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ABSTRACT

This paper develops a construct of International
Joint Venture (1JV) performance that reflects the
practice of IJV management. Based on a series of
interviews with General Managers and Vice
General Managers of German-Chinese Joint
Ventures (GCJV) in the People's Republic of China
(PRC), the criteria used in practice to evaluate the
performance of 1JVs are identified. These criteria
are then exploratively investigated by analysing
the data of a questionnaire survey of 110
managers. A factor analysis shows that
performance criteria used in practice can be
grouped into a short and a long-term performance
construct, which can be used in future empirical
research on the performance of 1JVs.
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1. INTRODUCTION

In an investigation carried out by consultancy AT
Kearney (1999) representatives of 70 global
companies were asked about the profitability of
their subsidiaries in the PRC: the results of that
survey indicated that the performance of wholly
owned subsidiaries surpassed the performance of
subsidiaries run as JVs if performance was
measured profitability. The method chosen by AT
Kearney, however, raises two vital questions:
Firstly, it has to be asked how far the profitability
is an adequate indicator for the performance of
1JVs. Many 1JVs in the PRC have been created for
strategic reasons; for example, in order to acquire
the knowledge of the local market and business
practices necessary for managing a wholly owned
subsidiary during later stages of the
internationalisation into the PRC. IJVs that allow
the foreign firm to achieve that goal are
considered successful by the foreign investor even
without being profitable. Secondly, the question
that has to be answered is whether employing
objective indicators, such as the profitability
calculated from the balance sheet of the JV, is a
sensible method of measuring the performance of
1JVs: it might be argued that different industries
promise differing levels of profitability, and that
an evaluation of the performance of the IJV on
this basis loses much of its value.

These two aspects are reflected in existing
attempts to conceptualise 1JV performance, but so
far there is no consensus among researchers as to
(1) what the proper criteria for measuring the
performance of 1JVs should be and (2) how
these criteria ought to be measured in
empirical studies (Blanchot & Mayrhofer, 1997;
Doyle, 1994; Geringer & Hebert, 1989, 1991,
Glaister & Yu, 1994; Glaister & Buckley, 1998a).
The criteria hitherto used in order to measure
the performance of 1JVs range from the mere
existence of the 1JV to financial measures such as
the profitability: in their study of Western-Turkish
1JVs Demirbag & Mirza (2000), could identify
thirteen different performance criteria, whereas
Blanchot & Mayrhofer (1997) reported 82 criteria
in their analysis of existing empirical studies of
the performance of 1JVs. The first alternative to
measure performance criteria is the objective
measurement, using "hard data” such as certain
financial indicators or facts (e.g. ROIl, market
share, length of JV history); secondly, it is feasible
to have performance criteria subjectively
evaluated by one or more managers of the 1)V
and/or the partner companies' headquarters.

In this paper, both issues (choice and
measurement of performance criteria) are
examined in more detail in order to develop a
more rigorous measure of 1JV performance

that is closely aligned with managerial realities,
and that can thus be used to improve future
research on 1JVs. More specifically, this paper
argues for combining various performance
criteria to better take into account the
complexities of 1JV management; in addition,
the paper argues for the subjective measurement
of 1JV performance criteria.

The rest of the paper is structured as follows: the
subsequent section 2 outlines the methodological
approach chosen for this study. Section 3 reviews
and discusses the criteria used for evaluating the
performance of 1JVs in existing research. Based on
qualitative data, section 4 then identifies criteria
used by German and Chinese JV managers when
evaluating the performance of GCJVs. Section 5
discusses the alternatives regarding the
measurement of the performance criteria
identified. The final section, 6, employs the
concept of JV performance to analyse the
performance of GCJVs using data gathered
through a questionnaire survey. Section 7
concludes the paper.

2. METHOD

The research method chosen for this study is
explorative in nature and combines qualitative
and quantitative techniques. First, a qualitative
research stage was chosen to create a holistic
picture of the criteria used by managers of 1JVs to
evaluate the performance of their ventures. Thus,
in-depth interviews were carried out with 27
German and Chinese managers.

In addition to the qualitative research, a
subsequent quantitative research stage
consisted of a questionnaire survey to allow for a
quantitative exploration of the performance
criteria identified during the first research stage.
Questionnaires were sent to 392 GCJVs in the
PRC, from which 110 usable responses were
received (response rate 23.3%). By comparing
early and late arriving responses, the possibility of
a non-response bias was dispelled (Armstrong &
Overton, 1977). Sixty (54.5%) of the
questionnaires were filled in by non-Chinese
representatives of the German side, 16 (14.5%) by
Chinese representatives of the German side and
34 (30.9%) by Chinese representatives of the
Chinese side. Seventy-three (66.4%) respondents
held the position of General Manager, 24 (21.8%)
were Vice General Managers and 10 (9.1%)
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functional managers. One respondent was
chairman of the board, whereas three respondents
(2.7%) did not give information as to their
position in the IJV. On average, respondents had
been working for the 1JV for four years. From the
respondents’ positions and their experience it was
assumed that all had an informed opinion about
the performance of the GCJV.

