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Abstract
Drawing on the dynamic capabilities perspective, this study provides some
important insights into the paradox of the knowledge transfer-firm
performance relationship in international joint ventures (IJVs) in an emerging
market, China. It examines the IJV’s distribution capability as the underlying
mediating mechanism through which the potential benefits of foreign
parent-IJV knowledge transfer can be channeled and transformed into
superior IJV performance. In this mediation process, the IJV’s absorptive
capacity and market turbulence work as two boundary conditions that
reinforce the role of foreign parent-IJV knowledge transfer on the IJV’s
distribution capability. Specifically, this study delineates how the IJV’s
distribution capability mediates 1) the complementary effects of knowledge
transfer and absorptive capacity, and 2) the interactive effects of knowledge
transfer and market turbulence, on IJV performance, respectively.
Five hypotheses are proposed and empirically tested based on a random
sample of 136 equity-based manufacturing IJVs in China. Overall, the results
support the proposed hypotheses except hypothesis 1 which posits the IJV’s
distribution capability mediates the effect of foreign parent-IJV knowledge
transfer to the IJV’s ultimate performance. The findings reveal that 1) the
IJV’s absorptive capacity and market turbulence strengthen the link of
foreign parent-IJV knowledge transfer and the establishment of the IJV’s
distribution capability; and 2) distribution capability mediates two
complementary effects (knowledge transfer and absorptive capacity, and
knowledge transfer and market turbulence) on superior IJV performance in
emerging markets. The plausible explanation for the unsupported hypothesis
1 is the majority of the knowledge transferred by foreign parent is related to
product development, organizational management and operational processes,
rather than market knowledge. Hence, because distribution capability is an
ability closely related to market, the true impact of the knowledge transferred
on distribution capability may be blurred and even concealed if IJVs lack
sufficient absorptive capacity or are currently operating in stable markets.
In summary, this study makes an original contribution to extant IJV literature
by unpacking the black box of the knowledge transfer-IJV performance
relationship and reveals that the IJV’s distribution capability plays as an
underlying mediation mechanism. It also identifies the moderating roles of
the IJV’s absorptive capacity and market turbulence on the knowledge
transfer-distribution capability relationship, and makes important empirical
contribution to extant dynamic capabilities literature by substantiating the
theoretical claim that dynamic capabilities have an indirect effect on firm
performance, and that the existence and use of dynamic capabilities are more
effective under rapidly changing environments.
Keywords: Knowledge Transfer; Distribution Capability; Absorptive
Capacity; International Joint Ventures; China
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Chapter 1

Introduction

1.1 Background of the Study
International joint ventures (hereafter IJVs) are known as one of the most
effective instruments for inter-organizational knowledge transfer and have
continued to grow, particularly in the emerging markets (Lyle & Salk, 1996).
Foreign parent-IJV knowledge transfer, as one primary activity in IJVs, has
attracted attentions of many theoretical and empirical studies (e.g., Lyle &
Salk, 1996; Lane, Salk, & Lyles, 2001; Dhanaraj, Lyles, Steensma, & Tihanyi,
2004). However, there is an ongoing debate in literature over whether there is
a direct or indirect relationship between foreign parent-IJV knowledge
transfer and IJV performance. Some scholars consider foreign parent-IJV
knowledge transfer as an explanation of IJV performance (e.g., Lyle & Salk,
1996; Lane et al., 2001; Tsang, Nguyen, & Erramilli, 2004; Mahnke,
Pedersen, & Venzin, 2005; Lee & MacMillan, 2008; Monteiro, Arvidsson, &
Birkinshaw, 2008), whereas others doubt such a direct positive link and have
found empirical evidences of a negative, insignificant or mixed relationship
between foreign parent- IJV knowledge transfer and IJV performance (e.g.,
Luo, 2003; Dhanaraj et al., 2004; Steensma, Tihanyi, Lyles, & Dhanaraj,
2005; Fang, Wade, Delios, & Beamish, 2007). Given the facts of these
inconsistencies, the paradox of the knowledge transfer-IJV performance
relationship must be unpacked by answering the following research questions.
1

First, does foreign parent-IJV knowledge transfer really have a direct positive
effect on IJV performance in emerging markets? Second, if this relationship
is indirect, is IJV’s distribution capability an underlying linking mechanism
between foreign parent-IJV knowledge transfer and IJV performance? Finally,
do IJV’s absorptive capacity and market turbulence moderate the effect of
foreign parent-IJV knowledge transfer on IJV’s distribution capability?

To answer these questions, this study draws on the dynamic capabilities
perspective as the backbone theory and in this study, foreign parent-IJV
knowledge transfer is defined as the process of transferring a foreign parent
firm’s knowledge, including product development, managerial techniques,
and production expertise, to the focal IJV (Steensma et al., 2005).
Distribution capability is defined as a firm’s ability to attract and retain the
best distributors, add values to distributors’ own businesses and provide high
levels of service supports to distributors (Vorhies & Morgan, 2005).
Absorptive capacity is defined as a firm’s ability to “recognize the value of
new, external information, assimilate it, and apply it to commercial ends”
(Cohen & Levinthal, 1990, p.128). Market turbulence is defined as the
degrees of instability and uncertainty within a firm’s market (Jaworski &
Kohli, 1993).

The dynamic capabilities perspective has been developed rapidly during the
last two decades (e.g., Teece, Pisano, & Shuen, 1997; Eisenhardt & Martin,
2

2000; Zahra, Sapienza, & Davidsson, 2006; Helfat et al., 2007; Teece, 2007).
For instance, Teece et al. (1997) treated dynamic capabilities as a firm’s
ability to integrate, build, and reconfigure internal and external competences.
They examined the antecedents and characteristics of dynamic capabilities,
and proposed a direct positive relationship between dynamic capabilities and a
firm’s performance in environments undergoing rapid technological changes.
Eisenhardt and Martin (2000) considered dynamic capabilities as a set of
specific processes that alter a firm’s resource base and argued that having
dynamic capabilities per se does not lead to positive firm performance. Zollo
and Winter (2002) examined three learning mechanisms, including experience
accumulation, knowledge articulation, and knowledge codification, through
which firms can develop dynamic capabilities. They further noted that the
effectiveness of these capability-building mechanisms is influenced by the
frequency, homogeneity, and degree of causal ambiguity of the tasks to be
learned. Helfat and Peteraf (2003) introduced the concept of capability
lifecycle in firms and delineated the founding, development and maturity of
organizational capabilities to explain the sources of heterogeneity in dynamic
capabilities.

Winter

(2003)

differentiated

the

higher-level

dynamic

capabilities with the lower-level ordinary capabilities in firms, and Zahra et al.
(2006) addressed how a firm’s dynamic and substantive (ordinary)
capabilities interact and co-evolve with each other to improve a firm’s
performance in a different manner. Teece (2007) disaggregated a firm’s
dynamic capabilities into three distinct dimensions—sensing, seizing and
3

reconfiguring, and specified the microfoundations of each.

Eisenhardt and Martin (2000) explicitly pointed out knowledge transfer
processes in strategic alliances that bring new knowledge into firms from
external sources are dynamic capabilities. Teece (2007) also conceptualized
these knowledge transfer processes as important elements of dynamic
capabilities in firms. Based on that, the knowledge transfer between an
emerging market IJV and its foreign parent firm is a dynamic capability, as it
brings an abundance of external new knowledge that can greatly alter the
IJV’s current knowledge landscape. In addition, Zahra and George (2002)
revealed the dynamic character of absorptive capacity and defined it as “a
dynamic capability that influences the firm’s ability to create and deploy the
knowledge” (p.188). Absorptive capacity is a dynamic capability, as it helps
the IJV to identify external new knowledge, blend it into prevailing structure,
and ultimately change the IJV’s knowledge base. Differently, ordinary
capabilities reflect a firm’s ability to perform basic functional activities (e.g.,
Collis, 1994; Winter, 2003; Zahra et al., 2006). Marketing capabilities like
distribution are viewed as the lower-level capabilities that are built by a
firm’s dynamic capabilities (Zahra & George, 2002). Teece (2007) catalogued
these marketing capabilities into operational competences that are
transcended by dynamic capabilities. Following that, distribution capability is
an ordinary capability, as it functions in specific operational domains
(distribution

channel)

and

produces
4

specific

operational

outcomes

(distribution promptness, effectiveness, and accuracy).

The dynamic capabilities perspective provides an important theoretical
background for unpacking the black box of the knowledge transfer-firm
performance link by investigating the differential roles played by dynamic
and ordinary capabilities in firms. The dynamic capability perspective also
pays special attention to the impacts of external market conditions on
affecting the firm’s resource base and firm performance as well (Barreto,
2010). Therefore, the dynamic capabilities perspective is evoked in this study
as the backbone theory.

1.2 Scope of the Study
This study largely addresses the knowledge transfer between an equity-based
manufacturing IJV and its foreign parent in addition to IJV learning in China,
one of the largest emerging economies in the world. Therefore, non-equity
(e.g., contractual) IJVs are excluded from this study. For the sake of
simplicity and convenience, this study focuses on IJVs that have only one
foreign parent firm, and the hypotheses are empirically tested in China.

1.3 Research Objectives of the Study
Recognizing the prominent role of foreign parent-IJV knowledge transfer in
the emerging economies, this study seeks to provide some new insights into
5

the inter-organizational knowledge transfer and its impact on firm
performance in IJV context by investigating the leveraging mechanism and
boundary conditions of this pivotal relationship, through the lens of the
dynamic capabilities perspective. More specifically, it has four research
objectives:

1) to theoretically propose and empirically test an IJV’s distribution
capability as an underlying leveraging mechanism through which the
potential benefits of foreign parent-IJV knowledge transfer can be
turned into superior IJV performance;
2) to investigate the boundary conditions of both an IJV’s absorptive
capacity and market turbulence in the relationship between foreign
parent-IJV knowledge transfer and an IJV’s distribution capability;
3) to develop a moderated mediation model and empirically examine the
mediating role of an IJV’s distribution capability in transforming the
two complementary effects (knowledge transfer and absorptive
capacity, and knowledge transfer and market turbulence) into superior
IJV performance;
4) to provide insightful theoretical and practical implications to

academicians and business practitioners, respectively.

1.4 Contributions of the Study
Drawing on the logic of the dynamic capabilities perspective, this study
6

contributes to extant literature in the following three ways.

First, it provides an original contribution to extant IJV literature by
theoretically proposing and empirically testing the mediation role of an IJV’s
distribution capability in transforming the potential benefits of foreign
parent-IJV knowledge transfer into superior IJV performance. By revealing
distribution capability as the underlying leveraging mechanism, this study
offers an alternative explanation to the divergent empirical findings in the
literature of the knowledge transfer-IJV performance link. In addition, this
study develops a moderated mediation model in which the IJV’s distribution
capability turns the complementary effects of 1) knowledge transfer and the
IJV’s absorptive capacity and 2) knowledge transfer and market turbulence,
into the IJV’s performance superiority.

Second, this study contributes to research on dynamic capabilities by
revealing the facilitating roles of absorptive capacity and market turbulence
on the relationship between foreign parent-IJV knowledge transfer and an
IJV’s distribution capability in emerging market context. By looking at the
contingent role of absorptive capacity, this study delineates how two different
dynamic capabilities (foreign parent-IJV knowledge transfer and IJV’s
absorptive capacity) jointly redeploy and reconfigure an IJV’s ordinary
capability (distribution capability). By examining the moderating role of
market turbulence, this study investigates the relevant market contexts of
7

exploiting dynamic capabilities (foreign parent-IJV knowledge transfer) to
build and improve ordinary capabilities (IJV’s distribution capability). This
serves a direct response to a call in Zahra et al. (2006) for more studies of the
relationship between dynamic and ordinary capabilities and the factors that
can affect this link.

Third, this study also makes important empirical contributions to extant
dynamic capabilities literature by substantiating the theoretical claim that
dynamic capabilities have an indirect effect on firm performance (Eisenhardt
& Martin, 2000; Zott, 2003; Zahra et al., 2006), and the theoretical claim that
the existence and use of dynamic capabilities are more effective under
rapidly changing environments (Teece et al., 1997; Teece, 2007). By
revealing the mediating role of distribution capability in the knowledge
transfer-IJV performance relationship, this study provides strong empirical
support for the indirect relationship between dynamic capabilities and firm
performance, and is one of the first empirical efforts that verify ordinary
capabilities work as the underlying leveraging mechanism through which
dynamic capabilities can have an ultimate impact on firm performance. By
examining the moderating role of market turbulence in the knowledge
transfer-distribution capability relationship, this study empirically supports
the argument that a highly turbulent market actually facilitates rather than
inhibits IJVs to realize the performance benefits derived from dynamic
capabilities, and substantiates the theoretical claim of Teece et al. (1997).
8

1.5 Structure of the Study
The remaining of this study is organized as follows. First, it reviews the
competing dynamic capabilities perspective and organizational learning
literatures in addition to three firm capabilities: absorptive capacity,
marketing capabilities and distribution capability. It also summarizes the
empirical studies of the inter-organizational knowledge transfer. Second, it
poses five hypotheses related to both capability and performance
consequences of foreign parent-IJV knowledge transfer, and discusses two
contingencies affecting the deployment of foreign parent-IJV knowledge
transfer. Third, it presents the research methodology for testing these
hypotheses including the variables, measures, scale validation and data
analysis procedures used. Finally, the study’s contributions, limitations and
implications are presented.

9

Chapter 2

Literature Review

The turbulence of today’s business environment has turned knowledge into a
dominant resource for creating and sustaining firm performance (Kogut &
Zander, 1992; Grant, 1996). Although knowledge was once developed
internally, an increasing number of firms are externally acquiring and
transferring this knowledge to seek new applications and outperform
competitors. Many theoretical and empirical studies have examined the
nature and role of inter-organizational knowledge transfer in explaining a
firm’s market performance and competitive advantages (e.g., Mahnke et al.,
2005; Fang et al., 2007; Monteiro et al., 2008; Kiessling, Richey, Meng, &
Dabic, 2009), particularly in the emerging market context (e.g., Lyles & Salk,
1996; Dhanaraj et al., 2004). Multiple theoretical perspectives such as the
dynamic capabilities perspective and organizational learning theory have
been adopted to examine inter-organizational knowledge transfer, but have
greatly differed in their ability to explain the relevant antecedents,
contingencies and consequences (e.g., Easterby-Smith, Lyles, & Tsang, 2008;
Van Wijk, Jansen, & Lyles, 2008; Michailova & Mustaffa, 2012). To provide
a more solid view of the current developments in the inter-organizational
knowledge transfer literature, a detailed review of the aforementioned
theories and three firm capabilities (absorptive capacity, marketing
capabilities and distribution capability) is given in the following sections, and
inter-organizational knowledge transfer is discussed in varying contexts and
10

through each theoretical lens.

2.1 Dynamic Capabilities
The dynamic capabilities perspective has been theoretically proposed and
empirically verified in various business domains, such as marketing (e.g.,
Menguc & Auh, 2006), human resources management (e.g., Thompson,
2007), operations management (e.g., Fixon, 2005), international management
(e.g., Uhlenbruck, 2004), and entrepreneurship (e.g., Arthurs & Busenitz,
2006). However, studies of dynamic capabilities and their roles in firm
performance remain riddled with overlapping definitions, contradictory
cause-effect arguments, and inconsistent empirical results (Zahra et al., 2006).

The definitions of dynamic capabilities. The definitions of dynamic
capabilities in the literature have been largely inconsistent. Some scholars
view dynamic capabilities as abilities or capacities (e.g., Helfat, 1997; Helfat
et al., 2007; Teece et al.,1997; Teece, 2007; Winter, 2003; Zahra et al., 2006),
while others treat them as operating routines (Zollo & Winter, 2002) or
processes (Eisenhardt & Martin, 2000). For example, Helfat (1997) defined
dynamic capabilities as a subset of the competences that allow a firm to create
new products and processes and address a fast-paced environment. Teece et al.
(1997) presented dynamic capabilities as a firm’s latent ability to integrate,
build, and reconfigure its internal and external competences in response to

11

various market circumstances. Eisenhardt and Martin (2000) defined dynamic
capabilities as the organizational and strategic processes that a firm relies on to
develop new resource configurations as markets emerge, fluctuate, split, and
die. Zollo and Winter (2002) viewed dynamic capabilities as learned and stable
patterns of collective activity through which a firm can systematically create
and revise its operating routines. Zahra et al. (2006) suggested dynamic
capabilities are a firm’s high-order abilities to reconfigure and redevelop
resources and routines by its principal decision- markers. They noted the
importance of the decision makers on optimizing and deploying such
capabilities, and emphasized the dynamism of the capabilities themselves
rather than the environment. Helfat et al. (2007) defined dynamic capabilities
as a firm’s capacity to purposefully create, extend, or modify its resource
base. Barreto (2010) defined dynamic capabilities as a firm’s potential to
solve problems systematically, make timely and market-oriented decisions,
and change its resource base.

The nature and antecedents of dynamic capabilities. A remarkable number
of studies have considered the nature and antecedents of dynamic capabilities
(e.g., Eisenhardt & Martin, 2000; Helfat, 1997; Helfat et al., 2007; Teece et
al.,1997; Teece, 2007; Winter, 2003; Zahra et al., 2006; Zollo & Winter,
2002). For example, in their seminal study, Teece et al. (1997) argued that a
firm’s competitive advantages are rooted in its dynamic capabilities, which
are shaped by its specific assets and available paths. They identified the
12

antecedents of a firm’s dynamic capabilities in terms of its technological,
complementary, financial, reputational, structural, institutional, and market
assets and organizational boundaries. They also established an explicit link
between the development and deployment of dynamic capabilities and a
rapidly-changing environment. In a subsequent study, Teece (2007)
disaggregated dynamic capabilities into three distinct dimensions: the
capacities to 1) sense and shape opportunities and threats, 2) seize
opportunities, and 3) reconfigure a firm’s assets. He also specified the distinct
skills, processes, procedures, organizational structures, decision rules, and
disciplines that serve as the microfoundations of these dimensions, and
claimed that they are necessary to sustain long-term superior firm
performance in an open economy characterized by rapid innovation and
globally dispersed sources.

In terms of sensing opportunities, the selected microfoundations involve
directing internal R&D and selecting new technologies, tapping into supplier
and complementor innovation, tapping into developments in exogenous
technology, establishing market segments, and identifying customer demands.
In terms of seizing opportunities, the selected microfoundations involve
selecting product architectures and business models, selecting enterprise
boundaries, selecting decision- making protocols, and building customer
loyalty. In terms of firm reconfiguration, the selected microfoundations
involve achieving decentralization and near decomposability, managing
13

co-specialization, and knowledge management and corporate governance.
Helfat (1997) examined the 26 largest energy firms and confirmed a positive
relationship between a firm’s stocks of complementary technological
knowledge and physical assets and its capability enhancement.

Eisenhardt and Martin (2000) viewed dynamic capabilities as a set of specific
and identifiable processes such as product development, strategic decision
making, and alliance management, and argued that dynamic capabilities have
significant commonalities across different firms, which they term as the “best
practices.” They also addressed that dynamic capabilities are crucial in not
only high-velocity markets as Teece et al. (1997) suggested, but also in
moderately dynamic contexts. In moderately dynamic markets, dynamic
capabilities are detailed, analytical, and stable processes with predictable
outcomes, whereas in highly-turbulent markets, dynamic capabilities are
simple, experiential, and fragile processes that produce uncertain results.

Zollo and Winter (2002) identified three learning mechanisms—experience
accumulation, knowledge articulation, and knowledge codification—through
which a firm can develop its dynamic capabilities in relation to R&D,
restructuring, and post-acquisition integration. They pointed out that the
relative effectiveness of these capability-building mechanisms is influenced by
the frequency, homogeneity, and degree of causal ambiguity of the tasks to be
learned. They also proposed a four-component (generative variation, internal
14

selection, replication, and retention) knowledge evolution cycle that
contributes to the establishment of dynamic capabilities. Helfat and Peteraf
(2003) introduced the concept of the capability lifecycle, and delineated the
founding, development, and maturity of organizational capabilities to explain
the sources of heterogeneity in organizational dynamic capabilities. Winter
(2003) characterized a firm’s ordinary capabilities as a lower-order ability to
produce a desired tangible or intangible output, and dynamic capabilities as a
high-order ability to manipulate ordinary capabilities in pursuit of superior
performance.

Lavie

(2006)

identified

substitution,

evolution,

and

transformation as the three capability reconfiguration mechanisms, and
examined how the nature of technological changes and the characteristics of
capabilities influence which mechanism is chosen. Danneels (2008) argued
that a willingness to cannibalize, constructive conflict, a tolerance for failure,
environmental scanning, and resource slack are important antecedents of the
dynamic capabilities related to marketing and R&D.

Performance implications of dynamic capabilities. A growing body of
research has provided some insight into how dynamic capabilities influence a
firm’s short- and long-run performance. Many dynamic capabilities
researchers have identified a direct positive relationship between dynamic
capabilities and firm performance or competitive advantages. Scholars such
as D’Aveni (1994) and Makadok (2001) suggested that dynamic capabilities
help firms establish successive advantages by addressing evolving market
15

shifts and reconfiguring knowledge stocks in a timely fashion. Teece et al.
(1997) and Teece (2007, 2012) argued that dynamic capabilities enable a firm
to create, deploy, and protect its intangible assets and direct its tangible
resources in a way consistent with market needs, resulting in a direct positive
relationship between a firm’s dynamic capabilities and performance. Zollo
and Winter (2002) also established an explicit link between the development
of dynamic capabilities and firm performance. In contrast, many other
scholars have doubted the assumed direct positive relationship between
dynamic capabilities and firm performance. Eisenhardt and Martin (2000)
argued that the mere accumulation of dynamic capabilities does not lead to
long-term performance superiority because positive performance lies in the
use of dynamic capabilities and not the capabilities themselves. Zott (2003)
proposed that the performance potential of dynamic capabilities must be
realized through a firm’s functional competences and operational routines to
improve firm performance. Zahra et al. (2006) extended Zott’s indirect
arguments by delineating how a firm’s substantive and dynamic capabilities
interact and co-evolve with each other to affect firm performance. They
argued that the effect of dynamic capabilities on firm performance is indirect
and has to be channeled by the quality of the firm’s substantive capabilities.
Helfat et al. (2007) observed the dynamic capability- performance link
depends greatly on the characteristics of new resource configurations and
how managers use their dynamic capabilities to improve timeliness and
effectiveness.
16

The relevant contexts of dynamic capabilities. The environmental
conditions in which a firm’s dynamic capabilities are most effective and the
ways in which dynamic capabilities influence firm performance remain
controversial. Some scholars believe that dynamic capabilities have a major
impact in high-velocity environments (e.g., Helfat et al., 2007; Song, Droge,
Hanvanich, & Calantone, 2005; Teece, 1997), and others argue that the
function of dynamic capabilities is similar in moderately and highly dynamic
conditions (e.g., Eisenhardt & Martin, 2000; Zollo & Winter, 2002). Zahra et
al. (2006, p. 922) failed to find a direct association between dynamic
capabilities and rapidly changing environments, and thus concluded that “a
volatile or changing environment is not a necessary component of a dynamic
capability.”

