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STRATEGIC MOTIVES OF MALAYSIAN FIRMS ENGAGING IN
INTERNATIONAL JOINT VENTURE ABROAD

Extensive studies show that engaging in an international joint venture is a strategic option for
firms to expand their business globally. Firms are able to create economies of scale and critical
mass; reduce risks; learn new skills and technologies from partners through engaging in 1JVs.
Malaysian government encourages local firms to venture overseas. One of the key thrusts of the
Third Industrial Master Plan (IMP23) is crossborder investment. A huge proportion of crossborder
investments by Malaysian firms are realized through engaging in 1JVs. According to World
Investment Report 2009, Malaysian foreign direct investments (FDI) were USD 2.97 bln. in 2005.
It increased dramatically to USD 14.06 bln. in 2008. The FDI was increasing at average of
124.35% per annum from 2005 to 2008. Although, ample research has examined strategic moti-
vations for 1JVs formed by MINCs from developed countries, little research has examined strategic
motives for 1JVs formed by MINCs from developing countries. This study is going to identify the
strategic motives of Malaysian firms engaging in 1JVs abroad.
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Tei Jlian Cenr, I'ypuapan Cinx IIpitam Cinx

CTPATETTYHA MOTHBALIS MAJIAM3IMCHKUX ®IPM ITPA
CTBOPEHHI CIIVIbBHUX HIAITPUEMCTB 3A KOPIOHOM

Y cmammi 6 pesyibmami amaaizy nokazamo, w0 3HA¥HA KiabKicmb aimepamypu
niomeepocye, wo cmeopeHHA CNiAbHO20 nionpuemMcmea modxce cmamu 045 gipmu cmpamezieio
6uxody Ha ceimoeuii punox. B maxuii cnocio pipmu docsaearome eghexmy macumaoy, 3nuxcyroms
PU3UKU, OMPUMYIOMb HOGI 6MIHHA ma mexHoaoeii 6id napmuepieé no CII. Maaaiiziiicoxuii yps0
3aoxouye cmeopenns CII ak écepeduni kpainu, max i 3a it mexcamu. O0Hy 3 KAl0406UX NO3UUTL 6
makiii depxcagniti noaimuuyi 3aiimae mpanckopoonne ineecmyeanns. Jlesosa 0oas makux
ineecmuuiti npunadac came na CII. Ilpami inozemni ineecmuuii Maaaizii y 2005 p. ckaaau 2,97
Mmapo. doa. CIIIA. Y 2008 p. ya cyma 3nauno 30iavumuaace — 0o 14,06 mapo. 3 2005 no 2008 p.p.
wopiune 3pocmanus I ckaaao 6 cepeonvomy 124,35%. Y poseunenux kpainax numanusam
cmeopenns CII kopnopauiamu npudiiseno 3nauny yeaey, oonax momueauiro cmeopenta CII y
Kpainax, wo po3euearomscs, 0ocaioxceno nedocmamuwvo. Tomy na npuxaadi Maaaiizii éusnaueno
cmpamecziuni momueu ipm npu cmeopenni CII 3a kopoonom.

Karouosi caosa: mpanckopOonni ineecmuyii; MincHapoOori chinbHi nionpuemcmaa.
Taba. 7. Jlim. 27.

Ten JIuan Cenr, I'ypuapan Cunx IIpuram Cunx

CTPATETMYECKASI MOTUBALIA MAJTIA3UMCKUX ®UPM I1PU
CO3JJAHNY COBMECTHBIX ITPEAIIPUATUAN 3A PYBEXKOM

B cmamve 6 pesyabmame anaauza noxkaszamo, 4mo MHO20MUCACHHAS AUMEPAMYpPa
noomeepicdaem, 4mo Cco30aHUe COBMECHIHO20 NPEONPUAMUS MOXNCem CMamo 041 Qupmol
cmpamezueil 043 6bixo0a Ha muposoil pvinok. Taxum obpazom gupmot docmuzarom 3¢hhexma
Macumaba, CHUMNCAIOM PUCKU, NOAYHAIOM HOGble YMeHUs U mexHoao2uu om napmuepos no CII.

