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Successful international joint ventures entail both learning to aperate
across national boundaries and learning to cooperate. Hypotheses
grounded in organizational learning theory were tested with event-
history analysis and data on 1,493 expansions of 25 large Dutch firms
between 1966 and 1994. Experience with domestic joint ventures and
with international wholly owned subsidiaries contributed to the longev-
ity of international joint ventures, but prior experience with interna-
tional joint ventures did not.

International joint ventures have become a prevalent mode of entry into
global markets (Berg, Duncan, & Friedman, 1982; Harrigan, 1985; Hergert &
Morris, 1988; Wysocki, 1990). Publications on the topic mostly focus on the
motivations behind international joint venture formation (Buckley & Casson,
1988; Contractor & Lorange, 1988; Harrigan, 1985; Hennart, 1988; Hergert &
Morris, 1988; Kogut, 1988) and the conditions encouraging it {(Agarwal &
Ramaswami, 1992; Gatignon & Anderson, 1988; Gomes-Casseres, 1989; Hen-
nart, 1991; Madhok, 1997; Stopford & Wells, 1972). Little has been done,
however, to identify the factors that underlie success and failure in such
ventures; this is a remarkable omission, given their high failure rate (Chowd-
hury, 1992; Gomes-Casseres, 1987; Hill & Hellriegel, 1994; Levine & Byrne,
1986). To the extent that international joint venture failure is studied, expla-
nations have been confined to one area, namely, lack of the skills needed to
manage affiliates dispersed in unfamiliar foreign environments (Buckley &
Casson, 1988). To be successful in operating joint undertakings, however,
firms also need to master sharing ownership with a partner whose interests
only partially overlap with their own (Shenkar & Zeira, 1987).

We would like to thank the anonymous reviewers for their helpful comments and sugges-
tions.
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The present research examined the two sets of skills within an evolution-
ary perspective, to explain how firms learn to handle international joint
ventures. Hypotheses were derived from organizational learning theory (Co-
hen & Levinthal, 1990; Cyert & March, 1963) to indicate learning stemming
from experience with international wholly owned subsidiaries, with domes-
tic joint ventures, and with previous international joint ventures. Data on
1,493 domestic and international expansions of 25 Dutch multinationals
from 1966 to 1994 allowed for a longitudinal examination of learning paths
and their implications for international joint venture longevity.

THEORY AND HYPOTHESES

According to organizational learning theory, prior learning facilitates
the learning and application of new, related knowledge (Cohen & Levinthal,
1989, 1990, 1994). This idea can be extended to include the case in which
the knowledge in question is itself a set of learning skills constituting a firm’s
absorptive capacity. This capacity increases incrementally as a function of
the previous experience of the firm and its learning processes. In the foreign
entry literature, advocates of the internationalization process school, or the
Uppsala stage model (Johanson & Vahlne, 1977), have argued that firms
expand slowly from their domestic bases into progressively distant areas.
Experiential learning from previous entries is the driving force behind new
investments (Barkema, Bell, & Pennings, 1996; Davidson, 1983; Denis &
Depelteau, 1985; Johanson & Wiedersheim-Paul, 1975; Luostarinen, 1980).
The internationalization process approach focuses, however, on the early
steps in the internationalization process, ignoring the investment mode cho-
sen (Kogut & Singh, 1988).

To successfully cross national boundaries, a firm must develop informa-
tion processing and control capabilities so as to coordinate activities across
diverse environments, and it must develop the skills of tuning into and
interpreting strategic signals specific to a foreign environment. In this pro-
cess, firms unlearn practices typical of their home countries (cf. Bettis &
Prahalad, 1995; Hedberg, 1981; Lewin, 1947; McGill & Slocum, 1993; Praha-
lad & Bettis, 1986).

The complexities of working abroad are encountered not only in interna-
tional joint ventures, but also in international wholly owned subsidiaries.
Such subsidiaries offer firms the opportunity to learn to operate in a foreign
environment incrementally, without having to simultaneously adapt to a
foreign partner, thus facilitating an effective learning experience allowing
for later success. Hence,

Hypothesis 1. The longevity of an international joint ven-
ture increases with the international wholly owned subsid-
iary experience of the firm investing abroad.