3. PERFORMANCE CRITERIA IN EXISTING STUDIES
Among the criteria suggested in existing research
to measure the performance of 1JVs are the
“probability of survival”, the “stability of the JV",
the “"extent to which partners' objectives are met”,
the “satisfaction of the partners"” or the “financial
performance of the 1JV" (Schrader, 1993). In order
to provide a systematic approach, this paper
distinguishes between traditional and JV-specific
criteria of JV success: Traditional criteria are those
which can also be used when measuring the
performance of wholly owned subsidiaries, such as
the market share or the profitability; as opposed to
the traditional type, the JV-specific criteria refer to
variables, which are specifically used for assessing
the performance of JVs, e.g. the stability of the
relationship between the IJV partners.

3.1. Traditional criteria

Early research interested in measuring the
performance of 1JVs used criteria such as the
profitability (Lecraw, 1984; Tomlinson, 1970),
growth (Artisien & Buckley, 1985) or the cost
situation (Lecraw, 1984; Tomlinson, 1970). The
exclusive use of such traditional criteria, however, is
not always suitable when analysing the performance
of 1JVs, due to the specific nature of 1JVs: companies
opt for entry into the PRC via equity JV in particular
when an engagement in China is perceived to be
risky and there is a high level of perceived
uncertainty regarding the profitability of the
investment (Ho, 1990; Konrad, 1989). With the
participation of a local partner, the foreign firm
hopes to exploit his specific (market-) knowledge
and capabilities to reduce its own risk. Thus, GCJVs
are often chosen in situations in which the financial
pay-off of the investment is expected - if at all - to
occur in the future (Anderson 1990). Asked about
whether or not his JV had reached the break-even
point, a German general manager (GM) responded:

No! We are far away from breaking even!
If we had made profits in the second
operative year, | would have been called to
the managing board of the German
mother company, and probably would
have received an award from the Chamber
of Commerce. It's simply impossible!

The owner and CEO of a medium-sized enterprise
in Germany, answering the question when he
would expect the JV in the PRC to become
profitable, stated:

It will be a long time until | will see some
money - | don't know if | will still be alive
by then.

An exclusive evaluation of the performance of an
1JV on the basis of traditional indicators such as
the profitability is therefore not always suitable.
However, even when the 1)V is profitable the use
of traditional criteria is problematic, as there is no
adequate yardstick that can be used to compare
the performance (Anderson, 1990). This,
according to Anderson (1990), is the case in
particular for JVs in unknown markets. The
evaluation of JV performance based on traditional
criteria can thus indicate a lack of success, even if
the JV has (constantly) reached or even exceeded
the partners’ expectations and is thus considered
as successful by both partners. Additionally, by
setting up a JV the partners frequently have
objectives whose achievement cannot be
measured by exclusively using traditional
indicators: JVs might be created, for instance, in
order to acquire the knowledge of a local partner
and to facilitate entry into new and unknown
markets (Kogut, 1988), or to block competitors
(Culpan & Kumar, 1994).

Correspondingly, in the case of one GCJV an
evaluation of the performance using traditional
criteria would have been misleading. Asked about
the performance of the JV represented by him, the
German GM responded:

I usually distinguish between two issues:
success can be seen as strategic or
financial. Regarding the strategic success, |
have to say that we have surpassed our
initial expectation very quickly: market
share, purchasing, sales... in those areas we
have made more progress than we
originally had hoped for. In financial terms,
though, we have not met our objectives.

The opposite case, in which a JV is regarded as
unsuccessful by one or more of the partners
despite positive financial results, is possible as
well, simply because the 1JV might not meet the
expectations of the partners (Geringer & Hebert,
1991). Traditional performance criteria can
therefore provide only limited information about
the performance of 1JVs.



WORKING PAPER SERIES

3.2. JV-specific criteria

Due to the participation of at least two
companies in an 1)V, whose contributions are
prerequisites for the partners' achieving their
objectives, various authors suggested the use of
JV-specific criteria to evaluate the performance of
1JVs: The (in-) stability of the JV (Beamish &
Inkpen, 1995; Das & Teng, 1999; Franko, 19713,
1971b; Gomes-Casseres, 1989; Harrigan, 1987;
Inkpen & Beamish, 1997), the longevity of the JV
(Barkema, Shenkar, Vermeulen, & Bell, 1997;
Harrigan, 1988a; Kogut, 1988; Park & Ungson,
1997), changes to the ownership structure of the
JV (Franko, 1971a; Gomes-Casseres, 1989), the
survival of the JV (Geringer & Hebert, 1991,
Glaister & Buckley, 1998b) or the harmony
between the partner firms (Demirbag & Mirza,
2000). Using these indicators for evaluating the
performance of JVs, however, is no panacea either:
for example, it is not possible to infer success
from the mere fact that the 1JV has not (yet)
ceased to exist. The interviews showed that an 1JV
might continue to exist, even if one of the partner
firms does not view it as successful. Barriers to
exit might block or deter the termination of the
JV. Asked about the existence of the JV, a former
GM, who in the meantime had been transferred to
the mother company in Germany, answered:

