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ABSTRACT 
 

As part of their global growth strategy, multinational corporations headquartered in 

developed markets (DMs) are increasingly entering emerging markets (EMs) such as India and 

China by forming international marketing joint ventures (hereinafter referred to as “joint 

ventures”) with firms headquartered in EMs. However, about one half of these joint ventures are 

dissolved or terminated after four years of their formation. This dissertation, comprising of two 

essays, focuses on the determinants and consequences of dissolution of joint ventures formed 

between developed and emerging market firms. In essay 1, building on resource-advantage (R-

A) theory and real options view, and using a uniquely compiled multisource dataset on dissolved 

and continuing joint ventures in India during the time period 2001 to 2012, I investigate the 

determinants of joint venture dissolutions in EMs. I find that majority control by the DM firm 

increases the likelihood of dissolution. However, majority control by the DM firm in a joint 

venture with broader scope decreases the likelihood of dissolution. Moreover, joint ventures that 

have higher investments, and that are formed when the EM has higher economic growth have 

reduced likelihood of dissolution.  

 In essay 2, I examine the impact of joint venture dissolution announcements on 

shareholder value of the EM firms. Guided by the real options approach, the analysis of a 

uniquely compiled multisource dataset on joint venture dissolutions in India during 2001 to 2015 

shows that dissolution announcements create positive shareholder value for the EM firm. I also 

find positive value for the EM firm when the partner firms have equal control of the joint venture 

prior to dissolution. Furthermore, I find that EM firms experience negative value when they 

decide to acquire the joint venture after dissolution, but this relationship is positively moderated 

by the joint venture’s pre-dissolution financial performance and EM firm’s alliance experience.  
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CHAPTER 1 
 

INTRODUCTION 
 

Interorganizational alliances have attracted significant research attention in marketing 

(e.g., Day 1995; Kandemir, Yaprak, and Cavusgil 2006; Lambe, Spekman, and Hunt 2002; 

Swaminathan and Moorman 2009; Varadarajan and Cunningham 1995; Wittman, Hunt, and 

Arnett 2009). In the international context, a ubiquitous form of interorganizational alliance is 

international joint venture, a shared business entity with equity holdings by two firms located in 

different countries (Johnson and Tellis 2008). The most prevalent form of international joint 

venture is the international marketing joint venture (hereinafter referred to as “joint venture”) 

that helps alliance partners to derive competitive advantage by expanding access to both 

relational market-based assets (e.g., suppliers, distributors, retailers, end-customers) and 

intellectual market-based assets (e.g., market intelligence, competition, access to interest groups) 

in international markets (Bello, Katsikeas, and Robson 2010; Rindfliesch and Moorman 2001; 

Srivastava, Shervani, and Fahey 1998; Swaminathan and Moorman 2009). 

Many global organizations are increasingly using joint ventures as a growth strategy 

vehicle to enter international markets. The results of a KPMG survey (2014) suggest that over 

83% of the firms surveyed in the United States (U.S.) focus on international geographical 

expansion as a growth strategy with about 45% of the surveyed firms choosing joint venture as a 

preferred mode of geographic expansion. As a part of their geographical expansion strategies, 

growing numbers of firms from the developed markets (DMs) are rapidly entering emerging 

markets (EMs) such as China and India through joint ventures (Johnson and Tellis 2008; Sheth 

2011). EMs are countries that exhibit rapid economic development and liberalized economic 

policies that favor the adoption of a free-market system (Hoskisson et al. 2000).  
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A major reason for the growing interest in EMs is that EMs represent about 40% of the 

global economy and about 65% of the world’s population (Narasimhan, Srinivasan, and Sudhir 

2015). EMs should contribute about $30 trillion of world business by 2025 (McKinsey 2012). In 

fact, about 400 of the Fortune 500 companies are present in China, while about 220 operate in 

India (Johnson and Tellis 2008). 

Although EMs are very important for future global economy and many firms from DMs 

are rapidly expanding into EMs, the institutional context of EMs significantly differs from that of 

DMs and poses several challenges to DM firms (Burgess and Steenkamp 2006; Khanna and 

Palepu 1997). EMs are considered more challenging environments for managing joint ventures 

when compared to DMs (Beamish 1985). For example, firms entering India from other EMs such 

as China are more successful than firms entering from DMs because of the similarities in 

institutional contexts among EMs (Johnson and Tellis 2008). Sheth (2011) suggests that five key 

dimensions can explain the differences in EMs from DMs: (1) heterogeneity in the market; (2) 

unbranded competition; (3) sociopolitical governance; (4) scarcity of resources; and (5) poor 

infrastructure. From a joint venture perspective, some significant differences between EM and 

DM firms include (a) firms from DMs often have deeper pockets and are more resourceful when 

compared to the firms from EMs (Adarkar et al. 1997; Peng 1999); (b) DM firms usually have 

more global exposure, whereas, EM firms have more local market knowledge (Kale and Anand 

2002); (c) DM firms tend to have long-term view of the joint venture, while EM firms often have 

a more short-term view of the joint venture (Knowledge@Wharton 2013). 

DM firms are considering joint ventures in EMs very important for growth and expansion 

of their businesses. However, it is estimated that about half of these joint ventures get dissolved 

after 4 years of their formation (Cui 2013; Gupta and Wang 2013; Harrigan 1988). A joint 
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venture dissolution can be defined as a permanent dismembership of an existing joint venture 

relationship (Duck 1982). A joint venture dissolution can occur before, upon, or after the 

fulfillment of the purpose of the joint venture formation (Makino et al. 2007). Extant research on 

dissolutions provide some insights on the antecedents (e.g., inter-partner conflict, cultural 

differences, ownership structure, uncertainty in the environment, poor performance, achievement 

of the purpose of formation) and consequences (e.g., partner firm performance after the 

dissolution) of a joint venture dissolution. However, research in the area of dissolution of joint 

ventures is lagging in two ways. First, there are limited studies in the literature focusing on joint 

venture dissolutions (Cui 2013; Reuer 2000) because of the limited data availability on joint 

venture dissolutions when compared to joint venture formations (Cui 2013). The availability of 

data becomes more daunting when the research is in the context of joint venture dissolutions 

between DM and EM firms. Second, majority of the dissolution studies were done in the context 

of joint ventures between two DM firms (Cui 2013; Kumar 2005; Reuer 2000). However, given 

the increasing interest in joint venture formation between DM and EM firms, and related 

increase in these joint venture dissolutions, studying DM-EM joint venture dissolutions is timely.  

Burgess and Steenkamp (2006 p.338) argue that “EM institutional contexts present 

significant socioeconomic, demographic, cultural, and regulative departures from the 

assumptions of theories developed in the western world and challenge our conventional 

understanding of constructs and their relations.” Spekman (2015) suggests that the growth of 

EMs not only presents opportunities but also poses a number of challenges for marketers, and 

further understandings of the dynamics of relationships such as joint ventures in EMs are needed 

for organizations to deal with the challenges posed by EMs. Thus, my dissertation, comprising of 
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two essays, investigates the determinants and effects of joint venture dissolutions between DM 

and EM firms. A summary of my dissertation is presented in Figure 1. 

 

 

 

 

 

 

 

 

Figure 1 Summary of the Dissertation 

As shown in Figure 1, in essay 1, I investigate the determinants of joint venture 

dissolutions in EMs. In essay 2, I examine the impact of joint venture dissolution announcements 

on the shareholder value of EM firms. Specifically, I address the following research questions: 

(1) What is the impact of initial characteristics of the DM-EM joint venture and EM 

conditions on its dissolution likelihood? 

(2) What is the impact of the announcement of dissolution of a DM-EM joint venture on the 

shareholder value of the EM firm? 

(3) How do various antecedents, including dissolution-driving factors (e.g., reason for 

dissolution), post-dissolution factors (e.g., proposed post-dissolution structure), EM firm 

factors (e.g, EM firm alliance experience), and joint venture factors (e.g., equity 

distribution between the DM and the EM firms) impact the shareholder value of the EM 

firm after a DM-EM joint venture dissolution announcement? 

ESSAY 1 

Determinants 
Joint Venture Structural 

Characteristics 
Resource Characteristics 

EM Characteristics 
 

DM-EM Joint Venture 
Dissolution Likelihood 

 

DM-EM Joint Venture 
Dissolution  

 

 
Effects 

Shareholder Value of EM Firms 
 

ESSAY 2 
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My dissertation aims to make two important contributions. First, by investigating the 

determinants and effects of DM-EM joint venture dissolutions, this dissertation responds to the 

recent calls for research on EMs from eminent scholars in the field of marketing (Dekimpe 2009; 

Narasimhan, Srinivasan, and Sudhir 2015; Sheth 2011; Spekman 2015). The Marketing Science 

Institute (MSI) 2014-16 research priorities also emphasize the importance of understanding how 

EMs are different and how can firms develop marketing strategies for these growing markets. 

Second, although extant research on joint venture dissolutions between two DM firms offers 

some insights on the determinants and the effects of joint venture dissolutions in DMs, there is 

no research available on the determinants and effects of joint venture dissolutions in EMs. To the 

best of my knowledge, my dissertation essays are the first studies to investigate DM-EM joint 

venture dissolutions. This dissertation aims to advance the literature of interorganizational 

relationships in international marketing context, an important domain in marketing science 

(Burgess and Steenkamp 2006; Hunt 2010), and the findings of my essays provide significant 

insights to both DM and EM firms, which are already engaged in joint ventures or going to form 

joint ventures in the near future. A synopsis of my dissertation is presented in Table 1. 
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Table 1 Synopsis of the Dissertation 
 

 Essay 1 Essay 2 
Research 
Question 

What are the determinants of joint 
venture dissolutions in EMs? 

What are the effects of joint venture 
dissolution on EM firm’s 
shareholder value? 
 

Theoretical 
Foundations 

Resource-Advantage Theory and 
Real Options View 

Resource-Advantage Theory and 
Real Options View 
 

Dependent 
Variable 

Dissolution Likelihood Shareholder Value 
 

 
Independent 
Variables 
 

 
Investment, 
Scope, 
Relative control, 
Resource dissimilarity, 
EM Growth 
 

 
Reason for dissolution, 
Financial performance of the joint 
venture, 
Post dissolution structure, 
Alliance experience of the EM firm, 
Length of the relationship, 
Distribution of control 

 
Methodology 

 
Survival Analysis 

 
Event Study 
 

Data Dissolved and Continuing Joint 
Ventures 

Dissolved Joint Ventures 
 

Sample Size 114 (66 Dissolved and 48 
Continuing Joint Ventures) 

78 Dissolved Joint Ventures 
 
 

Data Time 
Period 

2001-2012 2001-2015 
 

 
Data Sources 

 
SDC Platinum, ISI Emerging 
Markets, Capitaline, Prowess, 
Annual Reports, Planning 
Commission of India, Government 
of India Department of Industry 
Policy and Promotion, and Popular 
Press 

 
SDC Platinum, ISI Emerging 
Markets, Capitaline, Annual 
Reports, and Popular Press 
 

 
Intended 
Contributions 

 
Joint venture formation strategy, 
Partner selection strategy 

 
Joint venture formation strategy, 
joint venture exit strategy, joint 
venture dissolution announcement 
strategy 
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CHAPTER II 

ESSAY 1: DETERMINANTS OF INTERNATIONAL MARKETING JOINT VENTURE 
DISSOLUTIONS IN AN EMERGING MARKET 

 

Introduction 

Multinational firms from DMs are rapidly expanding into EMs such as China and India. 

Many DM firms enter EMs through joint ventures with EM firms. However, it is estimated that 

about half of these joint ventures get dissolved after 4 years of their formation (Cui 2013). 

Existing studies suggest that 90% of the joint venture dissolutions occur due to the unanticipated 

events that emerge after the creation of the joint venture (Makino et al. 2007). joint venture 

dissolution causes disruptions to strategy and performance of partner firms (Cui 2013). For 

example, in 2010, Japanese firm Honda dissolved its joint venture with Hero MotoCorp (Hero), 

the largest two-wheeler manufacturer in India after 26 years of partnership. After dissolving the 

joint venture with Honda, Hero’s sales targets and operational plans have been affected. Hero’s 

exports accounted for only 3 percent of total sales, quite far from the planned 10 percent in 2016.  

After dissolving its 7 year joint venture relationship with Bharti Enterprises in India, 

Walmart incurred a loss of about $150 million. Since joint venture dissolutions can have 

detrimental effects on the firms that are engaged in DM-EM joint ventures, it is important for 

both DM and EM partner firms to understand the factors affecting these dissolutions, and thereby 

reduce the likelihood of and delay unintended dissolutions. Moreover, since firms from DMs 

have relatively long-term orientation towards joint ventures in EMs, it is important to understand 

the mechanisms by which joint ventures dissolve in EMs (Knowledge@Wharton 2013). 

Therefore, my first essay explores the determinants of DM-EM joint venture dissolutions. 

Specifically, my first essay addresses the following questions:  
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1. What is the impact of initial characteristics of the DM-EM joint venture on its 

dissolution likelihood? 

2. What is the impact of EM characteristics on DM-EM joint venture dissolution 

likelihood? 

  

Related Literature 

Antecedents of Joint Venture Dissolutions 

Existing studies on joint venture dissolution draw on resource based theory (Barney 

1991; Das and Teng 2000; Eisenhardt and Schoonhoven 1996; Hunt and Morgan 1995) and real 

options view (Kogut 1991; Kumar 2005) to explain joint venture dissolution. Extant research on 

joint venture dissolution has primarily focused on the various factors affecting dissolution 

including distribution of control, cultural distance, inter-partner conflict, change in strategic 

focus, financial performance of the joint venture, achievement of the objectives set at the 

beginning of the joint venture, uncertainty in the external environment, and country regulations. 