One key challenge for firms operating abroad is bridging the distance to
the host culture. Cultural distance has been defined as ‘‘the sum of factors
creating, on the one hand, a need for knowledge, and on the other hand,
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barriers to knowledge flow and hence also for other flows between the home
and the target countries” (Luostarinen, 1980: 131-132). It has often been
cited as a factor in firms’ choice of less committed entry modes (Root, 1987),
specifically, their preference for joint ventures over wholly owned subsidiar-
ies (e.g. Agarwal, 1994; Bell, 1996; Bell, Barkema, & Verbeke, 1997; Cho &
Padmanabhan, 1995; Erramilli, 1991; Erramilli & Rao, 1993; Kogut & Singh,
1988; Larimo, 1993; Padmanabhan & Cho, 1996). Anderson and Gatignon
(1986) noted that cultural distance caused foreign investors to avoid full
ownership because distance increases information costs and difficulty in
transferring management skills (Buckley & Casson, 1976; Vachani, 1991).
Cultural distance adversely affects international joint ventures by eroding
the applicability of the parent’s competencies (Johanson & Vahlne, 1977; cf.
Brown, Rugman, & Verbeke, 1989; Chowdhury, 1992; Gomes-Casseres, 1989;
Harrigan, 1985, 1988; Hergert & Morris, 1988; Lorange & Roos, 1991; Parkhe,
1991). Woodcock and Geringer (1991) argued that cultural differences pro-
duce inefficient principal-agent contracts, and Li and Guisinger (1991) found
that U.S. affiliates whose partners came from culturally dissimilar countries
were more likely to fail. Thus,

Hypothesis 2. The longevity of an international joint ven-
ture decreases with the cultural distance between the
country of the firm investing abroad and the host country.

The need to select a partner and to cooperate and share control with the
partner is a major source of complexity in joint ventures. Schaan and Beamish
(1988} described the ‘‘subtle balancing act” that operating joint ventures
requires. Officers at Otis, a company whose foreign venturing dates back to
the 19th century, consider their firm's ability to quickly select partners and
work effectively with them to be a key competitive advantage (Ingrassia,
Naji, & Rosett, 1995). According to the chairman of Corning Glass, partnering
skills include ‘““the ability to cope with the constant compromise and give-
and-take that successful joint ventures require” and the ability, when neces-
sary, to “‘sit back and let someone else be in the driver's seat” (Mitchell,
1988). The capacity to work with others can be learned, however, not only
from previous international joint ventures, but also from previous domestic
joint ventures.

That knowledge relevant to the operation of international joint ventures
can be gained from domestic joint ventures is a crucial yet neglected
possibility. Since the international joint venture literature is largely a
product of the broader domain of international business, such ventures
have been juxtaposed with other forms of foreign direct investment but
not with their domestic counterparts. Yet the two joint venture types have
much in common in that both facilitate the learning of partnering skills.
Furthermore, domestic venturing allows a firm to learn how to cooperate
without simultaneously having to deal with the complexity of a foreign
environment. Thus, domestic joint ventures, like international wholly
owned subsidiaries, can be a stepping stone from which to launch interna-
tional joint ventures. Hence,
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Hypothesis 3. The longevity of an international joint ven-
ture increases with the previous domestic joint venture
experience of the partner investing abroad.

That firms learn about international joint ventures from their previous
experience with such ventures seems compelling—the experience entails
exposure to both international and partnership activities. International joint
venture experience has been found to increase firms’ propensity to set up
new ventures (Madhok, 1997), to improve their understanding of this vehicle
(Lyles, 1987, 1988), and to enhance the performance of the investing firms
(Mitchell, Shaver, & Yeung, 1994) and of the investment vehicles themselves
(Li, 1995). An incremental approach implies, however, that learning both
partnership and boundary-crossing skills at the same time may be a task that
exceeds the absorptive capacity of naive entrants who lack both types of
skills. Still, we offer the following hypothesis:

Hypothesis 4. The longevity of an international joint ven-
ture increases with the previous international joint venture
experience of the firm investing abroad.

