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Researchers have begun to view international cooperative ventures as complex, multiparty
organizations in which foreign and local firms and the venture itself all have distinctive roles.
This approach has important implications for the venture strategies of foreign firms in emerging
economies. This study explores relationships between the resource contributions of parent firms
and U.S. managers’ assessment of venture performance in a sample of established U.S.—Mexican
ventures. The research suggests that mature cooperative ventures are expected to achieve
autonomy from parent firms in key areas at the same time that certain forms of strategic
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Research on international cooperative strategies
has evolved rapidly since the Second World War.
Early postwar studies focused on the multinational
corporation, treating cooperative strategies as the
outcome of investment restrictions and host coun-
try partners as generic representatives of local mar-
kets. Macroeconomic theories provided the basis
for many of these studies, and research typically
emphasized patterns of corporate expansion from
home markets (Caves, 1971; Hymer, 1960; Kindle-
berger, 1969; Vernon, 1971).

A view of cooperative strategies as partner-
ships in which both foreign and host country firms
play significant roles emerged in the 1980s. As
studies of international ventures began to give
the host country partner an independent identity,
organizational and strategic theories also took on
greater importance. Topics such as partial inter-
nalization, joint venturing, strategic motives for
alliance formation, and partner selection became
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central research concerns (Contractor and Lorange,
1988; Geringer, 1988).

In the last decade there has been growing recog-
nition that cooperative strategies can be viewed as
more than just partnerships between a host country
organization and a foreign firm. A view has begun
to emerge of international cooperative ventures
as three-party organizations in which foreign and
local firms—and the venture itself—all are seen as
having distinctive, interdependent roles (Lorange,
1996). Although a good deal of empirical work has
been done on cooperative strategies (Beamish and
Killing, 1997a, 1997b, 1997¢), this three-party per-
spective has not been used to examine strategies
for emerging economies. Many fundamental ques-
tions about the ways that interrelationships among
participants may influence the success of interna-
tional cooperative strategies remain to be explored.

This study uses the concept that cooperative
ventures can be treated as three-party arrange-
ments to analyze cooperative strategies of U.S.
firms in Mexico. The study examines the roles
that managers in U.S. firms see for their own
firms, their Mexican partners, and their coopera-
tive ventures, and it analyzes the impact of those
interrelationships on strategic performance. The
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research indicates that U.S. managers find impor-
tant ongoing roles for both their own firms and
their local partners in cooperative ventures, but
that certain types of independence for ventures also
may be vital to success.

The study makes three basic contributions to
the research on international cooperative strate-
gies. It extends the three-party approach to emerg-
ing economy ventures—by developing new theory
and by examining empirical data on the coop-
erative strategies of U.S. firms in Mexico. The
research also expands the scope of theories orig-
inally developed for analysis of the organization
of multinational corporations and indicates how
those approaches may shed light on a very different
topic: the performance of international cooperative
ventures. Finally, the study advances understand-
ing of how the success of international cooperative
strategies may be influenced by relations between
ventures and parent firms, particularly dependence
on parent firms for different types of resources.
Although practicing managers might be familiar
with the idea that a degree of independence from
parent firms can be important to ICV success, this
concept is not well established in the literature of
cooperative strategy.

The cooperative strategies examined in this
study involved established business ventures with
some longevity. ICVs of this type were chosen
because cooperative strategies evolve over time
and ventures may not achieve patterns of operation
that support long-term performance until they have
been through earlier stages of development. Crite-
ria for judging performance also can be expected
to differ between established ventures and cooper-
ative strategies that are still in formative stages.

The paper is organized into two major sections.
The first part of the paper examines the roles of the
three parties in cooperative strategies—the foreign
partner, the local partner, and the venture—and
outlines a set of general premises about the links
between resource contributions by participant firms
and strategic performance. These ideas provide the
basis for a structural model of the relationships
between resource contributions and strategic per-
formance. The second part of the paper presents
an empirical investigation of this structural model
using data on the international cooperative strate-
gies of U.S. firms in Mexico. Latent variable par-
tial least squares (PLS) techniques are used to
derive estimates of relationships between resource
contributions of partner firms and the evaluation
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of cooperative venture strategic performance by
U.S. managers. The paper concludes by discussing
some of the implications of this work for research
on international strategy and the management of
international cooperative ventures.

COOPERATIVE STRATEGIES: A
THREE-PARTY APPROACH

This study draws upon the OLI perspective asso-
ciated with Dunning (1988), Teece (1981, 1986),
and others. However, certain key assumptions of
the OLI approach are altered for research on ICV
performance. The OLI approach was developed to
explain the economic conditions that favor one
specific form of organization—the multinational
corporation—under the assumption that observed
forms of organization are efficient. This study is
not concerned with the occurrence or likelihood of
a specific form of organization or governance, and
it does not assume economic efficiency.

Rather than assuming full internationalization
and economic efficiency, we are interested in fac-
tors that may affect the relative performance of
a variety of ICVs. Because the research deals
with strategic performance rather than form of
organization or governance of ventures it iS nec-
essary to adopt a broad definition of interna-
tional cooperative venture (Contractor and Lor-
ange, 1988). Prior research has indicated that
both shared-equity and nonshared-equity coop-
erative ventures may operate with considerable
autonomy and face similar challenges (Hagedoorn,
1990; Johnson et al., 1997; Osborn and Hage-
doorn, 1997; Sarkan, Cavusgil and Evirgen, 1997;
Yan and Gray, 1994). This study emphasizes issues
that may affect performance in a variety of differ-
ent cooperative ventures, and shared-equity joint
ventures are not distinguished from other types
of cooperative ventures for those purposes (Florin,
1997; Mjoen and Tallman, 1997).

An OLI perspective on resource dependence

The OLI perspective has argued that interna-
tional business enterprises require a combination of
strategic resources provided by foreign firms and
locally based resources in order to achieve com-
petitive advantage (Dunning, 1988; Teece, 1986).
The OLI work focuses on multinational corpo-
rations and emphasized the conditions that make
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wholly integrated enterprise efficient. However,
more recent research has begun to apply these
concepts to a broader spectrum of organizations,
arguing that the creation of a complementary com-
bination of resources or capabilities from part-
ner firms is one of the most important objec-
tives of international cooperative strategy (Con-
tractor and Lorange, 1988; Chi, 1994; Tallman,
Fladmoe-Lindquist, and Robins, 1997; Madhok
and Tallman, 1998). As emerging economies open
to global competition, firms must deal with a wide
range of international competitors at the same time
that they face increased pressure for efficiency in
local operations (Teece, 1983). The dual impera-
tives of global and host country markets demand
two different types of resources: strategic resources
that support international competitive advantage
and complementary resources that promote success
in the local market (Tallman et al., 1997).

Implementation of cooperative strategies also
requires a variety of resources that may not be effi-
ciently acquired from either foreign or host coun-
try partners. Two different types of resources may
have this characteristic: basic inputs such as raw
materials that can be directly sourced in compet-
itive markets, and less tangible resources such as
operating routines that are most effectively devel-
oped by personnel who are directly involved in the
cooperative ventures. These two types of resources
share the common feature that it is not efficient
for an ICV to acquire them through transfer from
either the foreign or local partner. For the purpose
of this paper, this third category of resources will
be termed ‘operating resources.’