Our JV still exists [...]. But to be honest, we
would have liked to close the JV and start
something else on our own. However, our
Chinese partner did not want to terminate
the JV for two reasons: 1999 was the
fiftieth anniversary of the creation of the
PRC and the local partner also had trouble
with a different JV with another foreign
company. So, they wouldn't close it down,
but we didn't want to continue: ,Let's close
this thing! We are losing money and you
don't get anything out of it either!” But
the responsible [people] on the side of the
partner firm said: ,No way!”

At the same time the termination of an 1JV or a
change in the equity shares of the partners does
not necessarily imply a failure of the 1JV. Based on
the research by Kogut (1989; 1991), Blanchot &
Mayrhofer (1997) for instance, argue, that
although the dissolution of a JV would usually
indicate the failure of an 1}V, the acquisition of
the 1JV by one of the partners would be a sign of
the success of an 1JV. Kogut (1991) views the 1}V
as an option on the entry into a risky market;
through buying out the partner firm, the JV is
terminated and the option is exercised. However,
the termination of the JV might also indicate that

the objectives that the partners have tried to
achieve with the JV have been achieved. For
example, the foreign partner might have acquired
local market knowledge, which eliminates the
dependence on the local partner (Gulati, 1998;
Harrigan, 1988b).

As the discussion of various performance criteria
and the interviews excerpts have shown, it can be
assumed that the performance of 1JVs - similar to
the performance of other ventures - is a
multivariate construct embracing different
variables (Awadzi, Kedia, & Chinat, 1986;
Beamish, 1988). Furthermore, there is the
possibility that several of these criteria are related
to one another: the improvement of the
performance of the 1JV as measured by one
criterion might coincide with the deterioration of
1JV performance as measured by a different
criterion. Using various criteria and taking into
account their interdependencies is therefore a
prerequisite for studies that analyse the
performance of 1JVs. The next section addresses
the question of which criteria to include in
constructs to measure 1JV performance.

4. IDENTIFICATION OF PERFORMANCE CRITERIA
The interviews showed that managers use a
multitude of traditional as well as JV-specific
criteria to evaluate the performance of 1JVs. Based
on this insight, various authors have suggested
combining various criteria. As a starting point for
her “package-approach”, Anderson (1990) locates
a range of performance criteria along an input-
output-continuum: factors such as the harmony
between the partners or the responsiveness of the
JV to changing environments are regarded as
input-factors. These factors are seen to determine
the output-factors such as the profitability.
Although Anderson (1990) concedes that a JV may
be profitable in the short-term even without a
harmonious relationship between the partner firms,
she suggests a long-term impact of input-factors
on the output-factors: “[P]oor inputs will show up
in poor outputs” (1990: 23). Input-factors should
therefore be viewed as indicators of the long-term,
output-factors as indicators of the short-term,
performance. Though Anderson's (1990)
conceptualisation is helpful as a means to
categorise various performance criteria, the
question of which criteria should be used to
measure the performance of an 1JV is not
addressed. At the same time, however, it can be
doubted that a catalogue of criteria established
exclusively on the basis of theoretical
considerations would adequately reflect the
multitude of criteria used in practice. Hence, in
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accordance with the two-stage research method
outlined above, this study will identify performance
criteria by analysing the content of interviews with
German and Chinese JV managers.'

By using open questions about the performance
of the JV during the interviews, an attempt was
made to elicit the performance criteria used by
managers of GCJVs. This firstly made it possible to
take into account the special features of GCJVs;
secondly, this method allowed for extending the
"Western" view of JV performance which so far
dominates research on this subject: hitherto
studies regularly analyse the objectives of the
foreign partner company and the performance
criteria used are usually guided by those
objectives. The goals of the local - in our case
Chinese - partners, and those firms' evaluation of
the 1)V performance, have so far been taken into
account only rarely (Yan, 2000). By interviewing
managers representing the Chinese JV partner,
this study also identifies and integrates
performance criteria that reflect the Chinese side's
objectives. In the following, the criteria identified
by analysing the interviews are presented.

Acquisition of technology and know-how.

The information gathered in the interviews
corroborates the results of existing studies by
showing that the acquisition of technology and
know-how is one of the most important objectives
of the Chinese JV partner. Through creating a JV
with a foreign company, the Chinese side hopes
to get access to advanced technology and
management-know-how, in order to reduce their -
in most cases still existing - backwardness vis-a-vis
foreign companies. The following statements of
German managers may serve as examples:

Basically, I think the Chinese side viewed
[the JV] as an opportunity to skim off as
much technological know-how as possible
from us in order to copy the products in
one way or another and produce them
themselves.