METHODS
Sample

Hypotheses were tested on data on all expansions reported in the annual
reports of a sample of Dutch firms between 1966 and 1994. This sample
comprised the 25 largest! Dutch companies but excluded the 4 largest (Royal
Dutch, Unilever, Philips, and Akzo), which are a distinctive group in terms
of their breadth of activities, international experience, scope, and size. Totals
of national and international expansions during the period were 596 and
897, respectively. Of the international expansions, 244 were joint ventures.

Variables

Longevity. Following earlier research (Barkema et al., 1996; Carroll, Prei-
sendorfer, Swaminathan, & Wiedermayer, 1993; Carroll & Swaminathan,
1991; Chowdhury, 1992; Li, 1995; Pennings, Barkema, & Douma, 1994), we
used longevity as the independent variable. Although it is not a perfect
performance measure, previous studies have shown that longevity provides
the best estimate of managers’ perceptions of the success of an expansion
(Geringer & Hebert, 1991) and that it correlates with financial performance
(Mitchell et al., 1994). Longevity was defined as the number of years a ven-
ture persisted.?

'In terms of firm value, these were the largest firms listed in 1994 on the Amsterdam
Stock Exchange.

2 Executives of a subset of 5 firms were asked to rate the success of the international joint
ventures in our data set (N = 31) on a seven-point scale. Like Geringer and Hebert (1991), we
calculated the Spearman correlation between the longevity of these international joint ventures
and their success as perceived by the managers. The correlation coefficient was .55 (p < .001),
a value comparable to that of the coefficient found by Geringer and Hebert (.46). In addition,
we found that only one of the ventures was planned to be short-lived from the start.
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Cultural distance. Cultural distance to the host country from the Nether-
lands was measured with Kogut and Singh’s (1988) index. This index is an
aggregate of the four dimensions of culture outlined in Hofstede (1980), and
has been used often in studies of foreign entry (Agarwal & Ramaswami, 1992;
Benito & Gripsrud, 1992; Cho & Padmanabhan, 1995).> Cultural difference
scores unavailable from Hofstede’s published work (1980, 1991) were ob-
tained via personal communication with that author.

Experience. Experience with each of four types of affiliation—
international joint venture, domestic joint venture, international wholly
owned subsidiary, and domestic wholly owned subsidiary—was measured
as the number of previous such affiliates a firm had had by the time of a
new affiliate’s founding.

Control variables. To mitigate potential omitted-variable problems, we
controlled for experience with domestic wholly owned subsidiaries.* In addi-
tion, the following time-variant control variables were used: The logarithm
of the assets of a firm in the year of an international joint venture’s founding
served as a proxy for firm size. The return on equity of the firm in that year
was used as a proxy for firm profitability. We also controlled for the gross
national product per capita of the host countries. Table 1 presents summary
statistics on these and other variables.

Analysis

Analysis was done with LIFEREG, an event-history analysis method
(SAS Institute, 1988). The model used is based on an assumed accelerated
failure-time with a Weibull distribution. The analysis entailed the explora-
tion of whether the hazard rate of ventures (the converse of the survival rate)
varies with the amount and type of a firm’s experience. For example, a
negative coefficient associated with domestic joint venture experience im-
plies that international joint ventures dissolve more slowly if the firm in-
vesting abroad has previous experience with domestic joint ventures.

RESULTS

Hypotheses 1 and 3 predict that international joint venture longevity
increases with the experience of the firm that is investing abroad with interna-
tional wholly owned subsidiaries and domestic joint ventures, respectively.
Table 2 (model 1) shows that both effects are in the expected direction.

 The Kogut and Singh (1988) index of cultural distance is an arithmetic average of the
deviations of each country from the index of the Netherlands along Hofstede’s (1980) four
cultural dimensions. Algebraically, it is calculated as CD, = X, [(I; — L)/ V]/4, where
CD; = the cultural distance of the jth country from the Netherlands, I; = the index for the ith
cultural dimension and jth country, n = the Netherlands, and V; = the variance of the index
of the ith dimension.