In summary, it is clear that dynamic capabilities as a multidimensional
construct vary in terms of their nature, role, magnitude of effect, and relevant
context. Dynamic capabilities research is still in its infancy (Zahra et al.,
2006). Further study should be devoted to the following four areas. First, a
detailed understanding of the ways in which dynamic capabilities affect firm
performance should be established. Is the effect of dynamic capabilities on
firm performance direct or indirect? If indirect, what kinds of underlying
leveraging mechanisms are needed to channel the potential benefits of
dynamic capabilities toward a firm’s realized performance? Second, although
17

current literature has largely focused on the separate effect of a single
dynamic capability on firm performance, firms usually possess multiple
dynamic capabilities that have a joint influence on firm performance
(Ambrosini & Bowman, 2009). Hence, future research should pay special
attention to the interplay of different dynamic capabilities in firms and their
complementary effects on a firm’s performance superiority. Third, future
studies should theoretically propose and empirically confirm the kinds of
environmental contexts in which dynamic capabilities have certain effects. Is
a rapidly changing environment the only relevant context for dynamic
capabilities as Teece et al. (1997) suggest? Do dynamic capabilities expose
similar or differential effects across contexts? To date, most of the dynamic
capabilities research has examined models within well-developed contexts.
Future studies should examine the nature and role of dynamic capabilities in
less-developed contexts such as emerging markets to determine whether the
results found in developing markets are consistent with those found in
more-developed conditions (Zahra et al., 2006). Fourth, the current
conflicting views of the firm type-dynamic capability relationship should be
addressed. Scholars like Zollo and Winter (2002) and Teece (2007) argued
that multinational corporations are more likely to benefit from the
development of dynamic capabilities, and Zahra et al. (2006) observed such
relationships occurring in both new and established firms. Pablo et al. (2007)
empirically verified a significantly positive association in public sector firms,
and Salvato (2003) strengthened the relevance of dynamic capabilities to
18

medium-sized firms. So, what is the exact role of a firm’s type when
examining dynamic capabilities? Do less-researched types such as strategic
alliances differentiate the effect of dynamic capabilities on firm performance
from other kinds of firms? All in all, current literature has witnessed a fast
and rich development in the dynamic capabilities domain, and future studies
should focus more on the intertwinements between dynamic and functional
capabilities. More conceptual and empirical studies are required to delineate
the various relationships among dynamic capabilities, their consequences and
relevant contexts.

2.2 Organizational Learning
Introduced by Cangelosi and Dill (1965), organizational learning theory has
received increasing interest from various management fields. Implemented at
the individual, group, and firm levels, it varies in conceptualizations, such as
exploitation versus exploration learning (March, 1991), double-loop versus
single-loop learning (Argyris, 1976), generative versus adaptive learning
(Senge, 1990), and lower-level versus high-level learning (Fiol & Lyles,
1985). March (1991) argued that exploration learning includes knowledge
searching, variation, experimentation, and innovation, and that exploitation
learning focuses on issues such as refinement, production efficiency,
selection, and implementation. Argyris (1976) suggested that single-loop
learning detects and adjusts an organization’s behavior in its present
operating procedures, whereas double-loop learning generates fundamental
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changes in an organization’s underlying norms, policies, and objectives.
Senge (1990) noted that adaptive learning involves the improvement and
refinement of explicit behavior and patterns, while generative learning is
characterized by dramatic transformations and disruptive changes and
generally associated with radical innovations. Fiol and Lyles (1985) observed
that lower-level learning is developed based on a comprehensive
understanding of past behavior and maintained routines, whereas higher-level
learning is related to the advancement of more complex and creative
associations with new actions.

Organizational

learning

sub-processes.

Organizational

learning

is

recognized as a multi-level, dynamic process incorporating cognitive,
behavioral, and social elements (Fiol & Lyles, 1985; Levitt & March, 1988;
March, 1991; Nonaka, 1994; Crossan, Lane, & White, 1999; Zollo & Winter,
2002). The literature has proposed various learning models comprising
conceptually distinct sub-processes. One of the most comprehensive models
is that of Crossan et al. (1999), who highlighted the multilevel characteristics
of organizational learning and conceived a “4I” framework comprising
intuition, interpretation, integration, and institutionalization. Intuition is an
individual-level learning process that occurs in the subconscious and involves
some form of pattern recognition. The authors identified two types of
intuition: expert intuition and entrepreneurial intuition. Expert intuition is
developed through the accumulation of past experience and pattern
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recognition, and entrepreneurial intuition is built on making novel and
diverse connections in an individual’s cognitive framework or mental model.
Interpretation is a conscious learning process that involves both individual
and group levels. Individuals use metaphors to make their intuitions explicit
and develop a shared understanding within the group. Integration takes place
at the group and firm levels, where the shared interpretation among
individuals and groups can be transformed into coherent collective actions
within the organization. Institutionalization occurs at the firm level, where
new knowledge is created and embedded into the firm’s systems, structures,
procedures,

rules

and

strategies.

The

“4I”

model

considers

the

socio-psychological processes of learning at multiple levels and clarifies how
learning is transferred across the individual, group and firm levels.

March (1991) distinguished organizational learning into exploration and
exploitation. Exploration is a learning mechanism that aims to experiment
with new alternatives. It involves the resource investment processes required
to gain entirely new knowledge and skills. March (1991) observed that
exploration

is

characterized

“search,

by

variation,

risk

taking,

experimentation, play, flexibility, discovery, and innovation” (p. 71). The
outcomes of exploration are more long-term oriented and may lack a high
degree of efficiency and certainty. In contrast, exploitation emphasizes an
organization refining and fine-tuning its current competencies and resources.
March (1991) noted that exploitation is characterized by “refinement, choice,
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production, efficiency, selection, implementation, and execution” (p. 71). The
outcomes of exploitation are more proximate, predictable, and short-term
oriented. Exploration focuses on the pursuit of new knowledge, and
exploitation involves the development and improvement of current
knowledge. March (1991) showed that organizational learning involves a
trade-off between exploration and exploitation. Excessive exploration at the
expense of exploitation can lead to a “failure trap” that depletes the firm’s
resources without immediate financial returns. Excessive exploitation at the
cost of exploration can create a “success trap” that influences the firm to
focus only on the near future and overlook the potentials of the long-term
benefits

associated

with

exploration.

March

(1991)

proposed

an

ambidextrous perspective of organizational learning, which argued that a
good balance between exploration and exploitation is key to a firm’s
performance excellence.

Huber (1991) established a four-component model of organizational learning:
knowledge acquisition, information distribution, information interpretation,
and organizational memory. Huber clarified that new knowledge can be
acquired through five processes: congenital learning, experiential learning,
vicarious learning, grafting, and searching. Congenital learning is a
combination of the knowledge inherited at its conception and the additional
knowledge acquired before its birth. Experimental learning is the process by
which firms acquire knowledge through direct experience, and vicarious
22

learning is the process by which firms acquire knowledge through
second-hand experience. Grafting is the process by which a firm increases its
knowledge through acquiring and grafting on new members who possess
knowledge that was not previously available to the firm. Searching helps a
firm acquire information through scanning, focused searching, and
performance monitoring. Information distribution is the process by which
information from different sources is shared, and information interpretation is
the process by which distributed information is given one or more commonly
understood interpretations. The last step of organizational learning is
organizational memory, which refers to the process by which the acquired
knowledge is maintained and retrieved within a firm’s systems, principles,
and rules for future use.

Focusing on the dynamic aspects of organizational learning, Nonaka (1994)
established a four-component model of organizational knowledge creation,
arguing that organizational knowledge is created through a continuous
dialogue between explicit and tacit knowledge, and that four modes of
conversion involving explicit and tacit knowledge explain how different
types of knowledge interact as they travel across the individual, group, and
firm levels. Socialization is a process by which a firm creates tacit knowledge
through interactions between individuals. Individuals can learn knowledge by
observation, imitation, and practice at work, and new tacit knowledge can be
generated when they share their experience. Combination involves the use of
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social processes to combine the different bodies of explicit knowledge
possessed by individuals. Individuals can share and learn knowledge through
meetings and telephone conversations, and new explicit knowledge can be
formed through sorting, adding, re-categorizing, and re-contextualizing
current explicit knowledge. Externalization involves the conversion of tacit
knowledge into explicit knowledge. “Metaphor” plays a crucial part in the
process, as it enables individuals to experience new behavior by making
inferences from another behavior model, creating a network of concepts that
help to generate new explicit knowledge based on the understanding of
current tacit knowledge. Internalization involves the conversion of explicit
knowledge into tacit knowledge, a process in which “action” is a determining
factor. Internationalization is facilitated by experimentation and is a social
process that occurs at the firm level. Nonaka’s learning paradigm described
the dynamic process of organizational knowledge creation and distinguished
the differential roles of the individual, group, and firm to articulate and
amplify the knowledge newly created in such a process.

Flores, Zheng, Rau and Thomas (2012) proposed a six-sub-process model—
comprising information acquisition, information distribution, information
interpretation,

information

integration,

organizational

memory,

and

knowledge institutionalization—which collectively appears to capture a
firm’s entire learning cycle. Information acquisition refers to the process by
which a firm obtains information from both internal and external sources, and
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information distribution refers to the process by which a firm’s individuals,
groups, and units can share and transfer their information. Information
interpretation refers to the process by which a firm makes sense of the
newly-created information it has acquired and disseminated, and information
integration occurs when different interpretations start to converge and a
unified understanding appears within the firm. Organizational memory refers
to the process by which a firm can encode, store, and retrieve all of the
information it has learned, and knowledge institutionalization refers to the
process of embedding the information learned by individuals and groups into
the firm’s systems, structures, procedures, strategies, and cultures. Each of
the six sub-processes captures a distinct set of a firm’s learning activities and
act interdependently to form a complete cycle of organizational learning.

Antecedents of organizational learning. Several concepts are recognized as
the antecedents of organizational learning. First, knowledge characteristics
can affect a firm’s organizational learning. Zander and Kogut (1995) found
that the degree of knowledge codification and teachability determines how
quickly knowledge can be transferred and learned. Tacit knowledge is deeply
embedded and highly dependent on contextual factors (Polanyi, 1992; Grant,
1996), and it thereby creates barriers to the imitation, transfer, and learning of
knowledge within firms (Grant, 1996; Szulanski, 1996; Simonin, 1999;
Becerra, Lunnan, & Huemer, 2008; Nielsen & Nielsen, 2009). Similar to
tacitness, knowledge specificity and complexity, which together constitute
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knowledge ambiguity, can also inhibit organizational learning by decreasing
the transparency, adoptability, and transferability of the knowledge (Simonin,
2004).

Second, social capital originating from the social relationships between
learning parties can enhance organizational learning. Networks based on high
levels of reciprocity and interactions have been found to increase
organizational learning (Inkpen, 1996; Rashman & Hartley, 2002; Mann,
Pritchard, & Rummery, 2004). Furthermore, socially-embedded ties enhance
mutual familiarity and commitment, which increase knowledge sharing and
learning (Granovetter, 1973; Coleman, 1988; Reagans & McEvily, 2003; Sun,
Scott, & McKie, 2005), and weak networks can provide more diverse
information sources with less-redundant learning-related features (Burt,
1992). Trust between learning actors also leads to increased learning, as it
builds up long-lasting connections between learning parties, increases
transparency, and decreases transaction costs and uncertainty (Lyles & Salk,
1996; Lane et al., 2001; Nielsen & Nielsen, 2009).

Third, organizational designs, structures, and systems can also affect
organizational learning. Centralized structures can hinder organizational
learning by encouraging organizational complexity and bureaucracies
(Vassalou, 2001) and restraining the natural development of social learning
and sense-making (Nicolini, Powell, Conville, & Martinez-Solano, 2007). In
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contrast,

decentralized,

informal

hierarchies

in

an

intra-

or

inter-organizational setting can promote organizational learning because they
develop a greater degree of autonomy in decision-making and knowledge
management (Finger & Brand, 1999; Berthoin Antal, Lenhardt, &
Rosenbrock, 2001; Tsai, 2002). A cross-functional team structure also
increases the variety and novelty of knowledge, which eventually leads to
organizational learning (Clark, Amundson, & Cardy, 2002; Jansen, Van Den
Bosch, & Volberda, 2005).

Fourth, an organization’s prior knowledge and absorptive capacity promote
organizational learning. Similarities between learning parties and a common
knowledge base can aid organizational learning because they improve
communication and facilitate the identification and use of possible useful
new knowledge (Lyles, 1988; Kim, 1998; Lane & Lubatkin, 1998). A good
absorptive capacity that can be developed through the accumulation of prior
knowledge and experience can strengthen organizational learning across all
levels because it helps firms recognize the full essence of external new
knowledge, assimilate that knowledge into current structures, and maximize
its applications through effective exploitation (Cohen & Levinthal, 1990;
Zahra & George, 2002; Lane et al., 2001; Lane, Koka, & Pathak, 2006).
R&D spending also supports organizational learning in alliance contexts
(Mowery, Oxley, & Silverman, 1996; Lane &Lubatkin, 1998).

27

Fifth, organizational culture and learning intent can influence organizational
learning. A learning culture advances organizational learning in firms because
it advocates cross-functional coordination and team-working, encourages the
questioning of prevailing systems and customary assumptions, and persuades
individuals to put forward their best efforts in learning activities (Weick,
1996; Brodtrick, 1998; Storck & Hill, 2000). Learning intent also strengthens
organizational learning because it encourages firms to commit more
supportive resources to learning processes and facilitates cross-functional
coordination for learning purposes (Hamel, 1991; Simonin, 2004).

Finally, leadership can have an important effect on organizational learning.
Leaders bring people together, create an environment that is conducive to
learning, and champion learning outcomes such as innovation (Nonaka, 1994;
Storck & Hill, 2000; Lawrence, Mauws, Dyck, & Kleysen, 2005). Vera and
Crossan (2004) found strategic leadership such as transformational and
transactional leadership to be positively associated with organizational
learning in firms. Jansen, Vera and Crossan (2009) further examined the ways
in which these two kinds of strategic leadership affect exploratory and
exploitative

innovation

as

learning

outcomes.

They

found

that

transformational leadership contributes significantly to generative thinking
and exploratory innovation, and that transactional leadership facilitates the
improvement of current knowledge, leading to exploitative innovation. In
addition to transformational and transactional leadership, other forms of
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leadership such as spiritual leadership (Fry, 2003) and authentic leadership
(Avolio & Gardner, 2005; Gardner, Avolio, Luthans, May, & Walumba, 2005)
can reinforce organizational learning.

Outcomes of organizational learning. Extant literature has shown
organizational learning to have a positive effect on new product development
(e.g., Moorman & Miner, 1997; Saban, Lanasa, Lackman, & Peace, 2000;
Atuahene-Gima & Murray, 2007), innovation (e.g., Cohen & Levinthal, 1990;
Nonaka, 1994; Nielsen & Nielsen, 2009), new organizational competencies
(e.g., Hamel & Prahalad, 1996; Dunphy, Turner, & Crawford, 1997; Zollo &
Winter, 2002), strategic renewal (e.g., Crossan et al., 1999; Ozsomer &
Gencturk, 2003; Lumpkin, 2005), alliance success (e.g., Steensma & Lyles,
2000; Kale & Singh, 2007), and firm performance (e.g., Lyles, 1988; March,
1991; Nonaka & Takeuchi, 1995; Lane et al., 2001; Easterby-Smith & Lyles,
2005; López, Peón, & Ordás, 2005; Santos-Vijande, López-Sánchez, &
Trespalacios, 2012).

In sum, organizational learning research has clearly moved toward increasing
theory integration such as dynamic capabilities and knowledge management
(Vera, Crossan, & Apaydin, 2011). The multiple views of organizational
learning, knowledge management, and firm capability lend unique insight
into the exact process that organizational learning affects firm performance
and their joint effects on firm performance heterogeneity (Crossan, Maurer,
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& White, 2011). Although a wealth of firm performance research has focused
on organizational

learning,

few empirical

studies

of performance

heterogeneity have been conducted through the lenses of organizational
learning, dynamic capabilities, and knowledge management (Meier, 2011),
particularly in the strategic alliance and less-developed-market contexts (Vera
et al., 2011). In addition, there is still a lack of empirical studies examining
under

what

conditions,

both

internal

firm-level

and

external

environment-level, organizational learning is most beneficial for firm
performance (Bapuji & Crossan, 2004). Just as Rashman, Withers and
Hartley (2009) and Crossan et al. (2011) highlighted, extant literatures still
lack sufficient theoretical and empirical examinations that link organizational
learning with other highly-related constructs such as absorptive capacity,
knowledge management processes and market contexts, in order to provide a
more integrated explanation on performance heterogeneity in firms. Hence,
as Crossan et al. (2011) suggested, future studies should pay more than
adequate attentions on examining the relationships among organizational
learning, firm capabilities, external market contingencies and firm
performance in a less-studied research settings, such as emerging market
IJVs.
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2.3 Some Critical Firm Capabilities
2.3.1 Absorptive Capacity
The concept of absorptive capacity is first advanced by Cohen and Levinthal
as the “ability of a firm to recognize the value of new, external information,
assimilate it, and apply it to commercial ends” (1990, p.128). They measured
absorptive capacity with R&D investment and proposed a three-component
structure comprising recognition, assimilation, and exploitation. They argued
that a firm’s absorptive capacity plays an important role in the speed,
frequency, and magnitude of innovation in addition to its performance, and
that the evolution of absorptive capacity has a strong path dependence on a
firm’s prior experience and cumulative learning. Extensive theoretical and
empirical studies of absorptive capacity have been conducted since their
initial study, and as of 2010 the construct of absorptive capacity has been
cited in over 10,000 published papers, chapters, and books and applied in
many areas of organization science and international business studies (Lewin,
Massini, & Peeters, 2011).

Absorptive capacity has been conceptualized in various ways in literature and
some of the leading ideas that capture the richness and multidimensionality of
this construct are as follows. Expanding on Cohen and Levinthal’s augment,
Zahra and George (2002) introduced a “dynamic capabilities” perspective of
absorptive capacity by dividing four components (acquisition, assimilation,
transformation, and exploitation) into two distinct sub-dimensions: potential
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and realized absorptive capacity. Potential absorptive capacity, which
comprises acquisition and assimilation, provides a firm with the receptiveness
to external knowledge and the strategic flexibility to acquire and assimilate it.
Realized

absorptive

capacity,

which

comprises

transformation

and

exploitation, enables a firm to develop, refine and leverage its current
knowledge or create new knowledge by combining transformed and current
knowledge.

Echoing this idea, Jansen et al. (2005) provided empirical evidence of the
differentiated effects of organizational antecedents on potential and realized
absorptive capacity in the context of a large multi-unit financial service firm.
They confirmed that the organizational mechanisms associated with
coordination capabilities such as cross-functional interfaces, participation in
decision making, and job rotation have a strong effect on a firm’s potential
absorptive capacity, and that those associated with socialization capabilities
such as connectedness and socialization tactics enhance a firm’s realized
absorptive capacity. Todorova and Durisin (2007) further enriched Zahra and
George’s model by reintroducing the concept of “recognizing the value,”
re-conceptualizing the “transformation” component, and elaborating the
effects of social integration mechanisms, regimes of appropriability, feedback
loops, and power relationships on absorptive capacity.

As firm capabilities are embedded within and co-evolve along with processes,
32

some scholars prefer to view absorptive capacity from a process-oriented or
co-evolutionary perspective. For example, Lane et al. (2006) proposed a
three-sequential-process learning model of explorative, transformative, and
exploitative learning. In their conceptualization, explorative learning enables
a firm to recognize and understand the value of external knowledge,
transformative learning promotes the internalization of new external
knowledge into the current system, and exploitative learning converts the
integrated knowledge into new products and applications. Lewin et al. (2011)
offered a routine-based model that divides absorptive capacity into two
sub-dimensions of internal and external absorptive capacity, and specified
their distinct facilitating roles in the acquisition, assimilation, transformation,
and exploitation of external knowledge within firms. Scholars such as Lewin
and Volberda (1999) and Van den Bosch, Volberda and De Boer (1999)
emphasized the joint effects of managerial actions and environmental
developments on the changes in a firm’s absorptive capacity through a more
co-evolutionary lens. They concluded that a firm’s absorptive capacity
co-evolves with its surrounding institutional and knowledge environments.
Lewin, Long and Carroll (1999) also identified the mediating role of
absorptive capacity in the relationships between managerial action,
competitive dynamics, and the institutional environment.

Among all of these studies, a special line of work has investigated the
antecedents and consequences of absorptive capacity in an international
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alliance context. For instance, Shenkar and Li (1999) treated absorptive
capacity as a mechanism governing the relationship between knowledge and
knowledge searches among partners in international cooperative ventures.
Lane and Lubatkin’s (1998) study of R&D capability transfer between U.S.
pharmaceutical and biotechnology firms examined the concept of relative
absorptive capacity. The authors concluded that the similarities between firms’
knowledge bases, organizational structures, compensation policies, and
dominant logics are key factors influencing their learning capabilities. Dyer
and Singh (1998) suggested that a firm’s absorptive capacity is based on its
sociological interactions with its partner firms. They viewed absorptive
capacity as “an iterative process of exchange” and pointed out that the nature
of absorptive capacity is jointly generated and shared among partners. Lane
et al. (2001) developed measures for three absorptive capacity dimensions
and empirically tested the differing ways in which each absorptive capacity
component influences IJV learning and performance. They found the former
two dimensions to have a strong positive effect on the extent of the knowledge
learned from the foreign parent, and the third dimension to have a direct
positive relationship with joint venture performance.

Based on the preceding literature review, the multilevel and transdisciplinary
nature of absorptive capacity has been well recognized. However, a large
majority of absorptive capacity studies have examined only its direct effect
on firm performance, ignoring its use in other kinds of outcomes such as the
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establishment of a firm’s functional capabilities (Volberda, Foss, & Lyles,
2010). Lane et al. (2006) pointed out that most studies have focused on the
facilitating role that absorptive capacity plays before or during the acquisition
of external new knowledge. However, relatively little attention has been paid
to its role after knowledge has been transferred. For example, few studies
have addressed topics such as how absorptive capacity affects the potential
net benefits of external new knowledge when developing functional
capabilities, which in turn determine a firm’s market performance. Lane et al.
(2006) also criticized the literature for almost exclusively examining the
construct of absorptive capacity in an R&D context while leaving other
contexts largely underexplored. Given these research gaps, it is important to
theoretically propose and empirically test whether and how absorptive
capacity influences the value of a firm’s externally-transferred knowledge on
the enhancement of its functional capabilities, which ultimately contributes to
positive firm performance in a less technologically-intensive business (such
as manufacturing) and international alliance (such as IJVs) context.

2.3.2 Marketing Capabilities
A growing number of studies have delineated the nature of marketing
capabilities and examined their roles in explaining a firm’s performance
heterogeneity in different contexts (Day, 1994, 2011; Hunt & Morgan, 1995;
Vorhies & Morgan, 2005; Song et al., 2005; Morgan, Vorhies, & Mason, 2009;
Vorhies, Morgan, & Autry, 2009). Day (1994) defined marketing capabilities
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as complex bundles of market-related skills and knowledge that are embedded
within organizational processes and routines and developed through
multifaceted interactions between the individuals, groups, knowledge
structures, and organizational systems within a firm. From an external
perspective,

Day

identified

three

major

functions

of

marketing

capabilities—market sensing, customer linking, and channel bonding—as the
most important features of market-driven organizations. Day (2011) extended
his ideas by introducing three adaptive marketing capabilities—vigilant
market learning, adaptive market experimentation, and open marketing—that
narrow the gap between the increasing complexity of market changes and a
firm’s limited responses. As indicated in the following, the literature has
extensively examined the typologies, antecedents, and performance outcomes
of marketing capabilities.