! Faculty of Business and Accountancy, University of Malaya.
Buckingham Business School, University of Buckingham.

© Tey Lian Seng, Gurcharan Singh Pritam Singh, 2012



HOBUHUN 3APYBIXKHOI HAYKU 447

Maaaiizuiickoe npagumeavcmeo noowpsiem cozoanue CII xax eénympu cmpanol, max u 3a ee
npedeaamu. OOHY u3 KAIOHeBbIX NOUYUI 6 MAKOUW 20CY0apCMEEeHHOU noaumuke 3aHumaem
mpancepanuinoe uneecmuposanue. JIbunas 0041 maxKux uHeecmuuyull npuxooumcs Kax pas Ha
CII. Ilpamvie unocmpannvte uneecmuuuu Maaaiizuu ¢ 2005 e. cocmasuau 2,97 mapo. odoa.
CIIIA. B 2008 e. 5ma cymma 3navumenvno yeeaunuaaco — 00 14,06 mapo. C 2005 no 2008 p.p.
excezo0nvti pocm IIHH cocmaeua ¢ cpeonem 124,35%. B pazeumvix cmpanax eonpocam
cozoanua CII kopnopayusmu yoeaeno 3navumenvHoe 6HUMAanUe, 0OHAKO MOMUBAUUSA CO30AHUS
CII ¢ pazeusarowuxcs cmpanax uccaedoéana nedocmamo4no. Iloasmomy na npumepe Maraiizuu
onpedeaenvl cmpamezuqeckue momuent pupm npu cozoanuu CII 3a pybexcom.

Katouesvle caoa: mpancepanutHie UHBECMULUL; MEXCOYHAPOOHbLE COBMECIHbIE NPEONPUSMUSL.

Introduction. According to Hitt et al. (2005) and Kogut (1988a), a joint venture
(JV) is a strategic alliance which occurs when two or more firms (the parents) create
a legally independent firm to pool a portion of their resources and capabilities to
develop a competitive advantage. After forming a JV, two or more legally distinct firms
will actively participate in the decision-making activities of the jointly owned entity.
Differences between a JV and an international joint venture (IJV) are determined
by the nationality of a parent firm or the scope of operations. For an 1JV, at least
one of the parent firms must be headquartered outside the JV's country of opera-
tion, or the IJV must have a significant portion in more than one country (Geringer
and Hebert, 1989).

Prior research shows that the strategic importance of IJVs is increasing (Geringer
and Hebert, 1991; Luo and Park, 2004). Engaging in 1JVs can help firms expand their
business globally, overcome trader barriers, access to distribution network, create
economies of scale and critical mass, acquire new technologies, reduce investment
risks, earn new skills, and facilitate effective resource-sharing (Griffith et al., 1998;
Luo and Park, 2004). Inter-firm collaboration, as exemplified by 1JVs, has become a
critical part of corporate strategy and firm growth at the global market. As a result,
engaging in IJVs has become a good strategy for the firms to ensure survival and
increase competitiveness (Griffith et al., 1998; Mohr and Puck, 2005). Engaging in
1JVs gives multinational corporations (MNCs) access to markets and/or resources
(Griffith et al., 1998). By sharing resources and competences of two or more firms,
partners in a IJV can achieve strategic objectives that cannot be achieved on their own
(Mohr and Puck, 2005).

Conventionally, most of developing countries often impose foreign ownership
restrictions to protect local economy. Although, legistration in these countries has
evolved in a more liberal way since the mid-nineties, to enter and develop presence in
these countries has required, and, in most cases still requires, the formation of JVs
with local partner, particularly when the key motive of operation is to capture the
opportunities of local markets (Mohr and Puck, 2005; Lasserre, 1999). Hence, many
MNC:s from developed countries, for example, the USA, European and Japanese firms,
are engaging in 1JVs to expand their business globally (Meschi and Riccio, 2007).

