial capabilities; enterprisstructuring and competitiveness. At the next
stage of the analysis, | have conducted a crossscassessment for each of mentioned above

themes and drawn the conclusion regarding the eatod extent of the outcomes of JV learning
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in case companies. This assessment enabled t@ gfiterns existing in the data and to draw the

comprehensive conclusions.

5. Casedescription

5.1. CaseCompany #1: Aircraft Engine Building Cor poration

The Company is one of the leading Russian indusergine building corporations. The
Company implements marketing, design, productiatessand after-sales support of gas-turbine
equipment in the three main directions: militarygiees, civil aircraft engines and power
generation equipment. The total number of Compaagiployees is 23.000 people where 4600
employees are involved in R&D activities. The Compgossesses a solid R&D base which
enables for implementation of the full cycle of npmduct creation starting from calculation and
analysis through manufacture of prototypes andyiwagr out government and certification
tests. Complex application of information techigi¢s has been implemented at all stages of the

product life cycle beginning from the marketingeach and designing through servicing.

In 2003 an equity JV with a foreign partner was wgetfor development and manufacturing of
civil regional aircraft engine. This JV was thesfitarge-scale international cooperation project
undertaken by the Company which implied the mualteted collaboration for creation of highly
technologically complex product satisfying the Rassand European standards. This JV was
organized on the basis of technology, risk andtahpharing principals similar to those of other
international JVs in the engine building industifhe Russian and foreign parents have
financially contributed to the venture on the 50H#&is. Also, tasks have been equally divided
between parent firms when Russian firm was respts$or development of cold part of engine
and experiment activities, and foreign parent vesponsible for the development of hot part of
the engine and its integration. This engine is detety new product planned to be developed
from the scratch as opposed to other engines Imouified from the old models which added to
the challenge of its creators. The engine developraetivities have been organized in parent
companies’ R&D units. Specifically, Russian pareas$ designated a separate area (unit) in R&D
department of own Head Engine-Building plant fownengine development activities. Also, as

development required an intense cooperation betwe#im parent engineers, the meetings and
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team assignments have been organized in this tiRussian parent firm. The production unit
has been established in the production site of iRuggrent in a modernized workshop which is
physically located in the separate building. Thepd®duction is initially planned to be supplied
for Russian aircraft building company. Howeverjang-term the markets of Europe and North

America will be targeted for engine sales.

5.2. Case Company #2: Heavy truck and auto component manufactur er

Case Company #2 is one of the largest truck matwf in Russia and represents a vertical
holding including all range of enterprises from aflergy till final assembling located in close
proximity to each other. The united production cterf the Group of Companies embraces the
whole technological cycle of truck production: dieyement and production of vehicles and auto
components as well as marketing of finished proglantd service maintenance. About 59
thousand people work in departments and assoaataganies. The company also has a number
of assembling subsidiaries in Vietham, Iran, Kazakh, Pakistan, and North Korea. The
company has own R&D department which implementsomajart of the Company R&D
activities in all areas of the Company’s operatioHewever, due to the large spectrum of
technological areas where the Company operatesiraitdd human and financial resources, the
implementation of some R&D activities is outsourdedexternal parties such as consultant

agencies, research institutes and JV partners.

The Company has established two JVs. First JV kas liormed in 2005 with German partner
for a gearbox production at the new manufacturagglities located within production site of the

Company based on the technology of foreign paiférg.share of foreign parent in the JV is 51%
and the Company has 49% of the share. In 2006 tmep@ny has established another JV with
the American company for manufacturing enginedefderies B. The engines comply with Euro

2 and Euro 3 standards for diesel emissiBastners’ shares were 50/50 in this JV.

Both JVs are organized and operating accordingirtolas principals. Russian and foreign
partners actively participate in JV managementfzante own representatives in the management
teams. Non-managerial personnel was hired in on/sffrom Russian parent company, and in

the other JV 50% were from outside both parentdirithe main customer of the JV products is
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the Russian parent company itself. Also, small padV products is sold to other truck, bus and
agricultural equipment manufacturers in Russia,aBs and the Ukraine. In terms of
contributions, foreign parents were responsible bonging advanced technology, and the
Russian Company was responsible for the provisibnmanufacturing site and operational
management, employees and implementation of JV ugtoddaptation to local conditions.
Engineers of the both parent firms have been clasmbperating in team for the implementation
of this task. Also, the Company provides the gméeal of assistance in managing of other
relationships within the JV boundaries with othasibess partners such as customers, suppliers
and government authorities. The overall rationakifd JVs establishment from the perspective
of the Russian company was to ensure the supphygbf quality components for own trucks by
using the advanced technology of foreign firms.nfiithe perspective of the foreign parents the
cooperation with large Russian company was intlidte strengthen their strategic positions in

Russian market and benefit from Russian parenneixte dealer network in the Russian market.