The typologies of marketing capabilities. The literature has identified four
types of marketing capabilities: specialized, cross-functional, architectural,
and dynamic (Morgan, 2012). Specialized marketing capabilities are defined
as the function-based capabilities through which marketing resources are
transformed into valuable outputs based on the classic marketing mix of
products, pricing, communications, and distribution (Hunt & Morgan, 1995;
Vorhies & Morgan, 2005). Specialized marketing capabilities reflect a firm’s
task-specific marketing activities and are found within marketing functions.
Cross-functional marketing capabilities are more complex, as they integrate
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bundles of specialized marketing capabilities and combine with inputs from
other functions (Morgan, 2012). There are three important cross-functional
marketing capabilities: brand management (Aaker, 1991; Andriopoulos &
Gotsi, 2000), customer relationship management (Srivastava, Shervani, &
Fahey, 1999; Boulding, Staelin, Ehret, & Johnston, 2005), and new product
development (Griffin & Page, 1996). Architectural marketing capabilities are
high-order capabilities because they can direct, structure, and orchestrate a
variety of specialized, cross-functional marketing capabilities and their
associated marketing inputs (Vorhies et al., 2009). Strategic market planning
and marketing strategy implementation are two examples (Day & Wensley,
1988; Morgan, Zou, Vorhies, & Katsikeas, 2003). Finally, dynamic marketing
capabilities are the most complicated, as they reselect, realign, and reconfigure
a firm’s low-level marketing capabilities and their associated marketing
resources in ways that reflect a firm’s changing market conditions (Morgan,
2012). Three major elements of dynamic marketing capabilities are market
learning, resource reconfiguration, and capability enhancement.

The antecedents of marketing capabilities. Resources provide the “raw
materials” for developing a firm’s marketing capabilities (Morgan, 2012). The
literature has considered a variety of distinct resources as the antecedents of
marketing capabilities within firms, such as market resource (Day, 1994),
human resources (Lepak & Snell, 1999; Griffith, Yalcinkaya, & Calantone,
2010), organizational resources (Day & Wensley, 1988; Vorhies & Morgan,
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2003), financial resources (McAlister, Srinivasan, & Kim, 2007), and
relational resources (Srivastava, Shervani, & Fahey, 1998). Market resources
include customer needs, competitor strategies and actions, channel access and
stability, and the characteristics and evolving patterns of target markets.
Market resources provide a detailed picture of a firm’s market and formulate a
prompt response to market changes, in turn contributing to a firm’s marketing
capabilities. Financial resources include cash and other financial-related
supports available for investing in a firm’s marketing activities, such as
marketing budgets (Piercy, 1987). Sufficient financial resources enable a firm
to fulfill ambitious marketing plans and long-lasting product promotions, and
consequently strengthen the firm’s ability to conduct different marketing
activities in a timely and complete manner. Relational resources are embedded
in the complexity of a firm’s exchange relationships with entities such as
customers, channel numbers, and governmental authorities (Morgan & Hunt,
1994). Relational resources coordinate the actions of different interest parties
and help a firm seize, reinforce, and organize knowledge to develop its
marketing capabilities. Human resources comprise the people and knowledge
available within a firm’s marketing and non-marketing workforces (Lepak &
Snell, 1999). They direct and interpret the conceptualizations of market,
financial, and relational resources to improve a firm’s marketing capabilities.
Organizational resources comprise a firm’s formal and informal organizational
systems (Day & Wensley, 1988), communication systems (Moller & Anttila,
1987), structure (Vorhies & Morgan, 2003), and organizational culture
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(Deshpandé, Farley, & Webster Jr, 1993). Organizational resources represent
an important input in to a firm’s marketing capabilities, as they regulate and
institutionalize the implementation of all other kinds of resources to formulate
the firm’s marketing capabilities.

The outcomes of marketing capabilities. A growing number of studies have
emphasized the role of marketing capabilities in achieving and sustaining
competitive advantages and profitable performance (Day, 1994; Hunt &
Morgan, 1995; Song et al., 2005; Vorhies & Morgan, 2005; Vorhies et al.,
2009). Marketing capabilities are considered an important explanation of a
firm’s overall performance (Srivastava et al., 1998, 1999; Krasnikov &
Jayachandran, 2008), financial performance (Ramaswami, Srivastava, &
Bhargava, 2009), competitive advantages (Murray, Gao, & Kotabe, 2011),
firm values (Fornell, Mithas, Morgeson III, & Krishnan, 2006; Gupta, Smith,
& Shalley, 2006), and customer-lifetime value (Rust, Zeithaml, & Lemon,
2000).

However, as Morgan (2012) pointed out, although marketing capabilities have
received increasing attention recently, the majority of studies have focused
only on the nature of a firm’s overall marketing capabilities and its role in
explaining firm performance heterogeneity, leaving specific marketing
capabilities largely underexplored. To date, relatively few theoretical and
empirical insights have been offered in relation to the true value of specific
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functional-based marketing capabilities and their effects on firm performance
(c.f. Morgan et al., 2009; Vorhies et al., 2009), and the literature has done little
to reveal the exact role played by functional marketing capabilities in
transforming a firm’s superior resources and knowledge into overall superior
performance (Newbert, 2007).

2.3.3 Distribution Capabilities
Distribution capability refers to a firm’s ability to establish and maintain
distribution channels that effectively and efficiently deliver values to
end-user customers (Weitz & Jap, 1995). Among all of the functional
marketing capabilities, distribution capability is one of the most fundamental
marking competences contributing to firm performance heterogeneity (Day,
1994; Frazier, 1999). Distribution capability links markets by connecting a
firm’s inside core value with outside market demands, and promotes the
effectiveness, accuracy, and speed of a firm’s local physical delivery system
(Day, 1994). Distribution capability also links channels by unifying
distributors’ behavior, principles and assumptions and synergizing multi-area
and multi-level distributors into win-win firm/distributor partnerships
(Vorhies & Morgan, 2005). The literature has widely recognized distribution
capability as an explanation for firm performance (Srivastava, Fahey, &
Christensen, 2001; Frazier, 1999, 2009; Morgan et al., 2009), competitive
advantages (Vorhies & Morgan, 2005), export performance (Zou, Fang, &
Zhao, 2003), market effectiveness (Vorhies et al., 2009), and long-term
40

relationships (Gu, Kim, Tse, & Wang, 2010).

Although the explanatory role of distribution capability in firm performance
heterogeneity has received significant attention, the concept has rarely been
examined in an emerging economy context (c.f. Zou et al., 2003), or in firms
such as IJVs. A good distribution capability is becoming increasingly
important in emerging markets because the complexity and uncertainty of
local markets put multi-level effective distribution channels into a
non-substitutable position on which firms such as IJVs must rely heavily
(Hong, Chin, & Liu, 2007). Owing to frequently-switchable customer
preferences and unpredictable market demands, the role of distributors in
emerging markets is no longer merely to physically deliver products to target
markets, but also to provide high-level customer services, sense changing
market trends, and update local competitors’ strategic moves. Distributors
become a firm’s local “eyes,” “ears,” and “hands” by visualizing changing
customer behaviors and preferences, collecting valuable information from
local competition, and offering sufficient customer support on a regular basis
(Srivastava et al., 1998; Griffith, Chandra, & Fealey, 2005). Thus, the
building of distribution capability is at the root of an IJV’s short-term returns
and long-term survival in an emerging economy. Because the literature has
not yet fully clarified the nature and role of distribution capability in ensuring
superior IJV performance in an emerging market, more conceptual and
empirical studies of distribution capability in this context are required.
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2.4 Empirical Studies of Inter-Organizational Knowledge Transfer
2.4.1 Antecedents of Inter-Organizational Knowledge Transfer
The literature on inter-organizational knowledge transfer has generated a
substantial amount of empirical studies and spawned wide-ranging
explanations for their antecedents and consequences. Knowledge transfer
across firm borders is a multifaceted and interrelated process involving a
variety of factors related to the characteristics of that knowledge, the
organization, and the partners’ interactions. The following section offers a
detailed review of the current developments related to interparty knowledge
transfers observed by the empirical literature.

Knowledge characteristics as antecedents. Many empirical studies have
recognized knowledge characteristics as one of the most influential factors
involved in inter-organizational knowledge transfer. Ambiguity, tacitness, and
embeddedness are the three most-researched knowledge attributes affecting
inter-organizational knowledge transfer. Reed and DeFillippi (1990) claimed
that knowledge ambiguity, which is characterized as the simultaneous effects
of tacitness, complexity, and specificity, increases knowledge protectiveness
and consequently decreases the likelihood of inter-firm knowledge transfer. In
support of this, Simonin (1990) identified seven antecedents of ambiguity:
tacitness, asset specificity, complexity, experience, partner protectiveness,
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and cultural and organizational distance. In his follow-up study of U.S.
strategic alliances, Simonin (2004) further ascertained the inhibiting role of
knowledge ambiguity during knowledge transfer. Zander and Kogut (1995)
similarly found a direct positive relationship between the level of knowledge
codification and teachability and the speed and amount of the interparty
knowledge transfer. Inkpen and Wang’s (2006) case study conducted in
China-Singapore Suzhou industrial park revealed that the tacitness of
transferred knowledge increases the difficulties experienced in valuing and
understanding that knowledge, and that in such cases the learning partner
focuses on the more easily transferable knowledge, which is explicit
knowledge. Nielsen and Nielsen (2009) developed an integrated framework
and empirically verified the different ways in which knowledge tacitness and
trust influence learning and innovation in international strategic alliances.
Nielsen (2005) confirmed the negative effect of knowledge embeddedness on
inter-organizational knowledge transfer by restraining the creation of
synergies between strategic alliance partners.

Organizational characteristics as antecedents. Many empirical studies
have examined various organizational characteristics such as learning intent,
teaching motivation, commitment, foreign parent support, and absorptive
capacity as the antecedents of inter-organizational knowledge transfer. Hamel
(1991) emphasized the importance of learning intent in facilitating interparty
learning and knowledge transfer, and Tsang’s (2002) study of Singapore- and
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Hong Kong- founded joint ventures labeled learning intent as one of the most
influential preconditions for transfer made in transitional markets. In addition
to learning intent, as Ko, Kirsch and King (2005) argued, the teaching
motivation of a teacher firm plays another facilitating role in interparty
knowledge transfer, a view confirmed by the findings of their study. In a
survey of IJVs conducted in Vietnam, Tsang et al. (2004) ascertained that the
commitment of a foreign parent enhances the amount of knowledge acquired
within a venture. Wu and Cavusgil (2006) found that when firms have
stronger learning intentions, they are more likely to commit to transfer
activities and therefore contribute a heightened level of knowledge transfer.
Moreover, Lyles and Salk (1996) and Steensma and Lyles (2000) concluded
in their joint venture studies conducted in Hungary that foreign parent support
and involvement promote learning activities within a venture, thereby
strengthening its performance, and that control imbalances between parent
firms lead to conflicts and instability.

In addition to the preceding, absorptive capacity is another prerequisite for
inter-organizational knowledge transfer. Mowery et al. (1996) observed a
positive direct relationship between pre-alliance knowledge overlap and
knowledge transfer in alliance partnerships. Lane and Lubatkin (1998)
conceptualized absorptive capacity as a dyadic-level construct rather than a
firm-level construct in their study of R&D capability transfer between U.S.
pharmaceutical and biotechnology alliance firms. They argued that the
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similarities of both firms’ knowledge bases, organizational structures,
compensation policies, and dominant logics can reinforce knowledge transfer
in an international alliance. In a study of IJVs conducted in Hungary, Lane et
al. (2001) ascertained a positive effect of the first two dimensions of
absorptive capacity (e.g., understand and assimilate) on the amount of
knowledge learned, and a positive relationship between the last absorptive
capacity dimension (e.g., apply) and performance. Pak and Park (2004)
provided empirical evidence of the reinforcing role of absorptive capacity in
the transfer of knowledge and skills from foreign parents to local firms in
Korea-founded joint ventures.

Partner interaction characteristics as antecedents. The dynamic of
inter-organizational

knowledge

transfer

becomes

complicated

when

considering the interactions between transferring parties in varied contexts.
Three factors have drawn the most attention in the literature: social capital,
bargaining power, and control.

The effect of social capital on interparty knowledge transfer is often
examined from structural, relational, and cognitive perspectives. First, from a
structural perspective, Powell, Koput and Smith-Doerr (1996) emphasized the
importance of a firm’s centralized position on knowledge transfer, and Ahuja
(2000) observed that a centrally-located firm can create a brokerage position
that enables it to locate diverse information more easily, heightening the levels
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of interparty knowledge transfer. Reagans and McEvily (2003) confirmed the
differentiated effects of social network structures on increasing the
probability and amount of knowledge transfer, and Inkpen (2000) and
Muthusamy and White (2005) concluded that the pre-alliance relationships
between alliance partners contribute to the growth in knowledge transfer
between them. Second, from a relational perspective, Hansen (1999)
ascertained that the closeness of a partnership increases the frequency and
quality of communication among the partners, contributing to an increase in
knowledge transfer between them. Lane et al. (2001) addressed that trust
among actors cultivates proximity and decreases opportunism in an alliance
relationship, and in turn facilitates the transfer of knowledge between foreign
parent firms and IJVs in a transitional economy. Becerra et al. (2008)
confirmed that trustworthiness and a willingness to take risks determine the
transfer of knowledge between alliance partners, and the success of that
alliance. Evangelista and Hau (2009) concluded that trust has a differential
stronger positive effect on the transfer of tacit knowledge rather than the
explicit one. Finally, from a cognitive perspective, Lyles and Salk (1996)
argued that the articulated goals among joint venture partners in Hungary
lead to a heightened level of knowledge acquisition, and Hult, Ketchen and
Slater (2004) and Inkpen and Tsang (2005) observed that shared visions and
systems provide a common interpretation of collective goals, represent a
proper way of acting, and remove obstacles to knowledge transfer among
actors. Dhanaraj et al. (2004) examined the facilitating role of social capital
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from the preceding three perspectives and differentiated the effects of
relational embeddedness on the transfer of explicit and tacit knowledge in
IJVs in Hungary.

Bargaining power and control are two other partner interaction attributes that
the literature has repeatedly examined. Hamel (1991) suggested that
asymmetries in learning alter the relative bargaining power of partners,
affecting the knowledge transferred in alliances. In their case study on
bargaining power and control in Sino-U.S. joint ventures, Yan and Gray
(1994) suggested that the bargaining power of potential partners affects the
structure of management control in the ventures, which in turn influences the
effectiveness of the knowledge transfer and venture performance. Tsang et al.
(2004) considered the joint effects of conflict and trust on interparty
knowledge transfer in their study of joint ventures in Vietnam, and found that
foreign parent commitment and local parent receptivity (intense partner
conflicts) increase (decrease) transfer. Lin (2005) found that U.S.
management control has a positive direct effect on Chinese partners’
acquisition of managerial knowledge. Kale and Anand (2006) concluded that
the asymmetry of learning capabilities between foreign and local partners
leads to an imbalance of control in joint ventures, damaging the transfer of
interparty knowledge and causing venture instability.
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2.4.2 Consequences of Inter-Organizational Knowledge Transfer
Many

empirical

studies

of

the

performance

implications

of

inter-organizational knowledge transfer have been conducted over the last
two decades. They have largely considered interparty knowledge transfer as
an explanation of a firm’s overall performance (e.g., Lyle & Salk, 1996; Lane
et al., 2001; Tsang et al., 2004; Mahnke et al., 2005; Fang et al., 2007; Lee &
MacMillan, 2008; Monteiro et al., 2008), innovation (e.g., Almeida & Phene,
2004; Phene & Almeida, 2008; Kiessling et al., 2009; Nielsen & Nielsen,
2009), alliance success (e.g., Kale & Singh, 2007; Becerra et al., 2008), and
capability buildings (Schmid & Schurig, 2003). However, although many
studies

have

supported

a

direct

positive

association

between

inter-organizational knowledge transfer and firm performance, some have
provided insignificant or even conflicting empirical evidences of the link
between knowledge transfer and performance. Luo’s (2003) study of foreign
subsidiaries in China failed to find a positive relationship between
intra-network information flow and subsidiary performance (e.g., sales and
profit), and Steensma et al. (2005) suggested that knowledge transfer is not
necessarily associated with joint venture performance as the transition phase
changes. In their study of Japanese subsidiaries over a 14-year period, Fang
et al. (2007) ascertained that the transfer of valuable but not rare knowledge
positively affects subsidiary performance over the short term and not the long
term, and that the transfer of both valuable and rare knowledge positively
affects subsidiary performance over the long term and not the short term.
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Dhanaraj et al. (2004) examined joint ventures in Hungary and observed that
explicit knowledge transfer has a positive direct effect on performance, and
that there is a negative relationship between tacit knowledge transfer and IJV
performance. In contrast, Subramaniam and Venkatraman (2001) showed a
positive link between tacit knowledge transfer and firm performance.

All in all, inter-organizational knowledge transfer involves a complex and
dynamic process that is heavily influenced by a diversity of knowledge,
organizational and partner interaction characteristics (Lane et al., 2001), and
produces varying outcomes in different contexts (Easterby-Smith et al., 2008).
Future studies should move beyond examining the separate effects of these
attributes and explore how the complicated interplay among the different sets
of characteristics affects knowledge transfer across firm borders (Michailova
& Mustaffa, 2012). In addition to knowledge transfer, much more effort
should be devoted to examine the underlying processes or mechanisms
through which the abstract knowledge benefits of transfer can be transformed
into more concrete performance, and which organizational and contextual
factors may reinforce the effectiveness of such a transformation. As Meier
(2011) pointed out, a successful knowledge transfer is just the beginning of a
long and complex journey to superior firm performance. Current literature
continues to lack a complete and detailed understanding of the specific
leveraging processes that firms and particularly strategic alliances can rely on
to realize the potential net benefits of their externally-transferred knowledge.
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Following a study by Van Wijk et al. (2008), future studies should
theoretically propose and empirically investigate the underlying mechanism
through which inter-organizational knowledge transfer could ultimately have
a positive effect on firm performance, and reveal the organizational and
contextual factors that may affect the use of this leveraging mechanism.
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Chapter 3

Conceptual Model and Hypotheses Development

3.1 Conceptual Model Development
3.1.1 Knowledge Transfer and Absorptive Capacity as Dynamic
Capabilities
In extant literature, dynamic capabilities represent a kind of firm capability
that can change a firm’s knowledge bases (e.g., Eisenhardt & Martin, 2000;
Winter, 2003; Zott, 2003; Zahra et al., 2006; Helfat et al., 2007; Teece, 2007,
2012). For example, Teece et al. (1997) described dynamic capabilities as the
higher-level competences that integrate, build, and reconfigure a firm’s
internal and external resources/ competences in the rapidly changing
environments. Eisenhardt and Martin (2000) defined dynamic capabilities as
a firm’s processes of integrating, reconfiguring, gaining, and releasing
resources. Following these definitions, this study focuses on two dynamic
capabilities in the research context of emerging market IJVs. One is the
knowledge transfer between a focal IJV and its foreign parent firm, and the
other is an IJV’s absorptive capacity. Recognizing the dynamic nature of
knowledge transfer processes, Eisenhardt and Martin (2000) explicitly
pointed out these transfer processes, including knowledge replication,
acquisition, and recombination, are all in the domain of dynamic capabilities.
A foreign parent-IJV knowledge transfer is a dynamic capability because it
introduces many new knowledge components into an IJV’s current
knowledge structure and drastically enlarges the IJV’s knowledge landscape.
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Similarly, the literature has well recognized a firm’s absorptive capacity as a
dynamic capability. Zahra and George (2002) highlighted the dynamic
character of absorptive capacity and defined it as “a dynamic capability that
influences the firm’s ability to create and deploy the knowledge necessary to
build other organizational capabilities” (p.188). Absorptive capacity is a
dynamic capability, as it helps IJVs identify external new knowledge, blend
this newly-acquired knowledge into the prevailing structure, stimulate novel
interactions among diverse kinds of knowledge, and ultimately alter
knowledge base. In this study, foreign parent-IJV knowledge transfer is
defined as the process of transferring a foreign parent firm’s knowledge,
including product development, managerial techniques, and production
expertise, to the focal IJV. Furthermore, absorptive capacity is defined as a
firm’s ability to “recognize the value of new, external information, assimilate
it, and apply it to commercial ends” (Cohen & Levinthal, 1990, p.128).

3.1.2 Distribution Capability as an Ordinary Capability
The literature presents a two-level hierarchy of firm capabilities: higher- and
zero-level

organizational

capabilities

(Collis,

1994;

Winter,

2003).

Higher-level capabilities termed as dynamic capabilities operate to change or
reconfigure current ordinary/substantive capabilities (Winter, 2003; Zahra et
al., 2006). They relate to the creation, extension, and modification of the
firms’ knowledge bases, which in turn manipulate zero-level capabilities
(Collis, 1994). In contrast, zero-level capabilities, which correspond to
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ordinary capabilities (Winter, 2003) and substantive capabilities (Zahra et al.,
2006), allow firms to “make a living” in the short term and reflect their
ability to perform basic functional activities (Collis, 1994). Unlike dynamic
capabilities, ordinary capabilities are employed in a firm’s operational
activities to fulfill specific functions and produce a desired output (Zollo &
Winter, 2002) that allows firms to solve a problem in a functional domain
(Zahra et al., 2006). Zahra and George (2002) and Teece (2007) argued
capabilities such as marketing and distribution are lower-level capabilities
that can be built by a firm’s dynamic capabilities. Based on these definitions,
distribution capability, a specific marketing capability, is considered as an
ordinary capability because it enables IJVs to operate in distribution channels
(a functional domain) and make their distributions prompt, effective, and
accurate (a specific output). Distribution capability is defined as a firm’s
ability to attract and retain its best-performing distributors, adding values to
the distributors’ own businesses and providing them with high levels of
service support (Vorhies & Morgan, 2005). It helps a firm establish and
maintain distribution channels that can effectively and efficiently deliver
values to the end-user customers (Weitz & Jap, 1995).

3.1.3 Knowledge Transfer, Distribution Capability and Firm
Performance
Although dynamic capabilities play an important role in firm performance, a
review of the literature reveals that the positive effect of dynamic capabilities
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on firm performance seems to be indirect (e.g., Eisenhardt & Martin, 2000;
Bowman & Ambrosini, 2003; Zott, 2003; Zahra et al., 2006; Helfat et al.,
2007). Although dynamic capabilities are valuable and rare, they are neither
inimitable nor unsubstitutable, as effective dynamic capabilities always have
some commonalities that can be moved or duplicated across firms. These
common features of dynamic capabilities are known as “best practices”
(Eisenhardt & Martin, 2000). Due to these best practices, firms may exhibit
great performance heterogeneity despite sharing the same dynamic
capabilities. This indirect effect also results when firms with identical
dynamic capabilities use their capabilities in a totally different manner and
build varied resource positions, which lead to performance heterogeneity
(Zott, 2003). In other words, dynamic capabilities are not the direct source of
a firm’s superior performance, and a firm’s performance superiority is rooted
in resource configurations that are built on the proper use of dynamic
capabilities and not the capabilities themselves (Eisenhardt & Martin, 2000).
Dynamic capabilities shape and configure a firm’s resource positions
(Galunic & Eisenhardt, 2001), and these resource configurations in turn
develop lower-level ordinary capabilities that create a firm’s product
positions and ultimately determine the firm’s performance (Zott, 2003). In
this sense, firms’ ordinary capabilities are the “intermediate goods” which
channeled the benefits derived from dynamic capabilities to improve the
firm’s performance. This indicates that dynamic capabilities are only a
necessary but insufficient condition for superior firm performance, and that
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ordinary capabilities function as the underlying leveraging mechanism
through which the indirect benefits of dynamic capabilities can be ultimately
transformed into concrete performance superiority.