The major objective of the Chinese side
was to get rid of their old machinery and
[get] state-of-the-art equipment. They
wanted the technology.

Although the objective of acquiring technology
and know-how is usually attributed to the Chinese
side, among the GCJVs analysed there were also
German firms that were interested in aquiring

' Asimilar method was suggested by Newburry/Zeira (1999).

know-how. This was mainly related to know-how
about local market conditions. In one of the cases,
the GCJV emerged out of a Build-Operate-
Transfer-agreement, in which the German side
kept a share of the capital in order to gain
experience with the operation of the installation.

Profitability. The traditional performance criteria
"profitability” played an important role in
evaluating the GCJVs analysed in this study. Both
the German and the Chinese side mentioned the
profitability of the venture as an important
measure to evaluate the JV:

Originally we focussed on reaching a set
break-even point. We thought we'd need
two or three years before the venture
makes profit. The major objective was to
become and stay profitable.

Interviewees mentioned the demand for profits in
particular when talking about the relationship
between the headquarters and the JV
management. A German manager, for instance,
responded to a question regarding the level of
support provided by the German parent company:

There was no support whatsoever. All they
wanted was money!

Growth. The German as well as the Chinese side
mentioned "growth" as an important indicator of
the JV's performance. Both partners want to
participate in the development of the Chinese
market that has grown at double-digit rates in
almost every year for the last 20 years:

Back to your question as to whether or not
| view the JV as a success: This year is our
fourth year of operation. We are still here!
We haven't lost huge amounts of money.
We are growing. Our turnover, our trade
volume, and our processing volume are all
growing. | consider the JV as successful.

| think the JV is a success: During the short
time span we have been here, our turnover
has more or less doubled every year.

Market share. Achieving growth can be regarded
as instrumental to increasing the market share of
the JV. Anecdotal evidence, as well as some of the
interviews carried out, imply that securing a large
market share was one of the most important
objectives for German investors in the PRC.
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There is a large German company here in
China. They run a lot of JVs, most of which
are technically bankrupt! But they don't
pull out because they want to get a
foothold and increase their market share.

In particular against the background of China's
entry into the World Trade Organisation (WTO) at
the end of 2001, companies viewed a high market
share as a necessary preparation for the expected
intensification of competition in many industries.
The Chinese side, on the other hand, mentioned
the increase in market share only infrequently, for
instance, in the case of a service sector GCJV:

The point of the JV is to enlarge our
market share and increase our profits.

Stability of the 1JV. The objective of stability
refers to the partners' interest in maintaining the
1JV as well as to avoid changes in the ownership or
management- structure. The interviews showed
that Chinese companies in particular were
interested in having a stable GCJV. The reasons
given by managers included, for instance, political
reasons such as the continuation of a “prestigious”
venture with a well-known foreign company.

[The most important objective] of the
Chinese side was certainly to sign the first
German-Chinese 1V in Xin Jiang. Xin Jiang
is about five times the size of Western
Europe and they wanted to be the first for
political reasons. [...] The Chinese side is
mostly motivated by political reasons.

[The Chinese partner] use[s] the JV [...] to
show visitors and politicians how
wonderful the world in Xin Jiang would be
if everybody had such a nice JV.

As opposed to that, the German side does not
seem to view the stability of the JV as an
objective per se. In some of the interviews the
German side initiated changes to the ownership
structure, the management structure, or both. This
move was usually caused by a lack of resources on
the Chinese side when the capital base of the JV
had to be increased.

Competitiveness. Referring to China's entry into
the WTO, many managers mentioned the
competitiveness of the GCJV. The anticipated
consequences of this entry, such as the reduction
of tariff barriers or the further opening up of the
Chinese economy to foreign firms are expected to
increase the competitive pressure on existing firms

in China. Improving the competitiveness of the
GCJV is thus seen as a necessary preparation for
these changes. When asked about the objectives
of the Chinese side, a representative of the
German side replied:

The whole venture here has been running
since October 1997. By then it was clear to
us that China wanted to enter the WTO.
[...] It was obvious that the country was
increasingly opening up itself to the
outside world and [that it was] trying to
play a bigger role on a global level. [...]
The Chinese firms could become
competitive only by finding a strong
partner with a global profile.

When asked what the Chinese side would expect
to get out of the GCJV, a manager representing
the German side explained:

A good brand! Our company is world-
market leader in this area. That's what
they wanted. On this basis they could
become competitive.

Regarding the use of the performance criteria
mentioned, there were significant differences
between the Chinese and the German JV
partners: whereas German companies evaluated
the JV's performance mainly by using market
criteria, the Chinese companies focused on the
acquisition of technology.