Killing (1982) suggests that the distribution of equity affects the joint venture decision making 

process and thus determines joint venture longevity. Existing research on distribution of equity 

and longevity of joint venture provides mixed findings about the relationship between 

distribution of equity control and longevity of joint venture. According to Killing (1982, 1983), 

joint ventures with greater control by one of the partners have less likelihood to dissolve when 

compared with joint ventures with lesser control. However, Beamish (1985) suggests that joint 

ventures with equal distribution of control have less likelihood to dissolve since equal 

distribution of control provides better coordination between the joint venture partners.  
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Joint ventures formed between culturally distant firms have a higher dissolution 

likelihood when compared to joint ventures formed between firms with similar cultural 

characteristics (Killing 1983; Makino and Beamish 1998; Li and Guisinger 1991; Park and 

Ungson 1997; Pennings et al. 1994). Yan and Zeng (1999) argue that inter-partner conflict is one 

of the major factors causing joint venture dissolution. Reuer (1998) suggests that joint venture 

dissolution occurs as a result of partner firms’ change in strategic focus. Once the objectives set 

at the beginning of the joint venture are achieved and the partner firms feel that they learnt 

enough about the market, the partner firms may decide to dissolve the joint venture (Kogut 

1991). Killing (1983) argues that financial performance of the joint venture may affect the 

longevity. In addition to the various internal factors, external factors such as uncertainty in the 

external environment (Kogut 1991) and country regulations (Kale and Anand 2002) may affect 

the longevity of the joint venture. 

Resource-Advantage Theory and Real Options View 

A joint venture is a form of relationship marketing (Hunt 1997; Hunt and Lambe 2000; 

Morgan and Hunt 1994) and resource-advantage (R-A) theory (Hunt 1997; Hunt and Morgan 

1995) can provide a theoretical foundation for joint venture formation and dissolution. Firms can 

gain competitive advantage in the marketplace through forming joint venture relationships with 

other firms because such relationships constitute “relational resources,” that may help them 

access basic and higher-order resources that competitors do not possess (Hunt and Lambe 2000). 

For example, joint ventures between DM and EM firms can provide (1) DM firms access to local 

resources that are possessed by EM firms (e.g., market knowledge, distribution channels, 

regulatory resources), and (2) EM firms access to technological resources and global brands of 

DM firms, that can further lead to superior financial performance for both firms through gaining 
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competitive advantage in the marketplace (Adarkar et al. 1997; Kale and Anand 2002; Lambe, 

Spekman, and Hunt 2002). 

R-A theory incorporates the real options view of joint ventures, which conceptualizes 

strategy “as a process of organizational resource-investment choices, or options” (Bowman and 

Hurry 1993, p.760).  The real options view suggests that joint ventures allow partner firms to 

pool resources and make investments to obtain growth options and expand into new and 

uncertain markets (Kumar 2005; Tong et al., 2008). The real options view explains the 

underlying reasons for joint venture dissolution and the effects of such events on partner firms’ 

value. One of the explanations for joint venture dissolution is the shared governance structure of 

the joint ventures. Since joint ventures are shared entities involving investments from two or 

more partners, the shared governance structure can create conflicts between partners, leading to 

joint venture dissolution (Kumar 2005; Varadarajan and Cunningham 1995). Another 

explanation for joint venture dissolution is based on the objectives of the joint venture. 

According to real options view, once the objectives set at the beginning of the venture are met 

and the partner firm learned enough about the market, the partner firm may take over the joint 

venture for further growth in the target market (Kogut 1991). Finally, joint venture dissolution 

can be caused by uncertainty in the market. Because firms have limited control over the sources 

of uncertainty in the market, partner firms tend to dissolve the joint venture to respond to 

uncertain events in the market (Kogut 1991). 
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Conceptual Framework and Related Hypotheses 

Conceptual Framework 

According to the real options view, DM firms invest in joint ventures to gain growth 

options and expand into EMs (Kogut 1991). Joint ventures allow DM firms to share investments 

and risks with EM firms at the time of entering EMs (Kumar 2005). The structural characteristics 

of the joint venture and specific features of the parent firms at the time of joint venture formation 

determine the subsequent dynamics of the joint venture relationship (Makino et al. 2007). In 

addition, specific market conditions of the EMs contribute to the dynamics of the DM-EM joint 

venture relationship after its formation. Initial purpose and scope of the joint venture can affect 

the control of joint venture that in turn determine the likelihood of joint venture dissolution 

(Kalaignanam, Shankar, and Varadarajan 2007; Makino et al. 2007). Moreover, since joint 

ventures are shared entities, the distribution of control may affect the coordination between 

partners (Beamish 1985), and thus impact the longevity of a joint venture (Blodgett 1992; 

Varadarajan and Cunningham 1995).  

R-A theory suggests that joint venture relationships help a firm access basic and higher-

order resources that other firms possess (Hunt and Lambe 2000). For example, in a joint venture 

between DM and EM firms, DM firms can access local resources that are possessed by EM firms 

(e.g., market knowledge, distribution channels, regulatory resources), and EM firms can access 

technological resources and global brands of DM firms (Adarkar et al. 1997; Kale and Anand 

2002; Lambe, Spekman, and Hunt 2002). Therefore, sharing dissimilar resources between DM 

and EM firms may create greater synergy and cooperation, leading to long-term joint venture 

relationships (Blodget 1991; Cui 2013; Wang and Zajac 2007).  Furthermore, the past alliance 

experience of a firm with the same partner (relational connectedness) can determine the 
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longevity of the joint venture (Cui 2013; Kalaignanam, Shankar, and Varadarajan 2007). Kogut 

(1991) suggests that external environmental factors such as market conditions can impact the 

longevity of a joint venture.  

Based on the discussion of theoretical foundation and conceptual reasoning, I posit that 

several characteristics at the formation stage (e.g., structural characteristics of the joint venture, 

resource characteristics) and EM market conditions (e.g., EM characteristics) determine the 

likelihood of dissolution of joint ventures formed between DM and EM firms. The conceptual 

framework is summarized in Figure 2. 
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 Figure 2 Conceptual Framework of Essay 1 
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Joint Venture Structural Characteristics  

Investment. Investment refers to the tangible and intangible investments made by the joint 

venture partners including building joint manufacturing facilities or developing efficient 

organizational processes (Anderson and Weitz 1992; Lambe, Spekman, and Hunt 2002). 

Investments affect the success and longevity of joint venture since they are unique to the joint 

venture (Lambe, Spekman, and Hunt 2002). Moreover, joint ventures that have higher 

investments are more rigid, therefore, are more difficult to be dissolved (Delios et al. 2004; Jap 

1999; Varadarajan and Cunningham 1995). Therefore, I hypothesize: 

H1: The dissolution likelihood will be lower for joint ventures with higher investment. 

 

Scope. Joint venture scope can be defined as the number of different functional areas (e.g., R&D, 

sales, distribution) in which the DM and EM partner firms agree to cooperate with regards to the 

joint venture relationship (Cui 2013; Kalaignanam, Shankar, and Varadarajan 2007). Joint 

ventures that have broader scope can generate more revenues for the partner firms when 

compared to those joint ventures with narrower scope (Kalaignanam, Shankar, and Varadarajan 

2007). However, joint ventures that have broader scope are complex structures to be managed, 

and, therefore, are more likely to be dissolved (Dyer and Singh 1998). Therefore, I hypothesize: 

H2: The dissolution likelihood will be higher for joint ventures with broader scope. 

Relative Control. Equity shares of the DM and EM partner firms represent the relative control 

(e.g., equal or unequal) among them, and the relative control of a partner firm can affect the 

performance and longevity of a joint venture (Killing 1982). Beamish (1985) suggests that equal 

control (both partners having equal equity share e.g., 50%-50%) can positively affect the 

performance and longevity of a joint venture when compared to dominant control by one of the 
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partners (e.g., 74-26%) since equal control between the partner firms facilitates superior 

coordination. Therefore, dominant control by one of the partners may increase the likelihood of 

joint venture dissolution. Moreover, if the joint venture has a broader scope, it will strengthen the 

relationship between dominant control by a partner firm and the dissolution likelihood due to the 

increased complexities of joint venture organization. Thus, I hypothesize: 

H3a: The dissolution likelihood will be higher for joint ventures with dominant control by 
either EM or DM firm. 

H3b: The relationship between relative control and joint venture dissolution likelihood is 
stronger for joint ventures with broader scope. 

Resource Characteristics 

Resource Dissimilarity. Resource dissimilarity refers to the degree of distance between the 

partners in terms of their resources (Wang and Zajac 2007; Young et al. 2000). Similar partner 

resources may create redundancy whereas dissimilar partner resources create synergy, which will 

support continuity of the joint venture (Cui 2013). DM and EM firms benefit from joint venture 

partnerships when they share different resources than similar resources (Cui 2013; Dyer and 

Singh 1998). Dussauge, Garrette, and Mitchell (2000) suggest that resource redundancy may 

lead to an increase in dissolution likelihood of alliances. However, sharing dissimilar resources 

(e.g., technological resources of DM firm and local market knowledge of EM firm) can help both 

DM and EM firms create synergies between them that may affect the longevity of the joint 

venture (Sampson 2007). Thus, I expect that resource dissimilarity between DM and EM firms 

decreases dissolution likelihood of DM-EM joint venture. Therefore, I hypothesize: 

H4: The dissolution likelihood will be lower for joint ventures with higher resource 
dissimilarity between DM and EM firms.  
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EM Characteristics 

EM Growth. EM growth refers to the GDP growth rate of the EM during the time of joint 

venture formation. The economic growth of the EM can affect the performance and longevity of 

the joint venture since better economic growth leads to higher market potential for joint ventures 

operating in EMs (Kogut 1991). Joint ventures formed when the EM has higher economic 

growth at the time of formation will eventually have better performance and stability. Therefore, 

I hypothesize: 

H5: The dissolution likelihood will be lower for joint ventures formed in EMs with higher 
economic growth at the time of joint venture formation. 

 

Method 

Data 

A major reason for the limited availability of research on joint venture dissolutions is that 

there are only a few data sources available to obtain information about joint venture dissolutions 

when compared to joint venture formations (Cui 2013). In an EM context, it is even more 

challenging to obtain data about joint venture dissolutions (Burgess and Steenkamp 2006). Given 

the lack of specific data sources that provide information about joint venture dissolutions in 

EMs, the data collection process has been quite challenging. I have compiled a unique dataset of 

joint venture dissolutions in India during the years 2001 to 2012 through extensive search of 

dissolution announcements in databases such as SDC Platinum, ISI Emerging Markets, Prowess 

database, Capitaline database, annual reports, and popular press. I have used various keywords to 

search the joint venture dissolution announcements in India (e.g., joint venture dissolve, joint 

venture terminate, joint venture exit). In addition, I have collected data on the continuing joint 

ventures in India using SDC Platinum database.  
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  I chose a sample from India since India is one of the fastest growing EMs and it 

represents other EMs in the world (Banerjee, Prabhu, and Chandy 2015). I considered joint 

ventures that involved partners’ collaboration in one or more marketing activities (e.g., new 

product development, distribution, selling, and or promotion) but may extend to other activities 

such as manufacturing (Bello, Katsikeas, and Robson 2010; Swaminathan and Moorman 2009).  

The final sample consists of one hundred and fourteen joint ventures out of which sixty-

six joint ventures are dissolved. The sample size is consistent with existing research studies that 

focused on joint venture dissolutions in DMs (e.g., Cui 2013). The final sample is represented by 

eighteen industries. I acknowledge that there is a possible selection bias given the limitations of 

the data. However, the necessary data requirements and limited availability of data on joint 

venture dissolutions in EMs dictate this limitation.  

Measure of Dependent Variable 

The dependent variable for this essay is likelihood of joint venture dissolution. Consistent 

with previous researchers in marketing, I use survival analysis to measure the likelihood of joint 

venture dissolution (Cui 2013). According to survival analysis, the likelihood of joint venture 

dissolution is defined as the conditional probability of the dissolution occurring at time t given 

no occurrence until time t-1 (Allison 1995; Cui 2013). The likelihood of joint venture dissolution 

is measured as follows: 

 

 

In Equation 1, 𝑡𝑡 denotes time and 𝑇𝑇 represents time to dissolve. The numerator is the 

conditional probability that the joint venture dissolution occurs in some interval between 𝑡𝑡 and 

𝑡𝑡 + 𝛥𝛥𝑡𝑡 and the denominator is the width of the interval.  

(1) ℎ𝑇𝑇(𝑡𝑡) = lim
        𝛥𝛥𝛥𝛥→0

𝑃𝑃(𝑡𝑡 ≤ 𝑇𝑇 < 𝑡𝑡 + 𝛥𝛥𝑡𝑡|𝑇𝑇 ≥ 𝑡𝑡)
𝛥𝛥𝑡𝑡
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Measures of Independent Variables 

Investment. Joint ventures involving manufacturing activities typically have higher investments. 

Therefore, I measure investment (INV) by a dummy variable, INV = 1 if the joint venture 

involves manufacturing activities, and 0 if the joint venture does not involve manufacturing 

activities. 

