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Tiivistelma

Kansainvilisen yhteisyritykseen (IJV) liittyvid teemoja on viime vuosikymmenina
tutkittu runsaasti. Tastd huolimatta, on vain vihdn ymmarrystd miksi moni-
kansalliset yritykset valitsevat tietyn lakkauttamismuodon ja mitka ovat taman va-
linnan seuraukset. Viitoskirjan tavoitteena onkin tutkia IJV:n lakkauttamismuo-
don valintaan vaikuttavia tekijoitd sekd sen vaikutuksia emoyrityksen arvon-
luontiin.

[JV:n lakkauttamismuotoja ovat mm. yritysosto, likvidointi ja myynti. TAma vai-
toskirja on yksi ensimmaisistd tutkimuksista, joka tarjoaa kokonaisvaltaisen ku-
van lakkauttamismuotoihin vaikuttavista tekijoista. Tutkimuksen kisitteellinen
malli hyodyntia transaktiokustannusteoriaa, reaalioption nikemysta ja resurssi-
pohjaista nikemystd IJV:n muodostamisen motiiveista ja tekijoistd neljilla ta-
solla: yhteisyrityksen, emoyrityksen, partnerien vilisen ja isdntdmaan. Lisaksi
viitoskirjassa tutkitaan tiettyjen lakkauttamismuotojen vaikutusta emoyrityksen
arvonluontiin seki isdntdmaa-tason tekijoiden moderoivaa vaikutusta tdhan suh-
teeseen.

Tutkimustulokset pohjautuvat 105, vuosina 2000—2020 lakkautettuihin kansain-
vilisiin yhteisyrityksiin, joiden padkonttori on Pohjoismaissa (Tanskassa, Suo-
messa, Norjassa ja Ruotsissa). Tilastollisina analyysimenetelmina kaytettiin
regressioanalyysia.

Tutkimustulokset antavat vain osittaista tukea IJV:n perustamismotiivien, kuten
markkina-, tehokkuus- ja strategisen omaisuus- hakuisuuden, vaikutuksesta
yritysoston valintaan IJV:n lakkauttamismuotona. Emoyritystason vaikuttavista
tekijoistd havaittiin kulttuurisen etidisyyden ja enemmistéomistajan aseman lisiaa-
vat mahdollisuuksia yritysoston valintaan IJV:n lakkauttamismuodoksi. Sen si-
jaan tasaomistus IJV:ssa lisdsi todennakoisyytta valita lakkauttamismuodoksi
IJV:n myynnin. Yritysoston valintaa lakkauttamismuodoksi preferoitiin yhteisyri-
tysten ollessa hyvin menestyneita seka ialtaan vanhempia. Sen sijaan partnereiden
valiset ristiriidat, isintamaahan liittyva poliittinen riski ja heikko immateriaali-
oikeuksien suoja lisasivit likvidoinnin valintaa lakkauttamismuodoksi. Lisdksi
vain isdntdmaan poliittisella riskilld ja immateriaalioikeuksien suojalla todettiin
olevan tilastollisesti merkitsevd moderoiva vaikutus IJV:n lakkauttamismuotojen
ja emoyrityksen arvonluonnin viliseen suhteeseen. Viitoskirjan tutkimustulokset
tuovat teoreettista ja empiirisista kontribuutiota seki johdattavat mielenkiintoi-
siin jatkotutkimusehdotuksiin.

Asiasanat: Kansainvilinen yhteisyritys, arvonluonti, lakkauttaminen, likvidointi,
myynti, yritysosto
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Abstract

The trends in international joint venture (IJV) establishment have attracted
considerable research attention in recent decades. However, IJVs are not always a
panacea for multinational enterprises’ (MNESs’) competitive woes, as evidenced by
the high termination rate of IJVs. Although the existing literature has focused on
the termination of IJVs, there is only limited research on why MNEs choose a
particular termination mode (TM) and the consequences of that choice. Therefore,
this dissertation aims to study the determinants of the choice of TM for IJVs and
to test the influence of particular TMs on parent-firm value creation (VC).

An IJV may be discontinued by one of several forms of TM. This dissertation is one
of the first studies to provide a holistic view of the determinants of the choice of
TM for an IJV, such as acquisition, liquidation, and sell-off. The study’s conceptual
model draws on transaction cost theory, the real-option view, and the resource-
based view to address IJV formation motives and factors at four levels: the 1JV, the
parent firm, inter-partner, and the host country (HSC). Further, the current
research examines the impact of certain TMs on parent-firm VC and analyzes the
moderating role of HSC-level factors on that impact.

This study tests the hypotheses using multinomial logistic regression and linear
regression on its sample of 105 IJVs headquartered in Nordic countries (i.e.,
Denmark, Finland, Norway, and Sweden) that were terminated between 2000 and
2020. The results reveal only partial support for the impact of market-, efficiency-
and strategic asset-seeking IJV formation motives on the acquisition TM choice.
Among the parent-firm-level determinants, the perceived low cultural distance
and majority ownership position were found to intensify the chance that Nordic
MNEs would choose to acquire their IJVs, while an equal ownership position in an
IJV heightens the chance of adopting the sell-off TM choice. Among IJV-level
factors, high performance and mature age were associated with the preference for
the acquisition TM choice. Additionally, inter-partner conflicts are positively
related to the liquidation TM choice, while HSC political risk and weak IPR
protection enhance the chance of the liquidation TM being chosen. Further, of the
hypotheses explaining the impact of IJV TM choices on parent-firm VC, only the
moderating effect of HSC political risk and intellectual property rights protection
was statistically significant. This dissertation’s findings offer theoretical and
empirical contributions and propose exciting future research directions.

Keywords: International Joint Ventures, Value Creation, Termination,
Liquidation, Sell-off, Acquisition
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1 INTRODUCTION

This chapter provides an overview of the dissertation. First, the background of the
study is discussed, stressing the significance of the research phenomena. Then the
chapter specifies the research gaps and accentuates the novelty and importance of
the research. The chapter also addresses the research question and includes a
discussion of the research objectives. Further, the scope of the research and study
delimitations are discussed to delimit the study context and establish the
applicability of the findings. Then, the chapter identifies the positioning of the
study in relation to the current body of knowledge and the expected contributions
of the dissertation. The chapter ends by providing definitions of the key concepts
and an explanation of the structure of the dissertation.

1.1 Background of the study

In recent decades, the competitive environment has expanded owing to the
proliferation of regional trading, technological advances, and the macro-trends of
globalization. The outcome has been an increasing drive for firms to
internationalize (Beugelsdijk et al., 2018; Seifert Jr & Machado-da-Silva, 2007).
The choice of entry mode is an important decision in the process of
internationalization and has received significant attention from many scholars
(Herrmann & Datta, 2006; Mariotti et al., 2021; Morschett et al., 2010). Entry
modes are frequently classified into three categories: export, contractual
agreement, and foreign direct investment (FDI) (Pan & Tse, 2000).

The 2022 United Nations Conference on Trade and Development (UNCTAD)
report shows that FDI has increased steadily over the past four decades, but there
have been some troughs. The total value of FDI in 2020 was USD 39,246.2 billion,
and Figure 1 illustrates the increase in Global FDI tendencies from 1980 to 2020.
Although the evolution of both flow and stock lines is reciprocal, the decrease in
FDI outward flow during that period is undistinguished. However, two discernible
and growing changes in FDI flow are worthy of attention. First, the increase in
1998—2000 was driven by global economic and political changes. Such changes
include the 1998 Russian financial crisis, the 1998—2000 Eritrean-Ethiopian War,
and the growth of the European Union in the international arena. Hence, to secure
positions in both international and national markets, multinational enterprises
(MNEs) internationalized their operations. The second important rise was
reported between 2005 and 2007, followed by a decline associated with the 2007—
2008 global financial crisis.



2 Acta Wasaensia

Foreign direct investment outward stock has also increased over the past four
decades. However, after the gradual growth of 1980-2000, two periods were
characterized by a significant rise followed by a decline. First, the period between
2005 and 2007 is conditioned by the aforementioned financial crisis. The total
value of FDI outward stock has dropped by USD 3,224.83 million but had almost
completed its recovery one year later. The second significant increase and
consequent decline was reported in 2016—2017 when the total value dropped by
USD 1,632.74 million. Hence, the decrease is associated with the 2017—2018 North
Korea crisis. However, similarly to the aforementioned decline, FDI outward stock
had recovered to the previous level by the end of the following year.

45000
40000
35000
30000
25000
20000
15000
10000

5000

e F|OW e Stock

Figure 1. Foreign direct investment: outward flows and stock 1980—2020 in
USD billions (Adopted from UNCTADStat, 2022).

Past international business (IB) studies have primarily classified two types of
FDIs: wholly-owned subsidiaries (WOSs) and IJVs. The former are units almost
solely owned by MNEs with an equity level of more than 90% (Ogasavara &
Hoshino, 2008). In contrast, an IJV is a unit with two or more partners, each
owning between 10 and 90% (Bowe et al., 2014; Hennart, 1988). The popularity of
IJVs has been described in prior studies (e.g., Ali & Khalid, 2017; Bener & Glaister,
2010; Mesquita, 2016; Nemeth & Nippa, 2013). Over the past four decades, an
increasing number of MNEs have formed IJVs, spurring the trend of IJV
establishment discussed by both managers and academics (Reuer & Tong, 2005;
Mesquita, 2016; Meschi, Norheim-Hansen, & Riccio, 2017; Parameswar & Dhir,
2019).
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Although 1JVs are perceived as a popular organizational form, they are not a
panacea to redress MNEs’ competitive constraints, including resource limitations,
rising investment risks and costs, and external uncertainty in target markets
(Kauser & Shaw, 2004; Luo, 2007b). This statement goes along with the findings
of high termination rates of IJVs (Mata & Portugal, 2000; Meschi et al., 2017;
Nippa & Beechler, 2013). Past IJV studies reported termination rates of up to 85%
(e.g., Auster, 1987; Mata & Portugal, 2015; Meschi et al., 2017; Polidoro et al., 2011)
and stressed the impact of termination on MNEs’ VC (Reuer, 2001; Ushijima &
Iriyama, 2015).

