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The Impacts of National Culture and Conflict Controlling Styles in International Joint Ventures

Abstract
This study aims to examine the relationships between Long-term Orientation (LTO), conflict controlling, and international joint ventures (IJVs) performance. Empirical results collected from 49 Sino-Taiwanese IJV general managers in China. It is found that IDV is a constructive variable on the influence of conflict controlling. LTO receive little impact on one dimension: legalistic. However, most of the variables do not have significant influence on IJVS performance. Based on the findings, several suggestions are made for further research.
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1. INTRODUCTION

International joint ventures (IJVs) management have been a popular topic in the field of International Business Research. The impacts of Long-term Orientation (LTO) and individualism (IDV) on IJVS performance have received mixed results. The goal of this study is to examine the relationship between LTO, IDV, conflict controlling, and IJVS performance. This study is organized in the following way. First, previous studies are reviewed on LTO, IDV, conflict controlling and performance. Second, research methodology including questionnaire, sample, and variable measure are discussed. Third, results and discussion of the findings are presented. Finally, implications, limitations and further research are shown in the conclusion.
2. LITERATURE REVIEW

Culture is a complex concept with many definitions. Hofstede’s definitions: ‘the collective programming of the mind which distinguishes the members of one human group from another’ probably is the most cited definitions since 1980s (Hofstede, 1991: 4-5). His IBM survey, one of the most influential contributions in cultural studies, collected data from IBM’s oversea subsidiaries in more than seventy countries. Hofstede suggests that nation can be the cultural boundary since the different systems between countries such as legal and educational systems are the collective programming, which differentiate people of one nation from another (Hofstede, 1983). Four dimensions, power distance, individualism, uncertainty avoidance, and masculinity, are found through a combination of quantitative methods and theoretical reasoning. Each of the cultural dimensions, however, is reflected in the national culture patterns exhibited across countries (Hofstede, 1983).
Hofstede (1980) carry out IBM survey collected data by questionnaires from over 116,000 stuffs in IBM’s branches in over 50 countries. The findings of this survey are one of the most influential contributions in cross-culture research. Four dimensions (i.e. Power Distance, Uncertainty Avoidance, Individualism, and Masculinity) are found through a combination of factor analysis and theoretical reasoning. The Chinese Value Survey (CVS) found that the Confucian work dynamism was not related to any of Hofstede’s four dimensions (Hofstede and Bond, 1988) and was renamed as Long-term Orientation as the fifth dimension (Hofstede, 1991). Individualism (IDV) and Long-term Orientation (LTO) are used only as independent variables by two reasons. First, Barkema and Vermeulen (1997) suggest that power distance and long-term orientation on behalf of the similar aspect of culture is too much of a simplification. Second, it is suggested that PD and IDV are the two dimensions particularly different between nations (Chow et al., 1999).

Individualism describes the relationship between the individual and the collectivities, which prevails in a given society. On one hand, people in these societies can enjoy a large amount of freedom since the ties between individuals are very loose. Therefore, they tend to take care themselves and focus on their own interest. On the other hand, the ties are very tight and people tend to have responsibility taking care of their family and protecting their family’s interest. Individualism bears directly on issues of internal integration and influences relationships with personnel, such as the organization’s choice of control forms, reward system (Hofstede 1980, p.218). Managers from high-individualism (HIDV) and low-individualism (LIDV) working in IJVs may have more conflicts because they focus on different fields. Managers from LIDV countries such as Taiwan, Hong Kong, endorse “traditional” points of view, not supporting employee initiative and group activity. In contrast, managers form HIDV countries, such as U.S.A., France, endorse “modern” points of view on stimulating employee initiative and group activity. 