General goal attainment. Limiting the catalogue
of criteria to include only those mentioned above
would risk that objectives followed by one or more
JV partners are only inadequately reflected for (at
least) two reasons: firstly, the number of
interviews carried out was limited and other firms
might use other criteria. Secondly, the
interviewees might (deliberately) not have
mentioned all the criteria that are important to
them. Thus, the use of a further performance
criterion "general goal attainment”, similar to the
suggestions by Beamish (1988) or Geringer &
Hebert (1989), to capture the JV performance
seems warranted. This criterion provides
information regarding the degree to which
companies perceive their specific objectives as
achieved, and therefore somewhat rectifies the
drawbacks mentioned.

5. MEASUREMENT OF PERFORMANCE CRITERIA
As has been shown above, so far no clear
consensus has emerged in literature as to which
criteria should be employed to measure the
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performance of 1JVs. The same holds true for the
question as to how these criteria (once they have
been selected) should be measured. This section
discusses the alternative methods available and
argues for the use of subjective evaluations of
performance criteria by appropriate managers.

5.1. Objective measurement of

performance criteria
The objective measurement of performance
criteria can be carried out by using data from
financial reports, JV contracts or similar
objectively available information such as share
prices. Based on this data various performance
criteria can be calculated (e.g. profitability) or
compiled (e.g. number of changes in ownership
structure). While these indicators can be measured
in an objective way, this method proves difficult
when trying to evaluate the extent to which a
partner firm has acquired technology and/or
know-how. Due to its restriction to a small
number of objectively measurable criteria such as
profitability or the length of existence of the JV,
the objective measurement of performance criteria
has been criticised by researchers (Geringer &
Hebert, 1989).

Additionally, using objectively measurable criteria is
often made difficult by the problem of getting
access to meaningful information: companies may
firstly decide to hold back necessary information,
e.g. if this information is considered to be
"sensitive” (Ramaseshan & Loo, 1998: 445).
Secondly, the data provided by the analysed
companies may have lost its value for measuring
the JV performance due to the firms exploiting
accounting leeway and/or using transfer prices for
tax reasons. A German manager, for instance,
mentioned the extensive use of transfer pricing to
report losses on the balance sheet, which in turn
would allow the GCJV to continue to be eligible for
special conditions granted by the Chinese
authorities. Equally, a representative of the German
Chamber of Commerce pointed out this issue:

The general question usually is “Do German
firms in China earn money? Are they
profitable?” | think that's a difficult question
to answer. Some say that not one company
makes profits in China, which is not possible.
But on the other hand, one has to be
cautious and take into account the various
special conditions offered to foreign firms, in
particular in Special Economic Zones. These
can prevent firms from stating profits after
the first year of operation in order not to lose
those favourable conditions.

The objective measurement of performance
criteria therefore leads to only a few, objectively
measurable, criteria being used, which moreover
might (i) not be accessible to researchers and/or
(i) be limited in their value for assessing the
performance of the 1JV. Geringer & Heber (1991)
and Glaister & Buckley (1998b), for example,
restrict the catalogue of objective measures to the
readily available indicators survival, stability and
duration of an 1JV when they study the
relationship between objective and subjective
performance measures.

5.2.Subjective measurement of

performance criteria
The subjective measurement of the JV
performance refers to the evaluation of the overall
JV performance or one or more performance
criteria by one or more respondents. The
subjective measurement may either have
advantages over the objective measurement or be
the only possible way of assessing the JV's
performance, i.e. if the performance criteria
chosen are not quantifiable, not available, or
subject to manipulation.

Killing (1983) was one of the first researchers
who responded to the criticism levelled at the
objective measurement of JV performance: instead
of using objectively measurable indicators, he
asked JV-partners about their overall satisfaction
with the JV performance. Thus, he used only one
single, general performance criterion.
Subsequently, researchers such as Anderson &
Weitz (1989), Beamish (1988), or Blumenthal
(1990) also employed only one single criterion
in order to measure the performance of JVs; for
example, the general satisfaction of partners with
the goal achievement or the expected stability of
the JV. In order to measure the success of the co-
operation within networks, Beck (1998) employed
the co-operating firms evaluation of the extent to
which their objectives had been met, whereas
Griffith, Hu, & Ryans (2000), used the involved
firms' general satisfaction with the relationship in
order to evaluate the performance of buyer-
supplier-relationships.

Instead of limiting the subjective evaluation to
one overall measure, other authors suggest letting
respondents evaluate various performance
criteria. In these cases managers assess criteria of
which some - at least in principle - could have
also been measured in an objective way
(Demirbag & Mirza, 2000; Glaister & Buckley,
1999; Hébert & Beamish, 1997; Inkpen & Currall,
1997; Lin & Germain, 1998; Newburry & Zeira,
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1999; Saxton, 1997; Sim & Ali, 1998; Yan, 2000).
Glaister & Buckley (1999) measure the
performance of a JV, for instance, by using the
general satisfaction of the partners with the JV,
but let managers also evaluate the relation
between the costs incurred through and the
benefits gained from the JV. This means that it is
no longer the absolute value of specific variables
that is employed; rather, researchers use the
extent to which the values of these indicators
meet or deviate from the partner firms'
expectations. By using subjective evaluation it is
at the same time possible to compensate for
variations regarding the expectations about the
development of certain criteria caused by
situational differences, which impedes comparing
the performance of different JVs: for instance, it
can be assumed that the industry of the 1)V has
an influence on the level of profitability expected
by the JV partners. Comparing the performance of
JVs in different industries using the objective
measures of profitability would thus to a certain
extent compare the “performance of industries”
rather than the performance of individual 1JVs.