* Firms may also benefit from other sorts of experience when launching international joint
ventures—from exporting, for example—but such data were not available. If firms learn from
exporting, the effects measured in this study may overestimate the effects of learning from
previous international expansions on the longevity of international joint ventures.
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TABLE 1
Means, Standard Deviations, and Correlations®
Variable Mean s.d. 1 2 3 4 5 6 7
1. International joint
venture experience 7.15 6.29
2. Domestic joint
venture experience 3.52 4.67 .25

3. International wholly

owned subsidiary

experience 13.05 12.61 .50 .34
4. Domestic wholly

owned subsidiary

experience 10.79 10.35 .23 42 .60
5. Cultural distance 3.04 1.25 .09 06 .07 -.12
6. Assets® 13.65 1.27 .50 .57 .15 .27 —.05
7. Return on equity 0.11 012 -.20 -—-.17 .20 28 -.01 -.23
8. Gross national
product 8.52 6.00 -—.03 21 .18 37 -.27 17 .14

* N = 244, Correlations with absolute values greater than .13 are significant at p < .05.
® Value is a logarithm.

The effects of both international wholly owned subsidiary experience
and domestic joint venture experience are significant (p < .05 and p < .10,
respectively). Since we predicted that experience with either international
wholly owned subsidiaries or domestic joint ventures could be used as a
stepping stone tc success with international joint ventures, we also tested a
version of the model that included the interaction between international
wholly owned experience and domestic joint venture experience (see model
2). If either type of experience can be used as a stepping stone, a firm that
already has experience with domestic joint ventures should benefit less from
experience with international wholly owned subsidiaries, and vice versa.
This observation implies that the interaction term {capturing firms’ having
both types of experience) and the two main effects should have opposite
signs. The interaction term is indeed positive and significant (p < .01). The
main effects of international wholly owned subsidiaries and domestic joint
ventures become more significant in this model (p < .001) than they were
in model 1. Support for the hypotheses strengthens when the incremental
nature of learning (that either type of experience can serve as a stepping
stone) is recognized in the model.

Hypothesis 2 predicts that international joint venture longevity de-
creases with the cultural distance between foreign investor and host country.
The results contained in model 1 show that the effect of cultural distance is
significant and in the expected direction (p < .05).

Hypothesis 4, predicting that firms benefit from previous international
joint ventures when launching new ones, was not supported (see Table
2). Apparently, the firms in our sample did not learn from their previous
international joint venture experience.
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TABLE 2
Results of Event-History Analysis for Types of Experience®
Independent Variables Model 1 Model 2
Intercept 0.87 0.59
(1.15) (1.22)
International joint venture experience 0.01 0.03
(0.03) (0.03)
Domestic joint venture experience —0.05% ~0.19%**
(0.03) (0.06)
International wholly owned subsidiary experience —0.03* —0.06***
(0.02) (0.02)
Domestic wholly owned subsidiary experience 0.01 —0.00
(0.01) (0.01)
Domestic joint venture X international wholly owned subsidiary 0.01**
experience (0.00)
Cultural distance 0.12* 0.13*
(0.07) (0.07)
Assets® 0.14 0.18t
(0.09) (0.09)
Return on equity 1.55% 1.15
(0.88) {0.86)
Gross national product per capita —0.01 -0.01
(0.01) {0.02)
Log likelihood -195 -191

2 Numbers in parentheses are standard deviations.
b Value is a logarithm.
tp<.10
*p<.05
**p<.01
*x% < 001

Product Diversification as a Moderator

A key notion underlying this research is that firms can only absorb
experience if it relates to what they already know (Cohen & Levinthal, 1990).
International expansion paths need to be incremental to allow firms to inter-
pret new experience and to foster learning. This statement suggests that a
firm learns from experience with international wholly owned subsidiaries
and with domestic joint ventures if the experience is related to the firm’s
knowledge base—if it is acquired in the same line of business as the firm’s
principal business (constituting horizontal expansion), or in a related line
of business (related expansion), or up or down the value chain (vertical
expansion). In contrast, expansion into an unrelated line of business may
trigger information overload and make it difficult for a firm’s key managers
to interpret the experience and benefit from it when entering international
joint ventures later.

The sampled firms’ expansion experience was thus separated into (1)
horizontal, related, and vertical expansions (cf. Pennings et al., 1994) and

Copyright © 1997. All rights reserved.



1997 Barkema, Shenkar, Vermeulen, and Bell 433

(2) unrelated expansions. Table 3 presents the estimation results, which
show significant effects for both experience with international wholly owned
subsidiaries and experience with domestic joint ventures in related busi-
nesses. The effects of previous experience in unrelated businesses are insig-
nificant. The results are again consistent with an incremental learning ap-
proach.