A survey conducted a team of 24 researchers called The Chinese Culture Connection (1987) in 22 countries. There are three factors found in this study from the Chinese Value Survey (CVS) correlated with three of Hofstede's four dimensions. One of the factors was unrelated to any of Hofstede's but correlated, named Confucian work dynamism. Hofstede (1991) introduces it to be the fifth dimension. He divides it into two poles: one is labelled "long-term orientation" which is more oriented towards the future (especially perseverance and thrift); the other is labelled "short-term orientation" which is more oriented towards the past and the present. Hofstede argues that long-term orientation may be the key factor of economic growth in Asia (1991, p.167). The fifth dimension, LTO, adopted by Hofstede and Bond (1988) has received less attention since scores are available for only twenty-three countries (Hofstede 1991). His multi-dimensional operation provides the beginning of paradigm development in cross-cultural research.
Geringer and Hebert (1991) found that subjective and objective measures are highly correlated. By a sample of UK alliances, Glaister and Buckley (1998) confirmed Geringer and Herbert’s finding. Hence, a subjective measure of asking alliance general managers’ satisfaction in general is used in this study. Satisfaction has been used as an inclusive indicator of how a firm assesses some of the other costs and benefits of its alliance relationship beyond economic performance. Specifically, this study focuses on overall satisfaction with the relationship and the partners, and whether the partner provided adequate contributions to the alliance operation (Cullen and Johnson, 1995). In a recent study carried out by Hofstede and his colleagues, they found that businessperson’s goals are significantly related to Power Distance Index (Hofstede et al., 2002). Managers from HIDV countries feel the unimportance of “Profits 10 years from now”. 
Early studies employ some financial indicators such as profitability and growth in measuring the performance of joint ventures (Lecraw 1983, Lee and Beamish 1995). There are three limitations of using this type of measure. First, many joint ventures have no public financial reports. Second, it is difficult to compare joint ventures across different industries with financial performance (Brown et al. 1994). Third, a joint venture may reach a long-term performance but using short-term financial measures could indicate poor performance (Anderson 1990). However, IJV managers in China still put more focus on profits than on any other criteria. Hu and Chen (1996) argued that high profit is a good measure of performance for China’s government since they indicated more tax and jobs. In a sample of u.S.-Sino joint venture, Osland and Cavusgil (1996) found that both partners are satisfied with the performance of the joint venture since profits reached their goal. Stelzer et al. (1992) reported that 60% of the u.S. partners announced 10% or more ROI in a five-year average. In a sample of 114 IJVs involving North American, European, Japanese and Overseas Chinese partners, Dong et al. (1997) found that the Overseas Chinese partners put more focus on profitability than other foreign partners. 
Buchel and Thuy (2001) proposed a performance evaluation, with measures clustered into four approaches: economic, strategic, behavioral, and learning approaches. The economic approach concerns financial output and focuses on increasing the value of the shareholders (Buchel and Thuy 2001). The theory for this approach is based on financial and capital markets and involves examining measures such as cost control, ROI, market share, and sales growth which can be examined in the short-term. However, the strategic approach emphasizes long-term output such as customer satisfaction, ability to compete with global competitors in local market, and market potential. 
The behavioral approach focuses on processes within the IJV, which concerns the conduct of the participants in the IJV rather than the output criteria. This approach is based on an evaluation of the IJV’s internal transformation such as effective communication, working well together, and the development of trust and commitment, which are viewed as medium-term measures. Moreover, the learning approach considers not only the acquisition of knowledge and the attainment of learning goals, but also the learning processes, which support these ends (Buchel et al. 1998, Buchel and Thuy 2001). Both the behavioral and learning approaches are viewed as medium-term orientation. Whose perspective can represent all the IJV parties’ opinions? Is it the local parent firm’s, foreign parent firm’s, or IJV general manager’s? Many studies use the parent firm’s perspectives to measure IJV’s performance while Anderson (1990) argued that joint ventures should be evaluated primarily as stand-alone entities seeking to maximize their own performance, not the parents’. 
Using single-parent respondent takes the risk that foreign and local-parents in an IJV could have different needs. Therefore, they may have different levels of satisfaction. Beamish (1987) argued that parents sometimes differ in their assessment of performance so that only mutual agreement between the partners regarding their overall satisfaction was considered successful. Nevertheless, researchers who collected data from multi-parents are faced with time and budget problems. Anderson (1990) argued that joint ventures should be evaluated primarily as stand-alone entities seeking to maximize their own performance, not the partners’. This perspective frees the venture from parent firm’s politics and parochial viewpoints (Reis and Rottig, 2009). 
Cullen and Johnson (1995) found that conflict can damage the partner’s relationship and result in lower alliance performance. Dyer and Song (1997) found that the conflict resolution strategies are different between US and Japanese managers. Morris et al. (1998) found that Chinese tend to use conflict avoiding strategy but Americans tend to use forcing style conflict strategy. Problem-solving refers to the involvement of frankness, information exchanging in order to achieve an effective solution acceptable for both parties. In other words, this strategy tends to build up a satisfaction relationship for both alliance partners to achieve their goals (Campbell et al. 1988). People with this style tend to face conflict and try to find a proper way to solve problem. They will focus on both of their own and others’ need in balance. 