Following these arguments, foreign parent-IJV knowledge transfer (a
dynamic capability) affects the IJV’s performance via its distribution
capability (an ordinary capability). No matter how valuable and rare the
knowledge transferred, the commonalities within knowledge transfer make
the transfer benefits both imitable and mobile across firms. The potential
benefits embedded in foreign parent-IJV knowledge transfer may be easily
lost if they cannot be actualized more quickly, effectively, and accurately in
markets. Thus, as a leveraging mechanism, distribution capability channels
the potential values derived from foreign parent-IJV knowledge transfer into
the widespread targeted markets, and transforms these internal abstract values
and resultant products into external market positions in a more prompt and
adequate way, ultimately resulting in profitable performance. Hence,
distribution capability acts as a mediator to connect an indirect link between
foreign parent-IJV knowledge transfer and the IJV’s market performance.

3.1.4 Internal and External Enablers of the Deployment of Dynamic
Capabilities
The effectiveness of deploying a firm’s dynamic capabilities depends on two
factors: the need to change and the wisdom to handle the change (Zahra et al.,
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2006). First, external market affects the use of dynamic capabilities. If firms
are facing fewer changes in the market, they are less likely to exploit their
dynamic capabilities to deal with these changes due to the numerous costs
and risks associated with the use of dynamic capabilities (Teece et al., 1997;
Helfat et al., 2007). As a result, the effectiveness of using dynamic
capabilities in firms can be largely decreased. Hence, the use of foreign
parent-IJV knowledge transfer to enhance distribution capability in an IJV is
influenced by the external market conditions under which the IJV is currently
operating. The external market determines the rate, range, and magnitude of
the market changes that firms must address. If the firms are operating in a
market

characterized

highly-unpredictable

with

demands,

frequently-switchable
and

increasingly-intense

customers,
industrial

competition, they are more prepared for changes (Aragon-Correa & Sharma,
2003) and thus more likely to rely on rapid knowledge transfer to develop
their distribution capability. This strengthens the relationship between foreign
parent-IJV knowledge transfer and an IJV’s distribution capability. This study
focuses on market turbulence as the external boundary condition of the
knowledge transfer-distribution capability relationship, and defines market
turbulence as the degrees of instability and uncertainty within a firm’s market
(Jaworski & Kohli, 1993).

Second, a firm’s learning capabilities affect the strength of the
dynamic-ordinary capabilities relationship. Dynamic capabilities always
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bring a diversity of complex knowledge configurations to current systems
(Teece et al., 1997; Zahra & George, 2002), and adequate learning
capabilities enable firms to better understand the identification, assimilation,
and exploitation of these knowledge configurations across varied functions
(Eisenhardt & Martin, 2000; Winter, 2003), reinforcing the use of dynamic
capabilities in the development of ordinary capabilities in firms. If a firm
lacks sufficient learning abilities, it is rarely able to detect and understand the
major knowledge configurations in firm functions and connect separate
knowledge

components

with

the

prevailing

system,

lowering

the

effectiveness with which it deploys dynamic capabilities on ordinary
capabilities (Teece et al., 1997; Zahra et al., 2006). This study focuses on an
IJV’s absorptive capacity as the internal boundary condition of the
knowledge

transfer-distribution

capability

relationship,

and

defines

absorptive capacity as a firm’s ability to “recognize the value of new, external
information, assimilate it, and apply it to commercial ends” (Cohen &
Levinthal, 1990, p.128).

Absorptive capacity and market turbulence are chosen as boundary
conditions of the knowledge transfer-distribution capability relationship. This
is because although these two factors are theoretically-important for dynamic
capabilities deployment (Teece et al., 1997; Aragon-Gorrea & Sharma, 2003;
Wang & Ahmed, 2007), not enough IJV studies have theoretically proposed
and empirically examined their contingent roles in emerging economy
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contexts. Including these factors in the model can clarify how firm(absorptive capacity) and context-level (market turbulence) contingencies
influence the positive effect of foreign parent-IJV knowledge transfer on the
nourishment and refreshment of distribution capability within an emerging
market IJV.

3.1.5 The Conceptual Model of the Study
Drawing on the dynamic capabilities perspective, this study develops a
conceptual model in the emerging market IJV contexts (see Figure 1). First,
an IJV’s distribution capability is postulated to mediate the impact of foreign
parent-IJV knowledge transfer on an IJV’s firm performance. Second, an
IJV’s absorptive capacity and market turbulence are proposed to strengthen
the knowledge transfer-distribution capability relationship. Third, an IJV’s
distribution capability is proposed to leverage the two complementary effects
(knowledge transfer and absorptive capacity, and knowledge transfer and
market turbulence) to positively affect firm performance.
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Figure 1 Conceptual model

3.2 Hypotheses Development
3.2.1 Distribution Capability Mediates the Effect of Foreign Parent-IJV
Knowledge Transfer on an IJV’s Performance
The knowledge transferred to an emerging market IJV from its foreign parent
lays a necessary knowledge foundation for developing and improving IJV’s
distribution capability. As a result of a knowledge transfer, a large volume of
distinct knowledge flows into the IJV’s system comprising diverse
information and novel relationships (Lyles & Salk, 1996). The transfer
enlarges and configures firm’s current knowledge structure (Zander & Kogut,
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1995) and introduces many new knowledge applications to the management
of the channel (Srivastava et al., 1998; Frazier, 2009; Hade et al., 2013),
enhancing the establishment of its distribution capability. For example, the
transfer of product development knowledge increases the quality and
innovativeness of an IJV’s products and the agility with which it responds to
the fast-pacing technological changes (Inkpen & Wang, 2006). These
high-quality innovative new products can be better valued in markets and
increase profits for local distributors, enabling the IJV to better attract new
distributors and retain its current performers. In addition, the transfer of
managerial knowledge includes operational management techniques like
product and design selection, production planning and controlling (Lin, 2005).
This managerial knowledge establishes an effective way of managing,
controlling, and coordinating IJV’s operation across functions and in turn
nourishes IJV’s management effectiveness (Griffith, Zeybek, & O’Brien,
2001). This enhanced management effectiveness minimizes any possible
delays and conflicts between the IJV and its local distributors, and makes
distributors’ future returns more predictable, and as a result reinforces the
IJV’s ability to attract new channel members and keep current performers.
The transfer of operational knowledge can also develop a set of standardized
working frameworks, templates and procedures for IJV’s daily product
manufacturing practices, improving its manufacturing quality and decreasing
its production times (Inkpen & Wang, 2006). This refreshed manufacturing
makes the IJV’s production more reliable and expectable in terms of product
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quality and quantity, completion timetable (Griffith et al., 2001), and in turn
helps the IJV to better retain its current good distributors and build new
channels. In summary, when foreign parent-IJV knowledge transfer increases,
it makes an increasing amount of knowledge available to improve product
development, managerial advancement, and operational standardization in
the IJV. These improvements guarantee future returns for local distributors,
and in turn strengthen the IJV’s distribution capability by attracting new local
distributors and maintaining its current best performers.

Distribution capability leads to positive firm performance. In today’s
marketplace, firms compete heavily over the coverage, speed, and accuracy
of their physical product distribution because products are becoming less
heterogeneous in terms of features, functionality, price, and upgradability
(Griffith et al., 2005). Distribution capability contributes to firm performance
as it helps a firm attract and maintain effective distribution channels that
enable the firm’s products reach the end-user customers in a prompt, effective
and accurate way (Day, 1994). It also helps firms collect necessary customer
feedback and observe new market trends to stay ahead of keen competition
(Frazier, 1999). A good distribution capability enables a firm to deliver its
products and services more effectively, quickly and precisely than its
competitors through a strong team of local channel members (Srivastava et
al., 2001), creating excellent market coverage and popularity among
customers and eventually leading to superior firm performance (Vorhies &
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Morgan, 2005; Nevins & Money, 2008).

The preceding arguments indicate that distribution capability may have a
mediating effect on the relationship between foreign parent-IJV knowledge
transfer and IJV performance. Based on the dynamic capabilities perspective,
dynamic capabilities have effects on firm performance via ordinary
capabilities (Eisenhardt & Martin, 2000; Zott, 2003; Zahra et al., 2006). This
is because although dynamic capabilities can transcend a firm’s knowledge
base, these knowledge changes are mobile and can be duplicated by others.
To actualize the performance potentials of these knowledge benefits, firms
must first use them properly to develop and enhance their functional ordinary
capabilities through which these knowledge benefits can be channeled to
improve the firm’s performance eventually. Following the same logic, it is
clear that the transfer of foreign parent’s knowledge provides necessary
“building blocks” for improving the IJV’s performance, but these valuable
and rare “raw materials” cannot directly improve IJV’s performance owing to
their nature of mobility and imitability.

Once other firms gain these

transferring benefits, their performance potentials will fade out and
eventually cannot enhance IJV performance. Hence, the key to realize the
transfer lies in whether the IJV can turn such transfer into distribution
capability that can help establish a concrete competitive market position
more quickly, astutely and fruitfully than competition, and eventually achieve
superior market performance. Distribution capability connects the knowledge
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transfer-performance relationship by enabling IJVs to disseminate the
resultant products to the widespread target markets, link internal knowledge
superiority with external market demands, which leads to superior IJV
performance eventually. Therefore, I propose:
Hypothesis 1: An IJV’s distribution capability mediates the effect of
foreign parent-IJV knowledge transfer on an IJV’s firm performance.

3.2.2 Absorptive Capacity Moderates the Effect of Foreign Parent-IJV
Knowledge Transfer on an IJV’s Distribution Capability
Although knowledge establishes a basic structure for the development of firm
capabilities (Kogut & Zander, 1992; Teece et al., 1997), the effectiveness of
this structure lies primarily in how the knowledge can be thoroughly and
accurately identified, integrated, and exploited within a firm (Cohen &
Levinthal, 1990; Zander & Kogut, 1995; Grant, 1996; Zahra & George,
2002). Using the knowledge transferred from a foreign parent firm to develop
an IJV’s distribution capability is never an easy job. In most cases, IJVs
cannot automatically recognize or value these new knowledge transferred
from foreign parent and blend them into their prevailing systems directly and
unchangeably (Lyles & Salk, 1996; Lane et al., 2001). This is because the
knowledge transferred may conflict with the firm’s extant system owing to a
lack of complementary assets (Lane & Lubatkin, 1998), core rigidity across
units (Leonard-Barton, 1992), the “not invented here” problem (Katz & Allen,
1982) and poor local environmental fitness (Helfat et al., 2007). Therefore, to
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consolidate and enhance the positive effects of foreign parent-IJV knowledge
transfer on an IJV’s distribution capability, the IJV must be equipped with
adequate absorptive capacity that enables it to recognize the true value of the
knowledge transferred, integrate it with the existing structure and maximize
its exploitation.

Absorptive capacity enables firms to make a clearer, richer and faster
learning from the knowledge transferred (Cohen & Levinthal, 1990; Zahra &
George, 2002; Lane et al., 2006). When absorptive capacity is high, an IJV
becomes more capable of understanding the core essence of the transferred
knowledge and leveraging that knowledge in the ways that are more useful
for the recruitment and management of local distribution members, thereby
augmenting the impact of foreign parent-IJV knowledge transfer on IJV’s
distribution capability. For example, when an IJV has a great absorptive
capacity, the transfer of technological knowledge such as new idea generation,
concept testing, and technical implementation can be better understood,
valued, and exploited within the IJV (Pak & Park, 2004). These knowledge
that is more thoroughly learned because of absorptive capacity can better
improve the IJV’s product quality, innovativeness and upgradeability, with
which the IJV can use to attract and keep more best-performing local
distributors. As a result, the knowledge transfer has an increasing effect on
distribution capability. Similarly, the managerial knowledge transferred like
oversight and control over the manufacturing processes, and the redesign of
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production operations can be better interpreted and used in an IJV with a high
absorptive capacity (Lane et al., 2001). Better learning of these transferred
knowledge builds management effectiveness and guarantees an adequate and
timely supply of qualified IJV products that enable local distributors to
predict market risks and decrease inventory costs, consequently increasing
the IJV’s ability to develop and expand its local channels. Finally, with a high
absorptive capacity, the IJV is more capable of using the operational
knowledge transferred in relation to production processes and manufacturing
assessment to establish a batch of templates, procedures and frameworks for
daily production (Pak & Park, 2004). The improved manufacture nourishes
operational efficiency and production standardization which makes local
distributors’ profits more predictable and their risks more manageable,
thereby facilitating the IJV to attract and keep its local distributors, and
eventually strengthening the impact of knowledge transfer on the IJV’s
distribution capability.

In addition, absorptive capacity enhances the positive impact of foreign
parent-IJV knowledge transfer on an IJV’s distribution capability as it
enables the IJV use the transferred knowledge to provide a wider-array
higher-level of service supports to its local distributors. For instance, an IJV
with a good absorptive capacity knows how to use the technological
knowledge transferred to better evaluate its local potential distributor’s
technological backgrounds and competences (Hyland, Soosay, & Sloan,
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2003), provide its local distributors with detailed demonstrations of product
features and functionality (Tanriverdi & Venkatraman, 2005) and periodically
update its local distributors on technological trends (Zhang, Li, Hitt, & Cui,
2007). In this sense, absorptive capacity helps an IJV to make the better use
of the knowledge transferred and hence, enhancing its impact on the IJV’s
distribution channel. As a result, the relationship between foreign parent-IJV
knowledge transfer and IJV’s distribution capability is strengthened when the
IJV has a high absorptive capacity. Therefore, I propose:
Hypothesis 2: An IJV’s absorptive capacity positively moderates the
effect of foreign parent-IJV knowledge transfer on an IJV’s distribution
capability.

3.2.3 Market Turbulence Moderates the Effect of Foreign Parent-IJV
Knowledge Transfer on an IJV’s Distribution Capability
The deployment of externally-transferred knowledge is a complex and
multifaceted process that is embedded in and affected by an environmental
context (Lane et al., 2001). External markets shape the complexity and
changeability of the environment in which knowledge is learned for capability
development (Meyer, 2007). Since market turbulence has been found to have
a significant effect on knowledge learning (Rashman et al., 2009), I propose
that market turbulence can strengthen the positive relationship between
foreign parent-IJV knowledge transfer and IJV’s distribution capability
development for two reasons.
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First, market turbulence forces an IJV to make a faster and better use of the
foreign parent-IJV knowledge transfer to build and improve its distribution
capability. When market is highly turbulent, the obsolescence of knowledge
accelerates and business environment becomes complicated (D’Aveni, 1994).
In such a market setting, firms are under increasing pressure to maximize the
exploitation of the knowledge they possess (Richter & Vettel, 1995) and
accelerate the deployment of that knowledge before it is outdated (Dröge,
Claycomb, & Germain, 2003). Facing this heightened pressure to exploit
knowledge because of the turbulent environment, an IJV is more likely to
commit massive supportive resources on knowledge utilization, and thereby
can take a better advantage of foreign parent-IJV knowledge transfer to
strengthen its distribution capability at a faster pace. For example, the
product development knowledge transferred such as new idea generation and
technical implementation, can be obsolete or imitated very quickly when
market turbulence is high (Fang et al., 2007). To tackle this problem, an IJV
must accelerate its use of the transferred knowledge to polish its product
characteristics and technological updates. These technologically-advanced
products can draw more customer favor, give the IJV a unique competitive
edge in the market and eventually reinforce the IJV’s ability to attract and
retain best distributors. In other words, in turbulent markets, the transfer of
foreign parent knowledge can be exploited more thoroughly and quickly than
it can under stable market conditions, and as a result, the knowledge transfer
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has an augmented positive effect on an IJV’s distribution capability.

Second, market turbulence violates the customary linkages between the
traditional knowledge inputs and capability building, which enlarges the use
of the transferred knowledge to improve distribution capability as many new
knowledge transferred is found to become valuable on developing
distribution capability in a turbulent market.

The severe turbulences in

terms of customer behaviors, market preferences and competition patterns
can largely change the accustomed associations between the conventional
knowledge inputs and firm’s marketing capabilities such as distribution
capability (Srivastava et al., 1998). Different and more kinds of knowledge
can build on a firm’s marketing competences under turbulent market
conditions (Day, 2011). Hence, to seize these new values of the knowledge
that is stimulated by the turbulent market, IJVs become aggressively to use
an increasing amount of different kinds of transferred knowledge to build and
nourish their distribution capability. For example, in a high-velocity market,
firms must keep a greater level of organizational fit and operational
excellence than in the relatively stable condition in order to attract and retain
local distributors (Frazier, 1999). In such case, the managerial and
operational knowledge transferred has an increasing use to develop and retain
good distribution capability as the IJV must utilize that knowledge to polish
managerial effectiveness and tailor production standardization which are
necessary to build its local channels in changing contexts. As a result, the
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IJV’s distribution capability is enhanced in a greater pace by the transfer of
foreign parent’s knowledge in the turbulent market.

Therefore, I propose:

Hypothesis 3: Market turbulence positively moderates the effect of
foreign parent-IJV knowledge transfer on an IJV’s distribution capability.

3.2.4 Knowledge Transfer, Distribution Capability and IJV Performance:
Moderated Mediation
As discussed earlier, foreign parent-IJV knowledge transfer is only a
necessary but insufficient condition for superior IJV performance. The
transfer of foreign parent’s knowledge provides necessary “building blocks”
for IJV’s performance, but it still requires an underlying leveraging
mechanism through which the performance potentials of the transfer can
ultimately be realized. An IJV’s distribution capability functions as a
mechanism to connect the internal knowledge and resultant products with
external market demands, which ultimately determines the IJV’s performance.
In a similar vein, the complementary effects of knowledge transfer and an
IJV’s absorptive capacity and the complementary effects of knowledge
transfer and market turbulence also need to reply on a mediator, IJV’s
distribution capability, to have an ultimate effect on its performance.

Although absorptive capacity helps an IJV better identify, assimilate and use
foreign parent-transferred knowledge, the heightened benefits of such a
knowledge transfer still may not have a direct positive effect on the IJV’s
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performance. This is because knowledge transfer and absorptive capacity are
valuable and rare, but they may still be imitable and movable across firms
owing to the commonalities of effective dynamic capabilities (Eisenhardt &
Martin, 2000). If the competing firms imitate or acquire either the knowledge
transferred or good absorptive capacity, the performance potentials of these
joint effects could be easily lost. However, as Eisenhardt and Martin (2000)
and Teece (2007) argued, the resource reconfiguration deployed by dynamic
capabilities is far more difficult to be duplicated. It is the resultant ordinary
capabilities that contribute directly to a firm’s performance. Hence, the
interactive effects of knowledge transfer and absorptive capacity contribute
to the development of unique firm-specific distribution capability, which in
turn shapes an IJV’s market position and ultimately determines its
performance. In other words, IJV’s distribution capability mediates the
complementary effects of foreign parent- IJV knowledge transfer and
absorptive capacity on its performance.

In the same vein, the complementary effects of foreign parent-IJV knowledge
transfer and market turbulence affect an IJV’s performance via distribution
capability. Although a turbulent market forces an IJV to take a faster and
better advantage of the foreign parent-transferred knowledge, these
magnified effects still cannot directly improve firm performance because
such internal benefits must first connect with the external market demands.
Distribution capability acts as a channel through which internal knowledge
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and the resultant products can be transmitted to targeted customers more
promptly, astutely and effectively than those of the competition (Frazier,
1999). Through its distribution capability, an IJV can transform the benefits
of these joint effects into ultimate superior IJV performance. Therefore, I
propose:
Hypothesis

4:

An

IJV’s distribution capability mediates the

complementary effects of foreign parent-IJV knowledge transfer and
absorptive capacity on an IJV’s firm performance.
Hypothesis

5:

An

IJV’s distribution capability mediates the

complementary effects of foreign parent-IJV knowledge transfer and market
turbulence on an IJV’s firm performance.
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Chapter 4

Research Methods

4.1 Sample and Data Collection
This study uses data randomly collected from 136 equity-based IJVs in the
People’s Republic of China to test the aforementioned hypotheses. China has
become the world’s largest FDI recipient, and is well recognized as the world’s
center for global manufacturing. As of 2011, more than 730,000 FDI projects
have been established in China, and foreign-invested joint ventures are among
the most dominant investment forms (2012 China Statistical Yearbook). The
large scale and industrial diversity of these foreign-invested joint ventures
provide a unique setting for current study of the black box of the foreign
parent-IJV knowledge transfer and the IJV’s performance relationship.

Based on an extensive literature review, two versions of questionnaire were
developed which overlapped only in relation to two dependent variable items:
objective and subjective IJV performance. The questionnaire was initially
developed in English and translated into Chinese, and then back translated
into English to ensure measurement equivalence. The questionnaire was
administered to 20 managers of 10 IJVs (two each) in Zhejiang Province to test
the validity of its instruments, and the informants were asked to identify any
ambiguities or misinterpretations in the questionnaire. Some minor word
changes were made based on their feedback.
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A list of 300 manufacturing IJVs was generated by randomly selecting from
the database provided by the provincial Departments of Commerce. The
sample IJVs were selected according to three criteria suggested by Luo (2007).
First, all of the selected firms were equity-based manufacturing IJVs. Second,
the selected IJVs had to have only one foreign parent firm, but were permitted
to have one/multiple local parent firm(s). Third, the selected IJVs had to have
been established for at least three years in consideration of their partnership
stability. A two-informant approach was used to decrease the common
methods bias. The first informant representing the foreign party in the IJVs
answered all of the questions related to the independent variables, potential
mediators and moderators, and the second informant representing the Chinese
party in the IJVs rated only the dependent variable items. The questionnaire
instruments also included checks of the informants’ knowledge absorption.
The average knowledge rating was 4.8 for the first informant and 4.3 for the
second informant on a 7-point scale. Both informant groups were asked to
indicate the lengths of their tenures with their IJVs (Phillips, 1981). The
average IJV tenures were 4.2 years in the first informant group and 3.8 years
in the second informant group.

Considering the geographic diversity of the sample, multiple data collection
methods were used, such as on-site and telephone interviews and interviews
conducted in the provincial Departments of Commerce. All of the interviews
were conducted by experienced interviewers (professors and PhD students
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from local universities in China) and the questionnaires were collected
immediately after completion. For the on-site interviews, the interviewers
called the informants to set up appointments and then presented the
questionnaires to the informants in their offices. For the telephone interviews,
the interviewers called the informants to explain the objectives of the study
and obtained permission for the interviews. They then called the informants to
ask all of the listed questions at the appointed times. For the government
department interviews, the interviewers invited the informants to complete the
questionnaires when they dropped by the provincial Departments of
Commerce at a convenient time. The data collection process lasted four
months. It produced 338 completed responses, including 169 from the first
informant group and 169 from the second informant group, for a response
rate of 56.3%. Later, 33 pairs were excluded due to too many missing data,
resulting in an effective participation rate of 45.3% (136/300). A comparison
of the participating and non-participating firms showed no significant
differences in key firm characteristics, such as IJV age and size, indicating
that a non-response bias was not a concern.