Scope. Consistent with previous research (Kalaignanam, Shankar, and Varadarajan 2007), I 

operationalize joint venture’s scope (SCOPE) as the number of different functional areas (e.g., 

new product development, distribution, customer service) in which the partners agree to 

cooperate. 

Relative Control. I operationalize relative control (CONTROL) as the ratio of the equity shares 

of the DM firm to the equity shares of the EM firm.   

Resource Dissimilarity. Consistent with Cui (2013) and Goerzen and Beamish (2005), I 

operationalize resource dissimilarity (RDISS) as the distance between the primary SIC codes of 

DM and EM firms. According to Wang and Zajac (2007), partners from the same industry tend 

to have similar tangible and intangible resources when compared to partners from different 

industries. Therefore, comparing SIC codes provides a reasonable indication of resource 

(dis)similarity (Cui 2013). Since EM firms use a different industry classification system, I match 

the industry of operation of DM firms with the SIC codes available for EM firm industries.  

EM Growth. I operationalize EM Growth (EMGR) as GDP growth rate of EM during the time of 

joint venture formation. 
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Measures of Control Variables 

To control for firm-specific and EM-specific heterogeneity, I control for joint venture 

industry, EM FDI activity, and country of origin of the DM firm. 

Industry Concentration. I operationalize industry concentration (CONC) as the industry 

concentration of the industry in which the joint venture is operating in. I use Herfindahl index 

(Acar and Sankaran 1999) to measure industry concentration as shown below: 

(2) CONC =  𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻ℎ𝑙𝑙 𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝑖𝑖 = ∑ 𝑠𝑠𝑁𝑁
𝐻𝐻=1 ij 2 

Where Sij is the ratio of the sales of firm i to the total sales of industry j. 

EM FDI Activity. I operationalize EM FDI activity (FDIINFLOW) as the amount of FDI inflow 

in EM during the time of joint venture formation.  

Country of Origin of the DM Firm. I measure country of origin of the DM firm (COUNTRY) by 

country dummies. 

Table 2 presents the variables, their operationalization, and data sources. The descriptive 

statistics and the correlations appear in Table 3. As illustrated in Table 3, the correlations among 

the variables remain low, suggesting that there is no potential problem of multicollinearity in the 

model. 
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TABLE 2 Variable Operationalization and Data Sources of Key Variables 
 

Variable Definition/Operationalization Data Source 
Joint Venture 
Structural 
Characteristics 

  

Investment Dummy variable, INV = 1 if the joint venture involves 
manufacturing activities, and 0 if the joint venture does 
not involve manufacturing activities 
 

SDC Platinum, 
ISI Emerging 
Markets, Popular 
Press 

   
Scope  The number of different functional areas in which the 

partners agree to cooperate (SCOPE)  
 

SDC Platinum, 
ISI Emerging 
Markets, Popular 
Press 

   
Relative Control 
of the DM Firm 

Ratio of DM firms equity shares to EM firms equity 
shares (CONTROL) 

 

SDC Platinum, 
ISI Emerging 
Markets, Popular 
Press 

   
Resource 
Characteristics 

  

   
Resource 
Dissimilarity 

Distance between the primary SIC codes of DM and 
EM firms (RDISS) 

Compustat, 
Prowess 
Database 

   
Emerging 
Market 
Characteristics 

  

   
EM Growth GDP Growth Rate of EM during the time of joint 

venture formation (EMGR) 
 

Planning 
Commission of  
India 

   
EM FDI Activity FDI Investment ($million) in India during the time of 

joint venture formation (FDI) 
Department of 
Industry Policy 
and Promotion, 
Government of 
India 

Industry 
Concentration 

CONC =  𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻ℎ𝑙𝑙 𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝑖𝑖 = ∑ 𝑠𝑠𝑁𝑁
𝐻𝐻=1 ij 

2 Capitaline 
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TABLE 3 Descriptive Statistics and Correlation Matrix 
 

  N Mean SD 1 2 3 4 5 6 7 

1 Investment 114 .394 .490 1.00       

2 Relative Control by DM 

Firm 

114 1.181 .956 .09 1.00      

3 Scope 114 1.771 .902 .09 .16 1.00     

4 Resource Dissimilarity 114 6.701 13.332 -.14 .08 -.00 1.00    

5 EM Growth 114 7.960 1.648 .14 .14 .24 .10 1.00   

6 EM FDI  114 21105.52 15756.14 .05 .24 .09 .09 .13 1.00  

7 Industry Concentration 114 .165 .078 .41 -.05 .39 -.07 .18 .01 1.00 

 

Model Development and Estimation 

I use a cox proportional hazard regression to estimate the model as shown in Equation 3. 

I control for endogeneity of relative control of the DM firm using a control function (CF) 

approach since it is appropriate to use CF approach for cross-sectional data (Liu and Shankar 

2015; Luan and Sudhir 2010; Petrin and Train 2010). DM firms may have private information 

about the relative equities in joint venture, leading to potential endogeneity problems. Therefore, 

I control for this endogeneity issue by including average relative control of DM firms by industry 

as an instrument for relative control of the DM firm. I assume that relative control of the DM 

firm is influenced by the average relative control of DM firms by industry. Average relative 

control of DM firms by industry can be exogenous since they are common across firms and may 

not affect the likelihood of joint venture dissolution. I estimate the correlation between the 

endogenous variable (relative control of the DM firm) and the instrument (average relative 

control of DM firms by industry) and I find that the endogenous variable and the instrument are 

strongly correlated (correlation coefficient > 0.5, p < 0.001). According to CF approach, in the 

first stage, I regress the endogenous variable on the instrument and on the independent and 
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control variables. I find that coefficient of the instrument in the first stage is significant 

(p<0.001), suggesting that the instrument is relevant. In the second stage, I use the estimated 

residuals from the first stage in Equation 3 as an additional covariate. 

(3) hT(t) =  λ0T(t)exp{β1 (INV)i + β2 (CONTROL)i + β3( SCOPE)i + β4 (RDISS)i + 

β5 (EMGR)i + β6 (CONTROL)i x (SCOPE)i + β7 (CONC)i + β8 (FDIINV)i + 

∑ 𝛽𝛽9𝑘𝑘(𝐶𝐶𝐶𝐶𝐶𝐶𝑁𝑁𝑇𝑇𝐶𝐶𝐶𝐶)𝑘𝑘𝐻𝐻𝑘𝑘−1
𝑘𝑘=1 } 

where λ0T is the unspecified baseline hazard; β is the coefficient; INV is the joint venture 

investment i.e., whether the joint venture involves manufacturing activities or not; CONTROL is 

relative control of the DM firm; SCOPE is the number of different functional areas that the 

partners agree to cooperate; RDISS is the distance between the primary SIC codes of DM and 

EM firms; EMGR is the GDP growth rate of the EM during the time of the joint venture 

formation; CONC is the Herfindahl Index; FDIINV is the FDI investment in the EM during the 

time of the joint venture formation; COUNTRY is a vector of (k-1) country level dummy 

variables.  

Figure 3 presents the estimate of survival of a DM-EM joint venture. The test for 

proportional hazards assumption using scaled Schoenfeld’s residuals was not violated for any of 

the covariates. The results of the test for proportional hazards assumption are shown in Table 4.  
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Figure 3 Estimate of Survival of a DM-EM Joint Venture 
 

Table 4 Test for Proportional Hazard Assumption 

Covariate χ2 (d.f.) 

 

Prob > χ2  
 

Investment .19 (1) .66 

Scope .10 (1) .75 

Relative Control by DM Firm .12 (1) .72 

Resource Dissimilarity .17 (1) .68 

EM Growth .72 (1) .34 

Relative Control by DM Firm X Scope .02 (1) .89 

EM FDI .28 (1) .59 

Industry .07 (1) .79 

Global Test 1.97 (9) .99 

*p < .10; **p < .05; ***p < .01. 
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Results 

Main Model Results 

The estimated coefficients and the respective significance values are presented in Table 

5. I find a negative effect of investment on the likelihood of joint venture dissolution 

(β = −.841, p-value <0.05). Thus, Hypothesis 1 is supported. As hypothesized, I find that scope 

has a positive effect on the likelihood of joint venture dissolution (β = .933, p-value <0.05). On 

examining the effect of relative control of the DM firm on the likelihood of joint venture 

dissolution, I find it to be positive (β = 1.38, p-value <0.01). Therefore, hypothesis 3a is 

supported. This finding can also be explained by the principle differences between DM and EM 

firms with respect to joint ventures. 

Table 5 Results of Essay 1 

Variable Estimate  
(Std. Error) 

Investment -.841 (.401)** 

Scope .933 (.325)** 

Relative Control by DM Firm 1.389 (.380)*** 

Resource Dissimilarity -.027 (.012)** 

EM Growth -.158 (.084)* 

Relative Control by DM Firm X Scope -.448 (.160)*** 

EM FDI -.000 (.000) 

Industry Concentration .875 (2.058) 

Relative Control by DM Firm Endogeneity Correction Term -.180 (.279) 

*p < .10; **p < .05; ***p < .01. 
Log Likelihood = -262.663; p<.01 
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A key difference between DM and EM firms in a joint venture context is that DM firms 

bring global knowledge to the joint venture whereas EM firms bring local market knowledge 

(Adarkar et al., 1997; Peng 1999). If the DM firm has dominant control over the joint venture, it 

may acquire the joint venture soon after acquiring local market knowledge from the EM firm. 

Therefore, dominant control of the DM firm in the joint venture may increases the likelihood of 

dissolution. I find that scope negatively moderates the relationship between relative control of 

the DM firm and the likelihood of joint venture dissolution (β = −.44, p-value <0.01). Therefore, 

hypothesis 3b is not supported. A potential explanation for this effect is that since DM firms 

bring global knowledge to the joint venture, they are in a better position to systematically 

manage joint ventures with complex structures (i.e., broader scope) when they have dominant 

control over the joint venture and contribute to the performance and longevity of the joint 

venture. 

As hypothesized, I did find support for negative effect of resource dissimilarity on 

likelihood of joint venture dissolution (β = −.02, p-value <0.05). Thus, hypothesis 4 is supported. 

Finally, I find a negative effect (β = −.15, p-value <0.10) of EM’s economic growth on the 

likelihood of joint venture dissolution. Therefore, hypothesis5 is supported. The summary of the 

hypotheses and results are presented in Table 6.  
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Table 6 Summary of Hypotheses and Results 

 

Robustness Checks 

As a check on the robustness of the model implemented in the study, I first tested the 

model with an alternative continuous measure for investment by including the actual dollar 

amount invested by the partner firms in the joint venture. Unfortunately, there were twenty five 

Variable Hypothesized 
Effect 

Actual 
Effect 

Brief Rationale 

Investment (H1) - - Joint ventures that have higher investments are more 

rigid, therefore, are more difficult to be dissolved. 

Scope (H2) + + Joint ventures that have broader scope are complex 

structures to be managed, and, therefore, are more 

likely to be dissolved. 

Relative Control by DM 

Firm (H3a) 

+ + Dominant control by the DM partner may increase the 

likelihood of joint venture dissolution since the DM 

partner may take over the complete ownership of the 

joint venture after it acquires location market 

knowledge.  

Relative Control by DM 

Firm X Scope ( H3b) 

+ - DM firms are in a better position to systematically 

manage joint ventures with complex structures (i.e., 

broader scope) when they have dominant control over 

the joint venture and contribute to the longevity of the 

joint venture. 

Resource Dissimilarity 

(H4) 

- - Sharing dissimilar resources can help both DM and EM 

firms create synergies between them that may affect the 

longevity of the joint venture. 

EM Growth (H5) - - Better economic performance of EM leads to higher 

market potential and higher EM growth impact the 

performance of stability of joint venture. 
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missing values for this variable. However, I estimated the model with the available data and 

found that the results hold when a continuous measure for investment is included in the model. 

Second, I tested whether using a dummy measure of equity shares of the partner firms 

changes the results, instead of the current continuous variable. I find that all of the hypothesized 

effects hold when I use a dummy measure of equity shares. 

Third, I tested the interaction effect of investment and relative control of the DM firm 

since investment may influence the relationship between relative control of the DM firm and the 

likelihood of joint venture dissolution. However, I did not find an effect for this relationship. 

 

Discussion 

Joint venture dissolutions can cause disruptions to strategy and performance of partner 

firms that are engaged in joint ventures (Cui 2013). Despite the growing interest of firms from 

DMs to enter EMs through joint ventures (Johnson and Tellis 2008), the recent dissolutions of 

important joint ventures in EMs (Adarkar et al., 1997; Knowledge@Wharton 2013), and the 

growing importance of research on emerging markets (Narasimhan, Srinivasan, and Sudhir 2015; 

Sheth 2011), there is limited research available on DM-EM joint venture dissolutions. Through 

this study, I develop a theoretical model and test it empirically to examine the effects of various 

structural characteristics of the joint venture, resource characteristics, and EM characteristics on 

the likelihood of DM-EM joint venture dissolution. To my knowledge, this is the first study that 

focuses on the determinants of DM-EM joint venture dissolutions using a uniquely compiled 

dataset.  

Upon investigating the determinants of DM-EM joint venture dissolutions, I find that 

majority control by the DM firm increases the likelihood of DM-EM joint venture dissolution. 
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However, majority control by the DM firm in a joint venture with broader scope decreases the 

likelihood of DM-EM joint venture dissolution. Moreover, joint ventures that have higher 

investments, and that are formed when the EM has higher economic growth have lower 

likelihood of dissolution. Furthermore, if the partner firms bring dissimilar or complementary 

resources, it will reduce the likelihood of DM-EM joint venture dissolution. This study advances 

the literature of B2B relationships in international marketing context, an important domain in 

marketing science (Burgess and Steenkamp 2006; Hunt 2010) and the findings of the study 

provide significant insights to both DM and EM firms, which are already engaged in joint 

ventures or entering joint ventures in the near future.  