These three general types of resources—stra-
tegic, local, and operating—differ both in the func-
tions they can perform in a cooperative strategy
and in the degree to which they are traded in
competitive markets (Barney, 1986a). These differ-
ences in functions and markets for different types
of resources help to define the roles that partic-
ipant organizations can be expected to play in
international cooperative strategies. Table 1 pro-
vides a brief summary of key characteristics of
the resources discussed below.

Role of the foreign partner: strategic resources

As noted above, the OLI approach to multinational
enterprise suggests that the successful entry of a
firm into international markets is driven by posses-
sion of firm-specific strategic assets. The foreign

Copyright © 2002 John Wiley & Sons, Ltd.

partner plays a critical part in contributing strategic
resources that can help an ICV succeed in the face
of global competition. As companies in emerging
economies have gained greater access to interna-
tional sources of capital, goods, and services, ear-
lier roles of foreign partners as conduits between
world markets and local ventures have diminished
in importance. In order to have an impact on ven-
ture performance, multinational firms must now
bring resources to ICVs that cannot be readily
obtained through the market (Beamish et al., 2000;
Chi, 1994; Teece, 1981). The resource-based view
of the firm offers insight into the types of resources
that may perform this role.

A resource-based view of foreign partner
contributions

The resource-based view of the firm argues that
strategic resources have certain distinctive market
characteristics. Resources that are scarce, valuable,
and difficult to imitate or substitute are critical to
strategic advantage (Barney, 1991; Connor, 1991;
Winter, 1987). These strategic assets may be tan-
gible resources such as patents, licenses or brand
names, or less tangible capabilities such as general
management skills (Barney, 1986b; Mahoney and
Pandian, 1992; Winter, 1987).

Contributing strategic resources to an ICV can
be important to the foreign partner for two reasons:
leveraging resources to new markets represents one
of the key reasons for a foreign firm to pursue
any type of international strategy, and strategic
resources provide a means by which the foreign
partner can make a distinctive contribution to the
competitive advantage of a cooperative venture.
Just as an ICV must achieve competitive advan-
tage over potential rivals, the foreign firm must
offer advantages over alternative partners and non-
ICV strategies in order to be an attractive partner
(Hennart, 1988; Kogut, 1988).

The stock of resources developed by a multi-
national firm in prior domestic and international
operations is a major factor that drives entry into
new markets (Dierickx and Cool, 1989; Fladmoe-
Lindquist and Tallman, 1994). These strategic
resources also can provide competitive advantage
in emerging economies. For example, Wal-Mart
has developed world-class capabilities in organiz-
ing and managing mass retailing operations in the
United States, including supply chain management,
logistics, inventory management, and information

Strat. Mgmt. J., 23: 881-901 (2002)
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systems. These strategic resources have provided
a basis for the firm to expand operations into Latin
America and Asia through a number of coop-
erative ventures. Wal-Mart profits by increasing
the scope of utilization of their strategic assets,
and their cooperative ventures gain competitive
advantage over rivals that do not have access to
management skills comparable to those provided
by Wal-Mart. Examples of similar strategies are
widespread, including the cooperative strategies
of Loctite in many emerging economies, Star-
bucks’ cooperative ventures with Jardine in Asia,
or Volkswagenwerk’s cooperative strategies for
supplier development in Brazil or China.

The logic for geographic diversification through
cooperative strategy is similar to the logic for prod-
uct market diversification. Just as product diversifi-
cation allows firms to achieve scope economies by
sharing the services of strategic assets across new
products (Penrose, 1959; Teece, 1981; Williamson,
1985), geographic diversification offers a means to
achieve greater scope in the utilization of strate-
gic assets across new markets (Kogut, 1988). This
leads to a basic premise: Managers in foreign part-
ner firms can be expected to see contributions of
strategic resources by their firms as having a pos-
itive effect on ICV performance.

Role of the host country partner:
complementary location-specific resources

International ventures are commonly formed
by firms in response to a need for location-
specific skills or resources for operation in an
overseas market (Dunning, 1988: Teece, 1983).
Local (location-specific) resources may include
distribution channels, local brands, political
influence, human resource management skills, or
any other capabilities that are idiosyncratic to a
specific locality. When local resources of this type
are controlled by a host country firm—and not
obtained equally readily through the market—a
cooperative venture may offer an effective means
for a foreign partner to expand into a new area
(Kogut and Zander, 1993).

The capacity of a host country organization to
supply local resources to a venture is one of the
basic reasons for the existence of any form of inter-
national strategy (Dunning, 1988). Without con-
tributions of local resources by the host country
entity, a strategy of this type cannot be expected to

Copyright © 2002 John Wiley & Sons, Ltd.
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offer advantages over trade (Hennart, 1982). Tradi-
tional Ricardian notions of comparative advantage
may help to explain why a foreign firm pursues
a position in the host country, but it is the abil-
ity of the local partner to supply complementary
resources for the exploitation of those compara-
tive advantages that makes a cooperative strategy
attractive (Tallman et al., 1997).

Local resources of this type may not be freely
available in emerging markets for a number of
reasons. One of the defining features of an ‘emerg-
ing’ economy is the limited historical development
of local industry. The development that has taken
place in many of the emerging economies of Latin
America and Asia has been dominated by a limited
set of large industrial or commercial groups such
as the Garza-Sada interests in northern Mexico or
Lucio Tan’s family of companies in the Philip-
pines. A foreign firm that is seeking a capable local
partner often will have a narrow range of choices
in that type of economy.

Wal-Mart’s entry into Mexico again provides a
good example. Few Mexican retail organizations
could have offered Wal-Mart the local resources in
distribution, locations, and name recognition that
CIFRA possessed. If Wal-Mart had chosen not to
deal with one of a few established large Mexican
retail organizations, their entry into Mexico would
have been deeply problematic. The pure market-
based alternative of building a comparable orga-
nization from inputs not controlled by these large
Mexican companies might not have been feasible,
and it undoubtedly would have been very costly
and time-consuming.

As their cooperative strategies develop and
mature, foreign firms actually may face more
severe ‘failure’ of markets for local resources.
Foreign and host country partners may develop
working relationships that are specialized to the
cooperative strategy. These transaction-specific
investments increase the reliance of the foreign
firm on the local partner and cement the local
partner’s position as a source of local resources
(Kogut and Zander, 1993; Teece, 1981).

The key role that the host country partner in a
cooperative strategy can play in providing comple-
mentary resources suggests another basic premise:
Managers in foreign partner firms can be expected
to see contributions of local resources by host coun-
try partners as having a positive effect on ICV
performance.

Strat. Mgmt. J., 23: 881-901 (2002)

Reproduced with permission of the copyright:-owner. Further reproduction prohibited without permissionyyanny.manaraa.com
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Role of the venture: efficient resource
acquisition

Complementary contributions of local and strategic
resources may be vital to alliance success, but they
are not the only types of resource transfers from
parent firms that may affect strategic performance.
Certain forms of dependence on parent firms may
be costly for ICVs, either because market sourcing
of resources would be cheaper or because the
resources involved can be developed internally
with greater efficiency than they can be transferred
to the ICV from parent organizations. Dependence
upon parent firms for either of these types of
resources may represent an inefficient solution to
the ICV’s needs and reduce overall performance.
For the purposes of this paper, resources that are
not efficiently acquired from either partner firm are
termed ‘operating resources.’