Chinese managers tend to maintain harmony and hesitate to discuss problems with their partners directly and openly. The ways of telling partners their ideas and asking them for their ideas directly and openly are not seen as a wise strategy. By contrast, US managers appear to discuss problems openly and directly. They like to tell partners about their ideas and ask partners for their ideas. US managers like to be more assertive, ask more questions, and debate more and they think Japanese tend to avoid arguments (Kim and Paulk 1994). 
IDV is viewed as a major dimension in the observation of culture. In an individualistic culture such as the US, people emphasize on what they can do. By contrast, in a collectivistic culture such as Japan, meeting social responsibilities is more important than one’s own interest (Triandis 1995). In a comparison of conflict resolution strategies between Hong Kong and Chinese students, Kirkbride et al. (1991) found that these students tend to compromise more when facing conflicts. They argue that the compromising strategy is adopted by Chinese because of a larger PD culture. In a comparative study, Taiwanese were found to use compromising strategy more than Americans (Trubisky et al. 1991). Forcing refers to a one-sided effort to dominate the process of decision-making (Thomas 1976). In a HPD/LIDV country such as China, supervisors tend to order and subordinates would like to follow without question. By contrast, in a LPD/HIDV country such as the US, it is better to explain the reason before supervisors ask their subordinates to follow. In alliances, one of the parent firms could use their power such as ownership advantage in decision-making when disagreements between parents occur. 
Legalistic refers to people tending to avoid future conflict or trying to solve present conflict by written contract or by seeking legal arbitration. Contract or legal arbitration is a formal form of communication with partners in alliance management. However, formal roles and contract cannot guarantee the trust and understanding between alliance parents (Child and Faulkner 1998). US managers prefer to have confrontations whilst Chinese tend to maintain ‘face’. In other words, Chinese refer to avoid or solve conflict in private. In a HIDV country such as the US, people would use legalistic way to solve problems. “See you in court” or taking legal actions are not unusual in this society (Ross 1993, p.108). By contrast, in a LIDV country such as China, people would negotiate and use personal relationship to solve before taking legal action. 
Thus, the hypotheses will be:

H1a-b: IJVS performance is (a) positively related to foreign parent’s LTO, but (b) negatively related to foreign parent’s IDV.

H1c: Problem-solving strategy is positively related to IJVS performance.
H1d: Compromising is positively related to IJVS performance.

H1e: Forcing is negatively related to IJVS performance.

H2a-b: Problem-solving is (a) negatively related to LTO but (b) positively related to IDV.

H3a-b: Compromising is (a) positively related to LTO but (b) negatively related to IDV.

H4a-b: Forcing is (a) positively related to LTO but (b) negatively related to IDV.

H1f: legalistic is negatively related to IJVS performance.

H5a-b: Legalistic is (a) negatively related to LTO but (b) positively related to IDV.

3. METHODOLOGY

The questionnaire consists of three parts. Part III of the questionnaire measures cultural dimensions of parent’s firms. A self-reported measure of Hofstede’s two dimensions: Long-term (LTO) and individualism (IDV) (1980, 1991) is used in this study. 8 questions adopted from Hofstede’s Cultures and Organizations (1991 p.37, 67) are measured by 10-point bipolar scales. Part II of the questionnaire concerns conflict controlling (i.e. problem-solving, compromising, forcing, and legalistic), which were adopted from Lin and Germain (1998). Part III performance uses subjective measure. IJVS general managers are asked a question “In general, how satisfied has your company been with the JV’s overall performance?” This item ranks by a Likert-type scale from very unsatisfied=1 to very satisfied =5. 
Sino-Taiwanese IJVSs were chosen as the research setting since Taiwan has deep historical links with China and is often spoken of within the category ‘Overseas Chinese’. Sample in this study was generated from periodicals issued in Taiwan such as the “Taiwan Stock Market Listed Companies Investing in China 1999” (Taiwan Research Institute 2000); “The Member Lists of Taiwan Business Societies in Mainland China 2001” (Straits Exchange Foundation 2001); and “A List of Taiwanese Companies Investing in China 1993-2001” (Chinese National Federation Industries 2001). 211 questionnaires in Chinese were sent to senior managers of parent companies in Taiwan. The survey was followed up by one reminder due to time and cost considerations. Taiwanese parent companies returned 55 questionnaires, of which 49 are used in the analysis (a usable return rate of 23.22%). 

4. RESULTS

The correlation matrix of variables is presented in Table 1. The regression results for Taiwanese senior managers are summarized in Table 2. IJVS performance is expected to be positively related to LTO (H1a), problem-solving (H1c), and compromising (H1d), but negatively to IDV (H1b), forcing (H1e), and legalistic (H1f). As shown in Table 2, Most of hypotheses are not supported, whilst H1e is weakly supported. Problem-solving is expected to be negatively associated with LTO (H2a) and positively with IDV (H2b). H2a and H2b are not supported. Regarding the influence of LTO, compromising (H3a) and forcing (H4a) are not supported but legalistic (H5a) is weakly supported. According to H3b, H4b, and H5b, IDV is predicted to associate with compromising, forcing, and legalistic are all strongly supported.