 

Implications 

Theoretical Implications 

The findings of this study offer several important theoretical implications related to the 

determinants of joint venture dissolutions in EMs. First, they provide an explanation for the 

mixed insights on the effects of relative control on the longevity of a joint venture. Beamish 

(1985) and Blodgett (1992) suggest that joint ventures with equal control (both partner firms 

having equal equity share e.g., 50%-50%) are more stable when compared to joint ventures with 

domain control (one partner firm having more than 50% equity) since equal control improves 

coordination between the partner firms. In contrast, Killing (1982) argues that joint ventures with 

dominant control are more stable than joint ventures with equal control. The findings of this 

study suggest that dominant control by the DM firm increases the likelihood of joint venture 

dissolution in EMs.  
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  Second, the findings of this study extend the existing research on alliance dissolutions by 

offering novel insights on the effects of investment, scope, relative control, and economic growth 

of the EM on the likelihood of DM-EM joint venture dissolution. In particular, I find that higher 

investment in DM-EM joint venture reduces the likelihood of its dissolution. I also find that 

dominant control by the DM firm in a joint venture with broader scope decreases the likelihood 

of DM-EM joint venture dissolution. Moreover, I find that if the partner firms bring dissimilar or 

complementary resources, it will reduce the likelihood of DM-EM joint venture dissolution. 

Finally, I find that economic growth of the EM helps reduce DM-EM joint venture dissolution. 

These results further strengthen the theoretical foundations of resource-advantage (R-A) theory 

in the joint venture dissolution literature. Table 7 illustrates a comparison of results of this study 

along with prior findings on joint venture dissolutions in the context of joint ventures between 

two DM firms.  
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Table 7 Comparison of Essay 1 Results with DM-DM Joint Venture Studies 

Variable Extant Research on DM-DM 
Joint Venture Dissolutions  

Current Study on DM-EM 
Joint Venture Dissolutions  

Investment (-) Not Studied Negative 
(Supporting H1) 

 
Scope (+) Positive (Cui 2013) Positive 

 (Supporting H2) 
 
 

Relative Control by DM 
Firm (+) 

Mixed Findings (Beamish 
1985; Killing 1982) 

Positive 
 (Supporting H3a) 

 
Resource Dissimilarity (-) Negative (Cui 2013) Negative 

(Supporting H4) 
   
EM Growth (-) Not Studied Negative 

 (Supporting H5) 
   
Relative Control by DM 
Firm x Scope (+) 

Not Studied Negative 
 (Not Supporting H3b) 

 

Managerial Implications 

This study provides several managerial implications for DM and EM firms that are 

planning to engage in joint ventures in the near future. One of the significant challenges that DM 

firms face while forming joint ventures with EM firms is finding the right partner to collaborate 

with (PwC 2012). Findings from this study help managers from DM firms with a longer horizon 

of the joint venture to find the right partner to collaborate with, thereby reduce or delay joint 

venture dissolution. This study also provides important insights that can be used by DM and EM 

firms that are in the process of engaging in joint ventures to decide on structural and partner 

related aspects such as partner selection, investment, proposed scope of the joint venture, and 

distribution of equity. The findings of this study suggest that managers can plan the structure of 
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the joint venture and leverage resources in specific market conditions of EMs to reduce the 

likelihood of joint venture dissolution. In particular, managers of joint ventures in EMs should 

focus on joint ventures with higher investment if they have a long-term view of the joint venture. 

Moreover, joint venture managers should plan for equal equity or dominant equity by the EM 

firm if they want to reduce or delay the likelihood of joint venture dissolution. Furthermore, joint 

ventures with broader scope can focus on dominant control by the DM firm since it is found that 

scope weakens the relationship between dominant control by the DM firm and the likelihood of 

joint venture dissolution. Furthermore, DM firms should partner with EM firms having dissimilar 

or complementary resources if they have a long-term view of the joint venture. Finally, DM 

firms should plan for joint ventures in EMs with higher economic growth at the time of 

formation if they want to reduce or delay the likelihood of joint venture dissolution.  

Limitations and Future Studies 

Being the first study focusing on the determinants of joint venture dissolutions in EMs, it 

has several limitations that can be addressed in future studies. First, I have obtained the sample 

from India to test the theoretical model. Future research could examine the generalizability of the 

findings by focusing on joint venture dissolutions in other emerging markets such as China and 

Brazil. Second, given the limited availability of data, this study focuses on the impact of initial 

characteristics and conditions of the joint venture on its dissolution likelihood. Future studies 

may focus on examining the impact of post-formation characteristics on DM-EM joint venture 

dissolution likelihood. Third, due to the limited availability of dollar amount investments about 

joint ventures in India, I have used a dummy variable to measure the investment of joint 

ventures. Future research may adopt the dollar amount to measure investment of the joint 

venture.  
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CHAPTER III 

ESSAY 2: THE EFFECTS OF INTERNATIONAL MARKETING JOINT VENTURE 
DISSOLUTIONS ON SHAREHOLDER VALUE 

 
 

Introduction 
 

Extant research on joint venture dissolutions provide some insights on the antecedents to 

joint venture dissolution (e.g., Beamish 1985; Bleek and Ernst 1990; Kogut 1991; Kumar 2005; 

Makino et al. 2007; Pennings, Barkema, and Douma1994; Polidoro, Ahuja, and Mitchell 2011). 

However, not much is known about the consequences of dissolution, in particular, on the 

shareholder value of the EM firm. Furthermore, a majority of the joint venture studies focus on 

joint ventures between two DM firms (Cui 2013; Kumar 2005; Makino et al. 2007; Reuer 2000). 

However, given the rapid growth in joint venture formation between DM and EM firms and 

related increases in DM-EM joint venture dissolutions, it is critical for firms to better understand 

the consequences of DM-EM joint venture dissolutions. To fill this gap, drawing on real options 

view of joint ventures and R-A theory, my second essay addresses two important research 

questions:  

(1) What is the impact of the announcement of dissolution of a DM-EM joint venture on 

the shareholder value of the EM firm? 

(2) How do various antecedents, including dissolution-driving factors (e.g., reason for 

dissolution), post-dissolution factors (e.g., proposed post-dissolution structure), EM firm factors 

(e.g., EM firm alliance experience), and joint venture factors (e.g., equity distribution between 

the DM and the EM firms) impact the shareholder value of the EM firm after a joint venture 

dissolution announcement? 
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 Investigating the impact of joint venture dissolutions on the shareholder value of EM 

firms is important for two reasons. First, although extant research on joint venture dissolutions 

between two DM firms offer advice on the impact of joint venture dissolutions on DM firms, 

there is no research available on the effects of DM-EM joint venture dissolution on the EM 

firm’s shareholder value. Second, by investigating the effects of a joint venture dissolution on 

shareholder value of the EM firms, the study responds to the growing calls for research on EMs 

(Narasimhan, Srinivasan, and Sudhir 2015; Sheth 2011).  

The findings of this essay provide significant managerial insights to both DM and EM 

firms. Specifically, the findings shed light on what drives EM firms’ shareholder value after a 

joint venture dissolution announcement. The findings can help both DM and EM firms develop 

clear exit strategies at the formation of the IMV. Upfront clarity on how to end the joint venture 

will provide positive consequences to both DM and EM firms (Gupta and Wang 2013).  

Moreover, the findings will help DM firms to negotiate better terms with right partners in EMs at 

the time of joint venture formation. Finally, the findings also help EM firms in developing an 

effective joint venture dissolution announcement plan such that it results in limited negative 

effects on the EM firms’ value.    

 

Related Literature 

Joint Venture Dissolution and Shareholder Value 

Existing research on joint venture dissolution offers limited advice on the impact of joint 

venture dissolution on the shareholder value of the parent firms (Reuer 2000, 2001; Kumar 

2005). Reuer (2000) suggests that joint venture dissolution, on average, has positive impact on 

parent firm’s value. Parent firms that gain positive shareholder value at the time of joint venture 
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formation also tend to gain positive value at the time of joint venture dissolution (Reuer 2000). 

At the same time, if the parent firms use joint venture dissolution as a means of modifying joint 

venture formation decisions that were received unfavorably by the market, parent firms suffer 

negative returns to such joint venture dissolution (Reuer 2000).   

Joint Ventures and Real Options View 

A joint venture between a DM firm and an EM firm can provide the DM firm access to 

the EM firm’s local resources (e.g., market knowledge, distribution channels, regulatory access) 

and offer EM firms access to the DM firm’s global resources (e.g., technological resources, 

global brands, management expertise). When a joint venture fulfills its purpose or does not 

perform according to the expectations of one or both the partners, it runs the risk of being 

terminated. Indeed, many joint ventures have been dissolved (Adarkar et al. 1997; Dussauge, 

Garrette, and Mitchell 2000; Harrigan 1998; Inkpen and Beamish 1997; Kogut 1988). Joint 

ventures fit the real options view of JVs (Kogut 1991), which conceptualizes strategy “as a 

process of organizational resource-investment choices, or options” (Bowman and Hurry 1993, p. 

760). 

 

Conceptual Framework and Related Hypotheses 

Conceptual Framework 

The real options view explains the underlying reasons for joint venture dissolution and 

the effects of such events on the parent firms’ value. One of the explanations for joint venture 

dissolution is the shared governance structure of the joint ventures. Since joint ventures are 

shared entities involving investments from two or more partners, the shared governance structure 

can create conflicts between partners, leading to joint venture dissolution (Kumar 2005; 
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Varadarajan and Cunningham 1995). Another explanation for joint venture dissolution is based 

on the objectives of the joint venture. According to the real options view, once the objectives set 

at the beginning of the venture are met and the parent firms learn enough about the market, one 

of the parent firms may take over the joint venture for further growth in the target market (Kogut 

1991). Finally, joint venture dissolution can be caused by uncertainty in the market. Because 

firms have limited control over the sources of uncertainty in the market, partner firms tend to 

dissolve the joint venture to respond to uncertain events in the market (Kogut 1991). Therefore, 

in the real options view, factors such as internal and external environmental factors (Kumar 

2005), distribution of control among the partner firms (Blodgett 1992; Varadarajan and 

Cunningham 1995), and inter-partner conflicts and cultural differences (Pennings, Barkema, and 

Douma 1994) may affect the resource-investment decisions, leading to the dissolution of a joint 

venture. Furthermore, knowledge gained through the prior alliance experience may help partners 

in identifying entities that do not fit well with their future aspirations, and requires dissolutions.  

Joint venture dissolution can also occur before, during, or after the fulfillment of the 

objectives set out at the beginning of the joint venture relationship (Makino et al. 2007). 

Typically, when a joint venture is formed with a purpose (e.g., new product development, 

distribution), it is more likely to be dissolved once the purpose is achieved (Varadarajan and 

Cunningham 1995). According to the real options view, once the objectives set at the beginning 

of the venture are met and the partner firms learn enough about the market, the partner firm may 

take over the joint venture for further growth in the target market.  

According to the real options view, at the time of dissolution, parent firms exercise the 

real option of acquiring the venture from the partner (Kumar 2005). The advantages of acquiring 

the joint venture for a parent firm include: (1) the parent firm has the opportunity to leverage the 
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learning and resources already developed through the joint venture for future growth; (2) the 

parent firm can take advantage of favorable environmental conditions and may acquire the joint 

venture before any competitor grabbing the acquisition opportunity. Thus, after the dissolution, 

the partners may transform the joint venture structure or organizational form in such a way that 

the joint venture can continue the business under the complete ownership of either of the partners 

or a third party firm, or it can completely shut down the operations (Mata and Portugal 2015). 

According to the real options view, the acquisition decision of the partner firm can affect its 

shareholder value after the dissolution announcement (Reuer 2000). Moreover, the financial 

performance of the joint venture can moderate the effect of partner firm’s acquisition decision on 

its shareholder value of since a joint venture with better financial performance can create 

potential value to the acquiring partner after the joint venture acquisition. Furthermore, prior 

alliance experience of the partner firm can moderate the effect of partner firm’s acquisition 

decision on its shareholder value since partner firms with higher alliance experience can use their 

learnings from the alliance to create better value for the joint venture after the acquisition.  