Transaction-cost considerations

Uncomplicated transactions involving tangible
goods with little uncertainty about price or
quality may be most efficiently carried out
through market exchange (Williamson, 1985).
Commodity-like goods such as raw materials
often fall into this first, low transaction-cost
category. Resources of this type can be acquired
through market sources, and partner firms may
expect cooperative ventures to develop their own
sourcing relationships. Continued reliance upon
a foreign partner for supplies of resources such
as raw materials entails unnecessary costs and
can compromise the performance of otherwise
established ICVs. Certain international fast food
operations in Mexico, for example, experienced
difficulty for a number of years in developing
local sources of supply that met reliability and
quality standards set by U.S. partner organizations.
Resulting dependence upon imports from U.S.
partner firms damaged strategic performance both
by inflating costs and by further inhibiting the
development of more efficient sources of supply
for the ventures.

At the other end of the transaction-cost spec-
trum, it may be very costly or inefficient to attempt
to acquire certain types of intangible resources by
either market sourcing or interorganizational trans-
fer. Reliance upon U.S. partner firms for operat-
ing routines or procedures may pose this type of
problem for ventures. Routines and operating pro-
cedures commonly have important idiosyncratic or

Copyright © 2002 John Wiley & Sons, Ltd.
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context-specific features that are imperfectly trans-
ferable, and the implementation of effective oper-
ating procedures can involve path-dependent learn-
ing that produces different results in different orga-
nizations (Kogut and Zander, 1993; Nelson and
Winter, 1982; Polanyi, 1975). The effort to trans-
fer operating procedures from foreign firms may
require costly ongoing involvement of expatriate
personnel in operational aspects of the venture and
still be relatively ineffective (Teece, 1981).

Operating problems described by a U.S. man-
ager of an ICV manufacturing company in Mexico
provide a good illustration of the costs that can
accompany this type of dependency. The addition
of new machinery or upgrade of existing produc-
tion equipment in the venture typically required
extensive involvement of U.S. personnel to assist
with basic features of process redesign such as
layout of production areas and sequencing work
flow. The venture had not developed the capacity
to create new operating procedures in response to
relatively modest technical changes in production.
Managers in the U.S. partner company viewed this
as a serious deficiency, and the regular shuttle of
personnel across the border significantly increased
costs.!

For the purpose of this analysis, both of these
types of resources can be combined under the
single rubric of operating resources. Dependence
upon the foreign parent for either type of operat-
ing resources can be expected to have a negative
impact on performance. In the case of tangible
operating resources such as materials, the negative
effect is a result of costly sourcing. In the case
of less tangible operating resources such as rou-
tines, the negative effect is a consequence of the
imperfect transferability of the resources between
firms. Both cases lead to a common expectation:
Managers in foreign partner firms can be expected
to see dependence upon their firms for operating
resources as having a negative effect on ICV per-
formance.

The three premises outlined above suggest a
straightforward view of resource dependence rela-
tionships and performance for international coop-
erative strategies in emerging economies. Success-
ful ICVs rely on foreign parent firms for cer-
tain strategic resources; they rely on host country
parents for locality-specific resources; and they

! Personal communication from a manager who requested
anonymity.

Strat. Mgmt. J., 23: 881-901 (2002)
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Table 1. Resource typology

J. A. Robins, S. Tallman and K. Fladmoe-Lindquist

Type of resource

Strategic Local Operating Operating
(tangible) (intangible)
Importance to Strategic Effective local Cost-competitive Efficient
Icv advantage operations inputs operations
Efficient source Foreign Host-country Market Internal
partner partner procurement development
Market Scarce, Semi-scarce: Competitive Organization-
characteristics controlled limited market, market specific
by foreign co-specialization
parent
Examples Patents mgt. Local distribution Raw materials Operating
capabilities channels routines

achieve independence in a variety of resources
that can best be sourced through the market or
developed internally (see Table 1). The failure to
develop and sustain these relationships can be
expected to compromise performance.

Effect of strategic resources on operating
resources

Contributions of strategic resources from the for-
eign partner also may aid the development of oper-
ating resources by an ICV and thus reduce the
venture’s reliance on partner firms for operating
resources. Strategic resources include capabilities
such as general management skills that may raise
the level of professionalism in the venture and
help it to achieve a degree of organizational devel-
opment that reduces dependence on the foreign
partner for resources such as operating routines
and expatriate support. Ongoing difficulties expe-
rienced by ventures in developing local sources
of operating resources such as raw materials also
may signal weaknesses in management that can
be relieved by parent firm assistance in manage-
ment development. This leads to the expectation
that: Contributions of strategic resources by foreign
partners will have a negative effect on contribu-
tions of operating resources.

Evaluation of performance

Although resource contributions of the types des-
cribed above may all affect the success of a coop-
erative strategy, their impact on performance may

Copyright © 2002 John Wiley & Sons, Ltd.

be achieved in different ways. It has been com-
mon to treat venture performance as a unitary
construct (Geringer and Hebert, 1989). However,
the use of a single construct may suppress impor-
tant information about the mechanisms by which
performance at operational levels influences strate-
gic outcomes. Strategic measures of performance
such as growth, sales, or profitability are, in part,
outcomes of performance in areas of operations
such as human resource management or quality
control. Certain types of resource contributions
may be linked to strategic performance primar-
ily through their effects on these operational areas,
while others may have a direct impact on strategic
performance. In the former case, operational-level
measures of performance effectively function as
intervening variables between resource contribu-
tions of partner firms and evaluation of strategic
performance.

Human resource development and quality con-
trol are probably the two most important areas of
operating performance that have the potential to
play this intervening role between inputs to a ven-
ture and strategic outcomes. They are among the
concerns most widely cited by managers of emerg-
ing economy ventures, and they may be the best
researched areas of ICV operations (e.g., Flynn,
1994; Napier and Vu, 1998; Zeffane and Rugim-
bana, 1995). However, the selection of HR and
quality performance as constructs for this analysis
is not meant to imply that they are the only fac-
tors that might play this role for ICVs. HR and
quality performance stand out among constructs
of this type, and parsimony in modeling argues for

Strat. Mgmt. J., 23: 881-901 (2002)
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the selection of a limited set of strong concepts
(Johansson and Yip, 1994; Wunsch, 1988).?

Contributions of strategic resources by the for-
eign partner would be expected to have posi-
tive effects on both HR performance and qual-
ity performance. Contributions of local resources
by the host-country partner would be expected to
have positive effects on HR and quality perfor-
mance. On the other hand, contributions of oper-
ating resources by the foreign partner would be
expected to have negative effects on both HR and
quality performance.

2 The integration of emerging economies into the global system
creates pressures for better HR and quality performance in sev-
eral ways. Technological development has been rapidly reducing
advantages associated with cheap unskilled labor in many indus-
tries (Sargent and Matthews, 1997). This results in escalating
capital intensity and growing demand for more skilled person-
nel and better HR development in emerging economy industries
(Minehan, 1996). Reduced trade barriers also mean that the out-
put of ICVs must meet world quality standards in order to be
viable (Fleury, 1995). Products face a wide range of competitors
in export and domestic markets, and quality standards must be
considerably higher than levels that may have been acceptable
for domestic production under protectionist regimes. Failures
in many noncompetitive small and middle-sized companies in
emerging economies have already been precipitated by the open-
ing of domestic markets to international competition, and the
trend can be expected to continue with further global economic
integration.