5.3. Case Company #3: Passenger cars auto component manufacturer

The case Company #3 is a large multi-functional gamy which has several operational
directions. The main direction of the Company’siaist is a production of all kinds of plastic
automotive components for vehicle of the leadingsd®an car produces. The Company has a
main consumer, the passenger car manufacturer,ewihesupplies 65% of total production
volume. The Company has 5500 employees. The Comipasiywn R&D department with 300

employees which is responsible for R&D activitiesall areas of operation.

The Company has established its first JV with lg&ggman manufacturer for auto components
manufacturing in the year 2000. The main objectdiethe JVs was to manufacture auto
components for one of the largest Russian passecgermanufacturer, which has been
historically the main customer of the Company byngsthe product technology of foreign

parent. Russian and foreign parents have finagc@adhtributed to JV on 50/50 basis. The
Company has provided to the venture production aitd infrastructure, highly qualified

personnel and, most importantly, the customerioglahips where JV products were planned to
be sold. The foreign parents have contributed lmdpet and process technology. The both

parents had own representatives in the JV manadendractively participated in JV operations.
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Interestingly, the cooperation in the first JV cidt evolve as it was planned and JV was
terminated in early 2000s. The main reason for évhination was the difference in parents’

opinions regarding the JV product.

Despite the negative experience with its first thé, Company has established the second in 2006
with the medium size Italian auto component martuf@c. This JV has been organized
according to the similar principals as the previause. The main objective the JVs is the
manufacturing of wheels which is relatively complement for the passenger cars. The main
customer of the JV products, as in case of the f¥§ is the large Russian passenger car
manufacturing. Russian company has provided toséimture production site and infrastructure,
highly qualified personnel and the customer retetiops where JV products were planned to be
sold. The product and process technology has hagplied to JV by the foreign parent. Both

parents contributed on 50/50 basis.

6. Empirical analysis

This section presents the results of empirical daiaysis following the logic of the theoretical
framework presented in the section 2. First, | assc how learning from JV influenced
investment, production, linkages and manageriablodies development. Then, the impact of

this development on the restructuring and competiess will be analyzed.

6.1. Investment capabilities development

The learning leading to improvements in the investincapabilities took place in all case
companies and has been perceived as important emefitial by parent firms. However, the
extent of investment capabilities upgrading vargsoss the cases. Table 2 describes the

outcomes for each of the company at different vel

Insert Table 2 about here

The Table 2 illustrates that, overall, Case Compétiyhas achieved the most significant
outcomes manifested in improvements of the existiagabilities at the advanced level and

developing new capabilities at the innovative leBgecifically, at the advanced level the scope
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of knowledge and skills underlying the capabilitress been broaden through JV learning which
resulted in more efficient project scheduling; plexg new workshops’ layout, more informed

assessment of latest technological solutions, coemts and materials choices. However, the
most significant achievement in terms of investneagabilities development was the transition
to the innovative level manifested in ability toglament world class project management and
world class engineering. This JV was the first eigree of the large-scale international

cooperation when JV product (the regional aircexfgine) needed to receive the European
certificate. When cooperating on JV project thenpany has developed capability to organized
complex logistics system requiring the high skilksmanaging delivery costs and schedules.
Moreover, the Company has learnt about Europeaa legjuirements and procedures for the
certification of engine. This was pointed as anontgnt learning experience during the course of
JV project with the foreign parent. As one of taggondents explained:

"We can compete in foreign markets only with theibed engine and at the moment it is the

first product of this class. In order to develog tbertified engine in the future we will need to
implement its development according to internati@tandards from the very beginning. That is

why this experience is very valuable for us”.

In the Case Company #2 investment capabilities wekeloped to a significantly lesser extent
when few minor changes occurred at the adaptive ahdnced levels. The upgrading to
innovative level did not take place. The JV leagiiras led to improvements in respect of new
facilities equipping decisions and planning of wsit&p lay out, and these improvements were

recognized as being beneficial for the rapid moidation of main industrial site.

For case company #3 JV learning had important mapbns for improvement of investment
capabilities despite the fact that they occurreth@tiower levels than in previous cases (Table 2).
Specifically, from its I JV the knowledge about basic process of the ptocertification has
been acquired which resulted in organization ofifoeaition of production site of the Company.
The respondents were consistent in emphasizingrtpertance of this outcome and former JV
president, who has returned to the parent comptery2/’s termination, stated:

"The most significant what we got from them [Fareiparent in the JV 1] was learning about

how to proceed through certification process. Aal products at that time were only about to
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get a certificates, they taught us about ISO 2@d@, then technical standa@”60049. This we

are doing here now. ...It was a significant growthus”.

The 2 JV learning outcomes took place at the advanceel End, as in the case company #2,
were manifested in development of capabilitiesnfimre efficient new technologically advanced

facilities’ organization. The capabilities at timovative level have not been developed.

6.2. Production capabilities
Production process capabilities development waseperd as the most important learning
outcome by all case companies. Also, the changesoituction product capabilities took place.