Based on the discussion of theoretical background and conceptual reasoning, I identify 

several factors that affect the shareholder value of the EM firm after the dissolution. I posit that 

internal environmental factors (e.g., inter-partner conflict, cultural misfit, tenure completion) and 

external environmental factors (changes in regulation, uncertainty in the environment), joint 

venture financial performance drive the dissolution decision and the shareholder value of the EM 

firms. Moreover, joint venture factors such as age of the joint venture and equity shares of the 

partner firms and factors such as proposed post-dissolution structure and alliance experience of 

the EM firm affect the shareholder value of the EM firms after a joint venture dissolution 

announcement. Furthermore, I posit that joint venture financial performance and alliance 
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experience of the EM firm moderate the effect of EM firm’s acquisition decision on its 

shareholder value after a joint venture dissolution announcement. The conceptual framework 

appears in Figure 4. 
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Figure 4 Conceptual Framework of Essay 2 
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Direct Effect of Joint Venture Dissolution Announcement on EM Firm’s Shareholder Value 

Extant research on the financial valuation implications of various life cycle stages of 

alliances in DMs suggests that alliance formations and dissolutions create positive shareholder 

value for partner firms (Kalaignanam, Shankar, and Varadarajan 2007; Reuer 2000; 

Swaminathan and Moorman 2009). According to the real options view, partner firms may use a 

joint venture dissolution as a means of acquiring the joint venture for future expansion and 

growth of the venture in the target market, or even as a corrective measure to unload loss making 

entities (Reuer 2000). Given that partner firms have more information and are in a better position 

than others to make important decisions about the joint venture, on average, a joint venture 

dissolution can have positive impact on the shareholder value of the partner firm (Kumar 2005; 

Reuer 2000). The dissolution of a joint venture that results in the partner firm’s acquisition can 

create positive value for the EM firm for two reasons (Kogut 1991; Kumar 2005): (1) the partner 

firm may leverage the resources for future growth that the joint venture has already developed; 

and (2) the partner firm’s response to the favorable environmental conditions and timely decision 

to acquire the joint venture before competitors can grab the acquisition opportunity. Consistent 

with previous research on DM firm financial valuation post joint venture dissolution, I expect the 

joint venture dissolution announcement to increase shareholder value of the EM firm. Therefore, 

I hypothesize: 

H1: A joint venture dissolution announcement positively affects the shareholder value of the 
EM firm. 

Dissolution-Driving Factors 

Reason for Dissolution. The reason for the dissolution of a joint venture can be classified as 

internal or external environmental factors preventing the joint venture from continuation of its 

operations (Makino et al. 2007). The internal factors causing joint venture dissolution may 
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include inter-partner conflict, dilution of trust (Das and Teng 1998; Gulati 1995), ownership 

structure (Beamish 1985; Bleeke and Ernst 1990), completion of joint venture tenure (Kumar 

2005; Makino et al. 2007), and the external factors may include uncertainty in the external 

environment, country regulations (Kale and Anand 2006; Kogut 1991; Knowledge@Wharton 

2013). The internal factors (e.g., tenure completion, inter-partner conflict, and shift in strategic 

focus) are the responsibility of the partner firms and can be more controllable when compared to 

the external factors (Makino et al. 2007). If partner firms believe that joint venture dissolution is 

a corrective measure for problems caused by internal factors, or it is due to completion of 

predetermined tenure, then partner firms may decide to dissolve the relationship (Gomes-

Casseres 1987). If the partner firms use joint venture dissolution as a corrective mechanism, or 

completion of predetermined tenure, then the market may respond positively after joint venture 

dissolution announcements (Reuer 2000). 

On the other hand, the external factors (e.g., government regulations, uncertainty in the 

environment) affecting a joint venture is beyond the control of the partner firms. Effects of these 

factors indicate the level of uncertainty and risk in the marketplace. If the external factors are 

responsible for the joint venture dissolution, it may signal the failure of the partner firms in 

utilizing the external resources in their strategic process, leading the market to respond 

negatively to the joint venture dissolution announcement. Therefore, I hypothesize: 

H2: A joint venture dissolution announcement caused by internal factors positively affects 
the shareholder value of the EM firm than the announcement caused by external factors. 

Financial Performance of the Joint Venture. Financial performance of the joint venture at the 

time of dissolution is an important factor on how market views the joint venture dissolution. 

Reuer (2000) found that market tends to respond negatively to joint venture dissolutions if the 

joint ventures were attractive and initially well-received since markets may perceive that these 
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joint ventures are attractive and have the potential to create positive value to partners firms in the 

future if not dissolved. Given that such attractive and well-received alliances are considered 

important resources for the partners firms, I argue that the dissolution of these alliances will 

negatively affect the future resources of the partners firms. Thus, I expect that if the joint venture 

is financially performing well or profit making, then its dissolution will negatively affect the 

shareholder value of the partner firms. This reasoning leads to the following hypothesis. 

H3: The financial performance of the joint venture negatively affects the shareholder value of 
the EM firm upon the joint venture’s dissolution announcement.   

EM Firm Factor 

Alliance Experience of the EM Firm. Alliance experience can be defined as the number of 

alliances a firm has managed, including the dissolved joint venture in question (Kalaignanam, 

Shankar, and Varadarajan 2007). Firms not only benefit from knowledge transfer through such 

alliance relationships, but also learn how to manage them (Doz and Hamel 1998). Therefore, 

higher the number of firms managed, higher is the alliance experience of the partner firms. 

Dissolution of a better coordinated joint venture may also send positive signals to market that 

may result in positive response from the market to a joint venture dissolution announcement 

(Reuer 2000). Moreover, when partner firms have high alliance experience, they also have better 

knowledge in identifying entities that do not fit well with their future aspirations, and requires 

dissolutions. Thus, I expect that prior alliance experience of the EM firm can create positive 

shareholder value for the firm after a joint venture dissolution announcement. Therefore, I 

hypothesize: 

H4: The alliance experience of the EM firm positively affects the shareholder value of the EM 
firm upon the joint venture’s dissolution announcement.  
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Post-Dissolution Factor 

Proposed Post-Dissolution Structure. Proposed post-dissolution structure refers to the proposed 

organizational form of the joint venture that is announced during dissolution. Once the partner 

firms decide to dissolve the joint venture, the partner firms may transform the joint venture’s 

organizational form by (a) making it a wholly owned subsidiary, (b) by selling their equity shares 

to a third party, or (c) by completely shutting down the joint venture (Kumar 2005; Mata and 

Portugal 2015). The real options view of joint ventures suggests that given that partner firms 

have more information on the joint venture than others, when they acquires the venture with the 

objective of future growth, the joint venture’s dissolution tends to create positive firm value for 

the EM firm. Moreover, a joint venture dissolution can also create positive firm value in the case 

of partner firms selling their equity shares to a third party firm (Reuer 2000). Each partner firm 

of the joint venture has the opportunity to create firm value by acquiring the joint venture since 

the partner firm can leverage the capabilities acquired through the relationship to generate value 

in the future (Kumar 2005). Therefore, I expect that if the EM firm decides to acquire the joint 

venture after dissolution, the acquisition will positively affects its shareholder value after the 

dissolution announcement.  In the same lines, if the partner firm decides to acquire a joint 

venture with poor financial performance, then the market may respond negatively since the 

partner firm may have less opportunity to generate value in the future (Kumar 2005; Reuer 

2000). However, if the partner firm decides to acquire a joint venture with better financial 

performance, then the market may respond positively hoping that the venture will create value 

for the partner firm in the future. Therefore, I expect that if the EM firm decides to acquire a 

joint venture with better financial performance, then the EM firm will experience positive 

shareholder value after the dissolution announcement. I expect that if the EM firm decides to 
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acquire the joint venture after a dissolution, then prior alliance experience can help it gain 

positive shareholder value since prior alliance experience may signal that the EM firm can 

manage the acquired venture more effectively due to the greater knowledge of the venture and 

that can positively impact the future performance of the venture (Kale and Anand 2006; Lambe, 

Spekman, and Hunt 2002). Therefore, I expect that if the EM firm decides to acquire the joint 

venture after dissolution, then the EM firm’s prior alliance experience will positively affect its 

shareholder value after the dissolution announcement. Thus, I hypothesize: 

H5a: The acquisition of a joint venture by the EM firm positively affects the shareholder value 
of the EM firm upon the joint venture’s dissolution.  

H5b: The joint venture’s financial performance moderates the effect of the joint venture’s 
acquisition by the EM firm on its shareholder value upon the joint venture’s dissolution.  

 H5c: The EM firm’s alliance experience moderates the effect of the joint venture’s 
acquisition by the EM firm on its shareholder value upon the joint venture’s dissolution.   

Joint Venture Factors 

Joint Venture Age. The age of the joint venture is the duration of the relationship in years at the 

time of its dissolution announcement. A longer relationship can lead to cooperative behavior 

between partner firms and that may further provide partner firms opportunity to learn from each 

other. In a joint venture relationship, partner firms tend to perform repeated transactions with 

partners over time that creates opportunity for learning (Inkpen and Currall 2004). Dissolution of 

a long-lived joint venture may signal that the partner firms have learned enough from the 

relationship which in turn may create positive value for the partner firm (Reuer 1988). Thus, I 

expect that length of the relationship can have a positive impact on shareholder value of the EM 

firm, after a joint venture dissolution announcement. Therefore, I posit that: 

H6: The age of the joint venture relationship positively affects the shareholder value of the 
EM firm upon the joint venture’s dissolution announcement.  
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Equality of Control between the Partner Firms. Equity shares of the partner firms represent the 

distribution of control (equal or unequal) among them, and this distribution of control can affect 

the performance of a joint venture (Killing 1982). The distribution of equity shares between the 

partner firms can be categorized into three types (Blodgett 1992): 1) unequal equity shares 

(majority/ minority or minority/ majority); 2) somewhat equal equity shares (51%-49% or 49%-

51%); 3) equal equity shares (50%-50%). Beamish (1985) suggests that equal control (both 

partners having equal or somewhat equal equity share e.g., 50%-50% equity or 51%-49%) can 

positively affect joint venture performance when compared to unequal control (one partner 

having more than 50 percent of equity share e.g., 74%-26% or 40%-60% equity) due to its 

superior coordination. If the joint venture is dissolved due to coordination problems, the market 

may perceive the joint venture dissolution as a failure of the partner firms in managing the joint 

venture and it may respond negatively to the joint venture dissolution announcement (Reuer 

2000). Since coordination problem is imperative among unequal equity joint ventures in 

comparison to cases of equal and somewhat equal equity joint ventures (Beamish 1985), I expect 

that equal equity or somewhat equal equity joint ventures create positive shareholder value to 

EM firms than unequal equity joint ventures. Thus, I hypothesize that:  

H7: Joint ventures with more equitable partner stakes positively affect the shareholder value 
of the EM firms upon the joint venture’s dissolution announcement. 

 

Method 

Data 

 I have compiled a unique dataset of joint venture dissolutions in India during the years 

2001 to 2015 through extensive search of dissolution announcements in databases such as SDC 

Platinum, ISI Emerging Markets, popular press articles, and company websites. I have used 
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various key words to search the joint venture dissolution announcements in India (e.g., joint 

venture dissolve, joint venture terminate). Table 8 shows examples of joint venture dissolution 

announcements in India.  

Given the focus and purview of the study, the sample of this study is limited to (a) joint 

venture parent firms that are publicly traded, and (b) joint ventures that continued to operate 

under the complete ownership of either of the partners or a third party firm. The first data 

requirement is essential for the study as I can only effectively calculate shareholder value of 

publicly traded companies. The second data requirement is because joint ventures that cease to 

operate after the dissolution are fundamentally different than those who are acquired by another 

entity. When a joint venture ceases to operate, it means that (1) the entity does not have enough 

value for others to acquire, or (2) the objective of the joint venture formation have been fulfilled 

and therefore, the relationship needs to be abandoned amiably. Given that only a handful of joint 

ventures cease to operate after dissolution, I decided to exclude these cases from the analysis. I 

used the stock price data from the Capitaline database for the purpose of the event study. 

Unfortunately, I was limited to the dissolutions during the time period 2001 to 2015 as the stock 

price data in Capitaline database are only available since 2001.  

Through an extensive search in the SDC Platinum and ISI Emerging Markets databases, I 

identified 120 joint venture dissolutions in India during the time period 2001 to 2015. I dropped 

thirty five joint ventures since their EM parent firms were neither publicly traded companies nor 

the stock prices for the companies were available, and then dropped seven more joint ventures as 

they ceased to operate after their dissolution. Therefore, the final sample consisted of 

dissolutions of seventy-eight joint ventures formed by fifty-eight firms and dissolved during the 

time period 2001 to 2015. Fourteen out of these fifty-eight firms were involved in more than one 
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joint venture dissolution announcement during the time period. The sample size is consistent 

with existing research studies that focused on joint venture dissolutions in DMs (e.g., Cui 2013). 

The final sample of joint venture dissolutions is represented by eighteen industries including 

consumer products, financial services, information technology, manufacturing, automobiles, 

consumer electronics, real estate, pharmaceuticals, infrastructure, textile, entertainment, steel, 

trading, telecommunications, hospitality, education, retail, and petroleum. I acknowledge that 

there is a possible selection bias given the limitations of the data. I used a control function (CF) 

approach to handle potential endogeneity and selection problems. The details are discussed in the 

model development and estimation section.  
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TABLE 8 Examples of joint venture Dissolution Announcements 
 

DM Firm Acquiring EM Firm’s Stake 
 
“The Hershey Company (“Hershey”) (NYSE: HSY) today announced that it has reached an agreement to 
acquire the 49 percent stake in Godrej Hershey Ltd. that it does not own, primarily from Godrej Industries 
Ltd. (“Godrej”) and another minority shareholder. Including the assumption of about $47.6 million in debt, 
which is already consolidated by Hershey as the majority shareholder, the company will own the Maha 
Lacto and Nutrine candy brands and the Jumpin and Sofit beverage brands as well as the related 
manufacturing facilities. The transaction is expected to close by the end of the third quarter and the new 
entity will transition to use the name Hershey India as it becomes a wholly owned subsidiary of The Hershey 
Company.” 

 
- Godrej Hershey Ltd., 9/08/2012 (CAR: +12.4%) 

 
“MAN Truck and Bus AG of Germany is buying out its Pune-based joint venture partner Force Motors, in 
the venture that makes trucks and buses, for about Rs. 950 crore ( €150 million). The joint venture, founded 
in 2006, makes heavy trucks for the domestic and export markets.” 
  