The current body of knowledge distinguishes three forms of TM for an 1JV: (1)
buying out the stakes of the partner and thus converting the IJVs to a WOS (i.e.,
the acquisition TM); (2) closing down the IJV (i.e., the liguidation TM), and (3)
selling the stakes to partners or third parties (i.e., the sell-off TM) (e.g., Nemeth &
Nippa, 2013; Park & Ungson, 1997). The choice of TM for an IJV is a significant
strategic decision for an MNE owing to the clear conceptual differences between
the TM options and the consequent impact on the parent firm (Hennart et al.,
1998). In particular, the decision has a wide range of implications for foreign firms
and the HSC of the IJV. Those effects include an impact on profitability, business
reputation, HSC competition level, and employment ratio (Bichescu & Raturi,
2015; Chang & Singh, 1999).

1.2 Research gaps

The investigation of the termination of a joint venture (JV) originated in 1984
when Duhaime and Grant (1984) identified the divestment of a JV as a separate
phenomenon rather than an element of instability. Although researchers have
studied the role of termination in the IJV life cycle for the past 40 years (Makino,
Chan, Isobe, & Beamish, 2007; Tsang & Yip, 2007; Pattnaik & Lee, 2014; Brown &
Panibratov, 2016; Panibratov & Brown, 2018), gaps remain in our understanding
of the determinants of the TM choice for an IJV and the consequent impact on
parent-firm VC. First, there is an accumulated body of wide-ranging knowledge on
the determinants of termination modes for an IJV (Hyder & Eriksson, 2005;
Pangarkar, 2009; Si et al., 2019; Xu & Lu, 2007). Past IB studies reported factors
enhancing or reducing the probability of an IJV being subject to termination
(Kogut, 1989; Lu & Hébert, 2005) and often compared termination with survival
(Konara et al., 2020; Ogasavara & Hoshino, 2008). However, the factors affecting
the specific TM choice were investigated relatively scarcely.
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Second, prior IB research isolated and investigated the VC potential of foreign
divestment (FD). This value should not be overlooked since it often determines the
future operation options available to firms in HSCs and also their re-entry options
(Arte & Larimo, 2019; Dai et al., 2017). For example, the influence of subsidiaries’
sell-off was reported to create stock market reactions that were both negative
(Comment & Jarrell, 1995; Owen et al., 2010) and positive (Clayton & Reisel, 2013;
Kiymaz, 2006). Furthermore, liquidations of foreign units were also found to
negatively impact parent-firm value (Bates, 2005; Tsetsekos & Gombola, 1992),
although that impact might also be positive (Skantz & Marchesini, 1987). These
investigations constitute a particular interest in the impact of divestment on MNE
VC. However, in IJV termination research, the impact of a particular TM on
parent-firm VC has rarely been studied (e.g., Kumar, 2005; Reuer, 2000).
Although some past articles emphasize that the choice of TM for an IJV is a
significant factor in the relevant MNE’s performance (Chung & Beamish, 2012),
most existing research has focused on the future actions within the company rather
than evaluating the impact of the choice of TM for an IJV on parent-firm VC.
Additionally, particular forms of TM for JVs were reported to impact MNE
restructuring (Ushijima & Iriyama, 2015) and further its operations in the target
markets (Ito, 2009). It is also important to note that recent studies have called for
enhancing our understanding of how a particular IJV TM impacts the parent-firm
VC (Nippa & Reuer, 2019). Although several attempts have been made to unpack
the significance of this potential, the past articles mainly focused on domestic JVs
(e.g., Ushijima & Iriyama, 2015) or only one TM (e.g., Meschi, 2005). Therefore,
the fundamental question of the extent to which the particular TM applied to an
IJV increases or decreases its parent firm’s value remains unanswered and merits
further investigation.

Thirdly, there is a paucity of research on Small and Open Economies (SMOPECs)
in the IJV termination literature. Prior IJV termination research has actively
focused on the large developed home countries (HMC), including Japan
(Belderbos & Zou, 2009; Chung et al., 2010; Dai et al., 2013; Dhanaraj & Beamish,
2009; Sartor & Beamish, 2020), the USA (Kim & Kim, 2018; Konara et al., 2020;
Reuer & Tong, 2005; Steensma et al., 2008) and less often on developing
countries, such as China (Duanmu & Lawton, 2021; Lu & Xu, 2006; Si et al., 2019).
These countries are characterized by their companies being larger than average,
usually because they have grown within the large domestic market before entering
any foreign ones. However, with a few exceptions (e.g., Benito, 1997; Wang &
Larimo, 2017), the termination of IJVs in SMOPECs has been under-researched.
Owing to the small size of home markets, MNEs from SMOPEC regions
internationalized at the early stages of their development (Gabrielsson et al.,
2016). It has been argued that, compared to the MNEs from developed countries,
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firms from a SMOPEC often lack bounteous resources at the early stages of
development (Narula, 2012). Therefore, firms from this region quite frequently
rely on an IJV to foster internationalization (Benito et al., 2002), which makes
SMOPEC-origin MNEs a particularly interesting population for this study.

Accordingly, this dissertation addresses the influence of the formation motives of
IJVs and multi-level factors on the range of choices of TM for IJVs (i.e., sell-off,
liquidation, and acquisition) and the subsequent effect on MNE VC (positive and
negative). Other IJV termination forms, including equity carve-out, leveraged buy-
out, partial sell-off, and spin-off, lie beyond the scope of this dissertation since they
constitute partial termination. Further, this dissertation groups the determinants
into factors on four levels (i.e., IJV, parent firm, inter-partner, and HSC) and IJV
formation motives. However, past studies have also reported factors associated
with HMC and IJVs’ operational sphere (e.g., Dussauge et al., 2000; Nyuur &
Debrah, 2014a; Rittippant & Rasheed, 2016; Soule et al., 2014). Due to the possible
overlap between determinants of HMC and host country (HSC) as well as of
industry and parent firm, this dissertation does not focus on HMC and industry-
level factors.

1.3 Research questions and objectives of the study

The preceding debate on research gaps surrounding IJV termination steers the
direction of the current study. The general objective of the dissertation is to
investigate factors explaining the choice of IJVs’ TM and the subsequent effect of
the TM choice on MNE VC. Accordingly, the main research question of the study
is:

What are the determinants and Nordic parent firms’ value creation
potential of international joint ventures’ termination mode choice?

The main research question is approached via the following two sub-questions:

(1) What is the impact of IJV formation motives and multi-level factors (i.e.,
firm, IJV, inter-partner, and host-country factors) on the choice of TM for IJVs
of Nordic MNEs?

(2) What is the impact of the choice of TM for IJVs on Nordic MNE VC, and
how do host country factors moderate that impact?
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1.4 Scope and positioning of the study

This dissertation is framed by the real-option view (ROV), the resource-based view
(RBV), and transaction cost theory (TCT) and contributes primarily to IJV
termination research focusing on the sell-off, liquidation, and the acquisition TMs
and the subsequent impact on MNE VC.

The investigation of FD started with Boddewyn’s (1983) pioneering work.
Boddewyn determined FD (i.e., foreign investment termination) as the inverse of
the eclectic paradigm initially proposed by Dunning (1977). Although FD was
relatively quickly defined as a separate phenomenon, the concept of IJV
termination was neglected for some time. Instead, the termination of IJVs was
addressed as either an element of instability or as survival (i.e., the inability to
survive as a sign of an IJV’s failure) (Inkpen & Beamish, 1997; Lu & Xu, 2006).
This attitude is surprising as the conceptualization of JVs as a separate
phenomenon rather than the element of instability, and further development with
an international sample was performed in the late 1990s (Duhaime & Grant, 1984;
Gomes-Casseres, 1987).

The influence of the TM choice for IJVs on parent-firm VC was studied even less.
Although the first articles focused on how the stock market reacts to FD were
published in the 1980s (e.g., Alexander et al., 1984; Hearth & Zaima, 1984;
Rosenfeld, 1984), the impact of IJVs’ termination, and particularly of the chosen
TM, has mainly been overlooked in prior research. It should also be mentioned
that some studies deliberately excluded JVs (e.g., Prezas & Simonyan, 2015) or
focused on local termination (e.g., Ushijima & Iriyama, 2015). As far as the author
is aware, only four articles investigate the influence of sell-offs, liquidations, and
acquisitions of IJVs on MNE VC; among those, two focus on one TM (Meschi,
2005; Reuer, 2001), one contrasted 1JVs’ divestment and acquisition (Kumar,
2005) and only Reuer (2000) investigated the effect of all three TMs on the VC of
parent-firm from developed countries.

Figure 2 illustrates the research positioning of the study. The RBV has been used
in FDI studies (Barkema & Vermeulen, 1997; Hennart & Park, 1993; Slangen,
2013; Slangen & Hennart, 2008). However, the application of theory in 1JV
termination research has to date, been very limited. The theory posits that the
decision to establish an IJV is driven by the opportunity to access partner
resources and knowledge relating to a local market (Ito, 2009). Nevertheless, an
MNE’s strategy may change in the course of an IJVs’ operations, and thus, the
necessity to maintain the IJV evaporates (Cui et al., 2011). Empirical studies on the
determinants of TM choice for IJVs employing RBV theory include articles by Cui
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et al. (2011), Dussauge et al. (2000), and Dussauge and Garrette (1997). Meschi
(2005) also used the RBV lens to examine how much the TM choice for an IJV (i.e.,
sell-off) affects stock market reactions.