Table 3 shows the change in production procespeodlict capabilities across the cases.

Insert table 3 about here

Table 3 illustrates that case Company #1 has aeflifve most significant learning outcomes at
operational, advanced and innovative levels. Fastme techniques and skills acquired from JV
experience resulted in more efficient productioncgss organization at the operational level. The
company managed to improved routines leading tmlaeh equipment productivity, decrease of
the norms of the details’ processing, implementatibstricter system of production control. The
labor productivity was increased due to the mofieieht organization of working stations and
improvements in production logistics practices. dilthe Company expanded the knowledge
about advanced techniques in various technologmalcesses and exploitation of latest
machineries and materials. Most importantly, then@any’s skills and knowledge base have
been upgraded up to the level of European and Asarerieading aircraft engine manufacturers.
Second, western type of production culture was tb@ he cooperation in JV was a good mean
for an exhibition of western attitudes to produatality and responsibility on Company’s
employees’ mentality. To summarize, the more effiti technologically advanced production
organization was the most important area of impnoeats. The company was able to move to a
highest level of production process capabilitiesclwhs the world class production organization,
and also upgrade all previous levels capabilitiesvéng for the better performance. One of the

respondents mentioned:
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“We have radically changed the system of productayganization in the enterprise and
increased its efficiency”.

However, the product centered capabilities were clinged as extensively as production
process capabilities. However, they were improvedouinnovative level as the JV product itself

was the new top level innovative product.

The production capabilities of the Company #2 haeen improved to a lesser extent as Table 3
indicates. The Company has acquired the knowle@dpted to manufacturing process and
enhanced its own production process capabilitipsciically, practices in the area of production
process planning, production control and qualitynaggement have been improved as a result of
JV learning. Moreover, the successful JVs fundatignresulted in expansion of scope of
cooperation between partners when the Company taated the production of the several
components according to the western parent’s tdogimal requirements and specifications. The
presence of foreign parent assistance in the ingation of these operations provided a good
opportunity to acquire skills in process technoldgyproducing products with compliance with
western standards. During the cooperation normspamecedures of the foreign partner company
have been naturally adopted by the Company empdoyeeone of the senior managers stated:
“Part of the production is manufactured here acaoglto their documentation, technologies,
and standards. We supply about 19 products accgrtlie requirement of our partner company.
Naturally, our personnel have to learn this new Wiealge, learn to work according to these

requirements”.

Furthermore, the learning about different productiphilosophy has been pointed out by
Company’s managers. Close cooperation with westens allowed for changes in attitudes of
Russian employees towards more ‘western’ type afdgection culture. The attitudes to

responsibility, planning and understanding of timpartance of every function at the enterprise
inherited from the Soviet times was pointed as @p¢ire most important problems in successful
enterprise development. Hence, the improvementiignarea as a result of learning from JV

experience were perceived as highly valuable. Omieeorespondents said:
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“In the process of realization of the JVs we geassurance that this is the right approach which

gives us numerous benefits, including the adaptaifovestern corporate culture”

However, as JV operations have been excluded frem@ Company's core competence when it
has been decided to rely on the foreign parenthisrproduct development, the Company did not

have learning intent to acquire product relatediedge.

The Case Company #3 has positive learning outcdnoes both established JVs. The most
important outcome of learning from th& 4V was the establishment of quality management in
the Company. Prior the JV the products of the Caoma#id not satisfy quality standards, and
hence, were not competitive even in domestic markiEiwever, as JV production was
established by the foreign parent according to ,haitihough not latest, western standards, the
experience of production organization and prodwstiftccation has been acquired and later
applied in the Company. As one of the respondenitsgd:

“The role of the JV and the parent is that theydhtius the procedures of the implementation of

the TQM in production process”.

As the other example of improvement process, tmepamy expanded the knowledge in respect
of available technologies through JV experiences dtiher manager said:

However, despite the availability of different kiesige sources, the most valuable experience
can be acquired only the source is inside the @nitg, in other words, from direct experience
when you have an access to the advanced technslogie

Moreover, new approaches of workshop employeesrtsmaorking process organization have
been acquired. Specifically, the practice of prsi@s combination has been implemented which
resulted in productivity increase. Lastly, the weestproduction culture has been adopted as a
result of learning through JVs. Even such minoratpas the clean and shiny floors covered by
certain type of material in the workshops have bgented as noticeable aspect being adopted
from JV.
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In terms of product capabilities development onipan improvements took place as the JVs did
not imply the product development activities. Hoeevsome aspects have been learnt and
adopted in the Company’s operations such as e.gri@arecipes, minor product specifications.
To summarize, the main area of learning and cagabildevelopment was in the area of
production process organization. Hence, managestased:

"We learned a lot about organization of productiprocess and its main principals... This was a

a big gain for us”

6.3. Linkages capabilities
The development of linkages capabilities took plecthe similar manner and extent in all case

companies. Table 4 shows the influence of JV legron linkages capabilities.