Aside from these advantages, the subjective
measurement of IJV performance may also become
necessary because of the lack of objective
measureability of certain criteria. Partner firms
frequently have objectives that cannot easily be
quantified, for example, the goal of “gaining
experience”, which has frequently been mentioned
by managers of German firms in China. The
manager of a GCJV that has been set up because
of the German side's intention to test the
installation delivered by the German HQ explained:

[...] It is written in our contract that we are
allowed to test the equipment. However, |
don't know in how far we are actually able
to evaluate the extent to which we have
done this. It is difficult to measure the
degree to which we have acquired such
knowledge.

Despite its advantages, the subjective evaluation
of JV performance has also been the target of
criticism (see, for example Chen, Farh, &
MacMillan, 1993). Seashore & Yuchtman (1967),
for instance, warn that the measurement of
organisational performance using the perceived
achievement of goals would not be possible: it
would be unrealistic to assume that organisations
have clearly specified and identifiable objectives
which could be used as yardsticks for evaluating
the degree of goal achievement. However, the
authors refer to organisations in general; for the

specific case of 1JVs it can be assumed that they
are only set up because of the explicit, and
therefore identifiable, objectives of the partner
firms. These objectives can thus be used as
yardsticks when evaluating the level of goal
achievement.

More important than the critique of Seashore &
Yuchtman (1967) seems to be the danger that
partner firms have adjusted their initial objectives
to the actual development of the 1}V, e.g. by
reducing sales targets after receiving more
accurate information about the market potential
of the local market. This may lead to 1JVs being
viewed as successful without having achieved
their original aims. The interviews show that this
adjustment had often taken place regarding the
expected sales level of the JV:

There is pressure from the holding
company to become profitable, but so far
we are better than expected and the
pressure is therefore not very strong. We
have so far exceeded our expectations.

O.K the original feasibility study was
utopical. We could have never reached [the
objectives set out in there]. We have thus
adjusted the plan and so far have
exceeded that new plan every year.

The converse situation is also possible: the
original objectives were set to low and have
meanwhile been adjusted to a higher level. If
respondents use the "new" objectives as yardsticks
when subjectively evaluating the performance of
the JV, the performance measured by the overall
achievement of goals will turn out to be lower.

Against the background of this discussion of the
advantages and disadvantages of the objective
and subjective methods of measuring the
performance of 1JVs, we suggest the subjective
measurement to be more adequate for empirical
research. However, in order to use the subjective
measurement researchers first have to decide,
who will be asked to evaluate the performance of
the JV: as principal respondents there are the
managers of the partner firms' headquarters as
well as the managers of the JVs. Since Geringer &
Hebert (1989) could show a significant positive
relationship between the assessment of the HQ
respondents and the assessments of the
representative of the respective partner firm in the
JV, this question seems not to be as crucial. Thus,
researchers might use either. In this study, the JV
managers are used as respondents.
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Within the questionnaire survey carried out, these
managers were firstly asked to evaluate the six
criteria identified above (acquisition of technology
and know-how, profitability, growth, market share,
stability and competitiveness); respondents were
asked to evaluate their satisfaction with the
respective criteria on 5-point Likert-type scales.
Secondly, respondents assessed the extent to
which their side achieved their overall goals. In
order to measure the level of goal achievement a
single item was used taking up suggestions made
in existing research (Beamish, 1988; Blumenthal,
1990; Geringer & Hebert, 1989; Harrigan, 1987;
Inkpen & Birkenshaw, 1994).

6. RESULTS AND DISCUSSION

As outlined above, the performance criterion
acquisition of technology and know-how was
integrated in order to take into account the view
of the Chinese side. Table 1 shows that Chinese
JV partners evaluated the extent to which they
acquired technology and know-how better than
the German firms, although the latter also seemed
to be satisfied. The majority of representatives of
the German partner was satisfied with the
profitability level of the JV (see Table 1).
However, Table 1 shows that Chinese companies
evaluate the profitability of their GCJVs
significantly better than the German JV partners.

Table 1 shows that the satisfaction with the
growth of the GCJVs was evaluated as high by
the German as well as the Chinese side, although
the Chinese side seems to be more - albeit not so
on a significant level - satisfied than the German
side. The average level of satisfaction of the
respondents with the market share of the JV was
above the theoretical mean value of 3 (see Table
1). The representatives of Chinese partner firms
showed a higher level of satisfaction with the
market share of the GCJV than their German
counterparts, although this difference was not
statistically significant.