According to Meschi and Riccio (2007), IJVs are full of tensions by nature. This
is mainly because 1JVs are formed between the firms with different organizational and
cultural characteristics. Thus, extensive interactions between the parent firms are
needed for successful operation of IJVs (Yan and Duan, 2003). And many firms have
learnt that the performance of their IJVs does not meet their expectations (Mohr and
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Puck, 2005; Geringer and Heber, 1991). Firms do not achieve the objectives that
encouraged them to engage in [JVs. Also, due to their growing importance for MNCs,
1JVs have received a steadily increasing amount of interest from both practitioners
and researchers (Mohr, 2006).

Malaysian IJVs. Malaysian government has encouraged both foreign and domes-
tic investors to invest in Malaysia since early 1980s. It has successfully attracted many
firms from developed countries to form IJVs in Malaysia (Ainuddin et al., 2007), such
as General Electric, Starbucks, Nokia, Shell, Johnson Controls, Camco International,
and Southwall Technologies. On the other hand, as encouraged by Malaysian govern-
ment, a great number of Malaysian firms has also engaged in IJVs abroad with their inter-
national partners to compete in the highly turbulent business world. Most of them are in
oil and gas, manufacturing, construction and services sectors.

One of the key thrusts of the Third Industrial Master Plan 2006-2020 (IMP3) is
crossborder investment (CBI). Malaysian government will continue to encourage and
support local firms to engage in JVs or strategic alliances with foreign partners, which
can result in economic benefits to the country. These include gaining access to raw
material, accessing global markets, acquiring new technologies and market knowl-
edge, and exploring new investment opportunities. The government hopes that these
investments will, in the long term, enhance the participation of these firms in the
global and regional production and supply networks. This will assist in further devel-
oping the competitiveness of local firms. According to IMP3, the promotion of CBIs
will be further intensified through the opening-up of Malaysian Industrial
Development Authority's (MIDA) overseas offices in developing countries such as in
China, India, UAE, Indonesia, Thailand, Vietnam and South Africa to manage the
promotion and coordination of CBIs.

As a result, Malaysian firms continue to expand their investments abroad during
the past few years. As shown in Table 1, the Malaysian FDI was recorded as USD 2.97
bln. in 2005, it increased dramatically to USD 14.06 bln. in 2008. The FDI increased
at an average of 124.35% per annum from 2005 to 2008. Sime Darby Bhd, Petrolieum
Nasional Bhd, CIMB group and Malayan Banking Bhd were among the companies
who expanded their investments abroad. Engaging in IJV has become one of strategic
alliances for Malaysian firms to expand their businesses globally. Although, ample
research has studied the strategic motives for 1JVs formed by MNCs from developed
countries, little research has examined the strategic motives for 1JVs formed by
MNCs in developing countries. This study is going to identify the strategic motives of
Malaysian firms to engage in 1JVs abroad.

Table 1. Malaysian Foreign Direst Investment, Selected Years (min. USD)

1990-2000

FDI flows (Annual average) 2005 2006 2007 2008

Malaysia

Inward 4,722 4,064 6,060 8,401 8,053
Outward 1,550 2972 6,084 11,087 14,059

Source: UNCTAD, World Investment Report 2009; www.unctad.org/wir or www.unctad.org/fdistatistics
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Literature review. Previous studies show that a variety of reasons encourage firms
to engage in IJVs. There are 5 theoretical approaches to explaining the motives of
engaging in IJVs: transaction costs, strategic behaviour, and organizational learning
theories (Kogut, 1988a; Ainuddin et al., 2007), resource-based and bargaining power
theories (Ainuddin et al., 2007).

Building on the above theories, there have been many studies examining the
motives for firms to engage in 1JVs. To enhance a firm's competitive advantages, it
is very common for a firm to have multiple motives for engaging in IJVs (Whitelock
and Yang, 2007). Table 2 summarizes the selected empirical studies on 1JVs moti-
vations.