Insert Table 4 about here

The important benefit from JV experience was thiiding linkages with foreign suppliers, R&D

organizations and customers through knowledge aitmpun from the foreign parent. In
particular, one of the important problems is thesemize of the certified suppliers which
production satisfies the European standards. Tlaagling Russian companies have to seek
partners abroad, and here, JV experience allows tbdearn about potential partners and build
relationships with them. As manager of case Comgdngointed:

“Our relationship with parent provide a unique oppanities to learn management practices and
skills, technological knowledge, knowledge in eadoyistics and access to the foreign supply

channels of the details which are not produceduss”

Suppliers are the main problem as the developnfeRussian enterprises in general is slow and
their technological level is behind. The localipatiof production is the crucial for the further

industrial growth. Foreign R&D organizations ar@alle to deliver service in short time and for
clearly defined price. Domestic R&D organizatioresv/é the ability to conduct R&D activities

but lack the capabilities to do it in the efficigimhe and cost manner. This is another link why we
need to understand macro level factors. Russian R&®Bor lacks the experience to work in
market conditions. Hence, JV is an important chhforeleading Russian enterprises to expand

linkages with partners for the development and pectidn of the competitive products. JV
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experience in itself was one of the push factorsttie further innovative development, which
further stimulated the initiation of new projectsttwuniversities, local suppliers and R&D
organizations. One of the respondents stated:

«In this respect our partner helped us to organieesupply of some components from abroad”

6.4. Managerial capabilities

The managerial capabilities enhancement has beenportant benefit of learning from JVs for
Russian firms. In case company #1 one of the mgsifeant outcomes of learning was the
adoption of the management system existing in J@oimpanies other operations and projects.
The respondents described it as follows:

"Due to the JV experience we, for the first timmplemented the matrix system approach in
management. Our classic approach was functionafibigion of activities between departments,
but now we applied cross-functional approach whean dll operations are coordinated central
by program direction. This approach has been adbfrtem our partner. This process allows the
decreasing of the time for the product developnas introducing it to the market. We are
implementing this approach to other programs folitary and civil engines. This experience is

highly valuable for us”

The other example of beneficial outcomes is theniag about JV business model which has
been implemented for cooperation in other partnpsstwith local companies. Also, JV
operations stimulated the start of an extensivesquerel training and foreign parent has

contributed significant amount of time and resosriceproviding training and teaching.

In case Company #2 the learning has been orieateards adoption of western managerial style
as the long-term strategic goal of the Companyigét integrated into the world automotive
industry. For example, planning practices and ptoces have been mentioned as one of the
learning areas by one of the managers:

"We aim for improvements’ implementation in managetrpractices, and we succeed to some
extent. | see clear benefits from more organizeshmhg process as the spontaneous planning
leads to making a large number of mistakes dubedadct that there is not enough time to finish

the task properly”
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Also, as in the Case Company #2 the JV activiteseal the need of providing an extensive
personnel training to sustain the speed and quafithanges in organization oriented towards
enhancement of competitive advantages of the ptedwnd innovative development.

Furthermore, the successful implementation of thengrship has proven the success of the
corporate strategy to join the forces for produetedlopment and manufacturing with leading

foreign enterprises which improved the cooperatsgabilities.

Case Company #3 showed the improvements in orgama structure and systems due to
learning from JV. For example, one of the managerphasized:

"What we liked there.. Before we had complicatedtad system. In JV it has been organized
much more efficiently... After the JV experience arxelchanged our system to make it less
hierarchical where does not exist so many stagetvdsn the task distribution and

implementation. It helped us a lot.”

6.5. Implications for competitiveness and restructuring

This study finds the clear relationships betweegraging of capabilities of case companies and
their strategic restructuring and competitiven€sse company #1 has benefited in a variety of
ways. First, the development of investment, pradactand linkages capabilities up to the
innovative level as a result of JV learning impltaat the Company can independently, outside
the border this particular JV, develop and manufacbther advanced products for Russian and
foreign markets which, in turn, generates additioesenues. The JV experience did play the
crucial role in providing a real life example hohetworld class enterprise should operate and
exhibited to the personnel at all levels the regjagnts needed to be met. As one of the managers
stated in the interview:

“..When we started JV we realized that this engivik change us as a company. It was a
challenge to everyone: managers, technologistssteactors and workers. We had understood
that if we want to produce an engine of the woilass, we have to do it according to the
standards of other developed countries in ternguality, schedules, and costs”.

Also, the experience of JV cooperation has stinedighe establishment of other partnerships for

civil and military engines development with domestiompanies on the basis of the same
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principals as the JV with a foreign partner. Ferththe successful cooperation in JV has
improved significantly the positive image of the Muany in the international business

community and can potentially generates furthepeoation.