The final sample of 136 participating IJVs came from industries such as the
automobile (13 firms), electronics (10 firms), telecommunications (2 firms),
pharmaceuticals and medical equipment (6 firms), machinery and equipment
(44 firms), basic metals and fabricated metal products (15 firms), chemical and
plastic products (16 firms), furniture and building materials (17 firms), textiles
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and sewing (1 firms) and other (12 firms) industries. Their geographical
coverage included the Yangtze River Delta (Shanghai, Jiangsu and Zhejiang
Provinces), Bohai Economic Rim (Beijing, Tianjin, Hebei and Shandong
Provinces) and Chongqing. Of the final sample, 51 IJVs were based in
Zhejiang, 23 in Shanghai, 19 in Jiangsu, 11 in Beijing, 12 in Chongqing, and
20 in other provinces. In terms of firm size, 5.1% had fewer than 100
employees, 35.3% had 100-200 employees, 14% had 201-300 employees,
21.3% had 301-500 employees and 24.3% had more than 500 employees.

4.2 Measures
All of the constructs were measured with multi-item scales adopted from the
existing literature. A 7-point response scale was used to measure the IJVs’
distribution capability and IJV subjective performance (1=much worse to
7=much better) and knowledge transfer (1=much less to 7=much more), and
all of the remaining items were measured on a 7-point scale (1=strongly
disagree to 7=strongly agree) (see Table 1).
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Table 1 Composite reliability of constructs, EFA, and CFA results
Constructs and items

Factor
Standardized
Composite
loadings in factor loadings reliability
EFA
in CFA
AVE: 0.51
0.76

Knowledge Transfer
Please circle the response that best describes the extent to which your
joint venture has transferred knowledge from your foreign parent in the
following areas:
1.Product development
0.680
2.Managerial techniques
0.808
3.Production processes
0.844

0.711
0.755
0.896

Distribution Capability
Compared to your major competitors, please circle the response that
best describes the marketing capabilities possessed by your joint
venture in the following areas:
1.Attracting and retaining the best distributors
2.Adding value to our distributors’ businesses
3.Providing high levels of service support to distributors

AVE: 0.78

0.912
0.906
0.831

0.928
0.955
0.780

Absorptive Capacity
Recognize
1.Our joint venture observes in detail external sources of new
knowledge.
2.Our joint venture thoroughly collects industry information.
3.Our joint venture has information on the state-of-the-art of external
knowledge.

AVE: 0.54
AVE: 0.62
0.794

0.522
0.748

0.885
0.841

0.823
0.780

Assimilate
1.Our joint venture is proficient in reactivating existing knowledge for
new uses.
2.Our joint venture quickly analyzes and interprets changing market
demands for our knowledge.
3.New opportunities to serve our customers with existing knowledge

AVE: 0.74
0.861

0.670
0.821

0.881

0.805

0.849

0.879

76

0.91

0.77
0.83

0.90

are quickly understood.
Apply
1.Our joint venture regularly applies knowledge in new products.
2.Our joint venture constantly considers how to better exploit
knowledge.
3. Our joint venture easily implements knowledge in new products.

AVE: 0.66
0.900
0.879

0.760
0.855
0.847

0.763

0.787

Market Turbulence
1. In our kind of business, customer’s product references change quite a
bit over time.
2.Our customers tend to look for new product all the time.
3.Our joint venture is witnessing demand for our products and services
from customers who never bought them before.
4.New customers tend to have product-related needs that are different
from those of our existing customers.

AVE: 0.53
0.825

0.761

0.863
0.852

0.909
0.735

0.803

0.565

0.85

0.77

AVE: 0.57
0.89
IJV Subjective Performance
Compared to your major competitors, please circle the response that
best describes the extent to which you would evaluate your joint
venture in the following areas:
1.Overall profit levels achieved
0.910
0.956
2.Profit margins achieved
0.721
0.670
3.Return on investment
0.769
0.799
4. Sales volume achieved
0.846
0.824
5. Market share achieved
0.861
0.859
6. Shareholder satisfaction with financial performance
0.886
0.880
a. Fit indices for absorptive capacity: χ2=39.90, χ2/df=1.66, p<0.05; RMSEA=0.07; CFI=0.97; IFI=0.97; TLI=0.96.
b. Fit indices for constructs except absorptive capacity: χ2=178.92, χ2/df=1.85, p<0.001; RMSEA=0.08; CFI=0.94; IFI=0.94;
TLI=0.93.
c. A 7-point response scale was used to measure the IJV’s distribution capability and IJV subjective performance (1=much
worse to7=much better) and knowledge transfer (1=much less to 7=much more), and all of the remaining items were
measured on a 7-point scale (1=strongly disagree to 7=strongly agree).
d. AVE: average variance extracted.
77

Independent and mediating variables. A six-item measure of knowledge
transfer was adopted from Steensma et al. (2005). One item, “knowledge of
foreign cultures/ tastes,” was deleted based on the pre-test feedback, and the
remaining five items were used to reflect the knowledge transmission from a
foreign parent firm to the focal IJV. The four-item scale for distribution
capability was adopted from a study by Vorhies and Morgan (2005), and
measured whether the IJV was capable of establishing and maintaining
distribution channels that could effectively and efficiently deliver its products
to the mass market.

Moderating variables. Absorptive capacity is a second-order construct that
consists of three components: recognize, assimilate and apply. The scales
were adapted from studies by Jansen et al. (2005) and Arbussàand Coenders
(2007). The components (recognize, assimilate and apply) were selected to
represent three absorptive capacity

learning processes (explorative,

transformative and exploitative learning), and the overall absorptive capacity
was measured by aggregating these components. More specifically, a five-item
scale was adopted for recognize to capture the ability of the IJV to detect and
appreciate external new knowledge. Assimilate was measured by four items
that captured whether the IJV could interpret the foreign parent-pooled
knowledge and integrate it with current bases. Owing to the possible
ambiguities among IJV managers in the pre-test, one item (“It is well known
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who can best exploit new knowledge inside our IJV”) was dropped from the
questionnaire, and the remaining three-item apply scale captured the IJV’s
processes of converting knowledge into concrete new products and better
exploiting that knowledge. The four-item scale for market turbulence was
adapted from a study by Jaworski and Kohli (1993) and captured the market
changes in relation to the product preferences of current and new customers
over time.

Dependent variables. There were two measures of IJV performance:
objective and subjective. An IJV’s subjective performance was measured
using a six-item scale of financial and market terms adopted by Luk et al.
(2008). Each IJV’s objective performance was measured by asking the
informants to indicate its total average profit growth over the past three years.
The informants could choose one of the following seven different ranges: 0%,
1-10%, 11-20%, 21-30%, 31-40%, 41-50% or>50%. Ranges were used rather
than actual numbers because the on-site interviews indicated that although
managers were more reluctant to give realistic financial figures, they were
willing to provide performance ranges. The responses were recoded into the
mid-point of each range: 0%, 5.50%, 15.50%, 25.50%, 35.50% and 45.50%,
respectively. Because the mid-point for the maximum range of >50% was
unavailable, a value of 55.50% was used to represent the seventh range
(Drnevich & Kriauciunas, 2011).
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Control variables. There were six control variables. IJV firm size was
measured by an IJV’s total number of employees. IJV age was measured by the
number of years since the IJV was established. Foreign parent origin was
coded 1 if the foreign parent firm was headquartered in an Asian country, 2 if
in Europe, 3 if in the U.S. or Canada, and 4 otherwise. Ownership was the
actual equity that the foreign parent firm had in the IJV. R&D intensity was
measured based on an IJV’s R&D expenditure divided by its total sales over
the past three years. The informants were asked to choose one of the following
five ranges: 0%, 1-5%, 6-10%, 11-15% or>15%. The mid-points of the first
four ranges (0%, 3%, 8% and 13%) were used to represent the first four ranges,
respectively, and 18% was used to represent the fifth range. To control the
industry effect, five industry dummy variables were created for the automobile,
electronics, machinery and equipment, chemical and plastic products,
furniture and building materials industries. These variables were coded 1 if the
IJV operated in one of those industries and 0 otherwise. Other industries were
considered as the point of reference (omitted dummy).

4.3 Construct Reliability and Validity
This study assessed the reliability of individual items by checking their
internal consistency values and the loadings of the items on their
corresponding constructs (Fornell & Larcker, 1981). Cronbach’s alpha of each
construct ranged from 0.69 to 0.91 (0.69 for knowledge transfer, 0.85 for
absorptive capacity, 0.89 for distribution capability, 0.87 for market turbulence
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and 0.91 for subjective IJV performance), all larger than the recommended
threshold of 0.70 except for knowledge transfer (0.69).The composite
reliability (CR) of each construct ranged from 0.76 to 0.91, all larger than the
recommended threshold of 0.70 (0.76 for knowledge transfer, 0.91 for
distribution capability, 0.77 for absorptive capacity, 0.77 for market turbulence
and 0.89 for IJV subjective performance). Two separate exploratory factor
analyses (EFA) were conducted based on a principal component method with
varimax rotation. In the first EFA, three factors representing the three
components of absorptive capacity (recognize, assimilate and apply) emerged
with eigenvalues larger than 1, accounting for 78.73% of the total variance.
Two items from recognize and one item from assimilate were deleted due to
severe cross-loading. All of the remaining items loaded significantly on their
corresponding constructs with factor loadings larger than 0.7. Four items
including knowledge transfer, distribution capability, market turbulence and
IJV subjective performance were analyzed in the second EFA. Four factors
were generated with eigenvalues larger than 1, accounting for 72.74% of the
total variance. Two items from knowledge transfer and one item from
distribution capability were dropped due to severe cross-loading. All of the
remaining items were loaded significantly on their respective factors without
significant cross-loading. Table 1 lists the EFA and CR results, which indicate
good construct reliability.

The unidimensionality and convergent validity of the constructs were then
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examined via confirmatory factor analysis (CFA) using AMOS 18.0. To ensure
acceptable parameter-estimate- to-observation ratios, the measures were
divided into two subsets of theoretically-related variables and two separate
CFAs were conducted (Bentler & Chou, 1987). The first CFA was performed
on absorptive capacity (χ2=39.90, χ2/df=1.66, p<0.05; RMSEA=0.07;
CFI=0.97; IFI=0.97; TLI=0.96) and the second on all of the remaining
constructs (χ2=178.92, χ2/df=1.85, p<0.001; RMSEA=0.08; CFI=0.94;
IFI=0.94; TLI=0.93). As indicated in Table 1, the two CFA models had
acceptable fit indices and all of the items loaded on their respective constructs
with a large and significant loading at the 0.001 level, indicating good
convergent validity (Anderson & Gerbing, 1988). To determine the
discriminant validity of the constructs, the squared correlations between any
two constructs were compared with the AVEs of the respective constructs. The
AVEs of each construct were far greater than the corresponding inter-construct
squared correlation, supporting the good discriminant validity of each
construct (Fornell & Larcker, 1981) (see Table 1).

4.4 Common Methods Bias
Because the data collected were based on IJV managers’ self-reports, a
common methods bias can present a potential problem (Podsakoff, MacKenzie,
Podsakoff, & Lee, 2003). This study minimized the occurrence of such a bias
by adopting a two-informant approach, with one informant answering
questions related to the dependent variables (IJV objective and subjective
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performance) and the other providing information about the remaining
variables. Furthermore, following the suggestion of Podsakoff et al. (2003),
two ex post statistical analyses were conducted to double check whether there
is a common methods bias. First, Harman’s one-factor test was conducted,
and the model was shown to have a very poor fit (χ2=2633.42, χ2/df=5.68,
p<0.001; RMSEA=0.19; CFI=0.25; IFI=0.26; TLI=0.20), and the single
factor accounted for only 24.04% of the total variance. Second, a latent
common method test was conducted, and the common method factor
explained only 14.4% of the total variance, less than the threshold of 25%
(Williams, Cote, & Buckley, 1989). These findings confirmed that a common
methods bias would not be a major concern.
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Chapter 5

Data Analysis

Table 2 presents the means, standard deviations and correlations between the
variables examined in this study. Hierarchical regression analysis was used to
test the moderation and mediation hypotheses, and the mediation results were
cross-validated through bootstrapping using PROCESS in SPSS 18.0. For the
moderation tests, prior to creating the interaction terms, all of the independent
and moderating variables were mean-centered to decrease the potential
problem of multicollinearity (Aiken & West, 1991). The variance inflation
factors (VIFs) associated with each regression coefficient were also checked
and ranged from 1.047 to 1.808, showing no serious multicollinearity problem.
To rule out the potential threat of endogeneity, a two-stage least squares test
was conducted using entrepreneurial orientation as the instrumental variable,
and a Hausman’s test was conducted to compare the ordinary least squares
and two-stage least squares estimates. The two sets of estimates were not
significantly different, indicating that the findings of this study were robust.
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Table 2 Means, standard deviations and correlations
Mean S.D.
1
2
3
4
5
6
7
8
9
10
11 12
13
14
15 16
1.IJV objective
18.0331 10.52954 1
performance (profit)
2.IJV subjective
4.6831 1.07139 .238** 1
performance
.005
3.Knowledge
5.6324 .84452 -.055 .029 1
transfer
.527 .733
4.Distribution
5.1299 .82868 .213* .243** .085 1
capability
.013 .004 .324
5.Absorptive
5.5478 .65594 .097 .166 .224** .552** 1
capacity
.261 .054 .009 .000
6.Market turbulence 4.9375 .91578 -.235** .007 .168 .215* .111 1
.006 .939 .051 .012 .199
7.IJV age
14.2721 6.45149 -.077 .078 -.039 -.080 .027 -.012 1
.370 .365 .655 .357 .754 .891
8.IJV size
515.36 758.423 .015 .254** .020 .038 -.073 -.037 .144 1
.859 .003 .820 .661 .400 .666 .095
9.Foreign parent
1.9706 .82499 -.085 -.036 .112 .049 .000 -.091 -.032 .074 1
origin
.324 .675 .194 .571 .999 .294 .712 .391
10.Ownership
.49419 .156390 .020 .079 -.111 -.118 -.199* -.141 .025 -.091 -.047 1
.819 .361 .197 .171 .020 .103 .776 .294 .585
11.R&D intensity 8.7647 4.30200 .185* .178* .070 .160 .236** .071 -.076 .103 .000 -.224** 1
.031 .039 .415 .063 .006 .415 .380 .234 .999 .009
12.Industry 1
.10
.295
.065 .059 -.135 .030 -.115 .057 .033 .412** -.110 .018 .088 1
.455 .495 .116 .732 .182 .513 .704 .000 .202 .838 .309
13.Industry 2
.07
.262
-.068 -.043 .056 .035 .176* .112 .071 -.060 -.093 .013 .081 -.092 1
.431 .619 .516 .683 .041 .195 .409 .489 .283 .881 .347 .289
14.Industry 3
.32
.470
-.107 .004 .178* .094 -.005 .030 -.064 -.028 .159 .149 .104 -.225** -.195* 1
.215 .967 .039 .275 .958 .728 .463 .750 .065 .084 .228 .009 .023
15.Industry 4
.12
.323
-.001 .041 -.030 -.140 .016 -.025 -.040 -.117 -.126 -.071 -.039 -.119 -.103 -.253** 1
.989 .638 .726 .103 .854 .773 .641 .174 .145 .412 .656 .169 .233 .003
16.Industry 5
.13
.332
.057 .039 .077 -.015 -.006 -.072 .046 -.054 .041 -.132 -.119 -.123 -.106 -.261** -.138 1
.509 .655 .372 .866 .942 .408 .593 .529 .639 .127 .167 .154 .217 .002 .109

(N=136, significance level: *p<0.05, **p<0.01)
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5.1 Results of Hypothesis 1
Hypothesis 1 suggests that the distribution capability of an IJV mediates the
positive effect of foreign parent-IJV knowledge transfer on the IJV’s
performance (objective and subjective). Following Baron and Kenny’s
three-step approach (1986), the mediation hypothesis is tested using SPSS
18.0. The results are shown in Table 3. The first step of Baron and Kenny’s
method involves determining whether the independent variable is significantly
associated with the hypothesized mediator. Model 1 in Table 3 shows that the
relationship between knowledge transfer and distribution capability is
insignificant (β=0.05, n.s). Model 2 in Table 3 shows that the coefficients of
distribution capability and IJV objective and subjective performance are
positively and statistically significant (objective performance: β= 0.21, p<
0.05; subjective performance: β= 0.26, p< 0.01) because the independent
variable is insignificantly related to the hypothesized mediator. Therefore,
Hypothesis 1 is rejected.
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Table 3 Tests for mediation effect: knowledge transfer, distribution
capability and IJV performance
Distribution
capability

IJV
performance
(objective)
Model 2

IJV
performance
(subjective)
Model 3

0.213*

0.258**

-0.070
0.000
-0.106
0.018
0.036
0.034
0.065
-0.120
-0.008

-0.055
0.007
0.123
-0.083
-0.025
-0.134
-0.185
-0.024
0.039

0.071
0.285**
0.200*
-0.057
-0.076
-0.050
-0.017
0.123
0.103

0.109

0.209*

0.187*

Model 1
Independent variable
Knowledge transfer

0.049

Mediating variable
Distribution capability
Control variables
IJV age
IJV size
IJV ownership
Foreign parent origin
Industry dummy 1: automobile
Industry dummy 2: electronics
Industry dummy 3: machinery
Industry dummy 4: chemical
Industry dummy 5: building
materials
R&D intensity

R2
0.066
0.128
0.198
0.002
0.043*
0.062**
ΔR2
Note: Standardized coefficients are given. N=136. *p<0.05, **p<0.01, ***p<0.001

5.2 Results of Hypothesis 2
Hypothesis 2 suggests that absorptive capacity positively moderates the
relationship between foreign parent-IJV knowledge transfer and an IJV’s
distribution capability. Model 4 in Table 4 shows that the coefficient of
absorptive capacity/knowledge transfer interaction term between the foreign
parent firm and IJV is positive and statistically significant (β= 0.25, p < 0.01),
supporting Hypothesis 4. To facilitate its interpretation, absorptive capacity is
split into two groups: high (one standard deviation above the mean) vs. low
(one standard deviation below the mean). The results are plotted in Figure 2.
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Following Aiken and West’s (1991) suggestion, the simple slopes associated
with the two lines in Figure 2 are calculated. For the high absorptive capacity
group, the simple slope is 0.25, which is significant at p<0.05. For the low
absorptive capacity group, the simple slope is -0.23, which is significant at
p<0.05. The results indicate that when absorptive capacity is high, the
relationship between knowledge transfer and distribution capability increases.
However, under low absorptive capacity, the relationship between knowledge
transfer and distribution capability is actually weakened. Thus, Hypothesis 2
is supported.
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Table 4 Moderation effect of absorptive capacity
IJV’s distribution capability
Model 1 Model 2 Model 3
Independent variables
Main effects
Knowledge transfer
Absorptive capacity

0.049

-0.062
0.588***

Moderating variables
Knowledge transfer *
Absorptive capacity
Control variables
IJV age
IJV size
IJV ownership
Foreign parent origin
Industry dummy 1: automobile
Industry dummy 2: electronics
Industry dummy 3: machinery
Industry dummy 4: chemical
Industry dummy 5: building
materials
R&D intensity

Model 4

0.007
0.605***

0.246**

-0.072
0.003
-0.111
0.022
0.033
0.041
0.077
-0.116
-0.001

-0.070
0.000
-0.106
0.018
0.036
0.034
0.065
-0.120
-0.008

-0.104
0.048
-0.023
0.024
0.078
-0.039
0.084
-0.122
0.007

-0.104
0.056
-0.012
0.047
0.061
-0.016
0.094
-0.105
0.061

0.110

0.109

-0.009

-0.012

R2
0.064
0.066
0.358
0.407
0.064
0.002
ΔR2
0.292***
0.049**
Note: Standardized coefficients are given. N=136. *p<0.05, **p<0.01, ***p<0.001

Figure 2 Effect of interaction between knowledge transfer and
absorptive capacity on distribution capability

Dependent variable

8
7.5
7
6.5
6
5.5
5
4.5
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3

Low AC
High AC

Low KT

High KT
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5.3 Results of Hypothesis 3
Hypothesis 3 indicates that market turbulence strengthens the effect of foreign
parent-IJV knowledge transfer on an IJV’s distribution capability. Model 4 in
Table 5 shows that the market turbulence/knowledge transfer interaction
between a foreign parent firm and its IJV is positively and significantly related
to the IJV’s distribution capability (β= 0.29, p < 0.01). Splitting market
turbulence into high (one standard deviation above the mean) vs. low (one
standard deviation below the mean) groups reveals that the effect of foreign
parent-IJV knowledge transfer on an IJV’s distribution capability is significant
in the former (simple slope b = 0.33, p< 0.05) but only marginally significant
in the latter (simple slope b = -0.20, p< 0.1) (see Figure 3). As such,
Hypothesis 3 is supported.
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Table 5 Moderation effect of market turbulence
IJV’s distribution capability
Model 1
Model 2
Model 3
Independent variables
Main effects
Knowledge transfer
Market turbulent

0.049

0.017
0.190*

Moderating variables
Knowledge transfer *
Market turbulence
Control variables
IJV age
IJV size
IJV ownership
Foreign parent origin
Industry dummy 1: automobile
Industry dummy 2: electronics
Industry dummy 3: machinery
Industry dummy 4: chemical
Industry dummy 5: building
materials
R&D intensity

Model 4

0.063
0.248**

0.290**

-0.072
0.003
-0.111
0.022
0.033
0.041
0.077
-0.116
-0.001

-0.070
0.000
-0.106
0.018
0.036
0.034
0.065
-0.120
-0.008

-0.071
0.018
-0.076
0.037
0.012
0.015
0.053
-0.115
0.005

-0.065
0.069
-0.015
0.020
-0.034
0.023
0.109
-0.087
0.067

0.110

0.109

0.109

0.096

R2
0.064
0.066
0.099
0.166
0.064
0.002
ΔR2
0.033*
0.067**
Note: Standardized coefficients are given. N=136. *p<0.05, **p<0.01, ***p<0.001

Figure 3 Effect of interaction between knowledge transfer and market
turbulence on distribution capability
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5.4 Results of Hypothesis 4
Hypothesis 4 suggests that the complementary effects of foreign parent-IJV
knowledge transfer and absorptive capacity on an IJV’s performance
(objective and subjective) are mediated by the IJV’s distribution capability.
Following Baron and Kenny’s three-step approach (1986), this mediation
hypothesis is tested using SPSS 18.0. The results are shown in Table 6. First,
the relationship between the independent variable (the complementary effect
of foreign parent-IJV knowledge transfer and an IJV’s absorptive capacity)
and the mediator (the IJV’s distribution capability) is examined. Model 1 in
Table 6 shows that the interaction term is associated with the mediator, and the
results indicate a positive and significant relationship (β=0.25, p<0.01).
Although the interaction term is insignificantly associated with the IJV’s
objective (β=0.003, n.s, shown in Model 2 in Table 6) and subjective (β=0.05,
n.s, shown in Model 4 in Table 6) performance either before or after
distribution capability is included, distribution capability is positively and
statistically significantly associated with the IJV’s performance (objective
performance: β=0.25, p<0.05, shown in Model 3 in Table 6; subjective
performance: β=0.23, p<0.05, shown in Model 5 in Table 6). Therefore,
Hypothesis 4 is supported.
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Table 6 Tests for mediation effect: knowledge transfer, absorptive
capacity, distribution capability and IJV performance
Distribution
capability

Independent
variable
Knowledge
transfer
*absorptive
capacity

Model 1

IJV
performance
(objective)
Model 2

IJV
performance
(objective)
Model 3

IJV
performance
(subjective)
Model 4

IJV
performance
(subjective)
Model 5

0.246**

0.003

-0.058

0.049

-0.007

Mediating
variable
Distribution
capability
Control
variables
IJV age
IJV size
IJV
ownership
Foreign
parent origin
Industry
dummy 1:
automobile
Industry
dummy 2:
electronics
Industry
dummy 3:
machinery
Industry
dummy 4:
chemical
Industry
dummy 5:
building
materials
R&D
intensity
Knowledge
transfer
Absorptive
capacity

0.249*

0.228*

-0.104
0.056
-0.012

-0.078
0.018
0.112

-0.052
0.004
0.114

0.042
0.302**
0.203*

0.066
0.289**
0.206*

0.047

-0.075

-0.086

-0.047

-0.058

0.061

-0.012

-0.027

-0.055

-0.069

-0.016

-0.135

-0.131

-0.062

-0.058

0.094

-0.159

-0.182

0.005

-0.016

-0.105

-0.047

-0.021

0.094

0.118

0.061

0.046

0.031

0.115

0.101

-0.012

0.212*

0.215*

0.175

0.178*

0.007

-0.046

-0.047

0.003

0.001

0.605***

0.106

-0.045

0.196*

0.057

R2
0.407
0.095
0.132
0.169
0.200
2
0.407***
0.095
0.037*
0.169*
0.031*
ΔR
Note: Standardized coefficients are given. N=136. *p<0.05, **p<0.01, ***p<0.001
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Validation Tests by Bootstrapping
PROCESS in SPSS 18.0 is adopted to further confirm the mediation
hypotheses by examining the bootstrapping test of the indirect effects (Hayes,
2012). A more powerful tool for testing mediation effects than Sobel’s z-test
(Zhao, Lynch, & Chen, 2010), PROCESS has been widely adopted by
management studies. Based on 5,000 requested bootstrap samples (Preacher &
Hayes, 2008), the results reveal the point estimates of the indirect effect of the
complementary benefits of knowledge transfer and absorptive capacity on
objective IJV performance through distribution capability (b = 1.16, the 95%
confidence intervals: 0.2553 to 2.7529), and the indirect effect of the interplay
between knowledge transfer and absorptive capacity on subjective IJV
performance through distribution capability (b = 0.11, the 95% confidence
intervals: 0.0102 to 0.2790). None of the confidence intervals contains zero,
further supporting Hypothesis 4.