As shown in Table 2, the motives for the firms to engage in 1JVs can be catego-
rized into marketing-development, efficiency-seeking and knowledge-acquiring
(Whitelock and Yang, 2007; Selekcler-Goksen and Uysal-Tezolmez, 2007; Zineldin
and Dodourova, 2005; Boateng and Glaister, 2003; Fahy et al., 1998; Al-Khalifa and
Peterson, 2002). For marketing-developing category, they include: to enter a market
faster, to gain more competitive advantages, to deter competitive market entry, to
overcome governmental trade barriers, to achieve economies of scale and to generate
profit. For efficiency-seeking category, they include: to explore global synergies with
other subsidiaries, to spread financial risks, to create technological synergy, to reduce
inventory, to reduce investment exposure, to avoid political risks or uncertainties, to
enable product diversification, to benefit from low labour costs, raw materials and
intermediate products. For knowledge-acquiring, they include: to acquire knowledge
about a local economy, politics, and culture, local market, product knowledge, tech-
nology, and managerial knowledge.

In addition, Yacob (2007) examines the motives for IJVs formed between
Western MNCs and government-linked companies in Malaysia. The study involves
managers from 5 firms which have Western-Malaysian [JVs. The respondents are
required to choose the reasons for going into JV arrangement, the results of the study
are shown in Table 3.

Table 3. Motives for IJV Formation in Malaysia

Factors Percentage
Pressure from Malaysian government 16
To spread risks 33
Convenience of associates complementary resources/facilities 72
Associates established control of facilities and channels of 56
distribution /supply

Better access to local funds 1
Preferential treatment by Malaysian government 1
Foreign associates to establish local identity 22
Other reasons 1
(For example, to allow local partner access or penetrate wider market)

Source: Yacob (2007)
Table 3 that convenience of associates' complementary resources/facilities, asso-

ciates established control of facilities and channels of distribution/supply and spread
risk are the major justifications for 1JVs formation in Malaysia.

ACTUAL PROBLEMS OF ECONOMICS, #3, 2012



HOBUHUN 3APYBIXKHOI HAYKU 451

From the studies shown above, the motives for the firms to engage in 1JVs vary.
Some of them put emphasis on marketing development, while others put emphasis on
efficiency seeking or knowledge acquiring. Yacob (2007) examines motivations for
Western MNCs engaged in 1JVs in Malaysia. However, there has been little research
concerning the motives of Malaysian firms engaged in IJVs abroad. By studying the
motives for Malaysian firms to engage in [JVs abroad, it will not only provide us with
evidence to compare whether there is difference between inward 1JVs and outward
1JVs, but also with more evidence on the motives of the 1JVs formed by the firms from
developing countries. In addition, from the government perspective, it is important to
understand fully the intentions and strategic motives of local firms venturing abroad
in order to ensure economic goals of a country are achieved.

Methodology. To ensure the content validity, the measures used in this study are
adapted from the previous studies (Whitelock and Yang, 2007; Selekcler-Goksen and
Uysal-Tezolmez, 2007; Zineldin and Dodourova, 2005; Boateng and Glaister, 2003;
Fahy et al., 1998), gone through the face validity test with 3 researchers in the area.

The revised 13 strategic motives are identified from the previous studies. The
respondents were asked to rank the top 5 critical strategic motives among the 13 strate-
gic motives identified from the previous studies, which encouraged their firms to engage
in 1JVs abroad. In order to make it easier for the respondents, they were asked to rank
the strategic objectives as "1" representing the utmost important critical strategic motive
and followed by "2" as the less important critical strategic motive compared and "5" rep-
resenting the least important factor among the top 5 strategic motives that encouraged
the firms engage in 1JVs abroad. The scale is recoded as "1" = "5", "2"="4", "3"="3",
"4"="2" "5"="1" for data analysis to compare the difference of means for all items.

The data were collected from top executives of the listed companies at Kuala
Lumpur Stock Exchange (KLSE) who have engaged in 1JVs abroad. 234 out of the
971 listed companies have engaged in 1JVs abroad (as at 23/2/2009). The survey pack-
ages, which included the questionnaire, a personalized cover letter and postage paid
self-addressed return envelope were mailed to the Chief Executive Officers (CEOs) of
the targeted population of 234 companies. The cover letter introduced the study,
explained the importance of the research, guaranteed anonymity, and provided the
researchers' contact information. To further ensure high quality data would be col-
lected, each CEO was asked to complete the survey with reference to an 1JV established
by his or her firm with which he or she was most familiar, or, if another executive at his
or her firm was better qualified to answer the questions related to the establishment and
operation of his or her firm's 1JV, to pass the survey package to that executive.