These performance implications directly influenbe path and speed of course of Company’s
restructuring in several ways. One is that improwedhnological capabilities enable for
continuous optimizations of manufacturing operaienhancing the productivity and decreasing
overall production costs. The other aspect of pasinfluence is that successful implementation
of JV and follow up projects provides the Companthveubstantial financial resources for the
implementation of the restructuring. This outcoragerceived as being important as a lack of
resources for restructuring has long been the niagpediment for the Company’s technological
upgrading. This discussion highlights the fact tt@bperation and learning from JV influenced
significantly Company the path and speed of resiruty and represented a strategic tool for
moving from the stage two “initiate learning and@aefigure resources” to Stage three “secure
sustainable competitive advantage” (Dixon, 2006Jekd, as it was indicated by the respondents,
the strategic goal of the company in next five gaarto develop new products which can be sold
in the foreign markets, which requires further depment of technological cooperation and
further increase in efficiency by decreasing thedpction costs, implementation of new
managerial practices and increasing the degreeraxfuption automatization. As one of the
managers stated:

“Our internal policy has changed the direction: frothe survival strategy towards the dynamic
development strategy”

The respondents from Case Company #2 have refardek established JVs as to being highly
positive experiences generated long-term stratdggoefits. First, the improvements in
technological capabilities influenced positivelyethmanufacturing performance which was
manifested in the decrease of costs and increagwoiductivity. In particularly, knowledge
related to the lean manufacturing practices wasegpexd being important as the company has
started to pursue the implementation of this apgraes a part of the strategic restructuring. The
managerial practices have been highly beneficial tfee efficiency enhancement in the

organizational management system. Specifically, grectices and overall philosophy in the
24



planning system and cost management were emphasseeing as the most important outcomes
for the overall company’s development. Indeed,uhderstanding of the importance of fact that
movement up to a level of a world class companyireg the adoption of the similar managerial

values and practices as others leading enterphiaeseen a strong incentive for the learning
from JV and applying the outcomes to a strategi. dine JV is a mechanism to achieve the
strategic objective of the company which is to lelsth the modern base of the auto component
production for company’s trucks. Hence, Company &asomplished its objective to establish

production base of the technically advanced compisne

“What are our advantages from cooperation? Firsge were able to concentrate our resources
on development of those directions and competewbssh we decided to keep in-house. By
resources | mean all range of them: intellectuaymtan, financial. Second, we had an

opportunity to learn about modern technologies apgroaches. Third, we have received a very
competitive product and this direction we will dooe to develop. In the process of the

realization of JV we have seen that this is thatrapproach and it allows for achievement of all

mentioned above benefits including the adoptionestern corporate culture”

Further, the established JVs generate an additieeainological cooperation between the
partners and scope of cooperation implies the naatwfing of components for JV products by
the Company according to technological requiremehtle foreign partners. Importantly, due to
the fact that the foreign parents have a direer@dt in the success of JV activities, they provide
an extensive technical assistance and trainingh®rCompany’s employees and opportunity to
learn and acquire technological knowledge andsskilso in the process of cooperation in these
additional projects. It has been emphasized thatyder to ensure of successful development at
the corporate level the personnel of the whole amgpshould learn to work according to the
new principals. JVs stimulate the implementationnafre efficient restructuring process and
represent an important force in its transitionhite long-term development and growth stage. As
one of the managers stated:

“Our internal policy has changed the direction: frothe survival strategy towards the dynamic

development strategy”
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In Case Company #3 enhancement of technologicakbd#pes has resulted in the establishment
of the long-term large-scale cooperation with trgé foreign car manufacturer. Specifically, the
Company has signed a contract for the componentsifaeturing for the new assembling plant
in Russia of one of the largest world producerspa$senger cars. Specifically, the quality
management practices implemented as a result wiilgafrom JV have had a crucial role on the
decision of this foreign company looking for thetaomponent supplier which can meet the
western standards. As one of the respondents Hedcri

"We were already prepared for manufacturing producequired by western standards. For

example, Ford approached us one of the first aadqd the order for its products”

Secondly, as JVs have been established within ptamtusite of the Company, the technological

knowledge and capabilities developed have been lasdtie development of other Company’s

products. Taking into account that the source nbvation in the industry is the product related
knowledge and modern machineries, the experienamasfufacturing this JV product can be

slightly modified for the models of other clien®is described above examples clearly indicate
that enhanced technological and managerial capabitan potentially generate further contracts
with other foreign and domestic manufacturers whiohturn, will positively influence on its

financial performance.

Third, in terms of the role in the restructuringpgess, this case is similar to previous two. In
other words, JVs are used strategically to achi®eepany’s long-term development and
competitiveness. Figure 8.3 shows that that legraimd cooperation in JV allows for a transition

to a third stage of the organizational change medescribed by Dixon (2006).