Reuer (1998)
Konara et al. (2020)

Transaction cost theory

Real option view

Blodgett (1991)
Park & Russo (1996)

Kogut (1991
Park & Ungson (1997) / Folta & hﬁﬁ; Ezg(p;

Hennart et al. (1998)
Mata & Portugal (2000) Kumar (2005)

Reuer (2001) Belder_bos & Zou (2009)
Dhanaraj & Beamish (2004) Cui & Kumar (2012)
Song (2014)

Dhanaraj & Beamish (2009)

Dan & Zondag (2016) . &\\\\\% Rittippant & Rasheed (2016)

Meschi (2005)
Ito (2009)

Dussauge & Garrette (1997) Cuietal. (2011)
Dussauge et al. (2000)

Present study

Resource-based view

Figure 2. Theoretical positioning of the study.

Transaction cost theory has been employed to explain the determinants of the TM
choice affecting IJVs, but the number of studies is still relatively small. The theory
posits that the formation of IJVs is directly related to the cost of production and
transaction in the target markets. The potential for low cost increases the
attractiveness of markets (Mata & Portugal, 2000) and vice versa (Nyuur &
Debrah, 2014). Existing studies have also used TCT to explain the particular choice
of TM and stress that the choice is directly influenced by the increased/decreased
cost of transactions (including monitoring and control costs) (Konara et al., 2020;
Park & Ungson, 1997). Empirical articles that used TCT to investigate the
determinants of TM for IJVs include Dhanaraj and Beamish (2004, 2009), Konara
et al. (2020), Mata and Portugal (2000), Park and Russo (1996), and Park and
Ungson (1997). However, only Reuer (2001) has applied TCT to investigate the
influence of IJV acquisitions on parent-firm value.

Past IB studies have used ROV to explain the influence of changes in
microeconomics and macroeconomics on the decision of managers to terminate
IJVs (Rittippant & Rasheed, 2016; Song, 2014a). According to the theory, MNEs
run foreign units to keep options open (Damaraju et al., 2015; Li et al., 2007).
However, once the market signals improving or declining opportunities, the option
to terminate IJVs should be actioned (e.g., Iriyama & Madhavan, 2014). Although
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ROV was quite often applied in prior research, the majority of the articles
investigated the conversion of IJVs to WOSs (Folta & Miller, 2002; Kogut, 1991),
and fewer studies focused on the sell-off or the liquidation TMs (Cui & Kumar,
2012). Additionally, based on the ROV, Kumar (2005) illustrated the role of HSC
environmental signals on the influence of IJVs’ divestment/acquisition on MNESs’
VC.

It is also worth mentioning that some studies use more than one theory to measure
the influence of the determinants on IJV TM choice. Reuer (2000) accentuated
that “.. no single theoretical perspective is likely to explain the diverse valuation
implications of IJV dynamics for parent-firm.” This notion aligns with the work
of Nemeth and Nippa (2013), who urged future studies to employ two or more
theoretical rationales to obtain clearer insights into the 1JV exit research. Theory
combination was associated with several benefits providing an exciting
opportunity for the investigation of TM choice for an IJV. Although the
combination of theories has been previously used in this investigation, only a few
studies have analyzed the topic through the prism of three or more theoretical
approaches (e.g., Chang & Singh, 1999; Villalonga & Mcgahan, 2005).

In the context of this dissertation, employing TCT, the ROV, and the RBV reflects
the benefits they bring. For example, since the key concept of TCT is the change of
the costs associated with running and maintaining international units, the existing
research managed to measure the impact of endogenous determinants (i.e., I[JV
and parent-firm-level factors) of TM choice for IJV (Konara et al., 2020; Park &
Russo, 1996; Steensma & Lyles, 2000). However, past studies could not holistically
analyze exogenous aspects (i.e., HSC-level factors) and parent firm VC via a TCT
lens. Furthermore, the ROV is associated with a high explanatory power of how
exogenous determinants influence the TM choice for IJVs as the core construct of
the theory states that MNEs’ actions in an HSC are determined by market signals
(Kogut, 1991; Reuer & Tong, 2005; Talay & Akdeniz, 2009). Consequently, this
logic would not be applicable to exogenous determinants and can only partially
explain how the TM of an IJV influences parent-firm VC. Moreover, several studies
emphasized the explanatory power of the RBV in the context of an investigation of
endogenous determinants of TM choice for an IJV (Cui et al., 2011; Dussauge et
al.,, 2000). That power relies on the theory holding that an MNE’s choice of a
particular action is driven by the parent firm’s resource availability. Additionally,
since prior research on how TMs for IJVs influence MNE VC is rather limited, the
RBV can only partially explain the influence (e.g., Meschi, 2005). However, it
should be mentioned that the theory was more often used in the FD research field,
and several studies applying the RBV report that FD affects parent-firm VC (Berger
& Ofek, 1995; Wright & Ferris, 1997).
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It should also be mentioned that this dissertation employs the combined
arguments from TCT, the ROV, and the RBV to explain the influence of the IJV-
level factor and IJV formation motives on TM choices for IJVs. First, a theoretical
discussion of IJV-level factors (i.e., IJV age and IJV performance) with an
influence is elicited from the combined argumentation of the theories mentioned
above. Existing research establishes the predictive ability of TCT, the ROV, and the
RBV (Villalonga & Mcgahan, 2005). In combination, the theories could offer an
effective tool to explain how IJV-level factors influence the TM choice for IJVs.
This notion is in line with the existing literature measuring IJV-level factors via
TCT (Dussauge et al., 2000; Mata & Portugal, 2000, 2015), ROV (Belderbos & Zou,
2009; Mata & Freitas, 2012; Rittippant & Rasheed, 2016), and the RBV (Cui &
Kumar, 2012; Dussauge et al., 2000; Mata & Portugal, 2015). Secondly, although
existing studies discuss the role of IJVs’ formation motives in IJV termination
(Makino et al., 2007) and also stress their impact on post-IJV termination
interaction (Parameswar et al., 2018), there are no articles linking the IJV
formation motive with a particular TM. Therefore, the core arguments from TCT,
ROV, and the RBV were adapted to provide solid theoretical reasoning explaining
the impact of IJV formation motives on the choice of TM for 1JVs.

1.5 Contributions and delimitation of the dissertation

The present study contributes to the existing literature in the following ways. First,
this dissertation is one of the first to investigate the determinants of the choice of
TM for IJVs using a comprehensive sample of three TMs (i.e., acquisition,
liquidation, and sell-off) and their subsequent influence on MNE VC. As shown in
Figure 3, prior articles have studied IJVs’ termination, but almost all analyze the
impact of the determinants of survival versus termination (Chang & Singh, 1999;
Mata & Portugal, 2000; Ogasavara & Hoshino, 2008). It should also be mentioned
that the existing research has focused on one TM (Blodgett, 1991; Folta & Miller,
2002; Kogut, 1989b; Puck et al., 2009), those studies did not differentiate between
sell-off and liquidation (in that they investigated divestment in general) (Dan &
Zondag, 2016; Dhir & Sushil, 2017; Lampel & Shamsie, 2000; Olk & Young, 1997),
and they compared the divestment and acquisition of IJVs (Konara et al., 2020;
Park & Russo, 1996; Rittippant & Rasheed, 2016). Additionally, as already stated,
no study has investigated the determinants of IJV acquisitions, liquidations, and
sell-off and how those modes influence MNE VC within the same research design.
Since there are tangible differences between TMs in both conceptualization and
implications (Hennart et al., 1998), it is important to study the holistic sample of
terminated IJVs. Therefore, the first contribution of the dissertation would be to



10 Acta Wasaensia

study the determinants of the choice of TM for 1JVs with an extensive sample of
terminated IJVs.

Second, this work increases our understanding of the TM options for IJVs by
analyzing the determinants via the prism of three theoretical rationales: the RBV
(Barney, 1991), ROV (Fischer, 1930; Kogut, 1983, 1984), and TCT (Coase, 1937;
Williamson 1975, 1985). The aforementioned theories have been validated
empirically as the main theoretical constructs in investigating the determinants of
the TM options for IJVs (Hennart & Zeng, 2002; Mata & Portugal, 2000; Mohr et
al., 2020; Reuer, 1998). Additionally, although past studies reported TCT, the
ROV, and the RBV offer complementary rather than competing predictions (Chang
& Singh, 1999; Villalonga & Mcgahan, 2005), the theories have never been used to
investigate the factors of the choice of TM for IJVs on an extensive sample of
terminated 1JVs. Therefore, the second contribution of the dissertation is to verify
hypotheses on the theoretically pluralistic model combining TCT, ROV, and the
RBV to explicate how certain determinants affect the choice of TM for IJVs.

Focus of the previous research

Multilevel IV Survival vs

. L Value Creation
Determinants Termination

Focus of the current research

Exogenous
determinants

JV Survival vs
Termination

Multilevel
Determinants

r > Value Creation

Figure 3. Comparison of the focus of previous and current research.

Third, this study also extends the previous research on the determinants of IJVs’
termination by grouping them into factors on four levels: 1JV, the parent firm, the
host country, and the inter-partner. The majority of previous articles have studied
determinants on just one level (Ito, 2009; Lampel & Shamsie, 2000; Reuer, 1998).
Far less attention has been paid to investigating the factors from two different
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groups (Ogasavara & Hoshino, 2008; Rittippant & Rasheed, 2016; Steensma et al.,
2008). Additionally, very few articles have researched determinants on three
different levels (Dai et al., 2013; Dhanaraj & Beamish, 2009; Meschi et al., 2017;
Reuer, 2002), and so far, no study has investigated determinants on all the levels
mentioned above. Furthermore, this dissertation includes IJV formation motives
as they justify the specific reason for IJVs’ establishment (e.g., Talay & Cavusgil,
2009) and, consequently, potentially influence their TM options (see Makino,
Chan, & Isobe, 2007 for the review).