Sensitivity Analysis
Firm-specific effects. In view of Hitt, Harrison, Ireland, and Best’s (1995)
findings for mergers and acquisitions, we also considered learning effects at

TABLE 3
Results of Event-History Analysis with Product Diversification
as Moderator*

Independent Variables Model 3
Intercept 0.46
(1.37)
Unrelated international joint venture experience 0.02
{0.09)
Related international joint venture experience 0.03
(0.04)
Unrelated domestic joint venture experience -0.13
{0.13)
Related domestic joint venture experience —0.20*
{0.09)
Unrelated international wholly owned subsidiary experience ~0.07
(0.12)
Related international wholly owned subsidiary experience —0.05*
(0.03)
Domestic wholly owned subsidiary experience —0.00
(0.01)
Unrelated domestic joint venture X international wholly owned subsidiary —0.03
experience (0.12)
Unrelated domestic joint venture X related international wholly owned 0.00
subsidiary experience (0.01)
Related domestic joint venture X unrelated international wholly owned 0.04
subsidiary experience {0.09)
Related domestic joint venture X related international wholly owned subsidiary 0.02*
experience (0.01)
Cultural distance 0.13*
(0.07)
Assets® 0.18
{0.10)
Return on equity 1.77
(1.07)
Gross national product per capita ~0.01
(0.02)
Log likelihood —188

¢ Numbers in parentheses are standard deviations.
® Value is a logarithm.
*p<.05
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the individual firm level, using models with interactions between learning
effects and dummy variables for firm. This procedure captured firm-specific
learning gained from previous types of affiliation and applied to new interna-
tional joint ventures. Not all 25 firms had engaged in all the affiliate types
studied, so fewer than 25 interaction terms resulted for each type of learning
effect. In addition, some interaction terms had to be removed from the models
for reasons of multicollinearity. There remained 17 firm-specific effects of
previous international wholly owned subsidiaries, 13 firm-specific effects of
previous domestic joint ventures, and 16 firm-specific effects of previous
international joint ventures. Of these effects, 11, 10, and 5, respectively, were
significant and in the expected direction, mostly at the p < .001 level. The
results suggest that most firms learned about international joint ventures
from international wholly owned subsidiaries or domestic joint ventures and
that some firms also learned from previous international joint ventures. A
subsequent analysis suggested that firms did not learn from previous interna-
tional joint ventures unless the latter experience was preceded by experience
with either domestic joint ventures or with international wholly owned
subsidiaries.’ Finally, an exploratory analysis suggested that firms learned
from failures rather than successes with international wholly owned subsidi-
aries, but this result was not obtained for domestic joint venture experience.

Shape of experience curves. To examine learning theory’s assertion
regarding decreasing marginal returns from experience (Yelle, 1979), we
added quadratic terms of the experience variables to the linear effects. The
quadratic effects were insignificant. We also estimated models that separated
the experience with international wholly owned subsidiaries into two catego-
ries, experience with fewer than 10 international wholly owned subsidiaries,
and experience with more than 10. We also estimated similar models for
two categories of domestic joint venture experience and international joint
venture experience, respectively. The analyses did not support the notion
of decreasing returns to learning.® Learning about international joint ventures
may be so complex that the experience curve had not leveled off yet for the
firms studied, which were in their early decades of international expansion.

Hofstede’s dimensions. Culture is a complex phenomenon that embodies
a host of values, beliefs, and norms, many of which are subtle, intangible, and
difficult to measure. Interpretation of culture as a unidimensional, aggregate
phenomenon, although popular in the foreign entry literature (e.g., Agarwal &
Ramaswami, 1992), oversimplifies a complex construct (Shenkar & Zeira,
1992) and may explain the mixed results studies have yielded regarding the

® We found no significant learning effects of previous international joint ventures that were
not preceded by international wholly owned subsidiaries or domestic joint ventures. Exploratory
analysis revealed a significant learning effect of international joint ventures preceded by at least
10 domestic joint ventures or 30 international wholly owned subsidiaries. The effect remained
if firm dummies were added to the analysis.