7. Summary

This research has analyzed the change in capabibfi parent firms attributable to learning from
JVs and the strategic implications of this chanBeactically, it was assumed that the changes in
elements underlying capabilities lead to changetheir level and degree of application within
the parent organization. Hence, learning, by itselfi not provide superior performance, but

must be manifested in capabilities change for sapperformance to occur.
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The detail analysis of capabilities upgrading iffedent functional areas shows that the main
achievement was the upgrading of production caipiaisil and in particular production process
capabilities. The most important areas were qualitgnagement, production and labor
scheduling, production control, workshops modetiora routing and handling material. Also,
there are also similar means how parent firms abpét on the increased through JV capabilities.
First, the capabilities in the area of productisogess generate improvements in manufacturing
performance manifested in more efficient capacitylization, reduced inventory and
manufacturing cycle times, which is reflected ie thcrease of labor and capital productivities,
lower overall production costs, lower defect raéts. These changes are tightly aligned to
strategic objectives to complete the restructuangd achieve sustainable competitive advantage.
Second, there are benefits from improvements ikaties capabilities which imply the use of
acquired knowledge about foreign JV parent networkoroadening range of own relationships
with foreign suppliers and R&D organizations. Theskationships enable to access to the R&D
services and high quality supply not available us&tan for the purpose of implementation of
new projects for product development and manufaruiThird, cooperative capabilities imply
the establishment of other partnerships for the pewduct development and manufacturing and
implementing more efficiently their management vbhia turn, provides the case companies
with an access to new expertise and knowledge faw further exploitation or/and
internationalization. Forth, improved manageriapatailities allow to enhance efficiency in
operational aspects and optimization of the orgdignal structure which represents an

important part of organizational restructuring.

Thus, the study suggests that JV learning is used strategic tool to implement restructuring,
achieve long-term development and competitive aidpn The other interesting funding is that
some of assumptions of previous research have aeh Wound valid. For example, the
assumption that there is a lack of managerial aatketing skills and qualifications (Lyles and
Salk, 1996; Peng, 2000; Lane, et.al, 2001; Dixd)6&2 and there is a need for managerial
training (Child and Markoczy, 1993). However, tresearch illustrates those Russian enterprises
entering JVs have a clear strategic orientation pnodessional managerial teams which have
skills and knowledge how to operate in the markehemy. The fact that companies use JVs as

a strategic tool indicates the presence of managesmpetences. However, the difference in the
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results is likely to be attributable to at leasbtiactors. One reason is that the study is conducte
at the latest phase of transition when local congzamave had time and opportunity to
accumulate competences needed for operating inenadonomy. The other reason stems from
fact that local firms established JVs are one anrfost advanced ones and represent ‘new’
sector of Russian industry as it has been explaimede study. However, there is a possibility
that other enterprises lagging behind and whichngetd to undergo a deep restructuring are still

facing issues described in the earlier research.

It is also worth of noting that there are sevengbartant reasons for differences in the extent of
learning benefits. One of the most important readon this difference is the JV scope which
defines types of operations in JV and, most impditanature of learning opportunities as it has
been also argued in previous studies (Hennart, ;20@8nanainen, 2009). For example, JV of
company #1 has been organized for the implementatiavorld class product development and
manufacturing whereas JVs of case companies #2tarthplied only product adaptation and
manufacturing activities of products for domestiarket. Hence, as discussion in the previous
section indicates, only case company #1 has updrémdecapabilities up to innovative level. The
other reason is the level of existent capabiliied resources of Russian partner. For example, as
discussed previously, Company #1 has had stroftézgical expertise compatible with those
of foreign partner. However, Company #3, althougitovered well from the negative
consequences of reform, does not yet have thelags capabilities, and cannot cooperate with

foreign partner at the same level.

8. Research conclusions

This research examined the performance outcomieswofing from JVs for Russian parent firms.
Building on premises of organizational and inteesrigational learning, capabilities perspective
and strategy approach, the integrated model has deesloped which suggests that application
of knowledge transferred from JV generates thenelciyical and organizational capabilities

development which, in turn, affects the procesparent firm restructuring, long-term growth

and competitiveness. The main theoretical contiobudf the study stems from the fact that it
provides a thorough understanding of the JV learmntcomes for JV parent firms using the

comprehensive subjective measurements developeleblridging several streams of relevant
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literature and conceptualizing them in the operatioterms applicable for the context of
transition economies. This study has implicatioos the International Business research as it
highlights the novel elements attributable to thegpess in transition implementation refines the
assumptions of the previous studies on the basssnpiirical data collected at the latest stage of
transition. The majority of empirical studies halween conducted on the basis of evidence
collected in early stages of transition. Also, tegearch improves the knowledge in other areas of
academic research such as FDI spillover literahyrélustrating the concrete outcomes which

local firms in transition economies gain from faneifirms’ knowledge acquisition.