A number of techniques were employed to gain increased response rate and fur-
ther reduce non-response bias, for example, reminder letters, and the respondents
were also promised a summary of the findings on completion of the questionnaires. 4
weeks after the initial mailing of the survey package, a reminder letter together with a
replacement survey package was sent to the CEOs. After 8 weeks of the initial mail-
ing of the survey package, a second reminder letter together with a replacement sur-
vey package was sent to the CEOs.

Given the importance of persistence in ensuring a satisfactory response rate, this
process was repeated for executive directors at all the firms that had not responded
within 4 weeks of the initial mailing sent to the CEQ. That is, one month after the ini-
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tial mailing to the CEOs, executive directors at all non-responding firms were sent a
survey package, which was followed by the first reminder letter together with replace-
ment questionnaire 4 weeks later and the second reminder letter together with
replacement questionnaire 8 weeks later to those who had not responded.

77 usable questionnaires were collected after 5 months of the initial mailing of
the survey package. Table 4 shows the characteristics of the 1JVs in the sample. 77
usable surveys included 3 1JVs founded less than 3 years ago, 31 1JVs founded in
between 3 to 5 years ago and 43 1JVs founded more than 5 years ago. 60 1JVs operat-
ed in Asia, 7 1JVs operated in North America, 6 1JVs — in Europe, 3 1JVs — in
Australia, and only one IJV in Africa. Most of the 1JVs are in manufacturing (57), and
only 20 IJVs are in services. 7 IJVs' revenues were below USD 2.8 min., 34 1JVs' rev-
enues were in between USD 2.8 min. to 7.1 min. 36 of the IJVs' revenues were more
than USD 7.1 miIn. 23 1JVs consisted of two partners, 32 1JVs consisted of 3 partners,
13 IJ'Vs consisted of 4 partners, and 8 1JVs consisted for 5 and more partners.

Table 4. Characteristics of the IJVs in the Sample

Variables N %
Duration of JV
Less than 3 years 3 39
3-5 years 31 40.3
5 years and above 43 56.8
Total 77 100
Regjon:
Asia 60 779
Europe 6 7.8
Africa 1 1.3
North America 7 9.1
South America 0 0
Australia 3 39
Total 77 100
Industry of JV
Manufacturing 57 74.0
Services 20 26.0
Total 77 100
Total Sales Turnover (in fiscal year 2008)
Less than USD 2.8 mln. 7 9.1
USD 2.8 mln. — USD 7.1 min. 34 44.2
USD 7.1 mln. and above 36 46.7
Total 77 100
No. of partners in JV
2 24 31.2
3 32 41.6
4 13 16.9
5 and above 8 10.4
Total 77 100

Results. To provide relative importance of strategic motives that encouraged the
firms to engage in 1JVs abroad, mean values and standard deviations are calculated for
all items in all 77 usable questionnaires. Strategic motives for the firms to engage in
1JVs abroad are ranked according to their mean values. The data is analyzed by using
SPSS version 17. The analyzed results are presented by comparing the strategic
motives by geographical area, industry, and lastly the overall strategic motives that
encouraged Malaysian firms to engage in 1JVs abroad.
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As shown in Table 5, the top 5 strategic motives of Malaysian firms engaged in
1JVs in Asia are to generate profit, to enter market faster, to spread financial risks, to
explore global synergies with other firms, and to benefit from low labour costs. For
the 1JVs in Europe, the top 5 critical motives are to generate profit, to explore global
synergies with other firms, to spread financial risks, to acquire local market knowl-
edge, and to enter a market faster. For the IJVs formed in North America by
Malaysian firms, the top 5 critical motives are to generate profit, to explore global
synergies with other firms, to acquire technological knowledge, to enter the market
faster, and to benefit from low labour costs. The top 5 critical strategic motives for
Malaysian firms engaged in [JVs in Australia are to enter a market faster, to generate
profit, to overcome trade barriers, to acquire technological knowledge, and to bene-
fit from low labour costs. They are quite similar, all focus on profit generation.
However, as revealed by an IJV in Africa, the top 5 critical motives for that firm are to
overcome trade barriers, to enter a market faster, to deter competitive market entry, to
benefit from low labour costs, and to acquire technological knowledge. It deals more
with the local government trade barriers instead of profit generation.