- MAN Force Trucks Pvt. Ltd., 11/21/2011 (CAR: +34%) 
 
EM Firm Acquiring DM Firm’s Stake 
 
“UK-based insurer RSA Group has decided to exit India by selling its entire 26% stake in Royal Sundaram 
Alliance for Rs 450 crore, contrary to expectations that government's decision of raising FDI ceiling in the 
sector would prompt foreign partners to raise stake. The two companies ended their 15-year long partnership 
and with the RSA quiting the joint venture, Royal Sundaram Alliance Insurance Company will now be a 
100% subsidiary of Sundaram and its associates.” 
 

- Royal Sundaram Alliance, 2/18/2015 (CAR: -2.2%) 
 
“Tata Steel is buying out Ryerson Inc’s stake in their equal joint venture Tata Ryerson for $49 million, or Rs 
240 crore.The company, which was set up in 1997, has its headoffice in Calcutta and customises steel and 
other metal sheets and plates according to the needs of small customers.” 

- Tata Ryerson, 6/25/2009 (CAR: -6.6%) 
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Measure of Dependent Variable 

The dependent variable for this study is shareholder value of the EM firm. Consistent 

with prior research (e.g., Cui 2013; Swaminathan and Moorman 2009), I use the event study 

method to calculate the abnormal returns for the EM firm due to a joint venture dissolution 

announcement. According to the event study methodology, a firm’s stock price reflects the future 

value of its discounted cash flow. The event study analysis is based on the efficient market 

hypothesis, which argues that the firm’s stock price is reflected by all publicly available 

information (Fama 1970). Consistent with this hypothesis, a joint venture dissolution 

announcement is an event that provides the stock market with the new information of the 

dissolution. I use the following Carhart four-factor model (Carhart 1997; Fama and French 1993) 

to estimate the short-term abnormal returns.  

(4) 𝐸𝐸(𝐶𝐶𝑖𝑖𝛥𝛥) = 𝛼𝛼𝑖𝑖  +  𝛽𝛽𝑖𝑖𝐶𝐶𝑚𝑚𝛥𝛥  +  𝑠𝑠𝑖𝑖𝑆𝑆𝑆𝑆𝑆𝑆𝛥𝛥 +  ℎ𝑖𝑖𝐻𝐻𝑆𝑆𝐻𝐻𝛥𝛥  +  𝑢𝑢𝑖𝑖𝐶𝐶𝑆𝑆𝑈𝑈𝛥𝛥 +  𝜀𝜀𝑖𝑖𝛥𝛥 

where, Rit is the daily return of firm i on day t and Rmt is the daily return of a value-

weighted market index on day t; SMBt is the difference between the returns of small and large 

capitalization firms; HMLt is the difference between the returns of high and low market-to-book 

ratio firms, and UMDt is the difference between the returns of firms with high and low prior 

returns. For the prior returns, I chose an estimation period of 120 days ending 10 days before the 

event day (MacKinlay 1997). The abnormal return (ARit) is calculated as the difference between 

actual and expected stock return as follows: 

(5) 𝐴𝐴𝐶𝐶𝑖𝑖𝛥𝛥 = 𝐶𝐶𝑖𝑖𝛥𝛥 − 𝐸𝐸(𝐶𝐶𝑖𝑖𝛥𝛥) = 𝐶𝐶𝑖𝑖𝛥𝛥 − (𝛼𝛼𝑖𝑖  +  𝛽𝛽𝑖𝑖𝐶𝐶𝑚𝑚𝛥𝛥  +  𝑠𝑠𝑖𝑖𝑆𝑆𝑆𝑆𝑆𝑆𝛥𝛥 +  ℎ𝑖𝑖𝐻𝐻𝑆𝑆𝐻𝐻𝛥𝛥  +  𝑢𝑢𝑖𝑖𝐶𝐶𝑆𝑆𝑈𝑈𝛥𝛥 +  𝜀𝜀𝑖𝑖𝛥𝛥) 

The cumulative abnormal returns (CARs) for the event period [t1, t2] is given by:         

(6) 𝐶𝐶𝐴𝐴𝐶𝐶𝑖𝑖[𝑡𝑡1, 𝑡𝑡2] =  � 𝐴𝐴𝐶𝐶𝑖𝑖𝛥𝛥

𝛥𝛥2

𝛥𝛥=𝛥𝛥1
 



Texas Tech University, Kiran Pedada, May 2018                                                                             

49 
 

I calculated the CARs and tested for the significance of different event windows such as [-1,+1],  

[-2,+1], [-2,+2], [-3,+1], [-3,+3]. Consistent with Patell’s standardized residual test, I selected the 

event window [-3, +1] for final analysis as it is most significant (Patell 1976).  

Measures of Independent Variables 

Reason for Dissolution. I operationalize the reason for dissolution through a dummy variable. 

INTERNAL = 1 when the joint venture is dissolved due to internal environmental reasons (e.g., 

joint venture tenure is completed, inter-partner conflict), else = 0.   

Financial Performance of the Joint Venture. Given that only three out of 78 joint ventures in the 

final sample are publicly traded, it was difficult to collect traditional performance metrics such as 

profitability, ROA, and ROI to measure financial performance of the joint venture. However, I 

was able to identify whether the joint venture was making profit or loss before the dissolution 

announcement based on articles posted at the time of the announcement. Therefore, I 

operationalize financial performance of the joint venture as a dummy variable, IMJVPERF = 1 if 

the joint venture was profit-making in the financial year before the joint venture dissolution 

announcement, else = 0, consistent with (Kennerley and Neely 2003). For the three publicly 

traded joint ventures, I use their annual report to determine if they were making profits.  

Proposed Post-Dissolution Structure. Proposed post-dissolution structure refers to the proposed 

organizational form of joint venture after the dissolution. Three such forms can exist (Kumar 

2005; Mata and Portugal 2015; Reuer 2000): (1) The DM firm acquiring the joint venture, (2) the 

EM firm acquiring the joint venture, and (3) a third party firm acquiring the joint venture or one 

of the partner firm’s stake. Therefore, I operationalize the proposed post-dissolution structure 

through two dummy variables. EMACQ = 1 when the EM firm acquires the joint venture, else = 
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0; and TPACQ = 1 when a third party acquires the joint venture or one of the partner firm’s 

stake, else = 0.   

Alliance Experience of the EM Firm. I measure alliance experience as the natural logarithm of 

the number of alliances (ALEXP) the firm managed (including the joint venture in question) in 

the year previous to the year of joint venture dissolution (Kalaignanam, Shankar, and 

Varadarajan 2007). 

Age of the Joint Venture. I measure age of the joint venture (LENGTH) as the natural logarithm 

of duration of joint venture in years at the time of the dissolution announcement (Reuer 2000). 

Equality of Control between the Partner Firms. Prior studies (e.g. Blodgett 1992) suggest that 

distribution of control among partner firms in alliances can be categorized into two types: (1) 

same or almost same equity levels of both the EM firm and the DM firm (50%-50%, 51%-49%, 

or 49%-51%); and (2) the equity levels of both EM and DM firms are different. I operationalize 

this variable through a dummy variable, EQEQUITY, which equals 1 if the equity levels of both 

EM and DM firms were about the same at the time of dissolution announcement and equals 0 

otherwise.  

Measures of Control Variables 

To control for firm-specific heterogeneity, I include EM firm size, EM firm age, EM GDP 

growth rate, joint venture industry concentration, joint venture customer type focus, and media 

volume as control variables. 

EM Firm Size. I measure EM firm size (EMSIZE) as the natural logarithm of the total assets of 

the EM firm.  

EM Firm Age. I operationalize EM firm age (EMAGE) as the natural logarithm of the number of 

years the EM firm had been in business until dissolution announcement. 
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EM GDP Growth Rate. I measure EM GDP growth rate (EMGDPGROWTH) as the natural 

logarithm of the GDP growth rate in the year prior to that of the joint venture dissolution 

announcement.  

Joint Venture Customer Type Focus. I measure customer type focus (FOCUS) as a dummy 

variable, FOCUS = 1 if the joint venture’s customer type focus is B2C, and 0 if the joint 

venture’s customer type focus is B2B. Table 1 presents the variables, their operationalization, 

and data sources. Table 2 presents the descriptive statistics and the correlations. As illustrated in 

Table 2, the correlations among the variables remain low, suggesting that there is no potential 

problem of multicollinearity in the model. 

Media Volume. I measure media volume (MEDIA) as the number of articles in the print media 

about the joint venture dissolution announcement (Liu and Shankar 2015; Liu, Shankar, and Yun 

2017). 

Joint Venture Industry Concentration. I operationalize joint venture industry concentration 

(IMJVINDCON) as the Herfindahl index of the industry of the joint venture (Acar and Sankaran 

1999) using the Capitaline database as shown below: 

(7) 𝐼𝐼𝑆𝑆𝐼𝐼𝐼𝐼𝐼𝐼𝑁𝑁𝑈𝑈𝐶𝐶𝐶𝐶𝑁𝑁 = 𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻ℎ𝑙𝑙 𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝑖𝑖 =  � 𝑠𝑠𝑖𝑖𝑖𝑖2

𝑁𝑁

𝑖𝑖=1
 

 
Where Sij is the ratio of the sales of firm i to the total sales of industry j. 

 
Table 9 presents the variables, their operationalization, and data sources. The descriptive 

statistics and the correlations appear in Table 10. As illustrated in Table 10, the correlations 

among the variables remain low, suggesting that there is no potential problem of 

multicollinearity in the model. 
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TABLE 9 Variable Operationalization and Data Sources 
 

 
 

Variable Notation Definition/Operationalization Source 

Dissolution-
Driving Factors 

   

Reason for 
Dissolution  

INTERNAL Dummy variable, INTERNAL = 1 if the joint venture is 
dissolved due to internal environmental reasons, = 0 
otherwise. 
 

Dissolution 
Announcements 

Press Reports 

Financial 
Performance of the 
Joint Venture 

IMJVPERF Dummy variable, IMJVPERF= 1 if the joint venture 
was making profit during the financial year before the 
joint venture dissolution announcement date, = 0 
otherwise.  

Dissolution 
Announcements 

Press Reports 
Annual Reports 

 
Post-Dissolution 
Factor 

   

Proposed Post-
Dissolution 
Structure 

EMACQ; TPACQ Dummy variables, EMACQ = 1 when EM firm acquires 
the joint venture after dissolution, = 0 otherwise; 
TPACQ=1 when a third party acquires the joint venture 
or the stake of a partner firm, = 0 otherwise.  

Dissolution 
Announcements 

Press Reports 
 
 
 

EM Firm Factor    
Alliance Experience 
of the EM Firm 

ALEXP Natural log of the number of alliances the firm managed 
in the year prior to the joint venture dissolution 
announcement date plus the current joint venture  

Annual Reports 

Joint Venture 
Factors 

   

joint venture Age LENGTH Natural log of the duration of the joint venture in years 
at the time of dissolution announcement  

Dissolution 
Announcements 

Press Reports 
 

Equality of Partner 
Control 

EQUEQUITY Dummy variable, EQUEQUITY = 1 if the equity levels 
of both EM and DM firms were about the same at the 
time of dissolution announcement and 0 otherwise. 

Dissolution 
Announcements 

Press Reports 
 

 
Control Variables 

   

EM Firm Size  EMSIZE Natural log of the total assets of the EM firm at the time 
of the dissolution  

Capitaline Database 

    
    
EM Firm Age EMAGE Natural log of the number of years of establishment of 

the emerging market firm by the time of the dissolution 
announcement  

Capitaline Database 

    
Joint Venture 
Industry 
Concentration 

IMJVINDCON Herfindahl Index of the industry 
(∑ 𝑠𝑠𝑁𝑁

𝑖𝑖=1 ij 2)  
Capitaline Database 

    
EM GDP Growth 
Rate 

EMGDPGROWTH Natural logarithm of the growth rate of the EM’s GDP 
in the year prior to the joint venture dissolution 
announcement  
 

Planning 
Commission of 

India 

Customer Type 
Focus 

FOCUS Dummy variable, FOCUS = 1 if the joint venture’s 
customer type focus is B2C, and = 0 if the focus B2B 

Press Reports, SDC 
Platinum 

Media Volume MEDIA The number of articles in the print media about the 
dissolution announcement 

Press Reports 
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TABLE 10 Descriptive Statistics and Correlation Matrix 
 

  Mean SD 1 2 3 4 5 6 7 8 9 10 11 12 13 14 

1 CAR .034 .078 1.00              

2 Reason for Dissolution .756 .432 .08 1.00             

3 Joint Venture Financial 

Performance  

.474 .502 -.02 .18 1.00            

4 EM firm acquiring the 

Joint Venture 

.384 .489 -.24 -.10 -.06 1.00           

5 Third party acquiring  .141 .350 .06 .14 .05 -.32 1.00          

6 Alliance Experience  3.833 4.188 -.18 .07 -.06 -.10 .34 1.00         

7 Age of the Joint Venture 8.884 9.361 -.04 .03 .24 .12 -.01 -.17 1.00        

8 Equality of Partner Control .641 .482 .17 .01 .12 .04 .00 -.00 .17 1.00       

9 EM Firm Size 239.3 532.7 -.11 .02 .14 -.09 .27 .60 -.12 .10 1.00      

10 EM Firm Age 49.11 23.78 -.18 .23 .01 .14 -.18 .17 .17 .16 .03 1.00     

11 Joint Venture Industry .200 .116 .26 -.01 -.01 -.16 .04 .15 .15 .05 .18 -.01 1.00    

12 EM GDP Growth Rate 6.764 1.803 -.04 .05 .05 -.05 -.08 -.17 .14 .02 -.11 .15 -.03 1.00   

13 Customer Type Focus .564 .499 -.14 .02 -.02 -.08 .14 -.07 .07 -.08 -.13 -.09 -.18 .01 1.00  

14  Media Volume 5.641 4.127 .00 -.11 -.00 .10 .08 .05 -.01 .11 .30 -.05 -.08 -.06 .08 1.00 
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Model Development and Estimation 