Fourth, this research enhances our understanding of the extent to which a
particular TM impacts parent firm VC. The existing literature is very limited in this
respect, and with the exception of one study (Reuer, 2000), there is no research
testing the impact of a comprehensive sample of acquisition, sell-off, and
liquidation TMs on MNE VC. Further, past studies test the moderating/interactive
role of both exogenous and endogenous aspects on the impact of
divestment/termination on parent-firm VC (e.g., Danso et al., 2021; Kaprielyan,
2016; Kiymaz & Mukherjee, 2000). However, while the influence of the
endogenous factors is also analyzed for TM options for the IJV—parent firm VC
relationship (Meschi, 2005; Reuer, 2000), the effect of exogenous aspects on the
relationship has mainly been overlooked by researchers.

Finally, this dissertation concerns 1JVs headquartered in Nordic countries, which
are designated SMOPECs. Such economies are shaped by low trade barriers or
their absence (Larimo, 2003; Luostarinen & Gabrielsson, 2006). Although past IB
studies have analyzed the origins of firms in the above countries, how they entered
foreign markets (Arslan & Wang, 2015; Larimo & Arslan, 2013; Oguji, 2018), or
the antecedents of survival or divestment of affiliates headquartered in SMOPEC
countries (Nguyen et al., 2022; Wang & Larimo, 2017, 2020), research on the
modes of termination selected for IJVs remains limited (e.g., Barkema &
Vermeulen, 1997). The present dissertation uses a sample of MNEs headquartered
in Denmark, Finland, Norway, and Sweden to analyze the determinants of the
choice of TM for IJVs and the subsequent impact on the MNEs’ VC. Figure 3
depicts the focus of the current research.

This study has several important delimitations. First, only IJVs are investigated.
The other entry modes (e.g., WOS, export, licensing, or franchising) could also be
incorporated in the context of foreign termination. However, their inclusion would
increase the framework’s complexity and force the integration of other variables.
That would not be feasible given the time constraints and the usual managers’
unwillingness to discuss divestment owing to the association of a foreign market
exit with failure (e.g., Coudounaris, 2017). Second, the hypotheses are tested on



12 Acta Wasaensia

MNEs headquartered in SMOPECs (in particular Nordic countries), and,
consequently, the result of this dissertation will vary from the studies focused on
developed and developing HMCs. Therefore, the differences between HMCs
should be considered in future attempts to investigate the determinants of the
choice of TM for IJVs.

Finally, the prior research has reported two classifications of IJV termination.
First, IJV termination is classified as intended or unintended. Termination is
considered intended when the initial goals of IJVs are either achieved or no longer
prioritized (Makino et al., 2007; Talay & Akdeniz, 2009). In contrast, unintended
termination is seen as flowing from unforeseen circumstances (Min, 2017; Ott et
al., 2019).

Secondly, IJVs’ termination is also classified as voluntary or forced (Trapczynski,
2016). Forced termination is seen as the exit from the target country provoked by
the pressure of the local authorities (Benito, 1997; Tan & Sousa, 2019). Conversely,
voluntary termination is seen as flowing from an MNE’s deliberate decision to
curtail the IJV’s operations (Sousa & Tan, 2015). The empirical analysis of this
dissertation is based only on unintended and voluntary termination since these
types are driven by MNEs’ financial, organizational, and strategic tensions rather
than firms’ responses to changes to legal or regulatory policy (Moschieri, 2011).

1.6 Definition of key concepts

The key concepts in this dissertation have been determined based on their
importance to understanding the research phenomenon of the study, which is the
termination of IJVs. The adopted definitions are Foreign Direct Investment, Entry
Mode, International Joint Ventures, TM, Value Creation, Sell-off, Liquidation,
and Acquisition.

Table 1. Definition of the key concepts of the study.
Concept Definition Research
Foreign “Foreign direct  investments are | Chang and Rosenzweig (2001);
direct investments in an already existing | Deng (2009); Dunning (1993); Lu

investment company to be established abroad, in | et al. (2011); Steensma and Lyles

whose management and control the | (2000).
investor is participating on the basis of the
investment made.” (Luostarinen & Welch
1990: 156).
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Concept Definition Research

International | An independent entity formed and | Brouthers and Hennart (2007);

Joint managed by two or more parent-firm to | Hennart (1991); Mata and

Ventures accomplish certain business goals. A joint | Portugal (2000), (2015); Meschi
venture is precepted internationally if at | (2005); Park and Ungson (1997);
least one of the partners is headquartered | Puck et al. (2009); Reuer (2002);
in a country different from the market of | Ushijima and Iriyama (2015).
the IJV's operation (Hennart, 1988;

Makino et al., 2007).

Termination | The method of cessation of cooperation | Cui et al. (2011); Hennart et al.

mode between two or more partners including | (2002); Lampel and Shamsie
sell-off, liquidation, and acquisition | (2000); Makino, Chan, Isobe, and
(Meschi & Wassmer, 2013). Beamish (2007), and Nemeth and

Nippa (2013).

Value VC indicates the reactions of stock | Bichescu and Raturi (2015);

creation markets caused by the termination | Kumar (2005); Meschi, (2005b);
announcements of 1JVs (Reuer, 2000). Reuer (2000), (2001) and

Ushijima and Iriyama (2015).

Sell-off Sell-off TM indicates the business sale via | Alcantara and Hoshino (2012);
the transfer of 1JVs’ assets and stakes to | Chang and Singh (1999); Hennart
another parent or a third party (Meschi, | et al. (1998); Mata and Portugal
2005). (2000); Park and Ungson (1997),

and Song (2014).

Liquidation Liquidation TM explains the process of | Bichescu and Raturi (2015);
closing a business involving the complete | Chang and Singh (1999); Dhir and
cessation of the work of a company (Mata | Sushil (2017); Li (1995); Mata and
& Portugal 2015). Portugal (2000); Park and Ungson

(1997); Tsetsekos and Gombola
(1992), and Ushijima and Iriyama
(2015).

Acquisition Acquisition TM is identified as the | Cui et al. (2011); Cuypers and

opposite of the sell-off process when a
foreign partner buys-out the 1JV equity of
the other partner, thereby becoming the
sole owner of the venture (Mata &
Portugal 2015).

Martin (2010); Gomes-Casseres
(1987); Kogut (1991); Konara et
al. (2020); Puck et al. (2009), and
Reuer and Tong (2005).
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1.7 Structure of the dissertation

The dissertation is organized into seven chapters. The first chapter discusses the
research background and research gaps. The discussion is followed by setting the
research question and specifying the theoretical and empirical objectives. The
chapter also clarifies the position and the expected contribution of the current
dissertation. Next, the scope and delimitation of the study are addressed to identify
the limits of the dissertation’s context and its applicability to readers. Finally, the
chapter offers definitions of the key concepts employed in the dissertation and
presents its structure.

The second chapter aims to provide a solid theoretical review of the current body
of knowledge. The chapter offers an in-depth review of TCT, the RBV, and ROV.
Reviewing each theoretical rationale begins with the earlier stages and gradual
development of the applied theories. Then, I discuss the application of the theories
in the context of the termination of an IJV. This chapter also provides an overview
of the implementation of the relevant theories in the context of the TM options for
1JVs.

The third chapter reviews previous studies on the choice of TM for 1JVs. It starts
by providing a brief introduction to the existing literature. The chapter also
explains the methodology, including the specification and delimitation of the
literature review screening process. The chapter focuses on the empirical literature
reporting general results and the findings on the factors affecting the particular
TM chosen for an IJV.

The fourth chapter outlines the hypotheses development and presents the study’s
three research models. The first theoretical model includes the hypotheses related
to the determinants of the choice of TM for IJVs. Specifically, I hypothesize about
the impact of the characteristics associated with IJV formation motives, parent-
firm-level factors, IJV-level factors, inter-partner-level factors, and HSC-level
factors. Second, the chapter discusses the impact of the sell-off, liquidation, and
acquisition TMs on MNE VC and the potential moderating role of HSC factors on
the relationship between IJV TMs and parent-firm VC. The chapter ends with the
presentation of the combined model of the dissertation.

The fifth chapter introduces the empirical design of the dissertation. The chapter
starts by describing the chosen research approach before outlining the data
sources and sample composition. It also discusses the operationalization of
dependent, independent, and control variables. Then the sample characteristics of
the dissertation are presented. The chapter ends with a discussion of the validity
and reliability of the empirical design.
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The sixth chapter discusses the results of the study. This chapter starts with a
discussion of statistical analysis procedures and descriptive statistics. The next
part of the chapter deals with the hypotheses and model related to the
determinants of the choice of TM for IJVs (i.e., IJV formation motives, parent-
firm-level factors, IJV-level factors, inter-partner-level factors, and HSC-level
factors). In the last section of the chapter, the results of the main and moderating
effects related to MNEs’ value created by IJVs’ TMs are presented.

The seventh chapter summarizes the dissertation and features the conclusion of
the study. The chapter starts by summarizing the results on the determinants of
the choice of TM for IJVs and the consequent MNE VC. Then, the chapter outlines
the theoretical and empirical contributions of the study before the next section lists
the managerial implications. The last part of the chapter presents the study’s
limitations and possible directions for future research. Figure 4 illustrates the
structure of the dissertation.
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2 THEORETICAL PERSPECTIVE ON THE TERMINATION OF
AN IJV

The purpose of this section is to provide a detailed review of three theories used to
aid the development of the dissertation’s research framework: TCT, the RBV, and
ROV. The discussion of each theory includes three parts. The first presents the
early stages and development of the theory. The next reviews the application of
TCT, the RBV, and ROV in studies on the establishment and formation of new
subsidiaries. Each sub-chapter ends with a discussion on the application of the
theories in the IJV termination research.

2.1 Transaction cost theory

Transaction cost theory was first proposed by Coase (1937) and further developed
by Williamson (1975, 1985) and Hennart (1988, 1991). The theory has been widely
used in investigating MNESs’ strategic choices, including types of FDIs, entry mode,
and ownership position. In IJV research, TCT was first adapted by Hennart (1988)
and extended by many authors (Brouthers, 2002; Brouthers, 2013; Delios &
Beamish, 1999; Hennart, 1991; Nielsen, 2007; Sestu & Majocchi, 2020; Slangen &
Hennart, 2008). The theory posits that MNEs’ decisions on the establishment
modes, ownership, and the consequent termination of IJVs are driven by efforts to
minimize total transaction costs (e.g., Hennart et al., 1998; Hennart, 1991). In this
section, the early development of TCT, the application of TCT in IJV termination
studies, and criticisms of TCT are discussed in detail.