¢ Similar conclusions were reached for other cut-off rates, for instance, for 5 and for 20 ven-
tures.
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impact of cultural distance on foreign expansion (Benito & Gripsrud, 1992;
Kogut & Singh, 1988; Madhok, 1997; Padmanabhan & Cho, 1996).

To take account of this complexity, we did some further analysis regard-
ing Hofstede’s conjectures about the different impacts of gaps between two
cultures along his four dimensions. Hofstede (1989) suggested that although
some cultural gaps were not very disruptive or were even complementary,
differences between two cultures in uncertainty avoidance were potentially
very problematic for international cooperation because of correlated differ-
ences in tolerance toward risk, formalization, and the like. An uncertainty
avoidance gap is likely to be detrimental to international joint venture opera-
tion because uncertainty is an inherent characteristic of operating in a foreign
environment and because such a gap implies contrasting expectations regard-
ing the predictability of partner behavior, also a key issue in international
joint ventures. Indeed, the results show a significant effect for uncertainty
avoidance (0.19, p < .01) but not for the other dimensions.’

Developed versus developing countries. Experience with international
wholly owned subsidiaries in developed countries may be less useful when
applied to joint ventures in developing countries, and vice versa. Hence,
experience with international wholly owned subsidiaries was separated into
experience in developed countries (Ronen and Shenkar’s [1985] Nordic,
Germanic, Angle, and Latin European blocs) and in developing countries
(the remaining Ronen and Shenkar blocs; see Table 4). The dummy variable
“developed country” in Table 4 captures whether an international joint
venture was in a developed country (or not), and the dummy variable “devel-
oping country” captures the opposite.

The results presented in Table 4 show that international joint ventures
in developed countries benefit significantly from the experience of the firms
investing abroad (the Dutch firms) with international wholly owned subsidi-
aries in developed countries, but not from such firms’ previous ventures in
developing countries. Similarly, international joint ventures in developing
countries benefit significantly from investor’s previous experience with inter-
national wholly owned subsidiaries in developing countries, but not from
experience with such subsidiaries in developed countries.

Another interesting result given in Table 4 is that the effect of cultural
distance is significant for international joint ventures in developing coun-
tries, but not for international joint ventures in developed countries. To get
a sharper view of the effects of cultural differences between the foreign and
host country on the longevity of international joint ventures in developed
countries, we replaced the cultural distance variable (per Hofstede) for devel-
oped countries with dummy variables representing Ronen and Shenkar’s
blocs, making the Nordic bloc (to which the Netherlands belongs) the omitted

?No effects were found for the power distance and masculinity/femininity dimensions.
The effect of individualism became significant if gross national product per capita was deleted
from the model as a control variable.
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TABLE 4
Results of Event-History Analysis for Developed/Developing Countries®
Independent Variables Model 4
Intercept 1.71
(1.31)
International joint venture experience 0.05
(0.04)
Domestic joint venture experience —0.15**
(0.06)
Developed international wholly awned subsidiary experience X developed —0.07**
country (0.02)
Developed international wholly owned subsidiary experience X developing —0.01
country (0.03)
Developing international wholly owned subsidiary experience X developed —-0.02
country (0.12)
Developing international wholly owned subsidiary experience X developing ~0.11***
country (0.03)
Domestic wholly owned subsidiary experience —0.01
(0.01)
Domestic joint venture X international wholly owned subsidiary experience 0.01*
(0.01)
Cultural distance X developed country 0.03
(0.11)
Cultural distance X developing country 0.14*
(0.07)
Assets® 0.08
(0.10)
Return on equity 2.09*
(1.05)
Gross national product per capita 0.01
(0.02)
Log likelihood —183
*p <.05
* * p < .01
**x p <001

@ Numbers in parentheses are standard deviations.
b Value is a logarithm.

category.® The results showed significant effects for the Germanic, Anglo,
and Latin European dummies (1.46, p < .05, 1.67, p < .05, and 1.55, p <
.05, respectively), suggesting that joint ventures of Dutch companies with
partners in the three latter blocks encountered more problems than Dutch
ventures with partners from other Nordic block countries. Using any of the
other three dummies (Germanic, Anglo, or Latin European) as the omitted

® The Ronen and Shenkar (1985) cultural blocs are based on a synthesis of eight clustering
studies, including Hofstede (1980). The clustering represents the similarity of national cultures
and transcends the explicit dimensions making up that complex construct.