The model used to test the hypotheses is shown in Equation 8, which includes the effects 

of independent and control variables on CARs of EM firms. To address reverse causality and 

potential endogeneity issues, several independent variables are lagged by one year (see Dotzel, 

Shankar, and Berry 2013). Furthermore, I control for endogeneity of length of the relationship 

and size of the EM firm using a control function (CF) approach since it is appropriate to use CF 

approach for cross-sectional data (Liu and Shankar 2015; Luan and Sudhir 2010; Petrin and 

Train 2010). Length of the relationship can be a potential source of endogeneity since a parent 

firm may decide to dissolve a joint venture due to the parent firm’s poor performance and as a 

result reduce the lifespan of the joint venture. Size of the EM firm can be a potential source of 

endogeneity since the stock performance of the EM firm can affect its size. I include average 

duration of joint ventures by industry as an instrument for length of the relationship. Further, I 

include market capitalization of industry as an instrument for size of the EM firm because I 

assume that size of the EM firm may be influenced by the total market capitalization of the 

industry. Average duration of joint ventures by industry and market capitalization by industry 

can be exogenous since they are common across firms and may not affect the firm’s abnormal 

returns. I estimate the correlations among the endogenous variables (length of the relationship 

and size of the EM firm) and the instruments (average duration of joint ventures by industry and 

market capitalization by industry) and I find that the endogenous variables and instruments are 

correlated (correlation coefficient > 0.4, p < 0.001). According to CF approach, in the first stage, 

I regress the endogenous variables (i.e., length of the relationship and size of the EM firm) on the 

instruments (i.e., average duration of joint ventures by industry and market capitalization by 

industry) and on the independent and control variables. I find that coefficients of the instruments 

in the first stage are significant (p<0.001), suggesting that the instruments are relevant. In the 
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second stage, I use the estimated residuals from the first stage in Equation 8 as additional 

covariates. 

In Equation 8, subscript i denotes the firm and subscript t denotes the year of joint 

venture dissolution announcement.  

(8) 𝐶𝐶𝐴𝐴𝐶𝐶𝑖𝑖𝛥𝛥 [−𝑡𝑡1, 𝑡𝑡2] =  𝛼𝛼0 +  𝛼𝛼1(𝐼𝐼𝑁𝑁𝑇𝑇𝐸𝐸𝐶𝐶𝑁𝑁𝐴𝐴𝐻𝐻)𝑖𝑖𝛥𝛥 +  𝛼𝛼2(𝐼𝐼𝑆𝑆𝐼𝐼𝐼𝐼𝑃𝑃𝐸𝐸𝐶𝐶𝐼𝐼)𝑖𝑖(𝛥𝛥−1)   +  𝛼𝛼3(𝐸𝐸𝑆𝑆𝐴𝐴𝐶𝐶𝐸𝐸)𝑖𝑖𝛥𝛥  +
 𝛼𝛼4(𝑇𝑇𝑃𝑃𝐴𝐴𝐶𝐶𝐸𝐸)𝑖𝑖𝛥𝛥 +  𝛼𝛼5(𝐴𝐴𝐻𝐻𝐸𝐸𝐴𝐴𝑃𝑃)𝑖𝑖(𝛥𝛥−1)   +  𝛼𝛼6(𝐻𝐻𝐸𝐸𝑁𝑁𝐿𝐿𝑇𝑇𝐻𝐻)𝑖𝑖𝛥𝛥 +  𝛼𝛼7(𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐼𝐼𝑇𝑇𝐶𝐶)𝑖𝑖𝛥𝛥 +  𝛼𝛼8(𝐸𝐸𝑆𝑆𝐴𝐴𝐶𝐶𝐸𝐸)𝑖𝑖𝛥𝛥 ×
(𝐼𝐼𝐼𝐼𝐼𝐼𝑃𝑃𝐸𝐸𝐶𝐶𝐼𝐼)𝑖𝑖(𝛥𝛥−1) +  𝛼𝛼9(𝐸𝐸𝑆𝑆𝐴𝐴𝐶𝐶𝐸𝐸)𝑖𝑖𝛥𝛥 × (𝐴𝐴𝐻𝐻𝐸𝐸𝐴𝐴𝑃𝑃)𝑖𝑖(𝛥𝛥−1) +  𝛼𝛼10(𝐸𝐸𝑆𝑆𝑆𝑆𝐼𝐼𝐸𝐸𝐸𝐸)𝑖𝑖𝛥𝛥 +  𝛼𝛼11(𝐸𝐸𝑆𝑆𝐴𝐴𝐸𝐸𝐸𝐸)𝑖𝑖𝛥𝛥 +
 𝛼𝛼12(𝐼𝐼𝑆𝑆𝐼𝐼𝐼𝐼𝐼𝐼𝑁𝑁𝑈𝑈𝐶𝐶𝐶𝐶𝑁𝑁)𝑖𝑖𝛥𝛥  +  𝛼𝛼13(𝐸𝐸𝑆𝑆𝐿𝐿𝑈𝑈𝑃𝑃𝐿𝐿𝐶𝐶𝐶𝐶𝐸𝐸𝑇𝑇𝐻𝐻)𝑖𝑖(𝛥𝛥−1)  +  𝛼𝛼14(𝐼𝐼𝐶𝐶𝐶𝐶𝐶𝐶𝑆𝑆)𝑖𝑖𝛥𝛥 + 𝛼𝛼15(𝑆𝑆𝐸𝐸𝑈𝑈𝐼𝐼𝐴𝐴)𝑖𝑖𝛥𝛥 + 𝜀𝜀𝑖𝑖 +
𝜇𝜇𝑖𝑖𝛥𝛥  

where CAR is cumulative abnormal return; INTERNAL is the internal environmental 

reason for dissolution; IMJVPERF is the financial performance of the joint venture during the 

year prior to the financial year of the dissolution announcement; EMACQ is a dummy variable 

representing if the EM firm acquires the joint venture after the dissolution; TPACQ is a dummy 

variable for third party acquiring the partner firm’s stake after the dissolution; ALEXP is the 

natural log of the number of alliances that EM firm has during the previous year of the 

dissolution announcement; LENGTH is the natural log of the duration of the relationship; 

EQUEQUITY is a dummy variable representing equal or somewhat equal equity share; 

EMSIZE is the natural log of total assets of the EM firm; EMAGE is the natural log of age of 

the EM firm at the time of the dissolution; IMJVINDCON is the natural log of industry 

concentration of the joint venture; EMGDPGROWTH is the GDP growth rate during the year 

prior to that of the dissolution announcement; FOCUS is the customer type focus of the joint 

venture (B2B or B2C); MEDIA is the media volume in print media; ε is a random effect error 

term; and µ is a panel error term.  

To account for firm-specific heterogeneity, I use a random-effects linear model to 

estimate Equation 8. To choose between random and fixed effects, I performed a Hausman test. 
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The fixed effect was insignificant (p > .10), suggesting that it is appropriate to use a random-

effects model specification. I further tested for normality of CARs and found it is appropriate to 

use a linear model. Figure 5 shows the distribution of CARs of EM firms for joint venture 

dissolution announcements.  

 

 
 

FIGURE 5 Distribution of Cumulative Abnormal Returns 
 

Results 

Main Model Results 

The results of short-term abnormal returns model estimated through the control function 

approach suggest that the mean cumulative abnormal returns for different event windows is 

positive and significant. If we consider the event window [-3,1], the percentage of positive 

individual CARs is 64%, and the results suggest that EM firms realize an average of 3.5% 
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increase in short-term abnormal  returns due to joint venture dissolution announcement. These 

results are consistent with prior research on joint venture dissolutions between two DM firms 

(Reuer 2000). Thus, Hypothesis 1 is supported. The results of short-term abnormal returns model 

appear in Table 11. 

 
TABLE 11 Results of Short-term Abnormal Returns Model 

 
 Positive Abnormal Returns Negative Abnormal 

Returns 
Percentage of Joint 
Ventures 

64% 36% 

Mean 7.4% -3.7% 
 

The estimated coefficients and their corresponding significance values appear in Table 

12. I do not find a significant effect of internal reason for dissolution on EM firm’s abnormal 

returns after a joint venture dissolution announcement. On examining the effect of financial 

performance of the joint venture on EM firm’s abnormal returns due to a joint venture 

dissolution announcement, I find it to be negative as hypothesized (β = −.043, p < .05). Thus, 

Hypothesis 3 is supported. 

 
I find a negative effect when the EM firm acquires the joint venture after the dissolution 

compared to when the DM firm acquires the joint venture (β = −.088, p < .01), and no effect 

when a third party firm acquires the stake of the partner firm. Thus, Hypothesis 5a is not 

supported. This finding significantly differs from the existing literature on joint venture 

dissolutions between two DM firms, suggesting that joint venture dissolution announcements 

create positive abnormal returns to EM firm that ends up being acquired the joint venture after 

the dissolution (Reuer 2000). Joint venture acquisition literature suggests that unlike outright 

firm acquisition, a joint venture acquisition tend to create positive value to the acquiring partner 
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firm. This is because during a joint venture acquisition, the partner firm is well informed about 

the value of the joint venture assets, unlike in the case of an outright firm acquisition in which 

the partner firm may not possess such information (Kogut 1991; Kumar 2005). Thus, as 

hypothesized, I expect a positive effect of EM firm’s decision to acquire the joint venture on its 

shareholder value after a joint venture dissolution announcement. However, I find an opposite 

effect for the EM firm’s decision to acquire the joint venture on its shareholder value after a joint 

venture dissolution announcement. This counter-intuitive negative effect of the EM firm’s 

decision to acquire the joint venture on the EM firm’s abnormal returns can be explained by the 

principle differences between the DM and the EM firms with respect to joint ventures.  

A key difference between DM and EM firms in a joint venture context is that firms from 

EMs often have shallow pockets and are less resourceful when compared to firms from DMs 

(Adarkar et al. 1997). Given the differences in resources between EM and DM firms, a joint 

venture acquisition is relatively larger for an EM firm than for a DM firm. This is further 

supported by the mergers and acquisitions (M&A) literature that suggests that the EM firm 

experiences negative abnormal returns due to an announcement of acquisition during larger 

mergers (Ayabar and Ficici 2009). A second difference between the DM firm and the EM firm is 

that the DM firm brings global brands and knowledge to the joint venture and the EM firm 

supplies local market knowledge. When the EM firm decides to acquire the joint venture, the 

market may interpret it as a loss of a value creation opportunity for the EM firm after the 

acquisition. From my analysis, I find that large cap firms (asset > $10bn) and medium cap firms 

(assets of $2bn to $10bn) have negative abnormal returns after joint venture dissolution (average 

of -.6% and -.4%, respectively). However, I find small cap firms (asset < $2bn) to experience 

positive abnormal returns (average of 1.73%) after joint venture dissolution. Thus, I argue that 
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the context of present study is not just a case of asymmetric joint venture relationships between 

smaller and larger (or) less resourceful and more resourceful firms but is more specific to joint 

venture dissolutions between DM and EM firms. On the other hand, as hypothesized, I find a 

positive interaction between financial performance of the joint venture and EM firm’s decision to 

acquire the joint venture after the dissolution (β = .094, p < .01). Thus, Hypothesis 5b is 

supported. I also find a positive interaction between alliance experience of the EM firm and the 

EM firm’s decision to acquire the joint venture after the dissolution (β = .034, p < .1). Thus, 

Hypothesis 5c is supported. 

I find a negative effect of the EM firm’s alliance experience on its abnormal returns due 

to a joint venture dissolution announcement (β = −.038, p < .05). Therefore, Hypothesis 4 is not 

supported. This difference may be explained by the challenges faced by EM partner firms in 

learning from alliances. Although better alliance experience can help partner firms manage the 

joint venture better (Doz and Hamel 1998), lack of clear performance metrics for joint ventures 

may hinder the learning process (Reuer and Zollo 2005). Such a situation occurs for EM partner 

firms as their alliances are more heterogeneous and occur less frequently than other 

organizational activities. I did not find effect of age of the joint venture on abnormal returns of 

EM firms due to a joint venture dissolution announcement. However, as hypothesized, I did find 

support for positive effects when the partners have about equal equity (β = .044, p < .01) when 

compared to unequal equity. Thus, Hypothesis 7 is supported.  
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Table 12 Results of Essay 2 
 

Variable Estimate  
(Std. Error) 

Reason for Dissolution .007(.019) 

Joint Venture Financial Performance -.043(.020)** 

EM Firm Acquiring the Joint Venture -.088(.029) *** 

Third Party Acquiring the Partner’s Stake in the Joint 

Venture 

.039(.025) 

Alliance Experience of EM Firm -.038(.016)** 

Age of the Joint Venture .040(.026) 

Equality of Partner Control .044(.018)** 

EM Firm Acquiring x Joint Venture Financial Performance .094(.035)*** 

EM Firm Acquiring x EM Firm’s Alliance Experience .034(.019)* 

EM Firm Size .008(.008) 

EM Firm Age -.016(.019) 

Joint Venture Industry Concentration .038(.012)*** 

EM GDP Growth Rate -.028(.029) 

Customer Type Focus -.014(.015) 

Media Volume .000(.002) 

Joint Venture Age Endogeneity Correction Term -.063(.028)** 

EM Size Endogeneity Correction Term -.012(.009) 

Intercept .104(.116) 

*p < .10; **p < .05; ***p < .01. 
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Although I did not formally hypothesize the effects of the control variables, I did find 

significant positive effect of the joint venture industry on abnormal returns (β = .039, p < .01), 

suggesting that joint ventures that are competing in highly concentrated industries can create 

positive abnormal returns for EM firms during joint venture dissolution announcements. I did not 

find any significant effects of EM firm age, EM firm size, or EM GDP growth rate on the 

dependent variable. A summary of the hypotheses and results are presented in Table 13.  
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TABLE 13 Summary of Hypotheses, Results, and Brief Rationale 
 

Variable Hypothesized 
Effect 

Actual 
Effect 

Brief Rationale 

Joint Venture 

Dissolution (H1) 

+ + Dissolutions often result into the partner firm’s 
acquisition for future growth, and therefore create 
positive returns to the partner firms. 
 