Stability was used because interviews showed
that the Chinese side in particular frequently uses
this JV specific performance criterion to evaluate
the performance of the venture. It can be seen
from Table 1 that Chinese companies view their
JVs as more stable than the German firms view
theirs. Similarly, Table 1 shows that Chinese firms
evaluate the competitiveness of their JV
significantly better than German JV partners.

Table 2 shows the partners' evaluation of their
overall goal achievement. The descriptive results
reveal that the German as well as the Chinese
sides' representatives are on average satisfied with
the extent to which they achieved their goals.
Table 2 also demonstrates that the Chinese sides'
representatives see their goals as achieved on a
significantly higher level than the German sides'
representatives.

TABLE 1. EVALUATION OF JV PERFORMANCE: GERMAN-CHINESE COMPARISON

Satisfaction’
Mean Value (MV)

Performance criteria German side Chinese side Difference

(N=76) (N=34) (A)
Acquisition of technology- and know-how 3.58 394 0.36
Profitability 316 353 037*
Growth 3.29 3.71 0.42
Market share 314 344 0.30
Stability 3.29 3.85 0.56**
Competitiveness 3.54 3.85 0.31**
' Values: 1 = “low level of satisfaction" to 5 = "high level of satisfaction”.
*p<0.05 ** p<0.01

TABLE 2: LEVEL OF GOAL ACHIEVEMENT: GERMAN-CHINESE COMPARISON
General goal achievement
Mean Value (MV)'
German side Chinese side Difference

(N=76) (N=34) (A)

Level of overall goal achievement 322 347 0.25*

' Values ranging from 1 = low degree of goal achievement to 5 = high degree of goal achievement

*p<0,05; ** p<0,0T; tTest.
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TABLE 3: JV PARTNERS' GOALS AND THEIR ACHIEVEMENT

General goal achievement
Mean Value (MV)'

Goals pursued by partner firm German side Chinese side
(multiple responses possible) (N=76) (N=34)
Acquisition of technology- and know-how 4.00 (N=2) 3.60 (N=20)
Profitability 3.22 (N=18) 3.29 (N=7)
Growth 3.00 (N=44) 3.36 (N=14)
Market share 3.22 (N=54) 3.08 (N=12)
Stability 3.80 (N=5) 3.67 (N=3)
Competitiveness 2.82 (N=11) 3.20 (N=5)
' Values from 1 = “low degree of goal achievement” to 5 = "high level of goal achievement”

A more detailed insight into the goal achievement
of German and Chinese JV partners is offered by
Table 3: it shows the perceived level of goal
achievement in combination with the
predominant goal of the respective JV partner.

On the German side, companies that hoped to
achieve the acquisition of technology and know-
how perceived were very satisfied with their goal
achievement. However, this result is based on only
two German firms (2.6%) that stated the
acquisition of market knowledge as their goal.
Companies that were interested in profitability saw
their goals achieved on an average level. The
majority of German firms were interested in
gaining market share (N=54; 75%) and the
growth of the GCJV (N=44; 61%): these firms also
evaluated the level of their goal achievement as
average (MV=3,22 and. MV=3,00). Firms that
were interested in having a stable GCJV with the
Chinese side viewed this aim as highly achieved
(MV=3,80). The basis for this value, however,
consists of only five (7%) German companies.
Finally, German firms that were predominantly
interested in improving their competitiveness
reported a below-average level of goal
achievement (N=11; 15,2%; MV=2,82).

The Chinese firms were in most cases interested
in the transfer of technology and know-how
(N=20; 58,8%) as well as in an increase in the
market volume of the JV (N=14; 41,2%):
companies that were interested in acquiring
modern technologies and management-know-how
regarded their goals as to a high degree achieved
(MV=3,60). Those Chinese companies that were
mainly interested in a high level of profitability
reported a comparatively lower degree of goal
achievement (N=7; 20,6%; MV=3,29).
Furthermore, Chinese firms that tried to achieve
growth (N=14; MV=3,36), a larger market share
(N=12; 35,3%; MV=3,08) and/or an improvement

of competitiveness (N=5; 14,7%; MV=3,2), viewed
the level of their goal achievement as only
average. Chinese partner firms that mentioned
stability of the GCJV as their objective saw their
objectives as to a large extent achieved
(MV=3,67), although this aim was pursued by only
three (8,8%) of the Chinese firms included.