5.5 Results of Hypothesis 5
Hypothesis 5 indicates the complementary effects of foreign parent-IJV
knowledge transfer and market turbulence on an IJV’s performance (objective
and subjective) are mediated by the IJV’s distribution capability. Following
the aforementioned procedures (see Table 7), a relationship is established
between the independent variable (the knowledge transfer/market turbulence
interaction term) and the mediator (an IJV’s distribution capability). Model 1
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in Table 7 shows a positive and significant association (β=0.29, p<0.01).
Although the direct effects of the interaction term on the dependent variables
(objective and subjective performance) are insignificant either before or after
distribution capability is included (objective performance: β=0.08, n.s, shown
in Model 2 in Table 7; subjective performance: β=0.15, n.s, shown in Model 4
in Table 7), distribution capability is positively and significantly related to IJV
performance (objective performance: β=0.27, p<0.01; subjective performance:
β=0.24, p<0.01), as shown in Models 3 and 5 in Table 7. Thus, Hypothesis 5
is supported.
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Table 7 Tests for mediation effect: knowledge transfer, market
turbulence, distribution capability and IJV performance
Distribution
capability

Independent
variable
Knowledge
transfer
*market
turbulence

Model 1

IJV
performance
(objective)
Model 2

IJV
performance
(objective)
Model 3

IJV
performance
(subjective)
Model 4

IJV
performance
(subjective)
Model 5

0.290**

0.078

0.000

0.151

0.082

Mediating
variable
Distribution
capability
Control
variables
IJV age
IJV size
IJV
ownership
Foreign
parent origin
Industry
dummy 1:
automobile
Industry
dummy 2:
electronics
Industry
dummy 3:
machinery
Industry
dummy 4:
chemical
Industry
dummy 5:
building
materials
R&D
intensity
Knowledge
transfer
Market
turbulence

0.269**

0.239**

-0.065
0.069
-0.015

-0.069
0.000
0.075

-0.052
-0.019
0.079

0.056
0.314**
0.212*

0.071
0.298**
0.215*

0.020

-0.104

-0.109

-0.058

-0.063

-0.034

-0.002

0.007

-0.095

-0.086

0.023

-0.095

-0.101

-0.043

-0.048

0.109

-0.132

-0.162

0.023

-0.003

-0.087

-0.045

-0.022

0.107

0.128

0.067

0.043

0.025

0.135

0.119

0.096

0.230*

0.204*

0.208*

0.185*

0.063

0.026

0.009

0.042

0.027

0.248**

-0.225*

-0.292**

0.070

0.010

R2
0.166
0.143
0.204
0.156
0.203
2
0.166*
0.143
0.061**
0.156
0.048**
ΔR
Note: Standardized coefficients are given. N=136. *p<0.05, **p<0.01, ***p<0.001
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Validation Tests by Bootstrapping
The results based on 5,000 requested bootstrap samples show the point
estimates of the indirect effect of the knowledge transfer/market turbulence
interaction on objective IJV performance through distribution capability (b =
0.997, the 95% confidence intervals: 0.2871 to 2.1762), and the indirect effect
of the knowledge transfer/market turbulence interaction on subjective IJV
performance through distribution capability (b = 0.09, the 95% confidence
intervals: 0.0204 to 0.2288). Because none of the confidence intervals contains
zero, the result provides a robust support to Hypothesis 5.
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Chapter 6

Discussion and Conclusion

6.1 Discussion
This study seeks to unpack the black box of the relationship process between
foreign parent-IJV knowledge transfer and IJV performance by investigating
the underlying mediating mechanism of IJV’s distribution capability, and to
delineate both the internal and external boundary conditions of the
relationship between foreign parent-IJV knowledge transfer and IJV’s
distribution capability by examining the moderating roles of IJV’s absorptive
capacity and market turbulence. In addition, it investigates the ways in which
two complementary effects (knowledge transfer and absorptive capacity, and
knowledge transfer and market turbulence) are transformed into superior IJV
performance via IJV’s distribution capability. Five hypotheses are tested
using a randomly-chosen sample of 136 equity-based manufacturing IJVs in
the emerging market of China.

The results support most of the proposed hypotheses except Hypothesis 1,
which proposes that an IJV’s distribution capability mediates the positive
effect of foreign parent-IJV knowledge transfer on the IJV’s ultimate
performance. Hypothesis 2 proposes that the moderation of an IJV’s
absorptive capacity strengthens the relationship between foreign parent-IJV
knowledge transfer and the IJV’s distribution capability, and is fully
supported. Hypothesis 3 proposes that the positive effect of foreign
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parent-IJV knowledge transfer on an IJV’s distribution capability is
strengthened under higher levels of market turbulence, and receives full
support. The findings of this study also support Hypotheses 4 and 5,which
propose that an IJV’s distribution capability mediates the complementary
effects of foreign parent-IJV knowledge transfer and an IJV’s absorptive
capacity and the complementary effects of foreign parent-IJV knowledge
transfer and market turbulence on superior IJV performance (objective and
subjective), respectively.

6.2 Theoretical Implications
The findings of this study have three important theoretical implications. First,
Hypothesis 1, which assumes there is a mediation effect of an IJV’s
distribution

capability

in

the

knowledge

transfer-IJV

performance

relationship, is unexpectedly unsupported. However, when the IJV’s
absorptive capacity and market turbulence are added as contingencies, the
findings (Hypotheses 4 and 5) show statistically- significant moderated
mediation effects. One of the plausible explanations for this interesting
finding is that the majority of the knowledge transferred from the
technologically-advanced foreign parent firms to an IJV in an emerging
market is largely related to product development, organizational management
and operational processes (Luo, 2003). The market knowledge related to
local customer behaviors, marketing communication and promotion
techniques is usually provided by the local parent firms who have more local
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experience and are more familiar with local changes (Wu & Luo, 2008). In
such cases, because distribution capability is a market-oriented capability
(Day, 1994), the true value of foreign parent-transferred knowledge to the
development and improvement of distribution capability may be blurred and
even concealed if the IJV lacks sufficient absorptive capacity or is currently
operating in a stable environment. This is because if the IJV does not have an
adequate absorptive capacity, it cannot fully appreciate the true value of the
foreign parent’s knowledge in the enhancement of its distribution channels,
and consequently cannot apply the transferred knowledge in ways that best
assist in the development of its distribution capability. Similarly, if the IJV is
operating in a stable context, it is under less pressure to exploit knowledge
transfer promptly and completely, such sending out a false signal that
knowledge transfer has no significant impact on distribution capability.
Therefore, a high absorptive capacity and a high level of market turbulence
can reveal the true picture that there is a significant and positive relationship
between foreign parent-IJV knowledge transfer and an IJV’s distribution
capability within the emerging market context.

Second, this study sheds new light on the interplay of a firm’s two dynamic
capabilities and their joint impact on ordinary capabilities. By examining the
facilitating

role

of

IJV’s

absorptive

capacity

in

the

knowledge

transfer-distribution capability link, this study delineates how different kinds
of dynamic capabilities (knowledge transfer and absorptive capacity) jointly
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affect the development and improvement of ordinary capabilities (distribution
capability) in the emerging market IJV context. It is one of the first efforts
that offer a comprehensive understanding of the ways in which one dynamic
capability helps the deployment of another dynamic capability to build and
improve a firm’s ordinary capability.

Third, this study also pays special attention to the external boundary
conditions of the relationship between a firm’s dynamic and ordinary
capabilities. The literature has exhibited an important variation in relation to
the external environments in which a firm’s dynamic capability can be mostly
used (Ambrosini & Bowman, 2009; Barreta, 2010). By focusing on the
contingent effect of market turbulence, this study investigates the relevant
market context for the deployment of dynamic capability in a context of
emerging market IJV. By delineating this contextual impact, this study offers
an important theoretical implication to the dynamic capabilities literature that
a highly-turbulent market can actually facilitate rather than inhibit an IJV to
realize the performance potential of its dynamic capabilities (knowledge
transfer). Bringing contextual contingencies into the analysis of foreign
parent-IJV knowledge transfer and the building of an IJV’s capabilities, this
study provides useful evidence that the value of a foreign parent-IJV
knowledge transfer is indeed context dependent.
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6.3 Managerial Implications
The results of this study have useful managerial implications. First, in terms
of realizing the performance benefits of foreign parent-IJV knowledge
transfer, the findings of this study portray an IJV’s distribution capability as
the

necessary

underlying

leveraging

mechanism.

Since

foreign

parent-transferred knowledge does not have a direct effect on the IJV’s
performance, IJV managers in emerging markets must make greater efforts
on nourishing and sustaining great distribution capability in their IJVs to
transform the transferred knowledge superiority into performance superiority.
A good distribution capability channels the internal benefits of the transferred
knowledge and resultant products toward external targeted customers and in
turn determines the IJV’s performance. Given the importance of distribution
capability, IJV managers should pay more attention to the development of its
local distribution capability and increase their commitment to refresh this
capability on a regular basis.

Second, the findings of this study suggest that IJV managers operating in
emerging markets should provide sufficient policies and financial support to
the development of absorptive capacity to help maximize the IJVs’ uses of
their foreign parents’ knowledge. Within emerging market IJVs, foreign
parent-pooled knowledge belongs mostly to the domains of product
management, organizational management and operational production (Wu &
Luo, 2008), and the transferred knowledge is quite different from the
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traditional knowledge inputs for developing distribution capability (Day,
1994; Srivastava et al., 2001). Such inconsistencies can blur and sometimes
conceal the true use of foreign parent-IJV knowledge transfer in the
development of distribution capability. Hence, absorptive capacity becomes
an increasingly powerful weapon for IJVs to realize all of the potential
benefits of foreign parent-transferred knowledge for the establishment and
improvement of their distribution capability. As such, IJV managers must
watch both the existence and magnitude of these IJV’s absorptive capacities
very closely in order to maximize the performance potential of the
knowledge transfer.

Third, the results of this study also suggest that the emerging market IJV
managers should fully understand the importance and use of the
highly-turbulent market on realizing the potential benefits derived from
foreign parent-IJV knowledge transfer. A high-velocity market can enhance
rather than inhibit the use of the knowledge transferred and thus, IJV
managers should make adequate policies and continuously commit sufficient
resources and supports to monitor, predict and manage the rate, range and
magnitude of the turbulence in terms of customer preferences, industrial
trends and competition patterns, in the markets that they are currently
operating or plan to operate in the future. The facilitating role of market
turbulence found in this study also suggest IJV managers operating in
emerging markets that it is reasonable to manipulate a high level of market
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turbulence in order to fully exploit all of the potential benefits derived from
the knowledge transfer only if they have developed and kept a good
distribution capability at the same time. As such, a highly turbulent market is
not a threatening enemy but actually a powerful friend that can help IJVs
possessing sufficient capabilities to consolidate and strengthen every piece of
the potential benefits of the knowledge transferred from their foreign parents.

6.4 Limitations and Future Research
This study has several limitations. First, all of its proposed hypotheses are
tested within the single emerging market of China. As Luo (2003) observed,
emerging economies are not a homogenous group characterized with distinct
attributes in market size, economic stages, political regimes, and privatization
levels. Hence, this study’s findings may be limited in terms of their
generalizability to other kinds of emerging economy IJV contexts. Future
studies should replicate this study in other emerging market contexts to see
whether they achieve similar empirical findings. Second, owing to the time
and budget constraints, this study relies only on cross- sectional data. A more
comprehensive understanding of the relationships proposed would necessitate
the use of longitudinal data. Future studies should use longitudinal data to
empirically investigate the proposed relationships among foreign parent-IJV
knowledge transfer, its consequences, the leveraging mechanism and the
boundary conditions to determine whether the results are similar. Third, this
study investigates foreign parent-IJV knowledge transfer and knowledge
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deployment within IJVs only from an IJV manager’s perspective. An IJV’s
operation is heavily influenced by its parent firms. To offer a more thorough
analysis of the relationships among foreign parent-IJV knowledge transfer,
IJV capabilities and IJV performance, the opinions and views of headquarter
managers from both the foreign and local sides should be included and
analyzed. Future studies should examine the research questions proposed in
this study while focusing on the headquarter managers from both foreign and
local parent firms to determine whether the studies’ results are consistent.
Fourth, this study examines only the contingent effects of two specific factors
(an IJV’s absorptive capacity and market turbulence) on the relationships
between knowledge transfer and IJV capabilities/performance. Future studies
should pay more attention to other internal and external boundary conditions
that may influence these relationships. Finally, this study focuses on and
investigates only the mediation effect of an IJV’s distribution capability in
the knowledge transfer-IJV performance relationship. But, in order to survive
and outperform, emerging market IJVs must develop and simultaneously
maintain multiple marketing capabilities. Future studies should examine both
the separate and joint effects of multiple marketing capabilities in leveraging
the benefits of the transferred knowledge to achieve superior IJV
performance.

6.5 Conclusions
This study makes three contributions. First, it provides an original
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contribution to extant IJV studies by theoretically positing and empirically
verifying the mediation effect of IJV’s distribution capability on the
relationship between foreign parent-IJV knowledge transfer and IJV
performance. It offers an alternative explanation for the divergent empirical
results in the literature of this important knowledge transfer-IJV performance
link. In addition, this study develops a moderated mediation model in which
IJV’s distribution capability turns the complementary effects of 1) knowledge
transfer and IJV’s absorptive capacity, and 2) knowledge transfer and market
turbulence, into the IJV’s performance superiority.

Second, this study enriches extant dynamic capability literature by revealing
the moderating roles of IJV’s absorptive capacity and market turbulence on
enhancing the knowledge transfer-distribution capability link. By looking at
the contingent role of absorptive capacity, this study delineates how two
different dynamic capabilities (foreign parent-IJV knowledge transfer and an
IJV’s absorptive capacity) jointly affect the development of ordinary
capabilities (an IJV’s distribution capability). By investigating the
moderation effect of market turbulence, this study examines the relevant
environmental contexts of deploying dynamic capabilities (foreign parentIJV knowledge transfer) to develop and reinforce ordinary capabilities
(distribution capability). This serves a direct response to a research call in
Zahra et al. (2006) for more studies of the relationship between dynamic and
ordinary capabilities and the factors that can affect this link.
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Third, this study also makes important empirical contributions to extant
dynamic capabilities literature by substantiating the theoretical claim that
dynamic capabilities have an indirect effect on firm performance (Eisenhardt
& Martin, 2000; Zott, 2003; Zahra et al., 2006), and the theoretical claim that
the existence and use of dynamic capabilities are more effective under
rapidly changing environments (Teece et al., 1997; Teece, 2007). By
revealing the mediating role of distribution capability in the knowledge
transfer-IJV performance relationship, this study provides strong empirical
support for the indirect relationship between dynamic capabilities and firm
performance, and is one of the first empirical efforts that verify ordinary
capabilities work as the underlying leveraging mechanism through which
dynamic capabilities can have an ultimate impact on firm performance. By
examining the moderating role of market turbulence in the knowledge
transfer-distribution capability relationship, this study empirically supports
the argument that a highly turbulent market actually facilitates rather than
inhibits IJVs to realize the performance benefits derived from dynamic
capabilities, and substantiates the theoretical claim of Teece et al. (1997).

107

References

Aaker, D.A. (1991). Managing brand equity. New York: Free.
Ahuja, G. (2000). The duality of collaboration: inducements and opportunities
in the formation of interfirm linkages. Strategic Management Journal,
21(3), 317-343.
Aiken, L. S., & West, S. G. (1991). Multiple regression: testing and
interpreting interactions. Newbury Park, CA: Sage.
Almeida, P., & Phene, A. (2004). Subsidiaries and knowledge creation: the
influence of the MNC and host country on innovation. Strategic
Management Journal, 25(8-9), 847-864.
Ambrosini, V., & Bowman, C. (2009). What are dynamic capabilities and are
they a useful construct in strategic management? International Journal
of Management Reviews, 11(1), 29-49.
Anderson, J.C., & Gerbing, D.W. (1988). Structural equation modeling in
practice: a review and recommended two-step approach. Psychological
Bulletin, 103(3), 411-423.
Andriopoulos, C., & Gotsi, M. (2000). Benchmarking brand management in
the creative industry. Benchmarking: An International Journal, 7(5),
360-372.
Aragon-Correa, J., & Sharma, S. (2003). A contingent resource-based view of
proactive corporate environmental strategy. Academy of Management
Review, 28(1), 71-88.
108

Arbussà, A., & Coenders, G. (2007). Innovation activities, use of
appropriation instruments and absorptive capacity: Evidence from
Spanish firms. Research Policy, 36(10), 1545-1558.
Argyris, C. (1976). Single-loop and double-loop models in research on
decision making. Administrative Science Quarterly, 21, 363-377.
Arthurs, J.D., & Busenitz, L.W. (2006). Dynamic capabilities and venture
performance: the effects of venture capitalists. Journal of Business
Venturing, 21(2), 195-215.
Atuahene-Gima, K., & Murray, J. Y. (2007). Exploratory and exploitative
learning in new product development: a social capital perspective on
new technology ventures in China. Journal of International Marketing,
15(2), 1-29.
Avolio, B.J., & Gardner, W.L. (2005). Authentic leadership: Getting to the
root of positive forms of leadership. The Leadership Quarterly, 16(3),
315-338.
Bapuji, H., & Crossan, M. (2004). From questions to answers: reviewing
organizational learning research. Management learning, 35(4), 397-417.
Barney, J. B. (1991). Firm resources and sustained competitive advantage.
Journal of Management, 17(1), 99-120.
Barney, J. B., & Arikan, A.M. (2001). The resource-based view: origins and
implications. In M. A. Hitt, R. F. Freeman, & J. S. Harrison (Ed.),
Handbook of strategic management (pp. 124-188). Oxford: Blackwell
Publishers.
109

Baron, R. M., & Kenny, D. A. (1986). The moderator–mediator variable
distinction in social psychological research: Conceptual, strategic, and
statistical considerations. Journal of Personality and Social Psychology,
51(6), 1173-1182.
Barreto, I. (2010). Dynamic Capabilities: a review of past research and an
agenda for the future. Journal of Management, 36(1), 256-280.
Becerra, M., Lunnan, R., & Huemer, L. (2008). Trustworthiness, risks, and
the transfer of tacit and explicit knowledge between alliance partners.
Journal of Management Studies, 45(4), 691-713.
Bentler, P.M., & Chou, C.P. (1987). Practical issues in structural modeling.
Sociological Methods and Research, 16(1), 78-117.
Berthoin Antal, A., Lenhardt, U., & Rosenbrock, R. (2001). Barriers to
organizational learning. In M. Dierkes, A. Berthoin Antal, A. Child, & I.
Nonaka (Ed.), Handbook of Organizational Learning and Knowledge
(pp. 865-885). Oxford: Oxford University Press.
Boulding, W., Staelin, R., Ehret, M., & Johnston, W. J. (2005). A customer
relationship management roadmap: what is known, potential pitfalls,
and where to go. Journal of Marketing, 69(4), 155-166.
Bowman, C., & Ambrosini, V. (2003). How the resource-based and the
dynamic capabilities views of the firm inform competitive and corporate
level strategy. British Journal of Management, 14(4), 289-303.
Brodtrick, O. (1998). Organizational learning and innovation: tools for
revitalizing public services. International Review of Administrative
110

Sciences, 64(1), 83-96.
Burt, R.S. (1992). Structural holes: the social structure of competition.
Cambridge, MA: Harvard University Press.
Cangelosi, V.E., & Dill, W.R. (1965). Organizational learning: observations
towards a theory. Administrative Science Quarterly, 10, 175-203.
Clark, M.A., Amundson, S.D., & Cardy, R.L. (2002). Cross-functional team
decision-making and learning outcomes: a qualitative illustration.
Journal of Business and Management, 8(3), 217-236.
Cohen, W. M., & Levinthal, D. (1990). Absorptive capacity: a new
perspective on learning and innovation. Administrative Science
Quarterly, 35, 128-152.
Coleman, J. S. (1988). Social capital in the creation of human capital.
American Journal of Sociology, S95-S120.
Collis, D. J. (1994). Research note: how valuable are organizational
capabilities? Strategic Management Journal, 15(S1), 143-152.
Crossan, M. M., & Apaydin, M. (2010). A multi-dimensional framework of
organizational innovation: a systematic review of the literature. Journal
of Management Studies, 47 (6), 1154-1191.
Crossan, M. M., Lane, H. W., & White, R. E. (1999). An organizational
learning framework: from intuition to institution. Academy of
Management Review, 24(3), 522-537.
Crossan, M. M., Maurer, C. C., & White, R. E. (2011). Reflections on the
2009 AMR decade award: do we have a theory of organizational
111

learning? Academy of Management Review, 36(3), 446-460.
Cui, G., & Liu, Q. (2001). Emerging market segments in a transitional
economy: a study of urban consumers in China. Journal of International
Marketing, 9(1), 84-106.
Danneels, E. (2008). Organizational antecedents of second-order competences.
Strategic Management Journal, 29(5), 519-543.
D’Aveni, R. A. (1994). Hypercompetition: managing the dynamics of
strategic maneuvering. New York: Free Press.
Day, G. S. (1994). The capabilities of market-driven organizations. Journal of
Marketing, 58(4), 37-52.
Day, G. S. (2011). Closing the marketing capabilities gap. Journal of
Marketing, 75(4), 183-195.
Day, G. S., & Wensley, R. (1988). Assessing advantage: a framework for
diagnosing competitive superiority. Journal of Marketing, 52(2), 1-20.
Deshpandé, R., Farley, J. U., & Webster Jr, F. E. (1993). Corporate culture
customer orientation, and innovativeness in Japanese firms: A quadrad
analysis. Journal of Marketing, 57(1), 23-37.
Dhanaraj, C., Lyles, M. A., Steensma, H. K., & Tihanyi, L. (2004). Managing
tacit and explicit knowledge transfer in IJVs: the role of relational
embeddedness and the impact of performance. Journal of International
Business Studies, 35 (5), 428-442.
Drnevich, P. L., & Kriauciunas, A. P. (2011). Clarifying the conditions and
limits of the contributions of ordinary and dynamic capabilities to
112

relative firm performance. Strategic Management Journal, 32(3),
254-279.
Dröge, C., Claycomb, C., & Germain, R. (2003). Does knowledge mediate
the effect of context on performance? Some initial evidence. Decision
Sciences, 34(3), 541-568.
Dunphy, D., Turner, D., & Crawford, M. (1997). Organizational learning as
the creation of corporate competencies. Journal of Management
Development, 16(4), 232-244.
Dyer, J., & Singh, H. (1998). The relational view: cooperative strategy and
sources of interorganizational competitive advantage. Academy of
Management Review, 23(4), 660-679.
Easterby-Smith, M., & Lyles, M. A. (Eds.). (2005). Handbook of
Organizational Learning and Knowledge Management. Oxford:
Blackwell.
Easterby-Smith,

M.,

Lyles,

M.