US Parent
Contributions of
Strategic Resources

US Parent
Contributions of

Performance

These relationships suggest a variety of direct
and indirect effects of resource contributions on
strategic performance. Many of these effects are
interdependent, and they can best be understood
as a system of relationships represented in a struc-
tural model. Figure 1 outlines a structural model
that includes these multiple dimensions of perfor-
mance, relationships among the different forms of
performance, and potential links between resource
contributions and strategic performance.

EMPIRICAL ANALYSIS OF RESOURCE
CONTRIBUTIONS AND STRATEGIC
PERFORMANCE

Data

The relationships in Figure 1 were examined using
data collected in a survey of U.S. firms with
ICVs in Mexico. Information from the Ameri-
can Chamber of Commerce in Mexico (AmCham)
provided a basis for identifying a sample of
500 U.S. firms that potentially had active ven-
tures in Mexico. Detailed questionnaires were sent
to managers in these firms identified as hav-
ing ICV responsibilities, and 95 responses were
received. Seventy-two of the respondents sup-
plied data on current ICVs. This response rate

Quality

Strategic

Operating
Resources

Mexican Parent
Contributions of
Local Resources

+

Figure 1.
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is within expectations for mailed surveys of this
type (Hill, Hwang, and Kim, 1990), and it may
significantly underestimate the true proportion of
the firms with active ICVs that responded to this
survey.’

Items dealt with resource contributions of U.S.
firms and their Mexican partners to ICVs, the per-
formance of cooperative strategies, the objective
of U.S. firms, and a variety of descriptive data on
the U.S. parent firms of respondents. Apart from
the descriptive company data, the majority of items
were collected using Likert-scaled items described
below. A general profile of the sample and descrip-
tion of survey items is included in the Appendix.

Measures
Resource contributions

Data on the resource contributions made to ICVs
by parent firms were derived from a set of items
in which respondents scored the importance of
contributions of each of several resources using
Likert scales. These items ranged from very tan-
gible resources such as raw materials or patents to
much less tangible ones such as procedures and
routines. The items used in the survey were based
on Schaan and Beamish (1988). Separate ratings
were carried out for contributions by the U.S. par-
ent firm and the Mexican parent. The Appendix
includes details of survey items.

3 Although the crude response rate of 19 percent is within expec-
tations for mailed surveys (Hill e al., 1990), it may signifi-
cantly underestimate the proportion of the firms with active ICVs
that responded to this survey. The information supplied by the
AmCham that was used to define the sampling frame appears to
have overstated the number of U.S. firms that have active ICVs
in Mexico. Examination of historical AmCham data and discus-
sions with managers suggest that firms without active ventures
may have constituted a significant fraction of the sample and an
even larger proportion of the nonrespondents. However, more
precise estimation of the number of non-ICV firms inappropri-
ately included in the sample was impossible without breach of
respondent anonymity. Survey responses were required to be
anonymous, and therefore it was not possible to differentiate
firms that failed to respond because they did not have active
ICVs in Mexico from nonrespondents with active ICVs. An ini-
tial screening question asked all respondents to return the survey
and indicate whether they had active ICVs in Mexico, but there is
reason to believe that firms without active ICVs may have been
biased toward nonresponse. The actual response rate—relative
to the subgroup of firms in the sample with active ICVs—is
likely to have been substantially higher than the apparent rate
based on the AmCham sampling frame.

Copyright © 2002 John Wiley & Sons, Ltd.

Venture performance

Respondents rated the performance of ventures on
a number of different dimensions, including over-
all strategic performance, growth, sales, manage-
ment development, labor productivity, quality of
goods and services, and several other key strategic
and operating areas. These items were based on
work by Stopford and Wells (1972) and Geringer
(1988). Following Geringer (1988), ratings of per-
formance also used 5-point Likert scales (see the
Appendix).

These survey measures of venture performance
were adopted for a number of reasons. More
‘objective’ measures of firm performance are gen-
erally based on publicly reported data on account-
ing performance or securities market data. Inter-
national cooperative strategies typically do not
involve publicly traded entities, and accounting
may not be entirely disaggregated from part-
ner firms. These considerations have led prior
researchers to use self-report approaches of this
type, and validated measures were therefore avail-
able for this study (Geringer, 1988).

Validity of measurement

Like the great majority of survey research, this
study uses data collected from single respondents.
This type of data inevitably raises questions about
artificial response consistencies due to ‘context
effect’ (Harrison, Mclaughlin, and Coalter, 1996).
Several aspects of the study were intended to
reduce context effects such as common-method
variance. Instrument design followed guidelines
suggested by Harrison ef al. (1996), and multiple-
item constructs were used in the data analysis.
Context effects tend to be domain-specific and
survey data on business performance generally
show high validity (Venkatraman and Ramanujam,
1987). Post hoc analysis was carried out using
Harmon’s single-factor test (Podsakoff and Organ,
1986), and it showed no evidence of artificial
response biases.*

*Single respondent self-report data of the type employed here
are very common in organizational research, and a majority of
all social research involves self-report surveys (Harrison et al.,
1996). The fact that multimethod validation of responses cannot
be carried out with data of this type has been a source of growing
concern to psychometricians (e.g., Podsakoff and Organ, 1986).
However, the importance of self-report surveys as a tool of
social research also continues to grow, and self-report measures
have been described as ‘virtually indispensable in many research
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Methods

Specification of the structural model described
above involved several steps, including identifica-
tion of potential indicators for unobservable con-
structs, refinement of construct definitions, and
specification of relationships among constructs.
Potential indicators for each of the constructs in
the model were initially identified on theoretical
grounds. Indicators then were examined for reli-
ability, convergent and discriminant validity, and
construct definitions were refined as appropriate.
A data reduction process that has become com-
mon in PLS modeling was used to refine the model
(Falk and Miller, 1992; Fornell, 1982; Johansson

contexts’ (Avolio, Yammarino, and Bass, 1991:571). Few serious
critics argue for abandonment of survey research (Harrison et al.,
1996); instead, researchers have emphasized means of analyzing
and improving validity of research based on single respondent,
self-report data (Avolio et al., 1991; Harrison et al., 1996).

A variety of tactics were used to reduce context effects. The
survey instrument was structured with noncontiguous scales;
independent and dependent measures did not have overtly similar
content; and the ‘auxiliary’ theories connecting measures to
constructs are not likely to be related to primary theories of
relationships among constructs (Blalock, 1985). Items used in the
dependent measures also were not novel in content or narrowly
defined. Narrow or novel items tend to be more problematic
because respondents may be biased by previous scale responses
in situations where there are fewer related inputs in long-term
memory that can assist in formation of responses (Harrison et al.,
1996).

Multiple-item constructs were used in the data analysis.
Response biases have been shown to be more problematic at the
item level than the construct level (Avolio et al., 1991; Harrison,
et al., 1996; Podsakoff and Organ, 1986). This is an area where
structural modeling approaches such as PLS and Lisrel are useful
in avoiding problems that might be associated with item-level
analysis.

Context effects also tend to be domain specific (Avolio et al.,
1991; Podsakoff and Organ, 1986), and there is reason to believe
that survey data on business performance have a relatively high
level of validity. In a quasi-experimental design, Venkatraman
and Ramanujan (1987) found that multimethod/multitrait and
confirmatory factor analysis indicated good predictive validity
for subjective measures of performance and good convergence
between measures based on secondary data and survey measures.
Dess and Robinson (1984) also have found support for the
validity of self-report measures of business performance, and
Geringer and Hebert (1989) found convergent validity between
the type of measures that were employed in this study and
secondary data. Self-report measures of performance have been
used in a number of other recent studies of international strategy
including Johansson and Yip (1994) and Morrison and Roth
(1992).