5. DISCUSSION AND CONCLUSION
This research has offered a more comprehensive understanding of how the IJVS performance impacted by LTO, IDV, and conflict controlling, which include four dimensions (i.e. problem-solving, compromising, forcing, and legalistic). The ability of IJVS general managers to work effectively is largely dependent on their cultural fit. IJVS performance can be depressed form the start as the parents’ goals: long-term or short-term are constrained by the types of measures that they intend to use. Different and conflicting goals will lead to distrust each other and then dissolve the IJVS.

Culture is a composite but consequential concept. Achieving cultural fit is a fundamental challenge for IJVS performance. A good cultural fit between foreign and local parents optimizes the potential of the IJV and helps to avoid the threats to its survival, which may arise from misunderstanding and distrust. The results in this study have clear cultural implications. First, it is found that conflict controlling is largely influenced by IDV whilst LTO is not. Second, this study develops a set of 8 questions to measure the two dimensions: IDV and LTO. It could be the first study in the field of IJV research using self-reported measures to examine the impact of Hofstede’s dimensions on IJVS management. Finally, this study generally echoes other researchers in the field of cross-cultural studies, in which conflict issues are found to be influenced by cultural dimensions. 

When forming IJVSs in countries, in which businessmen have different management styles, Western firms are likely to face highly cultural barriers and lower performance. We suggest that foreign managers may include learning approach as a port of performance measures in the first two years of IJVSs. This will give IJVS general managers more time to gain knowledge of local culture and adjust their behaviors and strategies, which can lead to higher performance in the long-term.

Several limitations of this research should be mentioned. First, the database in this study is built up by several sources; although we did as much as possible to collect the information of IJV in China, the database scale in this study is relatively limited. According to the “China Statistical Yearbook” (1997, p.605), 31,876 IJVSs were approved in 1996. The size of our sample is therefore relatively small compared to the total number of IJVSs in China. Second, this survey collects information only from survival IJVs since the database did not include failed IJVs. The absence of failures from business research is a generic methodological problem, and further research can benefit from very detailed case study (Robson et al. 2002). A study of failure would, however, provide valuable information about the factors leading to success. 

Table 1 Correlation Matrix for Variables (N = 49)

	
	
	
	
	
	
	
	
	Mean
	SD

	IDV
	1.00 
	
	
	
	
	
	
	6.03
	1.14

	LTO
	-0.02 
	1.00 
	
	
	
	
	
	5.16
	1.15

	Problem-solving
	0.18 
	-0.05 
	1.00 
	
	
	
	
	3.68
	0.66

	Compromising
	0.39 **
	0.01 
	0.27 
	1.00 
	
	
	
	3.71
	0.66

	Forcing
	0.49 **
	-0.16 
	0.12 
	0.29 *
	1.00 
	
	
	3.55
	0.53

	Legalistic
	0.39 **
	0.22 
	-0.03 
	0.57 **
	0.34 *
	1.00 
	
	3.13
	0.76

	Performance
	0.13 
	-0.32 *
	0.25 
	0.20 
	0.30 *
	-0.07 
	1.00 
	3.57
	0.76

	** p<0.01
	
	
	
	
	
	
	
	
	

	*p<0.05
	
	
	
	
	
	
	
	
	


Table 2 Regressions Analysis Results for Respondents (N = 49)

	H
	
	Beta
	R²
	Results

	H1a
	LTO ( Performance (+)
	-.223
	.248 c
	NS

	H1b
	IDV ( Performance (-)
	.038
	
	NS

	H1c
	Problem-solving ( Performance (+)
	.150
	
	NS

	H1d
	Compromising ( Performance (+)
	.220
	
	NS

	H1e
	Forcing ( Performance (-)
	.279 c
	
	WS

	H1f
	Legalistic ( Performance (-)
	-.224
	
	NS

	H2a
	LTO ( Problem-solving (-)
	-.043
	.035
	NS

	H2b
	IDV ( Problem-solving (+)
	.181
	
	NS

	H3a
	LTO ( Compromising (+)
	.022
	.154 b
	NS

	H3b
	IDV ( Compromising (-)
	.392 a
	
	S

	H4a
	LTO ( Forcing (+)
	-.149
	.260 a
	NS

	H4b
	IDV ( Forcing (-)
	.484 a
	
	S

	H5a
	LTO ( Legalistic (-)
	.231 c
	.206 a
	WS

	H5b
	IDV ( Legalistic (+)
	.396 a
	
	S


a: p< 0.01, b: p<0.05, c: p<0.1 
NS: not support

WS: weakly support

S: support
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