2.1.1 Early development of TCT

Transaction cost theory originates in Coase’s classic work (1937), The Nature of
the Firm, comparing price mechanisms and companies. Coase (1937:395)
categorized companies by the alternative governance modes applied (i.e., price
mechanisms) to manage resources most efficiently and, thus, decrease the costs of
transactions. He states, “a _firm will tend to expand until the costs of organising
an extra transaction within the firm become equal to the costs of carrying out the
same transaction by means of an exchange on the open market or the costs of
organising in another firm.” Therefore, Coase’s (1937) classic work could be
considered the starting point of TCT.

The theory was developed by Williamson (1975, 1985). The author accentuated two
aspects, intensifying the costs of transactions. First, bounded rationalities were
delimited as “the capacity of the human mind for formulating and solving
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complex problems is very small compared with the size of the problems whose
solution is required for objectively rational behavior in the real world”
(Williamson, 1975: 9; Simon, 1965: 198). In contrast, opportunism was classified
as “...self-seeking with guile. This includes but is scarcely limited to more blatant
forms, such as lying, stealing, and cheating” (Williamson, 1985: 47).

Boundary rationality and opportunism would later transform into transactions’
uncertainty/complexity and small numbers of exchange relations factors,
respectively (Williamson, 1985: 9). They were classified into human factors and
environmental factors and reported to impact the condition of information
impactedness (Williamson, 1985: 40). These factors result in the situations when
“One of the parties to a transaction has more complete knowledge than does the
other, which asymmetry condition is costly to overcome and give a rise to a
trading hazard ” (Williamson, 1985: 212).

Transaction cost theory was also extended in the investigation of IJV formation.
Prior research has attempted to adapt Williamson’s (1975) model in IB studies and
stressed that the decision on foreign expansion is based on MNEs’ efforts to enter
a new market most efficiently (Brouthers & Hennart, 2007; Nippa & Reuer, 2019;
Tihanyi et al., 2005). The investigation can broadly be split into two streams. The
first stream of research is the entry mode of an IJV, within which there are two IJV
types: equity IJVs and non-equity IJVs. Hennart (1988) defines an equity IJV as a
unit where “...two or more sponsors bring given assets to an independent legal
entity and are paid some or all of their contribution from the profits earned by
the entity, or when a firm acquires partial ownership of another firm,” while non-
equity IJVs “..describe a wide array of contractual arrangements, such as
licensing, distribution, and supply agreements, or technical assistance and
management contracts.”

The second stream is focused on IJV establishment and addresses the choice
between acquisition (the purchase of an already existing unit) and greenfield (the
development of an entity from scratch) establishment modes (Hennart, 1991;
Sestu & Majocchi, 2020). Past IB studies have stressed that MNEs choose an
establishment mode based on the competitive advantages of each mode (Jaworek
et al., 2018; Mariotti et al., 2021; Slangen & Hennart, 2008).

It should also be mentioned that several studies have tried to explain the
performance of IJVs based on TCT (Ireland et al., 2002; Liu et al., 2020; Nielsen,
2007). For example, MNE size influences unit performance because large foreign
firms can better support their foreign subsidiaries (Brouthers, 2002; Cuervo-
Cazurra et al., 2018). Furthermore, trust between partners can also influence the
relationship between IJV partners (Ali & Khalid, 2017). Specifically, trust reduces
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coordination activity costs (Nielsen, 2007), generates better profits (Costa e Silva
et al., 2012), and creates stability in the partnership (Jain et al., 2014). All the
above reduce transaction costs and improve performance among foreign
subsidiaries.

2.1.2 Application of TCT in |JV termination studies

The original model of TCT investigates the role of human and environmental
factors in the shifts in transactions, while more recent studies have developed the
model in IJV formation and performance (e.g., Larimo, Nguyen, & Ali, 2016; Liu
et al., 2020). However, it should be stated that in IB research, the key perception
of the theory is that the main objective of the foreign operation of each firm is to
minimize the costs associated with the operation (e.g., Puck et al., 2009). In recent
decades, the theory was also employed to discern the determinants of the choice of
TM for IJVs. Past IB studies have reported both endogenous and exogenous risks
around affiliates’ termination (see Konara et al., 2020, for a detailed review). In
the case of endogenous risks, Pedada et al. (2020) found that partners’
opportunistic behavior intensifies the dissolution of foreign subsidiaries owing to
diminished trust, lack of confidence, and high levels of uncertainty about future
cooperation. Further, a minority ownership position was also reported to increase
the chances of IJV divestment (Lu & Hébert, 2005) because such forms of
ownership are associated with the inability to make major decisions relating to IJV
operations and the relatively insignificant role of the units in the MNE corporate
structure (Larimo et al., 2016).

Transaction cost theory was widely used in IJV formation and termination studies
and assumed an important role in production and transaction costs at all stages of
the IJV operation. However, there is still very limited research on how TCT might
explain the determinants of the choice of TM for 1JVs. Recent literature review
studies have accentuated the application of TCT in IJVs’ TM research (Nippa &
Reuer, 2019; Schmid & Morschett, 2020) and stressed certain antecedents that
intensify transaction costs which, in turn, affect the choice of TM for IJVs.
However, research reflecting theory against a comprehensive sample of 1JV sell-
offs, liquidations, or acquisitions remains relatively scarce, and previous TCT
studies mainly focus on the comparison of IJVs’ survival with one or two IJV TMs
(Hennart et al., 1998; Konara et al., 2020; Ogasavara & Hoshino, 2008). For
example, inter-partner conflicts were reported to enhance the transaction costs as
the parent firm perhaps needed to handle the opportunistic behavior of partners,
consequently increasing the chances of the sell-off and liquidation TM options
being selected (Park & Ungson, 1997). Conversely, once foreign firms have
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acquired their local partners’ knowledge of the target countries’ business
environment, continued operation of the IJV is impractical, and the most cost-
efficient decision becomes converting it to a WOS (Dussauge & Garrette, 1997).

2.1.3 Criticism of TCT

Although TCT is considered one of the most powerful theoretical lenses
implemented in explaining the numerous phenomena in the IB field, the theory is
not without criticism. First, while TCT has the potential to explain certain HSC
conditions, the general impression is that the theory is incapable of justifying the
role of the majority of HSC-level determinants in the TM choice for an IJV. This
view aligns with the existing literature testing the impact based on other
theoretical lenses. For example, HSC economic growth is an essential determinant
of the choice of TM for 1JVs (Rittippant & Rasheed, 2016). However, the logic of
TCT is a relatively poor option for explaining how HSC growth influences the
choice of TM for an IJV. Therefore, past studies needed to adapt other theories to
measure this factor (Kogut, 1991). The ROV was used relatively often because HSC-
level factors are generally considered as market cues which signal for better or
worse opportunities for foreign firms.

Secondly, while performance factors (both firm and subsidiary) are an important
driver of the choice of TM for IJVs (Dai et al., 2013), the existing literature prefers
to avoid the implementation of TCT in attempts to investigate the relevant factors.
Past IB studies determined that low performance is a precursor for significant
internal changes, and the termination of an IJV is mainly seen as an effort to
redeploy resources (Cui et al., 2011; Cuypers et al., 2021).

Finally, although the explanatory power of TCT over the determinants of the choice
of TM for IJVs (mainly endogenous ones) is claimed in many previous studies, the
explanatory power of TCT over the role of IJV TM in parent-firm VC is arguably
quite weak. Past studies tried to investigate that role from the perspective of better
resource usage in IJVs. For example, shareholders were reported to react positively
to IJVs’ sell-offs and liquidations motivated by refocusing initiatives since parent-
firm are expected to invest newly available resources in more profitable projects
(Kumar, 2005; Meschi, 2005).

2.2 The real-option view

The ROV was first proposed by Fischer (1930) and later conceptualized by Myers
(1977). In the context of IB studies, ROV was used in Dixit (1989) and Kogut (1983,
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1984) and further developed in IJV research (Cuypers & Martin, 2007; Kogut,
1991; Reuer & Tong, 2005; Tong et al., 2008). Some articles have used ROV lenses
to investigate the choice of IJVs’ establishment and entry modes (Dikova & Van
Witteloostuijn, 2007; Slangen, 2013), while others have focused on IJV
termination (Pedada et al., 2020). However, a limited number of empirical articles
have focused on the choice of TM for IJVs based on the ROV (Rittippant &
Rasheed, 2016). The following chapter reviews the early development of the ROV,
the application of the ROV in IJV termination studies, and criticisms of the ROV.

2.2.1 Early development of the ROV

The first premises of ROV were reported by Fischer (1930: 125), who accentuated
that “...the income streams are not rigid, but are flexible, that is, that the owner
of any item of capital-wealth or capital property, including, of course, and
especially, his own person, is not restricted to a sole use to which he may put it,
but has open to his choice several possible or alternative uses, each of which will
produce a separate optional income stream.” Myers (1977) developed ROV in the
context of firms. He stressed two types of assets available to companies: real assets
and real options. The latter is referred to as the opportunity to acquire specific
assets on the best terms possible. It should also be mentioned that real options are
not eternal and vanish over time.

Myers (1977) proposed two explanations for the gradual decline in the applicability
of real options. First, “The real options may be firm-specific, having no value to
any other firm. This could occur if real options are embodied in real assets so that
the options cannot be purchased separately.” Additionally, “...they (real options)
may nevertheless be traded in thin and imperfect secondary markets. If so, the
real option’s "liquidation value" is less than its value as part of a going concern.
This limits the extent to which a real option can be used as specific security for a
debt claim” (Myers, 1977:22-23).