A post hoc analysis of potential context effects in these
data was carried out using techniques outlined by Podsakoff
and Organ (1986). The results of this analysis also suggest
that artificial response biases may not be significant. Data were
examined using Harmon’s principal components approach, and
indicators of independent and dependent constructs did not load
on common factors.

Copyright © 2002 John Wiley & Sons, Ltd.

and Yip, 1994). The validity and reliability of indi-
cators in the outer or measurement model were
examined and latent constructs were refined by
eliminating unreliable indicators and creating con-
structs that had greater validity and reliability. This
was followed by reestimation of the outer model
and reexamination of constructs for validity and
reliability (Falk and Miller, 1992; Graham, Mintu,
and Rodgers, 1994). Validity and reliability analy-
sis for the final model are discussed below.

Indicators of latent constructs in the model were
of two types: formative and reflective. Resource
contributions of parents were all treated as for-
mative indicators in the model of ICV perfor-
mance. The underlying constructs— Parent Con-
tributions of Strategic Resources, Parent Contribu-
tions of Local Resources, and Parent Contributions
of Operating Resources—were conceptualized as
composites of different specific resource contri-
butions. These constructs are meaningful in the
context of the analysis, but they would not neces-
sarily be intrinsically meaningful if divorced from
that context.

Indicators of venture performance, on the other
hand, were conceptualized as reflective indicators.
Operational areas of performance such as qual-
ity control and human resource development were
seen as intrinsic phenomena reflected in indicators
such as quality of goods or management develop-
ment. Indicators of strategic outcomes were also
seen as reflective measures: growth, sales, and
meeting strategic goals were all seen as reflections
of the more general strategic performance of the
venture.

Parent Contributions of Strategic Resources

Several items were identified as potential contribu-
tions of strategic resources by U.S. parent firms.
The candidate items included management per-
sonnel, technical/professional skills, brands, and
patents, copyrights and licenses. Management and
technical/professional personnel and skills were
seen as particularly important due to the fact
that they represent transfers of less tangible skills
that may be difficult to accomplish without ICVs
(Hennart, 1988; Kogut and Zander, 1993). Global
brands and patents or copyrights are more readily
traded through markets by licensing and therefore
may be less fundamental to ICV strategy (Barmney,
1986a; Lieberman and Montgomery, 1988; Teece,
Pisano and Shuen, 1997). Initial examination of

Strat. Mgmt. J., 23: 881-901 (2002)
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the measurement model suggested that brand name
was not likely to be a reliable indicator and had
little convergence with the other indicators of the
construct. Brand was eliminated as an indicator
and the remaining indicators of strategic resource
contributions were retained (Graham et al., 1994,
Johansson and Yip, 1994).

Parent Contributions of Local Resources

Potential local resource contributions by Mexican
parents included labor, distribution channels, and
local brands. Initial refinement of the measurement
model suggested separation of labor from brands
and distribution channels as an independent con-
struct. Two constructs for Mexican local resources
were used in the final model: contributions of
marketing resources (brands and distribution chan-
nels), and contributions of labor.

Parent Contributions of Operating Resources

Indicators of operating resource contributions were
selected from among the resource contributions of
U.S. parent firms. Indicators included contributions
of materials and contributions of operating proce-
dures and routines. U.S. Parent Contributions of
Operating Resources was a single latent construct.

Model definition

Figure 2 illustrates the full structural model, inclu-
ding construct indicators and paths among latent
constructs. Contributions of Strategic Resources by
U.S. parent firms hypothetically had direct positive
effects on strategic outcomes as well as indirect
effects through Human Resource and Quality Per-
formance. Contributions of strategic resources also
were expected to have a negative link to Contribu-
tions of Operating Resources, as indicated above.
Contributions of Operating Resources were
expected to affect strategic performance both
directly and indirectly, through their effects
on HR Performance and Quality Performance.
Effects of Contributions of Operating Resources
on HR Performance and Quality Performance
were anticipated to be negative, with indirect
negative effects on strategic outcomes through
the positive paths from HR and quality to
Strategic Performance. Direct effects on Strategic
Performance also were expected to be negative.

Copyright © 2002 John Wiley & Sons, Ltd.

J. A. Robins, S. Tallman and K. Fladmoe-Lindquist

The two different local resource constructs had
different logical connections to strategic perfor-
mance. Contributions of Marketing Resources were
expected to have a direct positive effect on strate-
gic outcomes, but there was no conceptual basis
for any indirect effects through Quality Perfor-
mance or HR Performance. Contributions of labor,
on the other hand, were expected to operate pri-
marily through intermediate effects on Quality and
HR Performance, although the possibility of a
direct effect on Strategic Performance also was
considered.

Model estimation

Measurement and path models were estimated
using latent variable partial least squares (PLS)
analysis. PLS techniques are particularly useful for
this type of analysis for three reasons: they make
more modest demands upon data than covariance-
matrix based structural modeling approaches such
as LISREL or EQS, they accommodate measure-
ment models that include both reflective and for-
mative indicators, and they are well suited to mod-
eling in situations where the objective of analysis
is assessing predictive relationships among vari-
ables rather than testing a general theory (Falk and
Miller, 1992)

The limited assumptions about underlying dis-
tributions in PL.S models also preclude most para-
metric forms of significance testing for path coeffi-
cients (Falk and Miller, 1992; Fornell and Larcker,
1981a). However, significance of path coefficients
in PLS models conventionally is estimated using
the jackknife resampling technique (Miller, 1974;
Mooney and Duval, 1993), which tends to produce
conservative estimates of significance (Falk and
Miller, 1992). Jackknife estimates of standard error
were derived for path coefficients in the model and
significance was evaluated with #-statistics.

RESULTS

Outer (measurement) model

Convergent validity of the outer (measurement)
model can be assessed in PLS analysis by examin-
ing the construct variance extracted by indicators,
with proportions greater than 0.50 indicating satis-
factory convergent validity (Fornell and Larcker,
1981a). Table 2 includes loadings of indicators

Strat. Mgmt. J., 23: 881-901 (2002)
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Table 2. Theta matrix of residual correlations for between-block indicator variables

1 2 3 4 5 6 7 8

(a) 1 —-0.024 0.011 0.000 0.011 —0.065
(a) 2 0.001 0.000 0.000 —-0.122 0.146
(a) 3 0.029 0.013 0.000 0.073 —0.088
(b) 4 0.000 —0.026 0.150
(b) 5 0.000 0.012 —-0.071
(c) 6
(d) 7
(d) 8

(a) Contributions of strategic resources

(b) Contributions of operating resources

(©) Contributions of local labor

(d) Contributions of local marketing resources

Variable names

1 U.S. contributions of mgt personnel/skills

2 U.S. contributions of technical personnel/skills
3 U.S. contributions of patents, licenses

4 U.S contributions of materials

5 U.S. contributions of operating routines

6 Mexican contributions of labor

7 Mexican contributions of brands

8 Mexican contributions of channels

and proportion of variance extracted for constructs.
All constructs met criteria for adequate convergent
validity.