Table 5. Strategic Motives by Geographical Area

Geograp- . . Mean Standard
hicaig Afea Strategic Motives Rank Score Deviation
Asia To generate profit 1 3.567 1.863
To enter market faster 2 2.133 1.918
To spread financial risks 3 1.683 1.610
To explore global synergies with 4 1.617 1.786
other firms
To benefit from low labour costs 5 1.033 1.573
Europe To generate profit 1 3.167 2137
To explore global synergies with 2 2.333 1.862
other firms
To spread financial risks 3 2.167 2.483
To acquire local market knowledge 4 1.833 1.722
To enter market faster 5 1.667 2.582
Africa To overcome trade barriers 1 5.000
To enter market faster 2 4.000
To deter competitive market entry 3 3.000
To benefit from low labour costs 4 2.000
To acquire technological knowledge 5 1.000
North To generate profit 1 3.000 2.309
America To explore global synergies with 2 2.143 1.676
other firms
To acquire technological knowledge 3 1.571 2.149
To enter market faster 4 1.571 2.070
To benefit from low labour costs 5 1.429 1.813
Australia To enter market faster 1 3.333 2.082
To generate profit 2 2.333 2517
To overcome trade barriers 3 1.667 2.887
To acquire technological knowledge 4 1.333 2.309
To benefit from low labour costs 5 1.333 2.309

ACTUAL PROBLEMS OF ECONOMICS, #3, 2012



454 HOBUHUN 3APYBIXKHOI HAYKU

As shown in Table 6, the top 5 critical motives for the firms engaged in manu-
facturing and service industry are quite similar. For manufacturing, the top 5 critical
motives are to generate profit, to enter a market faster, to spread financial risks, to
explore global synergies with other firms, and to acquire local market knowledge. The
top 5 critical strategic motives for the firms engaged in services industry are to gener-
ate profit, to enter a market faster, to explore global synergies with other firms, to

spread financial risks, and to reduce investment exposure.

Table 6. Strategic Motives by Industry

Geographical Area Strategic Motives Rank | Mean Score [5)5;111;1301‘;1

Manufacturing To generate profit 1 3.404 1.999
To enter market faster 2 1.877 1.937
To spread financial risks 3 1.790 1.709
To explore global synergies 4 1.790 1.849
with other firms
To acquire local market 5 1.070 1.498
knowledge

Servicing To generate profit 1 3.350 1.872
To enter market faster 2 2.800 1.963
To explore global synergies 3 1.350 1.424
with other firms
To spread financial risks 4 1.150 1.424
To reduce investment 5 1.000 1.622

exposure

Table 7 shows the overall top 5 strategic motives for Malaysian firms engaged in
1JVs abroad. These are to generate profit, to enter a market faster, to explore global
synergies with other firms, to spread financial risks, and to benefit from low labour

costs.

Table 7. Overall Strategic Motives of Formation IJV Abroad

Strategic Motives Rank Sl\./i?)i: nggﬁ
To generate profit 1 3.390 1.954
To enter market faster 2 2.117 1.973
To explore global synergies with other firms 3 1.675 1.751
To spread financial risks 4 1.623 1.655
To benefit from low labour costs 5 1.039 1.560
To acquire local market knowledge 6 1.026 1.478
To overcome trade barriers 7 0.922 1.723
To acquire technological knowledge 8 0.844 1.496
To reduce investment exposure 9 0.740 1.271
To deter competitive market entry 10 0.623 1.236
To acquire knowledge of local economy, politics and 1 0.468 1.131
culture

To avoid political risks or uncertainties 12 0.403 0.977
To acquire management knowledge 13 0.130 0.469
Other 14 0.000 0.000

Discussion and conclusion. Our study has examined the strategic motives of the
firms engaged in 1JVs in Malaysia. This study extends the existing literature by exam-
ining the strategic motives of the firms engaged in 1JVs. By comparing the results to
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the study conducted by Yacob (2007), the findings show that the key strategic motives
for IJVs formed in Malaysia and Malaysian 1JVs formed abroad are different.