Although some recent literature reviews suggest the ROV expanded through the
1990s (Chi et al., 2019), several ROV studies were published during the 1980s
(Dixit, 1989; Kogut, 1984, 1989a). It should be further noted that these studies
accentuated the special applicability of the theory in the IB field. The claim was
that creating options could be pivotal to globalization and internationalization
strategies in firms (Bowman & Hurry, 1993; Kogut, 1983).

The choice of the entry mode is one of the key actions in the process of
internationalization (Morschett et al., 2010). Similar to TCT, ROV was used to
explain both IJV entry and establishment mode choices. Kogut (1991: 20) stated
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that MNEs tend to establish equity JVs in highly uncertain target markets owing
to “... the discretion to expand in favorable environments but avoid some of the
losses from downside risk.” Furthermore, IJVs were seen as the best method of
investment in foreign markets owing to the minimal exposure to technological
risks and an opportunity to convert IJVs to WOSs once uncertainty resolves
(Cuypers & Martin, 2010; Li, 2007).

Environmental uncertainty is also a key factor in the process of selecting an IJV
establishment mode (Dikova & Van Witteloostuijn, 2007). In fact, the ROV posits
that market uncertainty provides foreign firms with aspects of flexibility that fall
under the umbrella term of keeping options open (Damaraju et al., 2015; Li et al.,
2007). Slangen (2013) posits that the acquisition establishment mode is apt to
provide better real-option advantages, especially when the HSCs’ government
provides a favorable economic environment for foreign firms (e.g., tax incentives
and service cost reductions) (Nyuur & Debrah, 2014). Nevertheless, greenfield
investments can not follow a wait-and-see strategy (Folta, 1998), but in contrast to
the acquisition establishment mode, initial investments in greenfield IJVs are
usually smaller, and parent-firm can increase them gradually (Brouthers & Dikova,
2010).

Furthermore, ROV has been employed to investigate IJV performance. Past 1B
studies have examined the effects of weak IJV performance due to instability and
the complexity of managing affiliates but have also reported the value of a wait-
and-see approach (Folta & Leiblein, 1994; Luo, 2007b). However, McGrath
(1999:16) noticed that “Real-options reasoning suggests that the key issue is not
avoiding failure but managing the cost of failure by limiting exposure to the
downside while preserving access to attractive opportunities and maximizing
gains.” In other words, firms gain experience only by trial and error, allowing them
to adjust their actions (i.e., via new technologies, products, and markets) (Adner &
Levinthal, 2004).

2.2.2 The application of the real-option view in |JV termination studies
and criticisms of it

The ROV was extended when applied in the field of IJV termination. It should be
mentioned that several articles have stressed the significance of termination
clauses in contractual agreements ex-ante (Chi, 2000; Chi & Seth, 2009; Reuer &
Tong, 2005). Previous research identifies forms such as the explicit call option
driven by one partner’s right (but not obligation) to purchase or sell a stake in an
IJV (Cuypers & Martin, 2007, 2010; Tong et al., 2008).
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Owing to the pivotal role of environmental uncertainty in ROV, past IB studies that
analyzed I1JV termination via the ROV theoretical lens mainly focused on
exogenous determinants. This view is further supported by Cui and Kumar (2012),
who stress that “The real-options view predicts a negative relationship between
increases in environmental uncertainty and the likelihood of JV termination
because when uncertainty increases, it pays to ‘keep options open’ (Cui & Kumar
2012: 1203). For example, Dai et al. (2017) investigated dynamic environments
and concluded that MNEs usually prefer to remain in such conditions (rather than
exit) because of the high re-entry costs and risks of the loss of real options provided
by an IJV. Additionally, research reports that inter-partner learning has an
important role in the dissolution of an IJV. Pedada et al. (2020) argued that once
foreign partners possess knowledge about the target market, they will try to
acquire or dissolve units, and uncertainty in an HSC will cement such a decision.

Previous research has also applied the ROV to identify determinants of the choice
of TM for IJVs but relatively scarcely. It should also be mentioned that research on
TM options for IJVs has used ROV logic mainly to test the impact of exogenous
determinants on the choice of TM for 1JVs, while the influence of endogenous
forms was often overlooked (e.g., Cui & Kumar, 2012; Rittippant & Rasheed, 2016).
For example, the attractiveness of the HSC market encourages foreign firms to
increase their level of involvement (Cuypers & Martin, 2010). In contrast,
unfavorable HSC regulations (i.e., taxes, utility service costs, and other charges)
reduce the attractiveness of the market and, thus, accelerate MNESs’ desire to cease
IJV operations (Nyuur & Debrah, 2014). Interestingly, research on the formation
and termination of IJVs indicates that when firms have explicit call options, they
tend to form minority IJVs (e.g., Reuer & Tong, 2005; Tong et al., 2008); however,
an MNE with a majority-control IJV tends to favor the acquisition option in the
case of termination owing to its having better control over the subsidiaries
(Rittippant & Rasheed, 2016).

2.2.3 Criticisms of the ROV

Although the ROV offers an important theoretical lens to analyze IJV termination
phenomena from the exogenous point of view, the theory is not without
shortcomings. First, the key principle of the theory is the flexibility related to
uncertain environments (e.g., Kumar, 2005). Therefore, the ROV permits
investigating factors directly or indirectly associated with target markets.
However, implementing the theory to test endogenous determinants is challenging
as they are not related to those aspects beyond the scope of MNEs’ influence.
Accordingly, the ROV cannot be used solely for the holistic analysis of the
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determinants of the choice of TM for an IJV. Nevertheless, the theory should be
combined with other theoretical lenses providing a strong base for the
investigation of endogenous aspects.

It should also be mentioned that some recent studies criticize the ROV’s
explanatory power in certain research designs. Dai and colleagues (2017) claim
that the increased maintenance costs would outweigh any opportunity to keep
options open.

Finally, the aforementioned pivotal role of the ROV in keeping options open
becomes problematic for investigating the direct impact of IJV TMs on parent-firm
VC. In essence, following the logic of this theory, each IJV TM should be seen as
reducing flexibility and, consequently, as eliminating real options. If this is true,
any attempt to explain the direct impact would be biased. However, 1JV
termination motivated by a certain HSC condition could be tested via an ROV lens,
which could also provide a better explanation of the notion proposed by Dai et al.

(2017).

2.3 The resource-based view

The RBV was first proposed by Penrose (1956) and later developed by many
authors (Barney, 1991; Penrose 1956, 1959, 1963, 1985; Wernerfelt, 1984). The
theory holds that a firm’s expansion is directly dependent on the resources it has
available to support growth. This sub-section provides a detailed review of the
early development of the RBV, its application in IJV termination studies, and the
criticisms of it.

2.3.1 Early development of the RBV

The RBV originates in Penrose’s (1956) seminal work Foreign Investment and the
Growth of the Firm, in which the author contends that “In the absence of markedly
unfavorable environmental conditions, there is a strong tendency for a business
enterprise possessing extensive and versatile internal managerial resources
continually to expand, not only in its existing fields but also into new products
and new markets as opportunity offers ... The ‘productive opportunity’ which
invites expansion is not exclusively an external one. It is largely determined by
the internal resources of the firm” (Penrose, 1956: 225).

The theory was expanded by Barney (1991), Penrose (1959, 1963), and Wernerfelt
(1984). For example, Penrose (1963) discussed the differences between firm
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growth and size concepts. She suggested that growth can be determined as a
biological process understood as “...an increase in size or an improvement in
quality as a result of a process of development...” and as a natural process “..that
will occur whenever conditions are favourable because of the nature of the
‘organism’; size becomes a more or less incidental result of a continuous on-going
or ‘unfolding’ process” (Penrose, 1963: 1). The latter definition has stressed the
significance of repeatability which was associated with the growth of experience.
Therefore, Penrose (1985:8-9) further extended the RBV in the MNE area: “... as
a result of the growing experience of management, its knowledge of the other
resources of the firm and of the potential for using them in different ways,
incentives are created for further expansion as the firm searches for ways of
using the services of its own resources more profitably.”

As the pivotal concept of RBV is the availability of resources firms can use for
expansion, the theory was widely used in the explanation of FDI entry mode choice
(Brouthers & Hennart, 2007; Cook et al., 2012; Paul & Benito, 2018; Paul &
Feliciano-Cestero, 2021). Additionally, the RBV relates directly to formation
motives, especially to resource-seeking subsidiaries (Dunning, 1998), which are
the investments made to gain access to HSCs’ tangible and intangible resources
(Makino et al., 2007; Nyuur & Debrah, 2014; Talay & Cavusgil, 2009). Since IJVs
provide an opportunity to get access to both partners’ and HSCs’ resources
(Hennart, 2012; Meyer et al., 2009), this form of FDI appears to be one of the most
beneficial to ease MNEs’ competition issues.

Past IB studies have also employed the RBV to investigate the choice of
establishment mode. Barkema and Vermeulen (1998) reported that most Japanese
companies enter foreign markets via greenfield investments owing to the ease with
which parent-firm can transfer resources. In contrast, an MNE would select the
acquisition establishment mode to gain access to country-specific (Larimo, 2003)
or industry-specific (Chang & Singh, 1999) knowledge required for efficient
operation in its target market.

Some studies have employed the RBV to measure parent-firm satisfaction with
their foreign subsidiaries’ performance (Blesa & Ripollés, 2008; Chen & Hsu,
2010). High MNE resource commitments were reported to enhance unit
performance (Larimo & Nguyen, 2015). Further, Arslan and Wang (2015) stressed
the importance of HSC knowledge and experience within an MNE, which reduce
uncertainty and, thus, positively influence the performance of both the MNE and
its foreign units. Additionally, previous research suggests that intangible assets
generate competitive advantages in HSCs. Those advantages then contribute to
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enhanced performance if the MNE adopts them and avoids them depreciating
(Delios & Beamish, 2001; Papyrina, 2007).