Discriminant validity can be evaluated in PLS
modeling by examining the correlations between
residuals of the indicator variables used to define
different latent constructs (Fornell and Larcker,
1981b; Falk and Miller, 1992). If the blocks
of manifest (indicator) variables are appropri-
ately defined, residual correlations between indi-
cators of different constructs should be minimal.
Falk and Miller (1992) suggest that discrimination
between constructs should be considered question-
able if several residual interblock correlations are
in excess of 0.20. No interblock residual correla-
tion in this model exceeded 0.15 and most were
close to zero, suggesting good discriminant valid-
ity using Falk and Miller’s (1992) criteria. The
theta matrix of interblock residual correlations is
presented in Table 2.

Indicator reliability is generally evaluated in
terms of the loadings of individual indicators on
their constructs. Fornell and Larcker (1981a) argue
for loadings of 70 as the criterion for satisfactory
indicator reliability, while Falk and Miller (1992)
suggest a somewhat less demanding 0.55 stan-
dard. All indicators met the 0.70 standard of reli-
ability suggested by Fornell and Larcker (1981a)
(Table 3).

Copyright © 2002 John Wiley & Sons, Ltd.

Inner (path) model

As indicated above, significance of coefficients in
the inner or path model was assessed using the
jackknife, and #-statistics were calculated for path
coefficients. Figure 3 includes path coefficients for
all latent constructs. Significant path coefficients
(o = 0.05) are indicated by asterisks.

The ‘soft” assumptions about distributions
employed in PLS modeling preclude summary
tests of model fit such as the chi-square analysis
typically employed in Lisrel modeling. The focus
of PLS is on assessment of relationships among
the variables of a theoretically identified system
rather than the creation of a comprehensive
model of the dependent phenomenon. However,
an approximation of the strength of an overall
model can be obtained from the average explained
variance in endogenous constructs (Falk and
Miller, 1992). The average explained variance
for the endogenous constructs of this model was
39%, with no construct below the 34% level,
which suggests a strong fit between model and
data. This exceeds the average variance explained
in endogenous variables in models reported by
Johansson and Yip (1994), Meznar and Nigh
(1995), and Falk and Miller (1992). Variance
explained in the dependent construct, strategic
performance, was about 48%.

Strat. Mgmt. J., 23: 881-901 (2002)
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Table 3. Indicator loadings, residual variance, and variance extracted for constructs

Construct Indicator Loading Residual Variance extracted
Strategic Mgt. personnel 0.810 0.344 0.562
resources Tech. personnel 0.714 0.490
Patents, copyrights 0.722 0.479
Local mktg Brand names 0.990 0.02 0.743
resources Dist. channels 0.711 0.494
Local labor Labor 1.0 0.0 1.00
Operational Materials 0.741 0451 0.687
dependencies Routines 0.908 0.176
Quality Qual. goods 0.928 0.139 0.617
performance Qual. services 0.740 0.452
HR Labor prod. 0.928 0.139 0.869
development Mgt. development 0.936 0.124
Strategic Sales 0.778 0.395 0.760
performance Strategic goals 0.910 0.172
Growth 0.920 0.154

US Parent
Contributions of
Strategic Resources

Quality
Performance

.321*

US Parent
Contributions of
Operating
Resources

Strategic

Performance

Mexican Parent
Contributions of
Local Labor

Development

Mexican Parent
Contributions of
Local Mktg
Resources

*Path coefficient #-statistic significant ¢ = 0.05, jackknife estimates

Figure 3. Inner model: path coefficients

Effects of HR and Quality Performance on effect of HR (8 = 0.481) somewhat greater than
Strategic Performance quality (8 = 0.321). These relationships proved

to be important in the analysis because certain
HR and Quality Performance both had significant  resource contributions affected strategic perfor-
positive effects on Strategic Performance, with the ~ mance indirectly, through their paths to HR and

Copyright © 2002 John Wiley & Sons, Ltd. Strat. Mgmt. J., 23: 881-901 (2002)
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Table 4. Effects of independent constructs on endogenous constructs

Effects on quality performance

Strategic resources:
direct = 0.330

indirect (through operational dependence) = (—0.577)(—0.312) = 0.180

total = 0.330 4 0.180 = 0.510

Local labor:
direct = 0.568

Effects on HR development

Local labor
direct = 0.548

Effects on strategic performance
Strategic resources

indirect (through quality performance) = (0.510)(0.321) = 0.164

Local labor
direct = —0.394

indirect (through HR Development) = (0.548)(0.481) = 0.264
indirect (through Quality Performance) = (0.568)(0.321) = 0.182
total = 0.264 4+ 0.182 — 0.394 = 0.052

Local marketing resources
direct = 0.350

Quality Performance. Table 4 summarizes direct
and indirect effects on the endogenous constructs
for all independent constructs.

Contributions of Strategic Resources

The effect of Contributions of Strategic Resources
on Quality Performance proved to be positive and
significant. However, the paths from Contribu-
tions of Strategic Resources to HR Performance
and Strategic Performance were both not signif-
icant. Contributions of Strategic Resources did
have positive effects on the evaluation of Strate-
gic Performance of the ICVs, but all effects were
through their influence on Quality Performance.
The two-step positive effect of Contributions of
Strategic Resources through Quality Performance
was 8 = (0.330)(0.321) = 0.106.

Contributions of Strategic Resources also had
a positive effect on Strategic Performance through
their influence on Contributions of Operating Reso-
urces. The negative effect of Contributions of
Strategic Resources on Contributions of Operat-
ing Resources proved to be significant, as did
the negative effect of Contributions of Operat-
ing Resources on Quality. The two negative paths
resulted in a net positive indirect effect on Qual-
ity Performance g = (—0.577)(—0.321) = 0.180,
and a two-step positive effect on Strategic Perfor-
mance, 8 = (0.180)(0.321) = 0.058 (Table 4).

Copyright © 2002 John Wiley & Sons, Ltd.
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Contributions of Local Resources

Mexican contributions of Local Labor proved to
have significant positive paths to both HR and
Quality Performance. However, Contributions of
Local Labor also had a significant negative direct
effect on Strategic Performance, contrary to expec-
tations. The indirect effects of Contributions of
Local Labor on Strategic Performance were pos-
itive through their paths involving HR Perfor-
mance S = (0.548)(0.481) = 0.264, and Quality
Performance B = (0.568)(0.321) = 0.182, for a
total positive effect: g = 0.182 + 0.264 = 0.446.
At the same time, the direct effect was negative
(B = —0.394), with the result that the net effect of
Contributions of Local Labor on Strategic Perfor-
mance was only 8 = 0.446 — 0.394 = 0.052. The
direct path from Mexican partner Contributions of
Marketing Resources to Strategic Performance was
positive and significant (8 = 0.350).

Contributions of Operating Resources

As indicated above, contributions of Operating
Resources had a negative effect on quality per-
formance (8 = —0.312) and therefore a negative
indirect effect on Strategic Performance as well
(B = —0.110). The direct path between Contribu-
tions of Operating Resources and Strategic Per-
formance was not significant, despite expectations

Strat. Mgmt. J., 23: 881-901 (2002)
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to the contrary. The path between Contributions
of Operating Resources and HR Performance also
proved not to be significant.