This study makes an important methodological cbation. The combination of pilot survey and
case research enables for overcoming the methadalaand contextual challenges and collect
the rich empirical data for the thorough and vahgblanation of the implications of JV learning
for Russian parent firms. The study illustrates|vwew the different data collection methods
have been applied and what suitable for the comycesearch in transition economies where
information accessible to the researchers is dfteamplete and ambiguous. Hence, it extends
the scholarly understanding and awareness of thadelogical options to conduct a better

quality research.

This work examines the issues representing a higlnevfor managers’ aiming to really
comprehend the outcomes of the applied strategis @nd undertaken actions. Indeed, it was
found that JV learning is perceived as being th@oairtant source of advanced knowledge
necessary for enterprise upgrading and developrikemice, as the results of the study outline in
operational terms the final benefits of the JV &g, this knowledge enhances the awareness of

mangers in parent firms about the value of learfiiag JVs.

Limitations and future research

Despite the incidence of numerous contributionscidlesd above, this study also has several
limitations worth of mentioning. Firstly, empiricavidence for this research has been gathered
from single national context and the major partdata has been collected from three case
companies, which naturally limits the scope for eyalization of the research findings. Indeed,

some of the implications are context specific aadnot be applied in other empirical settings.
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Secondly, as this research bridges several streériee literature to achieve a comprehensive
understanding of the research phenomenon, theraliyo on these streams varies in depth and
often does not cover all aspects of each of applgdoaches or concepts. The guiding principal
in the theoretical development was to cover andagxghose parts of theories and constructs
which are most directly related to the studied pmeenon and represent useful tools for its

thorough understanding.

The conduct of the theoretical and empirical wods nevealed a few very interesting avenues
which scholars can follow in the future. First, #weamination of the benefits of JV learning in
both developed countries and transition economs@sguthe objective measurements and large
scale-survey can provide a better understanditigenéls and patterns of learning outcomes at the
parent firm level. Second, there is a room for ¢hass-cultural studies when evidence can be
collected from several transition economies. Thelémentation of research in different
contextual settings allows for the better undedita;n of the underlying rationales for the
diversity in findings attributable to context sgesity. Third, overall, more work is needed to
develop more comprehensive measurements for ditferational /industrial settings. The range
of empirical concepts is still quite narrow and,ths work revealed, the other streams of the
literature can offer a number of suitable and ratg\for this purpose concepts. Forth, although
this study has attempted to collect evidence dutegpilot survey stage from both JV parents, it
has been made primarily for the acquisition of ulyitey idea behind the JV activities. More
critical analysis of learning from JVs outcomes bmth JV parent firms will be particularly

interesting direction for the investigation.
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Appendix

Figure 1 Review of theliterature on performance outcomes of JV learning

Learning from IJVs performance implications
\ A
IV level Parent level
y Y / \
Objective measurements Subjective measurements Objective measurements Subjective measurements
Y Y Y Y
Lyles and Salk, 1996; Makino and Delios, Lyles and Salk, 1996; Berdrow and Lane, Jiang & Li, 2008 Mowery, et.al., 1996; Inkpen and Crossan,
1996; Steensma and Lyles, 2000; Lane, 2003; Child and Yan, 2003; Tsang, et.al., 1995; Inkpen and Dinur, 1998; Simonin,
et.al., 2001; Beamish and Berdrow, 2003; 2004; Li, 2006; Zhan and Luo, 2008; 1997
Dhanaraj, et.al., 2004; Anh, et.al., 2006
y \ Y Y / y \ \
Transition Developed Transition Developed Transition Developed Transition Developed
economics economics economics economics economics economics economics economics
A Y \ A \ \ \ \ \

Lyles and Salk, Makino and Lyles and Salk, Berdrow and Lane, Jiang & Li, 2008 Area of Mowery, et.al.,
1996; Steensma Delios, 1996; 1996; Child and 2003 (perspective of contribution of the 1996; Inkpen and
and Lyles, 2000; Beamish and Yan, 2003; Tsang, foreign parent) present research Crossan, 1995;
Lane, et.al., 2001; Berdrow, 2003. etal., 2004; Li, Inkpen and Dinur,
Dhanaraj, et.al., 2006; Zhan and 1998; Simonin,
2004; Anh, etal., Luo, 2008; 1997.

2006.