The top 5 critical strategic motives for formation of IJVs in Malaysia were
resource sharing, access to local distribution/supply channels, risk spreading estab-
lishing establish ing local identity, and pressure from local government (Yacob, 2007),
all concerned the efficiency seeking. However, the top 5 strategic motives for
Malaysian firms engaging in 1JVs abroad concern mostly market development, which
are: to generate profit, to overcome trade barriers, to enter market faster, to explore
global synergies with other firms, and to spread financial risks. The main reason for
the difference in the strategic motives between 1JVs formed in Malaysia and
Malaysian IJVs formed abroad is mainly the driving force of Malaysian economic pol-
icy. As stated in IMP3, Malaysian government not only encourages foreign investors
to invest in Malaysia, but also encourages local firms to venture abroad. A series of
promotions have been implemented for this.

For 1JVs formed in Malaysia the key strategic motive is efficiency seeking. It is
influenced by both macro- and microfactors possessed by Malaysia (Yacob, 2007)
and ranged from political stability, economic fundamentals such as basic, reliable and
high quality, and state-of-the-art infrastructure alongside all available modern com-
munications, to relatively low-cost labor and resources, state-sanctioned incentives
and highly educated population. Many MNCs gain access to local resources through
formation of IJVs with local partners (Griffith et al., 1998).

On the other hand, the key strategic motive for Malaysian firms engaged in [JVs
abroad is market development. It is in line with the Malaysian economic policy.
According to Ahmad (2008), the structure of Malaysian exports has undergone sig-
nificant changs as it has increased considerably since 1970s. Realizing the potential of
overseas markets, Malaysian government began to encourage Malaysian entrepre-
neurs to expand their businesses and venture abroad (Ahmad, 2008). To further
encourage Malaysian firms to participate in CBI, the government further intensified
the promotion of CBI in its IMP3 through opening-up of MIDA's overseas offices in
developing countries to help local firms venture abroad and also offering incentives
for firms participating in CBI.

The findings also reveal that the key strategic motives for manufacturing and
services are quite similar. They all focus on profit generation, quick access to markets,
risk sharing, and exploring global synergies. However, [JVs in Asia, Australia, Europe
and North America are concerned more with profit generation, while 1JV is Africa are
concerned more with trade barriers imposed by local governments. The findings con-
firm that less developed countries often impose foreign ownership restrictions to pro-
tect local economy (Lasserre, 1999).

Implications. According to Meschi and Riccio (2008), every emerging market is
specific. The degree of transition varies greatly from one country to another. The
business research results generated in one country cannot be generalized to other
context. Thus, it is important to extend our research to other emerging markets as
well. Second, existing literature has studied strategic motives of 1JVs formed by
MNCs in developed countries, little research has examined strategic motives of 1JVs
formed by MNCs from developing countries. This study contributes to the under-
standing of key strategic motives that Malaysian firms, the firms from a developing
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country, engaged in IJVs abroad. Third, by comparing with prior study's results
(strategic motives for inward IJVs), it shows that there is difference in strategic
motives for inward and outward 1JVs.

For policy makers, the findings of this study can provide better understanding of
strategic motives/intentions of local firms venturing abroad. By understanding strate-
gic motives of the local firms venturing abroad, policy makers can formulate better
strategies to ensure the economic goals of the country are achieved.

Limitations and future research. This study only examines the initial strategic
motives for Malaysian firms engaged in IJVs abroad. It does not study whether the
firms have achieved their initial strategic motives in operations. Future research may
be on comparison of initial strategic motives and actual achievements of the 1JVs
operation.
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