DISCUSSION

The analysis generally supported the view of
ICV strategies suggested by the model developed
above, although it also included a few surprises.
Contributions of strategic resources by U.S. par-
ents and contributions of local resources by Mexi-
can parents had the anticipated positive effects on
performance, while U.S. contributions of operating
resources had a negative indirect effect. Contribu-
tions of strategic resources also appeared to dimin-
ish contributions of operating resources, creating
an additional indirect positive effect on strategic
performance.

The manner in which the different types of
resource contributions achieved their effects was
more complex. The effects of contributions of
strategic resources were positive, but the relation-
ship proved to be entirely indirect, through qual-
ity performance. The path from contributions of
strategic resources to HR performance was not
significant, with the result that there also was no
indirect effect through HR performance.

This may reflect the fact that mature ventures
operating in emerging economies often use local
personnel at many levels from the shop floor
to management. Cross-cultural differences may
render foreign parent contributions less effective
in high cultural content activities such as HR
development (Amante, 1993; Huo and VonGli-
now, 1995; Napier and Vu, 1998). At the same
time, methods for quality engineering pioneered
in North America, Japan, and Western Europe
have enjoyed some success in firms in emerging
economies (LLakhe and Mohanty, 1994). Standards
such as ISO 9000 have been relatively widely
embraced, and TQM programs have been adapted
to a broad range of different settings (Farahmand,
Becerra and Green, 1994). Foreign parent firms
currently may be more capable of offering trans-
ferable management and technical skills in the area
of quality management than in human resource
development.

The indirect effect of Contributions of Strategic
Resources on Quality Performance through reduc-
tion of Contributions of Operating Resources sug-
gests that involvement of foreign parents may be

Copyright © 2002 John Wiley & Sons, Ltd.

more useful at strategic than operating levels of
management. Foreign parents interested in improv-
ing ICV strategic performance thus may find that
emphasis on building ICV management capabil-
ities is more effective than devoting resources
to managing the venture at operational levels.
Although this is not surprising, international com-
panies commonly attempt to exert close control of
ICVs in newly industrializing countries. The find-
ing that supply of labor by the local partner appears
to have a positive effect on quality underscores the
significance of local control of host country activi-
ties and suggests that foreign partner firms need to
be able to take a strategic role while encouraging
the autonomy of host country partners in certain
areas of operation.

The fact that contributions of labor by the Mex-
ican parent proved to have a negative direct effect
on Strategic Performance at the same time that they
had positive indirect effects through HR Perfor-
mance and Quality Performance was particularly
interesting. The magnitude of the two positive indi-
rect effects was comparable to the negative direct
effect, and the relationship between Contributions
of Local Labor and Strategic Performance might
have disappeared in an approach that treated per-
formance as a unitary construct. The two positive
indirect effects are consonant with the ideas laid
out above, but the negative direct effect was unex-
pected. It is possible that the negative direct effect
signals underlying costs or constraints on growth
associated with reliance upon the local parent for
labor. If that is the case, labor may have some
ambiguity as a resource to be acquired through the
local partner. Reliance upon the local partner may
provide a superior pool of labor that boosts quality
and accelerates human resource development, but
it also may be more costly or difficult than sourc-
ing labor in the open market and may prove to
be problematic for the long-term development of
enterprises in emerging economies.

CONCLUSION

The study has a number of implications for theoret-
ical and empirical research on cooperative strate-
gies for emerging economies. The analysis of ICVs
as complex three-party arrangements appears to be
a promising approach, and the proposed adapta-
tion and extension of OLI perspectives provide
insight into the relationships between ICVs and

Strat. Mgmt. J., 23: 881-901 (2002)
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parent firms. In combination with concepts from
resource-based and transaction-cost theories, these
ideas help to map out different areas where ICV
dependence or autonomy may be important.

Theoretical implications

The modifications of the OLI perspective in this
research are important. When assumptions of full
internalization and economic efficiency are sus-
pended, the perspective can yield valuable insights
into the strategic roles of parent firms in inter-
national cooperative strategies. Resource-based
and transaction-cost theories supply guidelines for
understanding how different types of market fail-
ure set parameters for interdependencies among
ICV participants. This modified OLI analysis—in
which both a broader range of market failures
and a broader range of organizational responses
are considered—has the potential to be a valuable
addition to the recent stream of work extending the
OLI perspective. Much of the work in this vein has
been purely conceptual, and this study takes a use-
ful step toward grounding those ideas in empirical
evidence. Further work in this area may provide
a more detailed view of the ways that different
market conditions and competitive market struc-
tures help to define strategic linkages among the
participants in cooperative ventures.

The key empirical insight to emerge from this
study is that a balance of ICV dependence and
independence is important to the success of strate-
gies for emerging economies. Utilization of cer-
tain types of strategic and local resources supplied
by parent firms appears to support venture per-
formance, while other types of contributions by
parents may be detrimental. These aspects of coop-
erative strategies emerge only with the three-party
view of ICVs. If ICVs are viewed solely as asso-
ciations between parent firms, the liabilities asso-
ciated with venture dependence on foreign parent
firms disappear.

Empirical implications

The empirical analysis is revealing in a number of
ways. In addition to providing some support for
the general approach to understanding ICV strate-
gies, it also offers insights into how interdepen-
dencies among venture participants are structured.
The ambiguous relationship between Contributions
of Labor by the emerging economy parent and ICV

Copyright © 2002 John Wiley & Sons, Ltd.
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success is interesting, as is the fact that Contribu-
tions of Operating Resources affect Strategic Per-
formance primarily through Quality Performance.
The treatment of performance as a set of interre-
lated constructs rather than a single construct pro-
vides valuable insights into relationships between
different forms of dependence and performance.
Important underlying effects of resource contribu-
tions on performance would have disappeared in a
model that relied upon a unitary performance con-
struct. This approach to performance is unusual
in the work on ICVs, and it has the potential to
make an important contribution to future research
on cooperative strategies.

This research also has a number of empirical
limitations. It can provide insight into factors that
influence the evaluation of cooperative strategies
by foreign parent firms, but there is a range of
issues that it cannot address. The study focuses on
performance in established cooperative ventures,
and many of the transient problems that may result
in early failure of ICVs are excluded from the
analysis. Because the study takes the vantage point
of the foreign partner, differences between partners
in the evaluation of strategic performance also
cannot be examined. This focal-firm perspective is
a basic feature of strategic research—and makes it
possible to view the situation from the standpoint
of decision-makers—but we cannot assume that
managers in Mexican partner firms would share the
same views as their U.S. counterparts (Gillespie
and Teegan, 1995). Mexican and U.S. partners may
have divergent strategic objectives, and operating
performance that is satisfactory to one side may
be inadequate for the other. A separate, parallel
study would be required to explore the strategic
perspective of the host country partner.’