Figure 2 The perfor mance implications of JV knowledge application in local parent firms
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Table 1 Taxonomy of technological capabilities: an analytical framework

Capability Investment functions Production functions Linkages
type/level Process and production Product centred
organization
Operationa | Monitoring of existing Standard production Replication of product Procurement of
I plant; preparation of coordination and adaptation; specifications and available inputs from
standard project outline; Basic PPC and QC; designs; routine product | existing
search, evaluation and the | Obtaining certification for | QC awarded international suppliers; searching
choice of technology/ routine process QC(e.g. ISQcertification (ISO 9000); | and absorbing new
suppliers; standard 9000); de-bottlenecking, minor adaptations in given information for
equipment procurement; ‘capacity-stretching’; specifications to market | suppliers,
standard plant expansions;| Manipulating key process | needs; incremental customers
detailed engineering; projegtparameters (e.g. reduction)| improvement in product | and local institutions
scheduling quality
Advanced Search, evaluation Process improvements and Licensing new product Technology transfer
and selection of application of advanced technology; continuous | to local suppliers to
advanced technology; methods; routinised improvements in product | increase efficiency,
search, evaluation, selection‘capacity-stretching’;, specifications, non- quality for local
and funding activities for development logistics original design; design of | supply
new large-scale projects; | system for JIT delivery; basic characteristics for
procurement engineering; | integrated automated new products for domestic
engineering of the whole | systems with corporate market
plant; overall project control system
management
Innovative | Developing new Innovation based on World class new design | Collaboration in

production systems via
R&D; World class project
mgt; world class
engineering; new process
design and related R&D

research and engineering;
World class production

and development;
Original product design
via R&D ; product for
export markets

technological
development with
suppliers, customers
and partners from
foreign countries

Modified from Lall (1992)
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Table 2 Cross-case summary of investment capabilities upgrading

Levelfcase | oo Case#2 Case#3
company
Operational | Minor upgrading Minor upgrading Major upgrading
| mprovement of some Improved (e.g. advanced Developed (TQM system
operational aspects (e.g. technology chou_:e, Works_hop|mplementat|on)
. . lay out, capacity planning;Improved (e.g. advanced
project scheduling; . . .
modern equipment technologies and equipmept
plant/workshops lay out; procurement). choice; procurement
technology choices in respect engineering  of  advanced
of latest technologies, facilities machineries).
equipping; engineering
practices, equipment
procurement).
Advanced M oder ate upgrading Minor upgrading Minor upgrading
I mproved, broadened (e.g. Improved, broaden (e.g. Upgraded, broadened (e.g.
learning about advanced large-scale investment project planning of new facilities with
practices in overall project planning; implementation of | advanced technologies; holistic
management, procurement | plant expansion and and systematic planning of
engineering of production site; modernization). new production sites).
project preparation,
information technology,
sophisticated logistics
schemes).
Innovative | Developed Not developed Not developed
(e.g. world class project
management; ability to meet
the European standards and
requirement of engine
certification; large-scale
project logistics
implementation,
implementation of technology
choice for world class
production).
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Table 3 Cross-case summary of production capabilities upgrading

Level/ Case#l Case#2 Case#3
Soar?\%any Process Product | Process Product Process Product
Operati | Minor upgrading No Minor upgrading No Major upgrading Minor
onal Minor and upgrad | Minor and upgradin | Obtaining upgrading
intermittent ing intermittent g certification for Improvem
adaptations in the (Existe | adaptations in the | /Outside | routine process; entin
process, de- dprior | process, de- JV scope | minor and product
bottlenecking, JV) bottlenecking, intermittent quality and
‘capacity-stretching’; ‘capacity- adaptations in the specificati
strict system of stretching’; strict process, strict system ons.;
production control; system of of production control;| Replicatio
decrease in horms of production control; decrease in norms of| n of
product processing, decrease in norms product processing, | material
increased equipment of product increased recipes,
productivity); JIT processing; lean equipment specificati
production logistics manufacturing productivity). ons and
practices). designs.
Advanc | Major upgrading No Minor upgrading No Minor Upgrading Not
ed Continuous  processupgrad | Continuous processupgradin | Optimization of | developed
improvements; ing improvements; g production logistics
Routinised ‘capacity; (Existe | Routinised /Outside | systems; production
stretching’; dprior | ‘capacity- JV scope | control practices
production logisticy JV) stretching’; production
systems; holistic and production logistics automatization).
systematic planning systems; production
of new production automatization).
processes; labar
productivity;
automatization).
Innovat | Developed Develo | Not developed Not Not developed Not
ive (world class| ped develope developed
production site) (world d
class
original
product
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Table 4 Cross-case summary of linkages capabilities upgrading

Case#1 Case#2 Case#3
Operational No upgrading No upgrading No upgrading
Advanced Minor Upgrading Minor Upgrading Minor upgrading
Knowledge transfer to local Knowledge transfer to local Knowledge transfer to local
suppliers to increase suppliers to ensure the local suppliers to ensure the local
logistics efficiency; supply of the components of supply of the components of
Introduction of higher appropriate characteristics and | appropriate characteristics and
quality requirements for quality; new programs with quality; new programs with
local supply universities for supply of universities for supply of
graduates, in particular, of graduates, in particular, of
technical specialties. technical specialties.
Innovative Minor Upgrading Minor Upgrading Minor upgrading

Collaboration in
technological development
with foreign suppliers,
customers and partners.

Initiation of collaboration in

technological development with
foreign suppliers, customers and
R&D organizations.

Initiation of collaboration in
technological development witm
foreign suppliers, customers and
R&D organizations.
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