Copyright © 1997. All rights reserved.



1997 Barkema, Shenkar, Vermeulen, and Bell 437

category did not result in significant effects for the other two, suggesting that
the magnitude of cultural problems did not vary significantly across these
three cultural blocs.®

Further analyses. In further analyses, a number of control variables were
added, including a time-variant measure of firm diversification (capturing
the level of diversification for each firm for each year) and the level of
diversification implied by the international joint venture (coded 1 for related,
horizontal, or vertical diversification and 0 otherwise). These analyses did
not lead to different conclusions. We also separated previous experience
with international wholly owned subsidiaries into experience with start-ups
and experience with acquisitions and obtained virtually identical results for
both. Finally, we repeated all the analyses using distributions other than the
Weibull distribution that underpins the above results, including gamma,
logarithmic logistic, and logarithmic normal distributions. All the results
were equally supportive.

DISCUSSION

The findings of the present study expand earlier findings illustrating the
incremental nature of firms' learning of new technologies (Cohen & Levinthal,
1990), across industries (Chang, 1995; Pennings et al., 1994; Ramanujam &
Varadarajan, 1989}, and beyond national borders (Barkema et al., 1996; Johan-
son & Vahlne, 1977; Johanson & Wiedersheim-Paul, 1975). Specifically, this
study identifies both experience with domestic joint ventures and experience
with international wholly owned subsidiaries as stepping stones from which
operation of international joint ventures can be successfully launched—as
long as the experience is related to a firm’s core business. Domestic joint
ventures allow firms to learn about partnering without having to simultane-
ously handle the vagaries of foreign settings. International wholly owned
subsidiaries allow firms to learn how to operate in foreign settings without
the complexities of cooperating with a partner, provided the experience is
accumulated in the same context—that is, in developed countries if the new
expansion is into a developed country, and in developing countries if the
new expansion is into a developing country. And, in line with previous
conjectures (e.g., Hofstede, 1989), international joint venture longevity de-
creased with the cultural distance between a Dutch investor and a host
country.

The significant role played by domestic joint ventures in preparing firms
for cross-border joint ventures is especially noteworthy and represents a
unique contribution of this research. In addition to pinpointing a crucial, yet
neglected, way of learning to successfully operate international joint ventures,

® Not surprisingly, estimation results from the full model with dummies for all Ronen and
Shenkar blocs (Germanic, Anglo, Latin European, Latin American, Far Eastern, African, etc.,
with Nordic as the omitted category) tested on the whole data set showed highly significant
effects of the bloc dummies associated with non-European cultures.
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this finding has implications for the learning process in international busi-
ness. The finding confirms that an analysis of a multinational corporation’s
operations abroad should also include paths from its domestic activities,
and that international business research should not be rigidly confined to
nondomestic operations.

If one accepts the premise that the national culture of a multinational
corporation can moderate its ability to learn to cooperate with others and
to adapt to foreign settings (Hickson, 1996; Hofstede, 1983), the present
study—which was limited to Dutch multinationals—should be replicated
for firms rooted in other national settings. Given our confirmation of the
importance of uncertainty avoidance (Hofstede, 1989), it would be interesting
to compare the findings for the Netherlands, a country with low uncertainty
avoidance, with results for a country with high uncertainty avoidance, such
as Japan. Similarly, given the prominence of the Netherlands as a foreign
investor, multinational corporations from developing and newly industrial-
ized economies would make a valuable base for comparison.

The above strategies, combined with the broadening of potential learning
paths to include trading activities as well as mergers and acquisitions, will
go a long way toward enhancing scholars’ understanding of the foreign invest-
ment learning process. This understanding will not be complete, however,
withoutinjecting the internal processes that are part and parcel of the learning
process. The present findings suggest that most, but not all, firms benefit
from their experience with domestic joint ventures and international wholly
owned subsidiaries when entering international joint ventures. To under-
stand why, researchers should examine the structural and process factors
facilitating learning in alliances (cf. Hitt et al., 1995), as well as the custo-
mized channels allowing for the creation and transfer of knowledge within
multinational corporations (cf. Bartlett & Ghoshal, 1989; Hedlund, 1994).
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