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Defining the ‘motive’ of international joint venture formation, an essential construct in IJV discourse

ABSTRACT: While there is a well-established tradition in international business and marketing to study the ‘motives’ of international joint ventures, no attempt has been made to systematically define and operationalise the term ‘motive’. The paper argues that studies of IJV motives suffer from an imperfect understanding of the key term ‘motive’. The lack of definition is a critical oversight and significant constraint in IJV research effort. This paper is an initial attempt to address this limitation. Based on the review of marketing literature, it defines ‘motives’  by using the resource based view of the firm. 
INTRODUCTION: The study of motives of international joint ventures in international business and marketing literature is consistent and substantial (Hyder, 1999; Tatoglu, 2000; Banai et al 1999; Fahy et al 1998; Tatoglu and Glaister 1998; Wong 1998). Motives of IJV formation have been assessed in different country contexts (for example UK, Sweden, Turkey, Hungary, Hong Kong, Russia etc). The examination of IJV literature however suggests that IJV studies suffer from an imperfect understanding of the term ‘motive’. None of the studies examined in this paper has made any attempt to define the term ‘motive’. It appears that researchers and authors in prior studies have assumed that ‘motive’ is a well-understood term by the academic audience including researchers, readers and respondents. The available evidence of multiple interpretations in different studies however indicated subjective and fractured understanding of this key concept. 

The lack of definition of motive is a critical oversight in IJV research effort. It has contributed to the possibility of multiple interpretations. It is argued that the absence of a consistent interpretation and definition of the term motive has been a key contributory factor to the slow progress of research on IJV motives. A lack of universally accepted definition has led to interpretation inconsistencies in different IJV studies. While the precise understanding of ‘motive’ as a fundamental concept is essential in any investigation of IJV motives, it has received little or no attention in earlier literature. It is argued that the comprehensive definition of ‘motive’ is central to bringing about a balanced understanding to this area of research. 

EXISTING INTERPRETATIONS: The dominant interpretation of motive in most studies borders the notion of ‘reasons’ of choosing IJV governance structure. The seminal work of Tomlinson (1970, 192) sets the tradition of interpreting motives as reasons for example ‘favorable past association’ was reported as the single most important reason followed by ‘facilities’, ‘resources’, and ‘partner status’.  In other studies, motive is also interpreted in slightly different but related manner. Interpretation of Hyder and Ghauri (1989) and Hyder (1999) suggest the notion of benefits rather than the dominant interpretation of ‘reason’ implied by the term motive. Subsequent studies however by Glaister (1996), Fahy et al (1998), Wong (1998), Tatoglu (2000) seem to continue with the interpretation of Tomlinson although without any explicit acknowledgement. The problem of multiple interpretations is further exacerbated by inconsistent and often vaguely stated theoretical approaches of IJV studies. The following section sets out to define the concept of ‘motive’ from a resource-based perspective.  

It is pertinent to note that in addition to IJV studies, the concept of motive is used extensively in consumer behaviour literature. It is an important dimension of assessing and predicting the behaviour of consumers in a wide range of decision-making scenarios. A review of consumer behaviour textbooks indicates that apart from Hawkin et al, most authors have not provided any definition of ‘motive’. The assumption that ‘motive’ is a well understood term seems more universal than earlier argued. A ‘motive’ according to Hawkins et al. (1994, 249) in the context of consumer behaviour, is an unobservable construct representing the inner force that stimulates and compels a behavioural response and provides specific direction to that response. While Hawkin’s definition is a useful initial step in proposing a definition of motive in the IJV context, its reference point is quite specific. The definition refers to motive as an internal drive that relates more closely to individuals rather than institutions. The attempt to transpose this definition to IJV studies is contingent upon the premise that the internal drives of individuals are similar to that of the institutions. The relevance of any definition to assess motives of IJV formation in institutional context therefore is subject to assumed similarity between the individual and institutional drives and the fact that  institutional actions are essentially individual actions. 

RESOURCE BASED VIEW: For this paper, the definition of IJV ‘motive’ is grounded in the theoretical structure of the RBV. According to this view, a firm is characterized by the broad set of resources that it either owns or has access to. It is assumed that the rationale for alliances such as an IJV is driven by the value-creating potential of firm resources that may be pooled together. Unlike the explanations provided by other perspectives, particularly the economic and strategic perspectives that rely significantly on the analysis of the competitive environment, the resource-based view focuses on the analysis of various resources possessed by the firm. Because many resources are firm specific and not perfectly mobile or imitable, every firm becomes unique and heterogeneous in terms of its resource base (Barney, 1991, 102). Firm resources heterogeneity thus becomes a possible source of sustained competitive advantage, which leads to economic rents, or above-normal returns (Das and Teng, 2000).

The resource perspective argues that each partner brings valuable resources to strategic alliances such as the IJV. To operate successfully in business, there is often a requirement for multiple resources for competitive advantage. Physical assets alone rarely help a firm build sustainable competitive advantage (Reed and DeFillippi1990). The competitive advantage of a firm is built upon their unique and difficult-to-transfer resources combinations. IJVs are allegedly formed to achieve superior resource combinations that single firms cannot achieve on their own (Das and Teng, 2000). 