A correlation matrix of the performance criteria
identified in the interviews, i.e. excluding the
overall level of goal achievement, showed strong
correlations between some of the items. This
offered the possibility to identify major
components of the JV performance by using
statistical methods aimed at reducing the
dimensions. This was also seen as a way to reduce
the complexity of using the measures in future
empirical studies. Thus a factor analysis was
carried out using the principle component method
with a subsequent varimax-rotation to allow for
an interpretation of the data. The following
prerequisites for employing factor analysis were
tested (see Backhaus, Erichson, Plinke, & Weiber,
2000: 266-270): (a) the inverse of the correlation
matrix was a diagonal matrix; (b) Bartlett's
criterion was 564,2 (p<0,001); (c) the anti-image
covariance-matrix also was a diagonal matrix; (d)
the measure of sampling adequacy (MSA)
according to Kaiser-Meyer-Olkin was 0,866 and
can thus be seen as "meritorious”. Only factors
with eigenvalue greater than 1 were extracted.
The two components and their underlying
dimensions are shown in Table 5.
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TABLE 4: FACTOR ANALYSIS: UNDERLYING DIMENSIONS OF THE PERFORMANCE OF GCJVS

Principal
components
1 2
Acquisition of technology and know-how 384 721
Profitability .904 222
Growth .879 3T
Market share .786 197
Stability 527 879
Competitiveness 077 .693

Extraction method: principal component method
Rotation method: Varimax with Kaiser standardisation

TABLE 5. PERFORMANCE CONTRUCT VALUES FOR GERMAN AND CHINESE PARTNER FIRMS

Performance'
Mean Value (MV)

German side Chinese side Difference
(N=76) (N=34) ()
Short-term performance 3.22 3.56 0.34**
Long-term performance 344 3.95 0.51**

' Values from 1 = “low performance” to 5 = "high performance”.

* p<0.05; ** p< 00l

The identified components can be distinguished
by the time-horizon reflected in them. Short-term
performance combines the three criteria
profitability, growth and market share
(Cronbach's Alpha 0,89%). The construct
“long-term performance” comprises the
performance criteria "acquisition of technology
and know-how", “stability of the JV", and
“competitiveness” (Cronbach’s Alpha 0,81). This
classification corresponds to the suggestion of
Anderson (1990: 20): She sees “marketing
measures of performance”, such as growth or
market share, as well as “financial measures of
performance”, such as profitability as
performance criteria reflecting a short-term
orientation of JV partners; the performance
criteria competitiveness, acquisition of technology
and know-how, and stability of the JV on the
other hand would reflect a long-term perspective.

Table 5 shows the descriptive results regarding
the identified constructs of JV performance.

It is interesting to notice that the Chinese JV
partners evaluate the performance of their JV
significantly better than the German side. This
result corroborates the evidence of a study by Yan
(2000), who found that Chinese companies

evaluate the performance of their JVs on average
higher than foreign companies.

Additionally, German managers evaluate the long-
term performance more favourably than the short-
term performance (see Table 5). This supports
anecdotal evidence and the opinion of many
interviewees, according to which any engagement
in the PRC requires foreign companies to take a
long-term view, and foreign investors should not
hope for quick returns on their investment.

7. CONCLUSION

This paper has identified a set of performance
criteria on the basis of interviews with German and
Chinese managers of GCJVs in the PRC. The six
criteria identified are profitability, market share,
growth, acquisition of technology and know-how,
stability of the JV, and competitiveness. To this
catalogue was added the general goal achievement,
to account for objectives not mentioned during the
interviews and//or for potentially existing "hidden
agendas" of partner firms.

A comparison of the alternative ways to measure
performance criteria has led to the conclusion that
the subjective evaluation of performance criteria by
JV managers is preferable to the use of an objective

? According to Nunnally (1978) a Cronbach's Alpha of 0.70 provides an acceptable level of reliability. In general, however, a value

of 0.60 is regarded as acceptable (Fey & Beamish, 2000).
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measurement. This choice was based on the fact that
an objective measurement of performance criteria
might lead to a predetermined restriction to a few,
objectively measurable criteria, which additionally
might not be available to researchers or limited in
their value for measuring 1)V performance, or both.
We used the criteria identified during the interviews
to measure the performance of GCJVs within a
large-scale questionnaire survey. This allowed for
carrying out a factor analysis that resulted in the
classification of the criteria according to whether
they reflected a short- or long-term perspective of
1)V partners. The results thus empirically support the
suggestions made in extant literature by authors
such as Anderson (1990).

The two identified performance constructs can be
used in further empirical studies that require
measuring the performance of 1JVs. However, this
study has focussed on GCJVs and the
performance criteria identified during the
interviews might thus be predominantly
applicable to this constellation due to specific
motivations etc. of firms from these countries.
Future research should analyse the performance
criteria used by managers in 1JVs in other
countries and/or in 1JVs with partner companies
from other countries.

Finally, the results of this study are similar to
those of Yan (2000), in as far as they have
demonstrated the sometimes significant
differences in partners' assessment of 1JV
performance. Future research should take this a
step further by analysing how these differences in
partners' assessment of 1]V performance affect the
interaction between the partners, or other key
issues such as the level of trust or control in 1JVs.
Such research efforts could be based on
theoretical strands such as exchange theory or
organisational justice theories.
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