2.3.2 Application of the RBV in |JV termination studies

As mentioned above, the availability of certain resources in HSC markets
encourages MNEs to establish subsidiaries. Several studies employed the RBV to
explain IJV termination decisions (e.g., Arino & De La Torre, 1998; Dussauge et
al., 2000; Cui, Calantone, & Griffith, 2011). The theory sees an IJV’s termination
as reflecting the lack of fit between the resources of the MNE and those of the IJV
(Chang & Singh, 1999). In particular Beamish and Chakravarty (2021) determine
that the resources of parent firms (i.e. knowledge, experience, and technologies)
directly impact IJVs’ performance which, as a result, influences the decision of
termination of IJVs. However, Silva and Moreira (2019) stress that the main aim
of establishing foreign affiliates is to access new skills and knowledge (i.e.,
intangible assets), and, consequently, the necessity for resource redeployment
(from units to MNEs) can trigger the divestment of an affiliate.

Apart from the fact that bigger firms have access to more resources that permit
them to expand their operations abroad (Penrose, 1985), foreign subsidiaries do
not usually play a key role in MNESs’ corporate structures and, consequently, are
more easily divested (Belderbos & Zou, 2009; Schmid & Morschett, 2020).
Additionally, Mohr et al. (2018) argued that rapid internationalization increases
the strains on MNEs’ managerial resources, which, in turn, complicate internal
planning and arranging. The researchers see divestment as a possibility to release
assets and eliminate the effects of prior over-internationalization. Past IB research
has also used the RBV to explain the relationship between units’ poor performance
and divestment (Konara & Ganotakis, 2020; McDermott, 2010; Pattnaik & Lee,
2014; Song, 2014b). Weak performance among international units signals a need
to change the approach to the affiliate’s operations (Berry, 2013) as it heightens
the risk that parent firm value will be adversely affected (Schmid & Morschett,
2020). Such a threat tends to persuade shareholders that resources could be
distributed more advantageously (Meschi, 2005).

Some studies have employed the RBV to investigate the determinants of the choice
of TM for IJVs. However, such research is rare, and the majority compares 1IJV
sell-offs and/or liquidation with survival rather than comparing the TMs (e.g., Paul
& Rialp, 2020; Schmid & Morschett, 2019). According to Ito (2009), establishing
affiliates is driven by MNEs’ desire to access supplementary assets. However, since
both IJVs and MNEs tend to constantly evolve, resources invested by partners at
the beginning of IJVs’ operations may not fit well MNEs’ strategies anymore,
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which, as a result, encourages foreign firms to terminate their IJVs (Cui et al.,
2011). Additionally, IJVs are inherently associated with a high resource
contribution from the parent firm. However, MNEs are not eager to grant partners
access to firm-related resources, which motivates them to choose the liquidation
TM (Chang & Singh, 1999).

2.3.3 Criticism of the RBV

Although the RBV has developed over the past six decades, the theory does attract
criticism. In particular, certain shortcomings should be considered in the
investigation of the determinants of the choice of TM for IJVs. First, while the
explanatory power of the RBV was empirically proved for the factors related to the
parent firm or a subsidiary impacting the choice of TM for IJVs (e.g., Cui et al.,
2011; Dussauge et al., 2000), the role of the HSC factor on the lies outside the scope
of the theory. The possible reason for that is in the key construct of the RBV
proposing that MNEs are guided by the availability of resources in their
international operation.

Second, MNEs’ responses to the soft challenges raised in the lifetime of an IJV
(e.g., conflicts, opportunism, communication) and their impact on the choice of
TM for IJVs are not easily explained via an RBV lens. Although some past studies
attempted to investigate certain factors considered soft ones (e.g., IJVs between
competitors in (Dussauge & Garrette, 1997), the weak explanatory power of the
RBV relating to the above determinants is quite unambiguous. Therefore,
theoretical models built on only the RBV can not provide a comprehensive view of
the determinants of the choice of TM for IJVs and require supplementary
argumentation from the other theories.

2.4 Implementation of theoretical predictions from TCT,
ROV, and the RBV for investigation of |JV formation
motives and level factors influencing the choice of
TM for |JVs

This dissertation is based on the core predictions and arguments from three
theories: TCT, the ROV, and the RBV, which address the determinants of the
choice of TM for 1JVs and the consequent parent-firm VC. The analysis is
performed at multiple levels, including IJV, inter-partner, the parent firm, HSC-
level factors, and IJV formation motives. The discussion in this chapter indicates
how the theories differ in their key theoretical propositions. Additionally,
considering that they were also reported to propose complementary and
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coinciding predictions in the FD field (Villalonga & Mcgahan, 2005), we can
conclude that the theories have the potential to assist the comprehensive
explanation of the determinants of the choice of TM for IJVs and the consequent
parent firm VC.

In this dissertation, the key proposition of TCT is the base for all soft factors. The
factors significantly intensify MNE transaction costs, including monitoring and
control expenses. For example, inter-partner conflicts were referred to TCT studies
(Konara et al., 2020; Park & Ungson, 1997; Steensma et al., 2008). The
opportunism variable was also claimed to be an important trigger for monitoring
cost increases (Ali & Larimo, 2016; Park & Russo, 1996; Steensma & Lyles, 2000).

Further, TCT is also used to explain the impact of parent-firm-level factors on the
choice of TM for IJVs. The same constructs were employed in the current body of
knowledge, for example, for addressing the effect of ownership distribution, which
is closely related to transaction expenses, on the choice of TM for an IJV (Mata &
Portugal, 2000; Ogasavara & Hoshino, 2008; Reuer, 2002). Further, TCT was also
applied to investigate the role of business relatedness on the choice of TM for an
IJV. The prior research accentuated the small transaction costs associated with
related subsidiaries (Isidor et al., 2015; Villalonga & Mcgahan, 2005). The role of
the establishment mode in the choice of TM for IJVs was also measured via a TCT
lens. Terminating an IJV established either by acquisition or greenfield was
reported to cut transaction expenses (Chang & Singh, 1999; Li, 1995; Mata &
Portugal, 2000, 2015).

The choice of ROV is due to the explanatory power to the exogenous determinants
and, in particular to HSC environment (Li et al., 2007). Therefore, the theory was
implemented as the theoretical base for the analysis of the HSC-level factors in this
research. The theory was used to explain the impact of the factors on the choice of
TM for 1JVs and their moderating potential in the relationship between the 1JV
TM option and VC. The HSC determinants were considered important predictors
in the existing ROV studies. For example, HSC economic growth signals increased
demand in target markets motivating MNEs to exercise the real option (Iriyama
& Madhavan, 2014; Kogut, 1991; Talay & Akdeniz, 2009). Further, ROV arguments
indicate that HSC intellectual property rights (IPR) protection might also explain
the choice of TM for an IJV. An uncertain environment encourages a foreign firm
to include a call option to convert an IJV to a WOS if its competitive advantage is
in jeopardy (Getachew & Beamish, 2017; Reuer & Tong, 2005).

Furthermore, since the current body of knowledge argues that RBV offers
explanatory power of endogenous factors (Sharma & Erramilli, 2004), the
dissertation applies the RBV to analyze determinants related to parent firms. Some
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of the existing studies have already used the theory to explain the determinants of
the choice of TM for IJVs and the subsequent parent-firm VC. However, except for
a few articles (e.g. Meschi, 2005), the investigation of the impact is rather scarce.
Nevertheless, in FD research, the RBV is generally considered an important
determinant of parent-firm VC (Borde et al., 1998; Pearce & Patel, 2022).
Additionally, this dissertation uses the RBV to empirically investigate the role of
unrelated IJVs on the choice of TM for IJVs. Such 1JVs are characterized by
management difficulties and the weak possibility of MNEs providing financial and
managerial support (Alcantara & Hoshino, 2012; Hennart et al., 1998; Schmid &
Morschett, 2020).

All of the aforementioned determinants are tested via the single theory. However,
the empirical analysis of two-level factors required the combination of arguments
from the different theories. First, IJV-level factors include 1IJV age and IJV
performance and are based on the combined theoretical argumentation. The age
of an IJV age is an important determinant of the choice of TM in both existing TCT
and ROV studies (Inkpen & Beamish, 1997; Iriyama & Madhavan, 2014; Mata &
Portugal, 2015). Further, the ROV informs some existing literature analyzing IJV
performance that claims the variable would signal fewer/more opportunities in
HSC markets (Schmid & Morschett, 2020; Ushijima & Iriyama, 2015). In contrast,
RBV argumentation reveals that IJV performance directly impacts MNESs’
decisions on resource redeployment (Berger & Ofek, 1995; Wright & Ferris, 1997).
Therefore, the aforementioned theoretical rationales are used to measure IJV-level
factors.

Second, a lack of research on the role of IJVs’ formation rationales in the choice of
TM for IJVs led to the motives being analyzed via multiple theoretical lenses
because such research designs were claimed to have high explanatory power
(Dikova & Brouthers, 2016). In particular, the theoretical discussion on resource-
seeking and market-seeking IJV formation motives is based on TCT and the RBV.
Further, efficiency-seeking formation motives are analyzed based on the combined
argumentation from TCT and the ROV, while that of strategic-asset seeking is
based on the RBV and ROV.
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3 PRIOR EMPIRICAL STUDIES ON THE DETERMINANTS OF
JV TM CHOICES

This section reviews empirical articles on IJV, the parent firm, the HSC, and inter-
partner factors of the choice of TM for IJVs. The chapter starts with an
introduction to the current body of knowledge. Then, the methodology and search
inquiry criteria are presented. The next sub-section reports the results of the
reviewed studies and the aforementioned level factors. This section ends by
summarizing the findings.

3.1 Introduction to the current body of knowledge

The term TM refers to the partnership cessation method (Meschi & Wassmer,
2013). Most IJVs are terminated in one of three ways: buying out the partners’
equities and thus converting the IJV to a WOS (i.e., the acquisition TM) (Mohr et
al., 2020; Puck et al., 2009; Steensma et al., 2008), selling the parent’s stakes to
the partners or a third party (i.e., the sell-off TM) (Mata & Portugal, 2000; Meschi,
2005; Nadolska & Barkema, 2007), or shutting down the IJV (i.e., the liquidation
TM) (Brown & Panibratov, 2016; Mata & Portugal, 2015; Nippa & Beechler, 2013).