5 This asymmetrical, focal-firm view is an intrinsic feature of
the strategic perspective (Ansoff, 1965; Beamish, 1988; Porter,
1980; Madhok and Tallman, 1998). A strategy that is highly
successful for a firm may simultaneously be costly to the
firm’s competitors, customers, suppliers, or partners (Klein,
Crawford, and Alchian, 1978; Porter, 1980; Teece, 1987). For
example, an alliance strategy that involves expropriation of
a partner’s technological know-how might be very successful
from the standpoint of the firm gaining the technology—and
barely tolerable for the alliance partner (e.g., Reich and Mankin,
1986). This is an important area where strategic approaches to
ICVs may differ from a good deal of organizational research
on cooperative ventures. Organizational research that focuses on
criteria such as mutual satisfaction or longevity of cooperative
ventures cannot be assumed to reflect the strategic objectives
of any specific firm within a cooperative venture. In extreme
cases, a cooperative venture that is unacceptably costly or
unsatisfactory to either parent firm will fail; however, there is a

Strat. Mgmt. J., 23: 881-901 (2002)
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The applicability of this approach also may be
limited in some cases by the role taken by gov-
ernment, ICVs that are subject to substantial state
control may not acquire the same level of auton-
omy as ICVs in less regulated settings. This is
particularly likely to be an issue in situations where
the local partner is closely tied to a government
bureau or agency. Sensitivity to the political con-
text is important in any effort to generalize the
model across emerging economies.

Implications for management

The research may also offer some practical
insight into the management of ICVs in emerging
economies. The negative relationship between con-
tributions of Strategic Resources and Contributions
of Operating Resources suggests that general man-
agement assistance from foreign parents may play
an important role in organizational development
for ICVs. The fact that Contributions of Strate-
gic Resources had significant effects on Strate-
gic Performance only through effects on Quality
suggests that successful long-run strategies may
require action by foreign parents to help build the
independent operating capabilities of ICVs.

The research provides some general support for
one of the fundamental concepts that has emerged
over time from the OLI perspective; the idea that
a combination of strategic resources from foreign
partners and local resources from host country
partners is vital to success. However, the research
also contains the message that involvement of
the foreign parent at operational levels may be
detrimental to cooperative ventures. This obser-
vation may help to address the growing concern
in international strategy about potential conflicts
between global strategic demands and the influ-
ence of local institutions on ventures in emerging
economies. Parent firms from highly developed
economies may be most successful by providing
strategic guidance and key sources of competitive
advantage to ICVs, relying upon local parents to
take a major role in high cultural content activi-
ties such as marketing or labor management, and
building the autonomy of ventures at operational
levels.

great deal of room for asymmetry in the outcomes that lie within
those extremes (Lorange, 1997; Lu and Lake, 1997).
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APPENDIX: OVERVIEW OF SAMPLE
AND SURVEY ITEMS

Sample characteristics

U.S. parent organizations typically were medium
to large-sized firms; median revenues were in
the range of $10—100 million, with about a third
(25) of all U.S. parent firms reporting revenues
in excess of $100 million. Employment followed
a similar pattern, with median employment in
the 500—-1000-employee category but nearly half
(34) of all U.S. parent firms greater than 10,000
employees.

The ICVs were relatively long-lived, with a
median age of about 9 years and an average age
of more than 12 years. The distribution of age was
skewed by the presence of a number of older ICVs.
ICVs founded before 1980 represented more than
a quarter of the sample, and a number of ventures
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were more than 30 years old. The youngest ICV
in the sample was about 4 years old.

About 90 percent of all ICVs (65) involved
relationships in which the formal ICV structure
required no renegotiation to continue. More than
half (55.8% or 40) of the ICVs were character-
ized as partnerships and shared-equity joint ven-
tures. U.S. parents typically were not majority
equity holders in the shared-equity ventures; 39%
(28) indicated that the U.S. parent was the major-
ity equity holder, while the Mexican parent was
majority owner in 57% (41) of cases. The remain-
ing 4% (3) involved other, non-Mexican partners.

The importance of these ICVs to the U.S. parents
stands out. In about three-quarters of all cases,
ICVs were characterized as being in the U.S.
parent’s most important lines of business. U.S.
parent managers also felt that it would be difficult
to replace the Mexican parents. Only about 6% (4)
considered it easy or relatively easy to replace the
Mexican parent firm, while almost 70% (50) rated
it difficult or very difficult. More than 82% (60) of
respondents indicated that ICVs were expected to
continue into the future for at least 5 years.

ICV managers appeared to enjoy a good deal of
latitude in decision making, regardless of the own-
ership structure of the venture. A large majority of
respondents (90.5% or 65) for both shared-equity
ventures and nonshared-equity ICVs indicated that
major decisions were undertaken without direct
governance by parent companies. The fact that
both shared-equity and nonshared-equity ICVs had
considerable operating autonomy is not surprising.
Research has indicated that ownership structure
may not be the primary determinant of operational
control or integration for established cooperative
ventures (e.g., Choi and Lee, 1997; Contractor
and Lorange, 1988; Mjoen and Tallman, 1997),
and a number researchers have argued for broader
conceptualizations of modes of cooperative ven-
turing in which equity structure is not viewed as
a central determinant of stability or performance
(Hagedoorn, 1990; Johnson et al., 1997; Osborn
and Hagedoorn, 1997; Sarkan et al., 1997; Yan and
Gray, 1994).

The most general description of ICVs examined
in this study would be to characterize them as
quasi-firms. They enjoy varying degrees of legal
autonomy from parents, but they are all organi-
zations that have created ongoing operations that
place them in the position to both use and develop
resources. The use of the term ‘parent firm’ in
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this paper thus does not imply the existence of
a shared-equity joint venture; the term is used
broadly to designate the U.S. and Mexican partici-
pants in these cooperative strategies, regardless of
whether the ICVs involve equity-sharing arrange-
ments. This usage is employed in recognition of
the roles that foreign and host country firms may
play in contributing resources to ICVs and the role
that ventures may play as recipients of resources
and entities created for distinctive strategic pur-
poses (Contractor and Lorange, 1988).

Survey items

Data for the independent and dependent measures
in the study were collected using respondent rat-
ings of a variety of resource contributions to coop-
erative ventures by the two partner firms. All
data used in the analysis were based on Likert-
scaled items as described below. A variety of other
descriptive data with regard to parent firms and
cooperative ventures also were collected; however,
these data were collected for illustrative purposes
and were not used in the structural model.

Foreign parent resource contributions

Data on foreign parent resource contributions
were collected using items based on Schaan
and Beamish (1988). The general question asked
respondents: ‘How important to this cooperative
venture are your firm’s contributions of each of the
following types of resources?” Following Schaan
and Beamish (1988), these were scored on 5-
point Likert scales ranging from ‘Not important’
to ‘Very important’ with an additional category
for ‘Not applicable.” Reverse coding was used for
selected items in order to improve validity. Items
included: patents, licenses, copyrights; operating
procedures and routines; brand name or reputation;
management personnel and skills; specialized
tooling or equipment; raw materials; technical
personnel and skills.

Host-country parent resource contributions

These items also followed Schaan and Beamish
(1988) and were scored on similar 5-point Likert
scales. The general survey question was worded:
‘How important to this cooperative venture are
your Mexican partner’s contributions of each of
the following types of resources?’ Items included:
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brand name or reputation; distribution channels;
labor; management personnel; technical personnel
and skills; access to the Mexican market.

Performance

These items were based on Geringer (1988) and
Geringer and Hebert (1989). The general survey
question was worded: ‘Please rate the performance
of the cooperative venture on each of the following

Copyright © 2002 John Wiley & Sons, Ltd.

dimensions.” Following Geringer (1988), these
questions also were scored on 5-point Likert scales
ranging from ‘Very low’ to ‘Very high’ with a
sixth category for ‘Not applicable.” Items included:
profitability; quality of goods produced; quality of
services produced; sales; growth; labor productiv-
ity; management development; meeting strategic
goals.
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