PROPOSED DEFINITION: It is widely accepted that an IJV governance structure enables firms to overcome their resource inadequacies in order to gain competitive advantage. The resource-based reasons of choosing an IJV structure are influenced by the desire of a firm to achieve the following outcomes individually or collectively:

· Seek new resources that it does not own,

· Seek more resources that it already owns, and

· Improve the utilisation of its existing resources.

The interpretation of Hawkin’s definition from a resource based perspective in IJV context implies that a ‘motive’ should be viewed as ‘resource seeking drive’ of IJV parent firms. This is a significant departure from the dominant notion of motive implied in prior studies that have often interpreted motive as generic ‘reasons’ or benefits. In proposing a definition of motive, ‘resource seeking’ is viewed as a critical drive in the choice of an IJV governance structure as many firm specific resources are not  perfectly mobile and therefore restricted in the firm’s capacity to maximize its competitive advantage. Given the fact that each firm has a unique set of multiple resource requirements, IJV parent firms particularly seek the inimitable and imperfectly mobile resources of other firms. Resource seeking is thus considered as the dominant drive of opting for the IJV governance structure.

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

A motive of IJV choice is therefore conceptualised as, “The organisational drive to access and utilise the resources of its partners and IJV environment to target specific opportunities in international markets. It compels a firm to achieve the most valuable resource portfolio for an IJV to target specific market opportunities”.
It is important that the proposed resource-based definition of IJV motive should be considered in conjunction with the following features:

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

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

· The choice of a governance structure such as the IJV is an outcome not a motive. It is what Hawkins termed as a ‘behavioural response’.

· The above definition may be applied to all types of parent firms: domestic and international and it is specific to IJV governance structure only. Its relevance may be limited to other forms of governance structures as resource seeking may not be the dominant drive of those governance structures.

Although the use of the term ‘motive’ is not new to international business and marketing literature, the proposed definition and explanation presents a new approach to conceptualising the motives of choosing a governance structure. The key thrust of this definition is on ‘resource seeking’ rather than the notion of ‘resource contribution’ implied by Kale and Anand (2001). Although the proposed definition is intended to be parsimonious and adequate in capturing the multidimensional complexities of resource seeking intentions of firms that intend to operate in either global or domestic environments, it is likely to evoke much needed scrutiny and debate. As a consequence it may require further refinements in future to maintain its relevance to IJV discourse. However the proposed definition makes an initial attempt to contribute in bridging the gap that has existed in our understanding the issues of IJV motives due to assumed understanding of this key construct. 

REFERENCES:

Banai, M., Chanin, M., and Teng, B. (1999). Russian Managers’ Perception of Prospective Russian-US Joint Ventures, International Business Review. 8, 17-37.

Barney, J. (1991). Firm Resources and Sustained Competitive Advantage. Journal of Management. 17,  99-120.

Barney, Jay, Wright, Mike and Ketchen Jr., David J. (2001). The resource-based view of the firm: Ten years after 1991. Journal of Management.,  27 (6), 625-42.
Beamish, P. W. (1985). The Characteristics of Joint Ventures in Developed and Developing Countries. Columbia Journal of World Business, Fall, 13-19.

Das, T. K., and Teng, B. (2000). A Resource-Based Theory of Strategic Alliances. Journal of Management, 26 (1), 31-61.

Fahy, J., Shipley, D., Eagen, C. and Neale, B. (1998). Motives and Experiences of International Joint Venture Partners in Hungary. Journal of Business and Industrial Marketing, 13 (2), 155-65.

Glaister, K. W. (1996). UK-Western European Strategic Alliances: Motives and Selection Criteria. Journal of Euromarketing, 5(4), 5-35.

Hawkins, D., Neal, C. Quester, P. and Best, R. (1994). Consumer Behaviour: Implications for Marketing Strategy, Irwin: Sydney, First Australasia Edition.
Hyder, A. S. and Ghauri, P.N. (1989). Joint Venture Relationship Between Swedish Firms and Developing Countries: A Longitudinal Study. Journal of Global Marketing, 2(4), 25-47.

Hyder, Syed A. (1999). Differences Between Developed and Developing Country Joint Ventures- A Reality or a Myth?, International Business Review, 8, 441-461.

Reed, R., and DeFillippi, R. J. (1990). Causal Ambiguity, Barriers to Imitation, and Sustainable Competitive Advantage. Academy of Management Review, 15, 88-102.
Tatoglu, E. and Glaister, K. B. (1998). An Analysis of Motives of Western FDI in Turkey. International Business Review, 7, 203-230.

Tatoglu, E. (2000). Western Joint Ventures in Turkey: Strategic Motives and Partner Selection Criteria. European Business Review, 12 (3), 137-47.

Tomlinson, James W. C. (1970). The Joint Venture Process in International Business: India and Pakistan. Cambridge, Mass.: MIT Press.

Wong, M. M. L. (1998). Motives of Hong Kong-Japanese International Joint Ventures in Retailing. International Journal of Retail & Distribution Management, 26 (1), 4-12.  

PAGE  
1
October 18-19th, 2008

Florence, Italy