Although past research has called for investigations of the TM applied to IJVs (e.g.,
Nemeth & Nippa, 2013; Nippa & Reuer, 2019), the determinants of the choice of
TM for 1JVs have been studied to only a limited extent to date. Therefore, this
chapter aims to consolidate the determinants of the choice of TM for IJVs and
critically analyze them. All the factors included in the analysis have been reported
to impact the choice of TM for IJVs in at least two of the sampled articles, which
validates them as core constructs in the literature. The objectives are supported by
explaining the measurements of the determinants. The chapter reports on the
review of articles in the most relevant scientific journals in the management,
marketing, IB, and finance disciplines undertaken to achieve its goals.

This chapter also directly addresses the calls of Nemeth and Nippa (2013), Nippa
and Reuer (2019), and Schmid and Morschett (2020) for particular attention to be
paid to the determinant of the choice of TM for an 1JVs. It does so in two ways:
First, the section identifies, summarizes, and synthesizes the literature in the field.
The termination of a JV is a separate phenomenon rather than inalienably
connected to a firm’s instability (Duhaime and Grant, 1984). Although Duhaime
and Grant studied domestic JVs, their article sparked the investigation of the
phenomenon, and Gomes-Casseres (1987) extended the work by analyzing an
international sample. Many scholars have since studied IJV termination, so we
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now have a quite developed understanding of the phenomenon. This chapter
includes a review of 40 scientific articles investigating the phenomenon.

Second, this chapter focuses on how certain determinants impact the choice of TM
for an IJV. Unlike previous research analyzing articles on IJV termination rather
than the choice of TM (Nemeth & Nippa, 2013), this chapter considers the sell-off,
liquidation, and acquisition TMs and proposes a more comprehensive
conceptualization of the determinants of IJV termination.

3.2 Sample selection and literature search

The discussion above drove the choice of methodology. The article search was
performed in the databases that were recognized as comprehensive and
complementary in the previous studies (Arte & Larimo, 2019; Paul & Rialp, 2020;
Silva & Moreira, 2019), such as ScienceDirect, Emerald, Jstor, ProQuest, Scopus,
and Wiley Online Library databases.
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Figure 5. Logical flow chart of the article search protocol (adapted from Aliaga-
Isla & Rialp, 2013).

Figure 5 gives a brief overview of the literature search process. The process
involved several steps: (1) only articles that investigated termination among IJVs
as a separate phenomenon in the time frame between 1984 and 2020 were
included. In this step, five additional criteria were introduced: (A) Subsidiary
scope: this chapter includes only articles that investigated IJVs and international
strategic alliances (ISAs). (B) Transaction type: IJVs’ termination is a
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multidisciplinary topic, and prior research has conceptualized termination in
different ways (see Nemeth & Nippa, 2013). There were four terms most commonly
used: dissolution (Heidl et al., 2014; Pedada et al., 2020; Polidoro et al., 2011),
divestment (Duhaime & Grant, 1984; Nyuur & Debrah, 2014; Soule et al., 2014),
exit (Chang & Singh, 1999; Song, 20144a; Tan & Sousa, 2019), and termination (Cui
& Kumar, 2012; Kaufmann & O’Neill, 2000; McCutchen et al., 2008). (C)
Termination modes: the sampled articles focus on subsidiaries that were sold off,
acquired, or liquidated. Therefore, those studies that failed to distinguish between
TMs (Delios & Beamish, 2004; Pedada et al., 2020; Soule et al., 2014; Xu & Lu,
2007) or focused on partial termination (e.g., partial sell-off or spin-off) (Iriyama
& Madhavan, 2014) were excluded from the final sample. (E) Quality: following
Silva and Moreira (2019), only full-length and peer-reviewed articles were
included in the final analysis, while reviews, comments, reports, and letters were
excluded (Gaur & Kumar, 2018). (E) Language: owing to the linguistic barriers and
the large number of studies written in English, only scientific articles published in
English were included.

After setting the research criteria, the first search inquiry was performed (2). The
results yielded 321 articles. However, 290 of them needed to be excluded as they
were unsuitable in the context of this chapter (3). Articles were excluded for two
main reasons. The first was the usage of TMs applying to IJVs as an independent
variable (Kumar, 2005; Parameswar & Dhir, 2019; Reuer, 2000). These studies
usually investigate post-termination activities and, thus, could not be considered
in the context of this chapter.

Second, the chosen articles investigate the effect of at least one determinant on
IJVs’ sell-offs, liquidations, and/or acquisitions. Therefore, the studies that did not
focus on the effect (McCutchen et al., 2008; Meschi & Riccio, 2008) or investigated
termination in general (Min, 2017; Talay & Akdeniz, 2009) were excluded.
Consequently, the first search inquiry yielded 31 suitable studies (4). Additionally,
several more ways to conceptualize TMs for IJVs were identified during the search
process. For example, the terms buy-out or call option have sometimes been used
to refer to the acquisition TM choice (C+) (Konara et al., 2020; Reuer, 2002).
These terms were incorporated in the second search inquiry, an action that
provided 20 more articles (7), but 14 of them were unsuitable because they did not
meet the aims of the chapter (8). Therefore, the second search yielded six relevant
works (9).

The results of two search inquiries revealed 37 suitable articles. Additionally,
following the recommendations of the prior literature review studies (e.g., Arte &
Larimo, 2019; Lee & Madhavan, 2010; Nemeth & Nippa, 2013; Schmid &
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Morschett, 2020), the search protocol incorporates the ancestry approach
technique, which is the backward-tracing process of the previously identified
studies’ references. This technique helped identify nine relevant studies and
expand the sample to 46 articles (11). Then, each article was re-scrutinized by re-
reading abstracts and introductions to ensure they fit the research criteria (Aliaga-
Isla & Rialp, 2013). Therefore, six studies were excluded as they lay outside the
scope of the chapter (12). The final sample of the chapter was 40 articles
investigating the determinants of TM choice relating to IJVs (13).

It should be noted that there are some limitations to the search criteria. First, only
articles investigating IJVs and ISAs with equity share ownership types were
included. These types are associated with the high involvement from all partners
and, thus, could be considered the key constructs in IJV termination research
(Bowe et al., 2014). Second, prior research has identified two main types of IJV
termination: intended when foreign firms achieve the original goals of the
partnership and unintended when foreign firms terminate their subsidiaries owing
to unexpected circumstances (e.g., Makino et al., 2007; Ott et al., 2019; Talay &
Akdeniz, 2009; Trapczynski, 2016). Forced divestments also had to be excluded
because the key constructs of these divestments lay beyond the scope of this
chapter (e.g., Benito, 1997; Tan & Sousa, 2019). Therefore, this chapter is focused
only on the unintended and voluntary forms of IJV termination because those
types are reported to be driven by financial, organizational, and strategic reasons
rather than legal or regulatory ones (e.g., Moschieri, 2011).

3.3 Results

3.3.1 General results

The sample introduced in this chapter includes 40 articles: 39 quantitative and one
qualitative (Hennart et al., 2002). The inclusion of Hennart et al. (2002), unlike
the other qualitative studies (e.g., Arino & De La Torre, 1998; Pajunen & Fang,
2013), is conditioned by the extensive sample of terminated 1JVs (32 cases). The
sampled studies were published in 16 journals, and the most common of them are
Strategic Management Journal (SMJ), Journal of International Business Studies
(JIBS) (8 studies each), Management International Review (MIR) (3 studies),
Academy of Management Journal (AMJ) (2 studies). Therefore, 40% of chosen
articles were published in two journals (SMJ and JIBS).

As mentioned, the earliest article on JV termination was published in 1984
(Duhaime & Grant, 1984). Although the authors focused more on the divestment
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side of JVs—in that they investigated IJVs’ sell-offs and liquidations—the study
should be considered the point when JV termination was first treated as a separate
phenomenon. Gomes-Casseres (1987) subsequently extended the research to
include an international sample and also delineated termination from instability.

Interest in IJVs’ termination has grown markedly since 1987, and each subsequent
decade has seen an almost equal number of articles published (see Table 2).
However, although recent studies have drawn attention to foreign divestments
(Belderbos et al., 2021; Nguyen et al., 2022; Song, 2021), since 2016, only five of
the sampled articles focus on the determinants of the choice of TM for 1JVs.

Table 2 summarizes the information on the analyzed articles, including article
number, investigated TMs, and journal names. The articles studied all three TMs
are shown in bold. The general impression is that the current body of FDIs’
knowledge has overlooked the analysis of TMs. Instead, prior research investigated
the overall divestment (Montgomery & Thomas, 1988), compared divestment and
survival (Xu & Lu, 2007), or divestment and acquisition (Mulherin & Boone,
2000). It should also be stated that, as identified in the last column in Table 2, the
clear majority of the sampled articles opposed IJV TMs to survival rather than
comparing IJV TM(s) against each other.

Table 2. Past studies on the determinants of IJVs’ TM choice.
Termination mode Compared
# Year and Study Journal Liquidation | Sell-off | Acquisition with
survival
- v
1. Gomes-Casseres JWB v v v
(1987) —
2.| Kogut (1989) JIE v v v
Harvard v
3.| Bleeke and Ernst Business v v v
(1991) Review
4.| Blodgett (1991) JIBS v v
v
5 ManaTgement v v
Kogut (1991) Science -
v
6. Park and Russo MsS v v v
(1996)
v
7 Barkema & JIBS v v
Vermeulen (1997)
v
8. Dussauge and ISMO v v v
Garrette (1997) -
9.| Olk & Young (1997) SMJ v v v
Park and Ungson v
1 AM v v v
9 (1997) ! v
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Termination mode Compared
# Year and Study Journal Liquidation | Sell-off | Ac