A.,

&

Tsang,

E.

W.

(2008).

Inter-organizational knowledge transfer: Current themes and future
prospects. Journal of Management Studies, 45(4), 677-690.
Eisenhardt, K., & Martin, J. A. (2000). Dynamic capability: what are they?
Strategic Management Journal, 21(10-11), 1105-1121.
Eisenhardt, K., & Santos, F. (2002). Knowledge-based view: a new theory of
strategy? In A. Pettigrew, H. Thomas, & R. Whittington (Ed.),
Handbook of Strategy and Management (pp.139-164). Thousand Oaks,
CA: Sage.
113

Evangelista, F., & Hau, L. N. (2009). Organizational context and knowledge
acquisition in IJVs: an empirical study. Journal of World Business, 44(1),
63-73.
Fang, Y., Wade, M., Delios, A., & Beamish, P. W. (2007). International
diversification, subsidiary performance, and the mobility of knowledge
resources. Strategic Management Journal, 28(10), 1053-1064.
Finger, M., & Brand, S. B. (1999). The concept of the ‘learning organization’
applied to the transformation of the public sector: conceptual
contributions for theory development. In M. Easterby-Smith, J.
Burgoyne, & L. Araujo (Ed.), Developments in theory and practice (pp.
130-156). London: Sage.
Fiol, C. M., & Lyles, M. A. (1985). Organizational learning. Academy of
Management Review, 10(4), 803-813.
Fixson, S. K. (2005). Product architecture assessment: a tool to link product,
process, and supply chain design decisions. Journal of Operations
Management, 23(3), 345-369.
Flores, L. G., Zheng, W., Rau, D., & Thomas, C. H. (2012). Organizational
learning subprocess identification, construct validation, and an empirical
test of cultural antecedents. Journal of Management, 38(2), 640-667.
Fornell, C., & Larcker, D. F. (1981). Structural equation models with
unobservable variables and measurement error: algebra and statistics.
Journal of Marketing Research, 18(3), 382-388.
Fornell, C., Mithas, S., Morgeson III, F. V., & Krishnan, M. S. (2006).
114

Customer satisfaction and stock prices: High returns, low risk. Journal
of Marketing, 70(1), 3-14.
Frazier, G. L. (1999). Organizing and managing channels for distribution.
Journal of the Academy of Marketing Science, 27 (2), 226-240.
Frazier, G. L. (2009). Physical distribution and channel management: a
knowledge and capabilities perspective. Journal of Supply Chain
Management, 45(2), 23-36.
Fry, L. W. (2003). Towards a theory of spiritual leadership. The Leadership
Quarterly, 14(6), 693-727.
Galunic, D. C., & Eisenhardt, K. M. (2001). Architectural innovation and
modular corporate forms. Academy of Management Journal, 44(6),
1229-1250.
Gardner, W. L., Avolio, B. J., Luthans, F., May, D., & Walumba, F. (2005).
Can you see the real me? A self-based model of authentic leader and
follower development. The Leadership Quarterly, 16(3), 343-372.
Granovetter, M. (1973). The strength of weak ties. American Journal of
Sociology, 78, 1360-1380.
Grant, R. M. (1996). Prospering in dynamically-competitive environments:
organizational capability as knowledge integration. Organization
Science, 7(4), 375-387.
Griffin, A., & Page, A. L. (1996). PDMA success measurement project:
recommended measures for product development success and failure.
Journal of Product Innovation Management, 13(6), 478-496.
115

Griffith, D.A., Zeybek, A.Y., & O’Brien, M. (2001). Knowledge transfer as a
means for relationship development: a Kazakhstan-foreign international
joint venture illustration. Journal of International Marketing, 9(2), 1-15.
Griffith, D. A., Chandra, A., & Fealey, T. (2005). Strategically employing
natural channels in an emerging market. Thunderbird International
Business Review, 47(3), 287-311.
Griffith, D. A., Yalcinkaya, G., & Calantone, R. J. (2010). Do marketing
capabilities consistently mediate effects of firm intangible capital on
performance across institutional environments? Journal of World
Business, 45(3), 217-227.
Gu, F. F., Kim, N., Tse, D. K., & Wang, D. T. (2010). Managing distributors’
changing motivations over the course of a joint sales program. Journal of
Marketing, 74(5), 32-47.
Gupta, A. K., Smith, K. G., & Shalley, C. E. (2006). The interplay between
exploration and exploitation. Academy of Management Journal, 49 (4),
693- 706.
Hamel, G. (1991). Competition for competence and interpartner learning
within

international

strategic

alliances.

Strategic

Management

Journal,12(S1), 83-103.
Hamel, G., & Prahalad, C. K. (1996). Competing for the future. Boston, MA:
Harvard Business School Press.
Hansen, M. T. (1999). The search-transfer problem: the role of weak ties in
sharing knowledge across organization subunits. Administrative Science
116

Quarterly, 44(1), 82-111.
Hayes, A. F. (2009). Beyond Baron and Kenny: Statistical mediation analysis
in the new millennium. Communication Monographs, 76(4), 408-420.
Hayes, A. F., Preacher, K. J., & Myers, T. A. (2011). Mediation and the
estimation of indirect effects in political communication research.
Sourcebook for Political Communication Research: Methods, Measures,
and Analytical Techniques, 434-465.
Hayes, A. F. (2012). PROCESS: A versatile computational tool for observed
variable mediation, moderation, and conditional process modeling.
Manuscript submitted for publication.
Helfat, C. E. (1997). Know-how and asset complementarity and dynamic
capability accumulation: the case of R&D. Strategic Management
Journal, 18(5), 339-360.
Helfat, C. E., Finkelstein, S., Mitchell, W., Peteraf, M. A., Singh, H., Teece,
D. J., & Winter, S. G. (2007). Dynamic capabilities: understanding
strategic change in organizations. London: Blackwell.
Helfat, C. E., & Peteraf, M. A. (2003). The dynamic resource-based view:
capability life cycles. Strategic Management Journal, 24(10), 997-1010.
Hong, J., Chin, A. T. H., & Liu, B. (2007). Logistics service providers in
China: current status and future prospects. Asia Pacific Journal of
Marketing and Logistics, 19(2), 168-181.
Huber, G. P. (1991). Organizational learning: the contributing processes and
the literatures. Organization Science, 2(1), 88-115.
117

Hult, G. T. M., Ketchen, D. J., & Slater, S. F. (2004). Information processing,
knowledge development, and strategic supply chain performance.
Academy of Management Journal, 47(2), 241-253.
Hunt, S. D., & Morgan, R. M. (1995). The comparative advantage theory of
competition. Journal of Marketing, 59(2), 1-15.
Hyland, P. W., Soosay, C., & Sloan, T. R. (2003). Continuous improvement
and learning in the supply chain. International Journal of Physical
Distribution & Logistics Management, 33(4), 316-335.
Inkpen, A. C. (1996). Creating knowledge through collaboration. California
Management Review, 39(1), 123-140.
Inkpen, A. C. (2000). Learning through joint venture: a framework of
knowledge acquisition. Journal of Management Studies, 37(7),
1019-1044.
Inkpen, A. C., & Tsang, E. (2005). Social capital, networks, and knowledge
transfer. Academy of Management Review, 30(1), 146-165.
Inkpen, A. C., & Wang, P. (2006). The China-Singapore Suzhou Industrial
Park: A knowledge transfer network. Journal of Management Studies,
43(4), 779-811.
Jansen, J. J. P., Van Den Bosch, F. A. J., & Volberda, H. W. (2005). Managing
potential and realized absorptive capacity: how do organizational
antecedents matter? Academy of Management Journal, 48 (6),
999-1015.
Jansen, J. J. P., Van Den Bosch, F. A. J., & Volberda, H. W. (2006).
118

Exploratory innovation, exploitative innovation, and performance:
effects of organizational antecedents and environmental moderators.
Management Science, 52(11), 1661-1674.
Jansen, J. J. P., Vera, D., & Crossan, M. (2009). Strategic leadership for
exploration and exploitation: the moderating role of environmental
dynamism. The Leadership Quarterly, 20(1), 5-18.
Jaworski, B. J., & Kohli, A. K. (1993). Market orientation: antecedents and
consequences. Journal of Marketing, 57(3), 53-70.
Kale, P., & Anand, J. (2006). The decline of emerging economy joint
ventures: the case of India. California Management Review, 48(3),
62-76.
Kale, P., & Singh, H. (2007). Building firm capabilities through learning: the
role of the alliance learning process in alliance capability and firm-level
alliance success. Strategic Management Journal, 28(10), 981-1000.
Katz, R., & Allen, T. J. (1982). Investigating the not-invented-here
(NIH)-syndrome: a look at the performance, tenure, and communication
patterns of 50 R&D project groups. R&D Management, 12(1), 7-19.
Kiessling, T. S., Richey, R. G., Meng, J., & Dabic, M. (2009). Exploring
knowledge management to organizational performance outcomes in a
transitional economy. Journal of World Business, 44(4), 421-433.
Kim, L. (1998). Crisis construction and organizational learning: Capability
building in catching-up at Hyundai Motor. Organization science, 9(4),
506-521.
119

Ko, D. G., Kirsch, L. J., & King, W. R. (2005). Antecedents for knowledge
transfer from consultants to clients in enterprise system implementations.
MIS Quarterly, 29, 59-85.
Kogut, B. U., & Zander, U. (1992). Knowledge of the firm, combinative
capabilities, and the replication of technology. Organizational Science,
3(2), 383-397.
Krasnikov, A., & Jayachandran, S. (2008). The relative impact of marketing,
research-and-development,

and

operations

capabilities

on

firm

performance. Journal of Marketing, 72(4), 1-11.
Krishnan, R., Martin, X., & Noorderhaven, N. G. (2006). When does trust
matter to alliance performance? Academy of Management Journal, 49(5),
894-917.
Lane, P. J., & Lubatkin, M. (1998). Relative absorptive capacity and
interorganizational learning. Strategic Management Journal, 19(5),
461-477.
Lane, P. J., Koka, B. R., & Pathak, S. (2006). The reification of absorptive
capacity: a critical review and rejuvenation of the construct. Academy of
Management Review, 31(4), 833-863.
Lane, P. J., Salk, J. E., & Lyles, M. A. (2001). Absorptive capacity, learning,
and performance in international joint ventures. Strategic Management
Journal, 22(12), 1139-1161.
Lavie, D. (2006). Capability reconfiguration: an analysis of incumbent
responses to technological change. Academy of Management Review,
120

31(1), 153-174.
Lawrence, T. B., Mauws, M. K., Dyck, B., & Kleysen, R. F. (2005). The
politics of organizational learning: integrating power into the 4I
framework. Academy of Management Review, 30(1), 180-191.
Lee, J. Y., & MacMillan, I. C. (2008). Managerial knowledge-sharing in
chaebols and its impact on the performance of their foreign subsidiaries.
International Business Review, 17(5), 533-545.
Leonard-Barton, D. (1992). Core capabilities and core rigidities: a paradox in
managing new product development. Strategic Management Journal,
13(S1), 111-125.
Lepak, D. P., & Snell, S. A. (1999). The human resource architecture: Toward
a theory of human capital allocation and development. Academy of
Management Review, 24(1), 31-48.
Levinthal, D. A., & March, J. G. (1993). The myopia of learning. Strategic
Management Journal, 14(S2), 95-112.
Levitt, B., & March, J. G. (1988). Organizational learning. Annual Review of
Sociology, 14, 319-340.
Lewin, A. Y., & Volberda, H. W. (1999). Prolegomena on coevolution: a
framework for research on strategy and new organizational forms.
Organization Science, 10(5), 519-534.
Lewin, A. Y., Long, C. P., & Carroll, T. N. (1999). The coevolution of new
organizational forms. Organization Science, 10(5), 535-550.
Lewin, A. Y., Massini, S., & Peeters, C. (2011). Microfoundations of internal
121

and external absorptive capacity routines. Organization Science, 22(1),
81-98.
Lin, X. (2005). Local partner acquisition of managerial knowledge in
international joint ventures: focusing on foreign management control.
Management International Review, 45(2), 219-237.
López, S. P., Peón, J. M. M., & Ordás, C. J. V. (2005). Organizational
learning as a determining factor in business performance. Learning
Organization, 12(3), 227-245.
Luk, C., Yau, O. H., Sin, L. Y., Tse, A. C., Chow, R. P., & Lee, J. S. (2008).
The effects of social capital and organizational innovativeness in
different institutional contexts. Journal of International Business Studies,
39(4), 589-612.
Lumpkin, G. T. (2005). The role of organizational learning in the
opportunity- recognition process. Entrepreneurship Theory and Practice,
29(4), 451-472.
Luo, Y., & Peng, M. W. (1999). Learning to compete in a transitional economy:
experience, environment, and performance. Journal of International
Business Studies, 30(2), 269-296.
Luo, Y. (2003). Market-seeking MNEs in an emerging market: how parentsubsidiary links shape overseas success. Journal of International
Business Studies, 34(3), 290-309.
Luo, Y. (2005). Transactional characteristics, institutional environment and
joint venture contracts. Journal of International Business Studies, 36(2),
122

209-230.
Luo, Y. (2007). An integrated anti-opportunism system in international
exchange. Journal of International Business Studies, 38(6), 855-877.
Lyles, M. A. (1988). Learning among joint venture sophisticated firms.
Management International Review, 28(Special issue), 85-98.
Lyles, M. A., & Salk, J. E. (1996). Knowledge acquisition from foreign
parents in international joint venture: an empirical examination in the
Hungarian context. Journal of International Business Studies, 27(5),
877-904.
Mahnke, V., Pedersen, T., & Venzin, M. (2005). The impact of knowledge
management on MNC subsidiary performance: the role of absorptive
capacity. Management International Review, 45(2), 101-119.
Makino, S., & Beamish, P. W. (1998). Performance and survival of joint
ventures with non-conventional ownership structures. Journal of
International Business Studies, 29(4), 797-818.
Makadok, R. 2001. Toward a synthesis of the resource-based and dynamiccapability views of rent creation. Strategic Management Journal, 22(5),
387-401.
Mann,

P.,

Pritchard,

S.,

&

Rummery,

K.

(2004).

Supporting

interorganizational partnerships in the public sector: the role of joined
up action learning and research. Public Management Review, 6(3),
417-439.
March, J. G. (1991). Exploration and exploitation in organizational learning.
123

Organization Science, 2(1), 71-87.
McAlister, L., Srinivasan, R., & Kim, M. (2007). Advertising, research and
development, and systematic risk of the firm. Journal of Marketing,
71(1), 35-48.
Meier, M. (2011). Knowledge management in strategic alliances: a review of
empirical evidence. International Journal of Management Reviews,
13(1): 1-23.
Menguc, B., & Auh, S. (2006). Creating a firm-level dynamic capability
through capitalizing on market orientation and innovativeness. Academy
of Marketing Science, 34(1), 63-73.
Meyer, K. E. (2007). Contextualizing organizational learning: Lyles and Salk
in the context of their research. Journal of International Business
Studies, 38(1), 27-37.
Michailova, S., & Mustaffa, Z. (2012). Subsidiary knowledge flows in
multinational corporations: research accomplishments, gaps, and
opportunities. Journal of World Business, 47(3), 383-396.
Miner, A., & Mezias, S. (1996). Ugly duckling no more: pasts and futures of
organizational learning research. Organization Science, 7(1), 88-99.
Möller, K., & Anttila, M. (1987). Marketing capability-A key success factor
in small business? Journal of Marketing Management, 3(2), 185-203.
Monteiro, L. F., Arvidsson, N., & Birkinshaw, J. (2008). Knowledge flows
within multinational corporations: explaining subsidiary isolation and its
performance implications. Organization Science, 19(1), 90-107.
124

Moorman, C., & Miner, A. S. (1997). The impact of organizational memory
on new product performance and creativity. Journal of Marketing
Research, 34, 91- 106.
Morgan, R. M., & Hunt, S. D. (1994). The commitment-trust theory of
relationship marketing. Journal of Marketing, 58(3), 20-38.
Morgan, N. A., Zou, S., Vorhies, D. W., & Katsikeas, C. S. (2003).
Experiential and informational knowledge, architectural marketing
capabilities, and the adaptive performance of export ventures: A
cross-national study. Decision Sciences, 34(2), 287-321.
Morgan, N. A., Vorhies, D. W., & Mason, C. H. (2009). Market orientation,
marketing capabilities, and firm performance. Strategic Management
Journal, 30(8), 909-920.
Morgan, N. A. (2012). Marketing and business performance. Journal of the
Academy of Marketing Science. 40(1), 102-119.
Mowery, D. C., Oxley, J. E., & Silverman, B. S. (1996). Strategic alliances
and interfirm knowledge transfer. Strategic Management Journal,
17(S2), 77-91.
Murray, J. Y., Gao, G. Y., & Kotabe, M. (2011). Market orientation and
performance of export ventures: the process through marketing
capabilities and competitive advantages. Journal of the Academy of
Marketing Science, 39(2), 252-269.
Muthusamy, S. K., & White, M. A. (2005). Learning and knowledge transfer
in strategic alliances: a social exchange view. Organization Studies,
125

26(3), 415-441.
Nevins, J. L., & Money, R. B. (2008). Performance implications of
distributor effectiveness, trust, and culture in import channels of
distribution. Industrial Marketing Management, 37(1), 46-58.
Newbert, S. L. (2007). Empirical research on the resource-based view of the
firm: an assessment and suggestions for future research. Strategic
Management Journal, 28(2), 121-146.
Nicolini, D., Powell, J., Conville, P., & Martinez-Solano, L. (2007).
Managing knowledge in the healthcare sector: a review. International
Journal of Management Reviews, 10(3), 245-263.
Nielsen, B. B. (2005). The role of knowledge embeddedness in the creation of
synergies in strategic alliances. Journal of Business Research, 58(9),
1194-1204.
Nielsen, B. B., & Nielsen, S. (2009). Learning and innovation in international
strategic alliances: an empirical test of the role of trust and tacitness.
Journal of Management Studies, 46(6), 1031-1056.
Nonaka, I. (1994). A dynamic theory of organizational knowledge creation.
Organizational Science, 5(1), 14-37.
Nonaka, I., & Takeuchi, H. (1995). The knowledge-creating company. Oxford:
Oxford University Press.
Ozsomer, A., & Gencturk, E. (2003). A resource-based model of marketing
learning in the subsidiary: the capabilities of exploration and
exploitation. Journal of International Marketing, 11(3), 1-29.
126

Pablo, A. L., Reay, T., Dewald, J. R., & Casebeer, A. L. (2007). Identify,
enabling and managing dynamic capabilities in the public sector.
Journal of Management Studies, 44(5), 687-708.
Pak, Y. S., & Park, Y. (2004). A framework of knowledge transfer in
cross-border joint ventures: an empirical test of the Korean context.
Management International Review, 44(4), 417-434.
Phene, A., & Almeida, P. (2008). Innovation in multinational subsidiaries: the
role of knowledge assimilation and subsidiary capabilities. Journal of
International Business Studies, 39(5), 901-919.
Phillips, L. W. (1981). Assessing measurement error in key informant reports:
a methodological not on organizational analysis in marketing. Journal of
Marketing Research, 18 (November), 395-415.
Piercy, N. F. (1987). The Marketing Budgeting Process: Marketing
Management Implications. Journal of Marketing, 51(4), 45-59.
Podsakoff, P. M., MacKenzie, S. B., Podsakoff, N. P., & Lee, J. Y. (2003).
Common method biases in behavioral research: A critical review of the
literature and recommended remedies. Journal of Applied Psychology,
88(5), 879–903.
Polanyi, M. (1966). The tacit dimension. New York: Doubleday.
Powell, W. W., Koput, K. W., & Smith-Doerr, L. (1996). Interorganizational
collaboration and the locus of innovation: networks of learning in
biotechnology. Administrative Science Quarterly, 41: 116-145.
Preacher, K. J., & Hayes, A. F. (2008). Asymptotic and resampling strategies
127

for assessing and comparing indirect effects in multiple mediator models.
Behavior Research Methods, 40(3), 879-891.
Ramaswami, S. N., Srivastava, R. K., & Bhargava, M. (2009). Market-based
capabilities and financial performance of firms: insights into marketing’s
contribution to firm value. Journal of the Academy of Marketing Science,
37(2), 97-116.
Rashman, L., Withers, E., & Hartley, J. (2009). Organizational learning and
knowledge in public service organizations: a systematic review of the
literature. International Journal of Management Reviews, 11(4),
463-494.
Rashman, L., & Hartley, J. (2002). Leading and learning? Knowledge
transfer in the Beacon Council Scheme. Public Administration, 80(3),
523-542.
Reagans, R., & McEvily, B. (2003). Network structure and knowledge
transfer: the effects of cohesion and range. Administrative Science
Quarterly, 48(2), 240-267.
Reed, R., & DeFillippi, R. J. (1990). Causal ambiguity, barriers to imitation,
and sustainable competitive advantages. Academy of Management
Review, 15(1), 88-102.
Richter, F. J., & Vettel, K. (1995). Successful joint ventures in Japan:
transferring knowledge through organizational learning. Long Range
Planning, 28(3), 37- 45.
Rothaermel. F. T., & Hess, A. M. (2007). Building dynamic capabilities:
128

innovation driven by individual-, firm-, and network-level effects.
Organization Science, 18(6), 898-921.
Rust, R. T., Zeithaml, V. A., & Lemon, K. N. (2000). Driving customer equity:
how customer lifetime value is reshaping corporate strategy. New York:
Free Press.
Saban, K., Lanasa, J., Lackman, C., & Peace, G. (2000). Organizational
learning: a critical component to new product development. Journal of
Product & Brand Management, 9(2), 99-119.
Salvato, C. (2003). The role of micro-strategies in the engineering of firm
evolution. Journal of Management Studies, 40(1), 83-108.
Santos-Vijande, M. L., López-Sánchez, J. Á., & Trespalacios, J. A. (2012).
How organizational learning affects a firm's flexibility, competitive
strategy, and performance. Journal of Business Research, 65(8),
1079-1089.
Schmid, S., & Schurig, A. (2003). The development of critical capabilities in
foreign subsidiaries: disentangling the role of the subsidiary’s business
networks. International Business Review, 12(6), 755-782.
Senge, P. M. (1990). The fifth discipline. New York: Doubleday.
Shenkar, O., & Li, J. (1999). Knowledge search in international cooperative
ventures. Organization Science, 10(2), 134-143.
Sherriff, T. K. L. (1998). Structural changes in China’s distribution system.
International Journal of Physical Distribution & Logistics Management,
28(1), 44-67.
129