Reason for Dissolution 
(H2) 

+ N.S Although internal factors such as achievement of 
objectives set at the beginning are positive signals 
to the market, the market may not respond 
positively to such factors. 
 

Financial Performance 
of the Joint Venture 
(H3) 

- - Markets respond negatively to dissolutions of 
profit making joint ventures that have potential to 
create value to the partners in the future if not 
dissolved. 
  

Alliance Experience of 
the EM Firm (H4) 

+ - Although alliance experience represents better 
learning, EM firms may face challenges to learn 
from alliance experience since lack of clear 
performance metrics for joint ventures may hinder 
the learning process. 
 

EM Firm Acquiring the 
Joint Venture (H5a) 

+ - Markets perceive acquisitions of joint ventures by 
EMs negatively due to the principle differences 
between DM and EM firms with respect to joint 
ventures. 
  

EM Firm Acquiring the 
Joint Venture x Joint 
Venture’s Financial 
Performance (H5b) 

+ + Prior alliance experience may signal that the EM 
firm can manage the acquired joint venture more 
effectively due to the greater knowledge of 
managing the venture. 
  

EM Firm Acquiring the 
Joint Venture x 
Alliance Experience of 
the EM Firm(H5c) 

+ + Market may perceive that EM firm can manage 
the acquired venture more effectively due to the 
greater knowledge of the venture and that can 
positively impact the future performance of the 
venture. 
 

Joint Venture Age 
((H6) 

+ N.S Although age represents better learning, EM firms 
may face challenges to learn from alliance 
experience since lack of clear performance 
metrics for joint ventures may hinder the learning 
process. 
 

Equality of Partner 
Control(H7) 

+ + Equality of partner control represents better 
coordination and market responds positively to the 
dissolution of well managed and coordinated joint 
venture.  

N.S – Not Significant.  
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Robustness Checks 

I performed a number of robustness checks. First, I estimated the model using different 

event windows to check for the sensitivity of our results to changes in event window. I estimated 

the model using two alternative event windows: (1) a three day event window consisting of the 

joint venture dissolution announcement date, the day immediately preceding the announcement 

date, and the day immediately following the announcement date; (2) a four day event window 

consisting of the joint venture dissolution announcement date, two days immediately preceding 

the announcement date, and the day immediately following the announcement date. The effects 

remain substantively similar.  

Second, I tested the effects of size of the joint venture on the short-term abnormal returns 

of the EM firms since profile or size of the joint venture can be a key factor in alliance 

announcements (Kalaignam, Shankar, and Varadarajan 2007). Unfortunately, there were 18 

missing values for this variable. However, I estimated our model with the available data and 

found that the signs of all the effects remain the same when size of the joint venture is included 

in the main model.  

Third, I tested whether using a continuous measure of equity shares of the partner firms 

changes our findings, instead of the current dummy variable. I found that the findings hold when 

we use a continuous measure of equity shares. 

 Fourth, as a check on the robustness of our results to outliers with CARs, I first checked 

whether there exist any outliers in CARs. To identify outliers, I calculated the interquartile range, 

which is the difference between the third quartile and the first quartile. Then, I multiplied the 

interquartile range by 1.5, and then added the resulting number to the third quartile (Friedman 
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2002). The result was greater than any of the CAR values in the dataset, suggesting that there are 

no outliers in the data. 

Finally, I checked if there exists any pattern of the stock market reactions to multiple 

dissolution announcement of firms since firms are likely to learn from market responses to 

earlier joint venture dissolution announcements and may manipulate the content of their 

succeeding dissolution announcements to gain positive shareholder value. However, I found that 

firms with multiple announcements experienced both negative and positive abnormal returns 

without any evidence of a clear pattern. This finding also emphasizes the need for more research 

to understand the drivers of shareholder value during joint venture dissolution announcements in 

EMs.  

 

Discussion 

Despite the growing interest of firms from DMs to enter EMs through joint ventures 

(Johnson and Tellis 2008), the recent dissolutions of important joint ventures in EMs (Adarkar et 

al. 1997; Knowledge@Wharton 2013), and the growing importance of research on emerging 

markets (Narasimhan, Srinivasan, and Sudhir 2015; Sheth 2011), there is a limited research 

available on joint venture dissolutions in EMs. Through this study, I develop a theoretical model 

and test it empirically to examine the effects of various dissolution driving factors, joint venture 

factors, post-dissolution factors, and EM firm factors on the shareholder value of EM firms, after 

a joint venture dissolution announcement.  

Upon examining the impact of joint venture dissolution announcements on shareholder 

value of the EM firms, I find that dissolution announcements create positive abnormal returns for 

the EM firm. I also find positive abnormal returns for the EM firm when the partner firms have 
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equal control of the joint venture prior to dissolution. Furthermore, I find that EM firms 

experience negative abnormal returns when they decide to acquire the joint venture after 

dissolution, but this relationship is positively moderated by the joint venture’s pre-dissolution 

financial performance and EM firm’s alliance experience. To my knowledge, this is the first 

study that focuses on joint venture dissolutions between DM and EM firms using a uniquely 

compiled dataset. This study advances the literature of B2B relationships in international 

marketing context, an important domain in marketing science (Burgess and Steenkamp 2006) 

and the findings of this study provide significant insights to both DM and EM firms, which are 

already engaged in joint ventures or planning to form joint ventures in the near future.  

 

Implications 

Theoretical Implications 

The findings of this study offer several important theoretical implications related to joint 

venture dissolution and its effect on shareholder value of EM partner firms. First, they provide 

some counter-intuitive insights about joint venture dissolutions in EMs that can advance the 

literature of B2B relationships in International Marketing context. Although existing literature on 

joint venture dissolutions in DMs suggests that partner firm acquiring the joint venture gain 

positive abnormal returns due to a joint venture dissolution announcement, the findings of this 

study suggest that EM firms suffer negative abnormal returns if they decide to acquire the joint 

venture after the dissolution. This is explained by the fundamental differences between DM and 

EM firms. Second, the findings of this study extend the existing research on alliance dissolutions 

by offering insights on the effect of alliance experience, and joint venture financial experience on 

shareholder value of EM firms. In particular, I find positive effects on EM firm’s shareholder 
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value when the joint venture had equal distribution of control among the partner firms. This 

finding suggests that there is a strong relationship between the governing board of the joint 

venture and perception of the joint venture dissolution by the investors, which is aligned with 

Upper Echelon Theory (Hambrick and Mason 1984). I also find financial performance and 

alliance experience of EM partner firms to moderate the relationship between EM firm acquiring 

the joint venture after dissolution and its shareholder value. These results further strengthen the 

theoretical foundation of the real options view in the joint venture dissolution literature. Table 14 

illustrates a comparison of results of this study along with prior findings on joint venture 

dissolutions in the context of DM-DM firms.  
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 Table 14 Comparison of Essay 2 Results with DM-DM Joint Venture Studies 

Variable Extant Research on DM-DM 
joint venture Dissolutions 

Current Study on DM-EM 
joint venture Dissolutions 

Joint Venture Dissolution 
Announcement  

Positive Effect (Reuer 2000) Positive Effect 
 
 

Financial Performance of 
the Joint Venture  

Not Studied Negative Effect 
 
 

Alliance Experience of the 
EM Firm  

Not Studied Negative Effect 
 
 

Partner Firm Acquiring the 
Joint Venture 

Positive Effect (Reuer 2000) Negative Effect (EM Firm 
Acquiring the Joint Venture) 

 
   
Equality of Partner Control No Effect Positive Effect 

 
   
EM Firm Acquiring the 
Joint Venture x Joint 
Venture  Financial 
Performance  

 

Not Studied Positive Effect 

 

EM Firm Acquiring the 
Joint Venture x EM Firm 
Alliance Experience 

Not Studied Positive Effect 

 

Managerial Implications  

This study provides several managerial implications for DM and EM firms that are 

planning to engage in joint venture or currently planning to dissolve their existing joint venture. 

Past studies have shown that most firms entering joint ventures ignore the value of post-

dissolution planning of a joint venture (Nanda and Williamson 1995). However, upfront clarity 

on how to end the joint venture and developing the right exit strategies at the beginning of the 
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joint venture will have positive consequences on the joint venture and the partner firms (Gupta 

and Wang 2013). This study provides important insights that can be used by DM and EM firms 

that are in the process of engaging in joint ventures to plan out an exit strategy as they are 

negotiating the terms of joint venture.  

From a DM firms’ perspective, one of the significant challenges they face while engaging 

into joint venture in emerging markets is finding the right partner to collaborate with (PwC 

2012). Findings from this study helps managers from DM firms to identify factors that affect 

shareholder value for EM firms. Although this knowledge about post-dissolution dynamics 

directly helps EM firms, it also provide insights for DM firms to identify partners who can also 

potentially benefit even if the joint venture gets dissolved in the future. It will help DM firms to 

negotiate mutually acceptable terms and to gain trust (Morgan and Hunt 1994) of the EM 

partner, and maintain strong relationships and possibility of future collaborations even after 

dissolution.   

From the EM firms’ perspective, the findings of this study suggest that managers should 

be forward looking at the time of the joint venture formation and plan for the future, including 

preparation for a dissolution. In particular, EM firms should consider negotiating equal or 

somewhat equal distribution of control while entering joint venture with DM firms as it is found 

to create positive abnormal returns for them at the time of joint venture dissolution.  

Moreover, the findings of the study can help managers of the emerging market firms 

choose an exit strategy for the joint venture. The findings suggest that emerging market firms 

should consider acquiring a well-performing joint venture or selling their stake to developed 

market firms or a third party. I further learn that alliance experience can help EM firms gain 

positive abnormal returns if the EM firm decides to acquire the joint venture. Therefore, EM 
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firms should consider other collaboration possibilities not only to extract the benefits of the 

venture, but also to protect their shareholder value in case other joint venture dissolves.  

Finally, findings from this study can be utilized in developing a dissolution 

announcement strategy for the EM firms. In particular, firms can choose to highlight or not to 

highlight specifics of the joint venture in their press release. For example, if the EM firm is 

acquiring a better performing joint venture, has alliance experience, and has equal or almost 

equal distribution of power in the joint venture, these information should be highlighted.  

Limitations and Future Research 

Being the first study focusing on joint venture dissolutions in EMs, it has several 

limitations that can be addressed in future researches. First, I have obtained the sample from 

India to test our theoretical model. Future research could examine the generalizability of the 

findings by focusing on joint venture dissolutions in other emerging markets such as China and 

Brazil. Second, this study focuses on the impact of joint venture dissolution announcements on 

short-term abnormal returns of the EM firm. Future studies may focus on examining the long-

term impact of joint venture dissolution on partner firm’s performance.  

Third, due to the limited availability of financial information about joint ventures in 

India, I have used profit-loss approach to measure the financial performance of joint ventures. 

Future research may adopt measures such as profitability, ROA, and ROI to measure financial 

performance of the joint venture. In the same lines, due to lack of data, I was unable to include 

joint venture information such as size and profiles in our study. Future studies may consider 

examining the effects of these joint venture factors on shareholder value if such information is 

accessible. Finally, future research may consider examining the impact of joint venture 

dissolution announcements on the shareholder value of DM firms.  
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CHAPTER IV 

CONCLUSION 

Although there is a growing interest in joint venture formations between DM and EM 

firms, and related increase in these joint venture dissolutions, extant research offers limited 

advice on the dynamics of these asymmetric relationships. Specifically, extant research has not 

examined the determinants and effects of joint venture dissolutions in EMs. My dissertation 

essays aim to bridge this research gap by (1) investigating the determinants of joint venture 

dissolutions in EMs; and (2) examining the effects joint venture dissolutions on shareholder 

value of EM firms.  

This dissertation contributes to marketing theory by advancing the literature of 

interorganizational relationships in international marketing context, an important domain in 

marketing science (Burgess and Steenkamp 2006; Hunt 2010; Spekman 2015). The findings of 

my essays provide significant insights to both DM and EM firms, which are already engaged in 

joint ventures or forming joint ventures in the near future. Specifically, the findings will help 

both DM and EM firms in partner selection, structuring the joint venture (e.g., investment, scope, 

and relative control), designing the joint venture exit strategy, and developing joint venture 

dissolution announcement strategy.  
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