Simonin, B. L. (1999). Transfer of marketing know-how in international
strategic alliances: an empirical investigation of the role and antecedents
of knowledge ambiguity. Journal of International Business Studies, 30(3),
463-490.
Simonin, B. L. (2004). An empirical investigation of the process of
knowledge transfer in international strategic alliances. Journal of
International Business Studies, 35(5), 407-427.
Slater, S. F., Olson, E. M., & Hult, G. T. M. (2006). The moderating influence
of strategic orientation on the strategy formation capability-performance
relationship. Strategic Management Journal, 27(12), 1221-1231.
Song, M., Droge, C., Hanvanich, S., & Calantone, R. (2005). Marketing and
technology resource complementarity: an analysis of their interaction
effect in two environment contexts. Strategic Management Journal,
26(3), 259-276.
Srivastava, R. K., Shervani, T., & Fahey, L. (1998). Market-based assets and
shareholder value: a framework for analysis. Journal of Marketing, 62,
2-18.
Srivastava, R. K., Shervani, T. A., & Fahey, L.(1999). Marketing, business
processes, and shareholder value: an organizationally embedded view of
marketing activities and the discipline of marketing. Journal of
Marketing, 63(4), 168-179.
Srivastava, R. K., Fahey, L., & Christensen, H. K. (2001). The
resource-based view and marketing: the role of market-based assets in
130

gaining competitive advantage. Journal of Management, 27(6), 777-802.
Steensma, H. K., & Lyles, M. A. (2000). Explaining IJV survival in a
transitional economy through social exchange and knowledge-based
perspective. Strategic Management Journal, 21(8), 831-851.
Steensma, H. K., Tihanyi, L., Lyles, M. A., & Dhanaraj, C. (2005). The
evolving value of foreign partnerships in transitioning economies.
Academy of Management Journal, 48(2), 213-235.
Storck, J., & Hill, P. A. (2000). Knowledge diffusion through strategic
communities. Sloan Management Review, 41(2), 63-74.
Subramaniam, M., & Venkatraman, N. (2001). Determinants of transnational
new product development capability: testing the influence of
transferring and deploying tacit overseas knowledge. Strategic
Management Journal, 22(4), 359-378.
Sun, P. Y. T., Scott, J. L., & McKie, D. (2005). Reframing and engaging with
organizational learning constraints. In A. Rahim, & R.T. Golembiewski
(Ed.), Current Topics in Management (pp.51-75). New Jersey:
Transaction Publishers.
Szulanski, G. (1996). Exploring internal stickiness: impediments to the
transfer of best practice within the firm. Strategic Management Journal,
17(S2), 27-44.
Tanriverdi, H., & Venkatraman, N. (2005). Knowledge relatedness and the
performance of multibusiness firms. Strategic Management Journal,
26(2), 97-119.
131

Teece, D. J., Pisano, G., & Shuen, A. (1997). Dynamic capabilities and
strategic management. Strategic Management Journal, 18(7), 509-533.
Teece,

(2007).

Explicating

dynamic

capabilities:

the

nature

and

microfoundations of (sustainable) enterprise performance. Strategic
Management Journal, 28(13), 1319-1350.
Teece, (2012). Dynamic capabilities: routines versus entrepreneurial action.
Journal of Management Studies, 49(8), 1395-1401.
Thompson, M. (2007). Innovation in work practices: a practice perspective.
International Journal of Human Resource Management, 18(7),
1298-1317.
Todorova, G., & Durisin, B. (2007). Absorptive capacity: valuing a
reconceptualization. Academy of Management Review, 32(3), 774-786.
Tsai, W. (2001). Knowledge transfer in intraorganizational networks: effects
of network position and absorptive capacity on business unit innovation
and performance. Academy of Management Journal, 44(5), 996-1004.
Tsang, E. W. K. (2001). Managerial learning in foreign-invested enterprises
of China. Management International Review, 41, 29-51.
Tsang, E. W. K. (2002). Acquiring knowledge by foreign partners for
international joint ventures in a transition economy: learning-by-doing
and learning myopia. Strategic Management Journal, 23(9), 835-854.
Tsang, E. W. K., Nguyen, D. T., & Erramilli, M. K. (2004). Knowledge
acquisition and performance of international joint ventures in the
transition economy of Vietnam. Journal of International Marketing,
132

12(2), 82-103.
Uhlenbruck, K. (2004). Developing acquired foreign subsidiaries: the
experience of MNEs in transition economies. Journal of International
Business Studies, 35(2), 109-123.
Van den Bosch, F. A. J., Volberda, H. W., & De Boer, M. (1999). Coevolution
of firm absorptive capacity and knowledge environment: organizational
forms and combinative capabilities. Organization Science, 10(5),
551-568.
Van Wijk, R., Jansen, J. J. P., & Lyles, M. A. (2008). Inter- and
intra-organizational knowledge transfer: a meta-analytic review and
assessment

of

its

antecedents

and

consequences.

Journal

of

Management Studies, 45(4), 830-853.
Vassalou, L. (2001). The learning organization in health-care services: theory
and practice. Journal of European Industrial Training, 25(7), 354-365.
Vera, D., & Crossan, M. M. (2004). Strategic leadership and organizational
learning. Academy of Management Review, 29(2), 222-240.
Vera, D., Crossan, M., & Apaydin, M. (2011). A framework for integrating
organizational learning, knowledge, capabilities, and absorptive capacity.
In M. Easterby-Smith & M.A. Lyles (Ed.), Handbook of organizational
learning and knowledge management (pp. 153-180). New York: John
Wiley & Sons.
Volberda, H. W., Foss, N. J., & Lyles, M. A. (2010). Absorbing the concept of
absorptive capacity: how to realize its potential in the organization field.
133

Organization Science, 21(4), 931-951.
Vorhies, D. W., & Morgan, N. A. (2003). A configuration theory assessment
of marketing organization fit with business strategy and its relationship
with marketing performance. Journal of Marketing, 67(1), 100-115.
Vorhies, D. W., & Morgan, N. A. (2005). Benchmarking marketing
capabilities for sustainable competitive advantage. Journal of Marketing,
69(1), 80-94.
Vorhies, D. W., Morgan, R. E., & Autry, C. W. (2009). Product-market
strategy and the marketing capabilities of the firm: impact on market
effectiveness and cash flow performance. Strategic Management Journal,
30(12), 1310-1334.
Vorhies, D. W., Orr, L. M., & Bush, V. D. (2011). Improving customer-focused
marketing capabilities and firm financial performance via marketing
exploration and exploitation. Journal of the Academy of Marketing
Science, 39(5), 736-756.
Wang, C. L., & Ahmed, P. K. (2007). Dynamic capabilities: a review and
research agenda. International Journal of Management Reviews, 9(1),
31-51.
Weick, K. E. (1998). Improvisation as a mindset for organizational analysis,
Organizational Science, 9(5), 543-555.
Weitz, B. A., & Jap, S. (1995). Relationship marketing and distribution
channels. Journal of the Academy of Marketing Science, 23(4), 305-320.
Wernerfelt, B. (1984). A resource-based view of the firm. Strategic
134

Management Journal, 5(2), 171-180.
Williams, L. J., Cote, J., &Buckley, M. R. (1989). Lack of method variance
in self-reported affect and perceptions at work: reality or artifact?
Journal of Applied Psychology, 74(2), 462-468.
Winter, S. G. (2003). Understanding dynamic capabilities. Strategic
Management Journal, 24(10), 991-995.
Wu, F., & Cavusgil, S. T. (2006). Organizational learning, commitment, and
joint value creation in interfirm relationships. Journal of Business
Research, 59(1), 81-89.
Wu, Z., & Luo, Y. (2008). Performance implications of capability
exploitation and upgrading in international joint ventures. Management
International Review, 48 (2), 227-253.
Yan, A., & Gray, B. (1994). Bargaining power, management control, and
performance in United States–China joint ventures: a comparative case
study. Academy of Management Journal, 37(6), 1478-1517.
Zahra,S.A., & George, G. (2002). Absorptive capacity: a review,
reconceptualization, and extension. Academy of Management Review,
27(2), 185-203.
Zahra, S. A., Sapienza, H. J., & Davidsson, P. (2006). Entrepreneurship and
dynamic capabilities: a review, model and research agenda. Journal of
Management Studies, 43(4), 917-955.
Zander, U., & Kogut, B. (1995). Knowledge and the speed of the transfer and
imitation of organizational capabilities: an empirical test. Organization
135

Science, 6(1), 76-92.
Zhang, Y., Li, H., Hitt, M. A., & Cui, G. (2007). R&D intensity and
international joint venture performance in an emerging market:
moderating effects of market focus and ownership structure. Journal of
International Business Studies, 38(6), 944-960.
Zhao, X., Lynch, J. G., & Chen, Q. (2010). Reconsidering Baron and Kenny:
Myths and truths about mediation analysis. Journal of Consumer
Research, 37(2), 197-206.
Zhou, K. Z., & Wu, F. (2010). Technological capability, strategic flexibility,
and product innovation. Strategic Management Journal, 31(5), 547-561.
Zollo, M., & Winter, S. G. (2002). Deliberate learning and the evolution of
dynamic capabilities. Organization Science, 13(3), 339-351.
Zott, C. (2003). Dynamic capabilities and the emergence of intraindustry
differential firm performance: insights form a simulation study.
Strategic Management Journal, 24(2), 97-125.
Zou, S., Fang, E., & Zhao, S. (2003). The effect of export marketing
capabilities on export performance: an investigation of Chinese exporters.
Journal of International Marketing, 11(4), 32-55.

136

Appendix: Samples of Questionnaire

Questionnaire for Knowledge Absorption and Utilization within International
Joint Ventures in China
Hello! We are researchers from Hong Kong Baptist University. We are conducting a
research about the knowledge absorptive capacity of international joint ventures
(hereafter IJVs) and IJV performance in China. Please spend a few minutes
(approximate 15-20 minutes) to complete the following questionnaire and feel free
to express your views and opinions. All questionnaires will be treated with complete
confidentiality and summative information will be reported in academic journals.
Thank you indeed!
Ⅰ IJV Basic Information:
1. The establishment year of your joint venture is
2. The total number of employees in your joint venture last year is
3. The location of your joint venture (Province)
(City)
4. The origin of the foreign parent firm of your joint venture is
5. The ownership percentage of your joint venture by the foreign parent firm is
6. The major industry of your joint venture is
7. Please circle the ratio of the value of your joint venture’s export sales relative
to its total sales in the past three years: (1)0% (2) 1%-10%
(3)11%-20%
(4)21%-30%
(5)31%-40% (6)41%-50% (7)>50%
8. Please circle the ratio of the value of your joint venture’s research &
development investment relative to its total sales in the past three years: (1)0%
(2) 1%-5%
(3)6%-10%
(4)11%-15%
(5) >15%
9. Please circle your joint venture’s average percentage of total revenue increase in
the past three years: (1)0%
(2) 1%-10%
(3)11%-20%
(4)21%-30%
(5)31%-40%
(6)41%-50% (7)>50%
10. Please circle your joint venture’s average percentage of total profit increase in
the past three years: (1)0%
(2) 1%-10%
(3)11%-20%
(4)21%-30%
(5)31%-40%
(6)41%-50% (7)>50%

Please circle the response that indicates how knowledgeable of you on the following
aspects and processes of knowledge management within your joint venture: 1= not
familiar; 7= very familiar.
Familiarity on IJV’s Knowledge Management Not Familiar
Very Familiar
Processes
11. The process of acquiring the externally- 1
2 3 4 5 6 7
transferred knowledge within the joint
venture
12. The process of absorbing the externally- 1
2 3 4 5 6 7
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transferred knowledge within the joint
venture
13. The process of utilizing the externally- 1
transferred knowledge within the joint
venture

2

3

4

5

6

7

Ⅱ Absorptive Capacity Items
Please circle the response that best describes the extent to which you would agree
with the following statements as true of your joint venture’s absorptive capacity: 1=
strongly disagree; 7= strongly agree.
Recognition

Strongly Disagree

14. Our joint venture frequently scans the
environment for new knowledge.
15. Our joint venture thoroughly observes
knowledge trends.
16. Our joint venture observes in detail external
sources of new knowledge.
17. Our joint venture thoroughly collects industry
information.
18. Our joint venture has information on the
state-of-the-art of external knowledge.
Assimilation

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

19. When recognizing a business opportunity, our
joint venture can quickly rely on our existing
knowledge.
20. Our joint venture is proficient in reactivating
existing knowledge for new uses.
21. Our joint venture quickly analyzes and
interprets changing market demands for our
knowledge.
22. New opportunities to serve our customers
with existing knowledge are quickly
understood.
Application

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

23. Our joint venture regularly applies knowledge
in new products.
24. Our joint venture constantly considers how to
better exploit knowledge.
25. Our joint venture easily implements
knowledge in new products.

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7
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Strongly Agree

Strongly Disagree

Strongly Agree

Strongly Disagree

Strongly Agree

Ⅲ Distribution Capability Items
Please circle the response that best describe the extent to which you believe your
joint venture performs the specific activities or possesses the distribution capability
relative to your major competitors: 1=much worse than your major competitors;
7=much better than your major competitors.
Distribution Capabilities
26. Strength of relationships with distributors
27. Attracting and retaining the best distributors
28. Adding value to our distributors businesses
29. Providing high levels of service support to
distributors

Much Worse

1
1
1
1

2
2
2
2

Much Better

3
3
3
3

4
4
4
4

5
5
5
5

6
6
6
6

7
7
7
7

ⅣEnvironmental Factors Items
Please circle the response that best describes the extent to which you would agree
with the following statements as true of the business environment in the Primary
Markets Your Joint Venture Currently Serves: 1= strongly disagree; 7= strongly
agree.
Market Turbulence
30. In our kind of business, customer’s product
preferences change quite a bit over time.
31. Our customers tend to look for new product all
the time.
32. Our joint venture is witnessing demand for our
products and services from customers who
never bought them before.
33. New customers tend to have product-related
needs that are different from those of our
existing customers.

Strongly Disagree

Strongly Agree

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

ⅤKnowledge Transfer Items
Please circle the response that best describes the extent to which your joint venture
has transferred knowledge from your foreign parent in the following areas: 1=very
little; 7=very much
Knowledge Transfer
34.
35.
36.
37.
38.

Very Little

Technological expertise
Marketing expertise
Product development
Managerial techniques
Production processes

1
1
1
1
1
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2
2
2
2
2

Very Much

3
3
3
3
3

4
4
4
4
4

5
5
5
5
5

6
6
6
6
6

7
7
7
7
7

Ⅵ IJV Performance Items
Please circle the response that best describes the extent to which you would evaluate
your joint venture relative to your major competitors during the past three years in
the following areas: 1=much worse than your major competitors; 7=much better
than your major competitors.
IJV’s Financial and Market Performance
39. Overall profit levels achieved
40. Profit margins achieved
41. Return on investment
42. Sales volume achieved
43. Market share achieved
44. Shareholder
satisfaction
with
financial
performance

Much Worse

1
1
1
1
1
1

2
2
2
2
2
2

3
3
3
3
3
3

Much Better

4
4
4
4
4
4

5
5
5
5
5
5

6
6
6
6
6
6

7
7
7
7
7
7

Ⅶ Informant Basic Information
45. Company position
46. How long have you worked in this industry
47. How long have you worked in this joint venture
48. How long have you worked in your current position in this joint venture
49. Please circle which parent firm you represent? Foreign parent / Local parent
50. Age
51. Nationality
52. Highest education level: (1)Primary/Secondary School (2)College/University
(3)Master/PhD
53. The contact number (City code + Number) (
)

Please check again whether you have answered all the listed questions.
We do appreciate your invaluable help!
-

END
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关于中外合资企业的知识吸收利用的调查问卷
您好！我们是香港浸会大学的研究员。本问卷旨在收集有关中外合资企业知识吸
收和利用的相关数据。答案无对错之分，所收集的数据将会被严格保密，不会公开涉
及特定公司的特定信息。总结性信息将会在学术论文中报告。本问卷用时大约 15-20
分钟。非常感谢您的合作！

第一部分、贵合资企业的基本信息
1.

贵合资企业创办时间

2.

贵合资企业员工人数

3.

贵合资企业所在的省份和城市

4.

贵合资企业的外方母公司

5.

外方母公司在贵合资企业中所有权的比重

6.

贵合资企业所属的主要行业

7.

请圈出过去三年贵合资企业的出口总额占贵合资企业总销量的比例是：(1)0%
(2) 1%-10%

（省份）

（城市）
（请注明国家）
（请注明）

(3)11%-20%

(4)21%-30%

(5)31%-40%

(6)41%-50%

(7)>50%
8.

请圈出过去三年贵合资企业的研发总支出占贵合资企业总销量的比例是：
(1)0%

9.

(2) 1%-5%

(3)6%-10%

(4)11%-15%

(5) >15%

请 圈 出 过 去 三 年 贵 合 资 企 业 总 收 入 的 平 均 增 长 率 是 ： (1)0%
(3)11%-20%

(4)21%-30%

(5)31%-40%

(6)41%-50%

(2) 1%-10%

(7)>50%

10. 请 圈 出 过 去 三 年 贵 合 资 企 业 总 利 润 的 平 均 增 长 率 是 ： (1)0%
(3)11%-20%

(4)21%-30%

(5)31%-40%

(6)41%-50%

(2) 1%-10%

(7)>50%

请评价您对贵合资企业知识管理过程的熟悉程度: 1= 非常不熟悉; 7= 非常熟悉。
有关合资企业知识管理过程的熟悉程度

非常不熟悉

11. 本合资企业引进外来知识的过程

1

2

3

4

5

6

7

12. 本合资企业吸收外来知识的过程

1

2

3

4

5

6

7

13. 本合资企业利用外来知识的过程

1

2

3

4

5

6

7

非常熟悉

第二部分、贵合资企业的知识吸收能力
下列内容描述了贵合资企业总体上的知识吸收能力，请圈出您认同下列描述的程度：
1=非常不同意；7=非常同意。
知识获取

非常不同意

14. 本合资企业经常为获取新知识而审视市场环境。

1

2

3

4

5

6

7

15. 本合资企业充分观察知识技术的发展趋势。

1

2

3

4

5

6

7

16. 本合资企业仔细观察企业外的新知识。

1

2

3

4

5

6

7

17. 本合资企业完整收集行业信息。

1

2

3

4

5

6

7

18. 本合资企业掌握外部先进知识的相关信息。

1

2

3

4

5

6

7
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非常同意

知识整合

非常不同意

19. 当发现商机时，本合资企业能够迅速依靠我们现有

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

非常同意

的知识。
20. 本合资企业擅长激活自身现有的知识以作新的用
途。
21. 本合资企业能迅速分析和解释针对我们知识的不
断变化的市场需求。
22. 本合资企业能迅速了解利用我们现有知识为客户
服务的新机遇。
知识利用

非常不同意

23. 本合资企业经常将知识应用于新产品。

1

2

3

4

5

6

7

24. 本合资企业经常思考如何更好地利用知识。

1

2

3

4

5

6

7

25. 本合资企业很容易地实施知识于新产品中。

1

2

3

4

5

6

7

非常同意

第三部分、贵合资企业分销能力
相对于主要竞争对手，请圈出最能描述贵合资企业所具备的市场分销能力的选项：1=
比主要竞争者差很多；7=比主要竞争者好很多。
分销能力

差很多

26. 善于和分销商建立联系

1

2

3

4

5

6

7

27. 吸引和保持与最佳分销商合作

1

2

3

4

5

6

7

28. 帮助本合资企业的分销商增值

1

2

3

4

5

6

7

29. 向分销商提供高水准服务和支持

1

2

3

4

5

6

7

好很多

第四部分、外部环境影响因素
下列内容描述了贵合资企业当前所服务的主要市场，请圈出您认同下列描述的程度：
1=非常不同意；7=非常同意。
市场波动

非常不同意

30. 在我们这类行业中，顾客对产品的偏好不断变化。

1

2

3

4

5

6

7

31. 我们的顾客总是在寻找新产品。

1

2

3

4

5

6

7

32. 我们有很多需求来自于从未购买过我们产品及服

1

2

3

4

5

6

7

1

2

3

4

5

6

7

非常同意

务的新顾客。
33. 新顾客对产品的相关需求往往有别于我们现有的
顾客。
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第五部分、贵合资企业的知识转移
请圈出最能描述贵合资企业从外方母公司转移下列知识的程度的选项：1=非常少；7=
非常多。
知识转移

非常少

34. 技术专长

1

2

3

4

5

6

7

35. 市场营销技能

1

2

3

4

5

6

7

36. 产品开发

1

2

3

4

5

6

7

37. 管理技巧

1

2

3

4

5

6

7

38. 生产流程

1

2

3

4

5

6

7

非常多

第六部分、贵合资企业业绩
下列内容描述了过去三年贵合资企业的财政和市场业绩。相对于主要竞争对手，请圈
出最能描述贵合资企业过去三年业绩水平的选项：1=比主要竞争者差很多；7=比主要
竞争者好很多。
合资企业财政和市场业绩

差很多

39. 整体利润水平

1

2

3

4

5

6

7

40. 利润率

1

2

3

4

5

6

7

41. 投资回报率

1

2

3

4

5

6

7

42. 销售量

1

2

3

4

5

6

7

43. 市场份额

1

2

3

4

5

6

7

44. 股东满意率（针对本合资企业的财务业绩）

1

2

3

4

5

6

7

好很多

第七部分、个人信息
45.

您目前的职位是：

46.

您在本行业工作多久？

47.

您在贵合资企业工作多久？

48.

您在现有职位工作多久？

49.

请圈出您所代表的母公司：

50.

您的年龄：

51.

您的国籍：

52.

请圈出您的教育程度：(1)小学/中学

53.

您的联系电话是 (区号 + 号码)

外方 / 中方

(2)专科/本科

(

(3)硕士/博士

)

请再次检查您是否回答了所有列明的问题。我们十分感谢您宝贵的支持！
-

结束
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