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Abstract

International joint venture as a form of business organization has become quite important in 

the post-liberalization period. Although an international joint venture has an independent 

legal status, it is organized for the joint benefit of the foreign and local firm. An international 

joint venture, defined as an agreement about revenue and cost-sharing rules, can be designed 

to enhance the level of foreign direct investment under the presence of economic risk. For 

example, foreign direct investment in economies in transition and emerging markets may be 

discouraged by fluctuations in the value of local currency or market risk when the entire 

revenue is generated through local sales. We argue that a properly designed joint venture 

scheme between an international firm (source country) and a local partner (host country) 

may resolve such an economic incentive problem. this paper adopts a quantitative research 

methodology and in order to have a sizeable number for this study, a random sampling 

techniques method was used to select samples of one hundred and eighty (180) questionnaire 

were administered ;findings in this work shows that The major motivation for both the 

international (NA) and the local companies to enter into an ICJV is basically improve 

competitive positions, enter new markets, and share risks and (or) profits, investigation 

shows that benefits gained by both partners in an ICJV are majority learning of new cultures, 

increase in profits and risk sharing. It's also revealed that, the major risk factors that influence 

the success of the IJV is projects delay and is rank first; suggestion were made at the end for 

further studies.

1.0 Introduction

Globalisation has offered new 

opportunities for organisations  to enter 

into international construction markets 

to compete internationally (Han et al., 

2005 cited in Jamil et al., 2008) using 

international joint ventures as vehicles 

for such competitions. International joint 

ventures have been credited with a 

number of benefits including risk 

sharing (Yan and Luo, 2001), enhanced 

operational capacity (Ozorhon, 2007; 
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Adnan, 2008; Kumaraswamy et al., 

2000; Yan and Luo, 2001; Acquaah, 

2009), accessibility to new and 

unfamiliar overseas markets (Matthews, 

1999; Adnan, 2008) and increased 

competitiveness (Acquaah, 2009; 

Kogut, 1988; Gale and Luo, 2004; 

Harrigan, 1988; Lim and Liu, 2001; Yan 

and Luo, 2001). On the other hand, 

many studies in international joint 

ventures have identified IJV as a difficult 

organizational form to manage because 

of the many complexities introduced by 

the involvement of two or more 

companies from different countries, with 

differing political, cultural and legal 

frameworks, technical and managerial 

capabilities, and national economic 

environments, amongst others (Huang, 

2003).

With the increase in competition 

for business brought on by globalization 

and the opening of national borders, 

companies continue to look for ways to 

remain competitive. This challenge 

extends to the construction industry, 

resulting in several firms looking outside 

their countries for opportunities. Many of 

these companies do not plan to set up 

new offices overseas, as that brings 

high overhead expenses. It is apparent, 

however, that as investments are 

injected into developing countries and 

several new projects are considered, 

technical expertise is needed. 

Engineering and construction 

companies in many of these developing 

countries are unable to carry out larger 

projects on their own and therefore look 

firms in the developed nations for 

assistance (Tulacz 2000a).

There has been a great increase 

in the number of foreign construction 

and consulting companies entering the 

local market to conduct business. The 

most common strategy used by several 

firms originating in the United States or 

Canada is the formation of joint ventures 

with developing countries firms on a 

project-by-project basis. There are 

several risks associated with these 

international constructionconsulting 

joint ventures (ICJVs), therefore proper 

assessment and management of the 

risk should be performed before 

agreements are signed (Shen et al. 

2001; Bing et al. 1999). Most of 

countries are close neighbor to North 

America and over the past few years it 

has seen a great influx of North 

American (NA) firms competing for 

construction projects. Owing to the 

differences in management systems, 

technological practice, and cultural 

background, the construction 

operations and practices will differ for 

these regions. The firms entering the 

market in the developing countries, 

especially for the first time, should be 

aware of the risks associated with these 

differences to ensure that proper 

management tools are in place to 

evaluate, assess, and mitigate the risks.

2.0 Statement of Problem
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According to forecast, due to the 

world economic crises, Nigeria and 

other developing countries face 

lowering construction demand in home 

markets. If domestic firms want to 

sustain or grow their business, they will 

be force to search for new jobs abroad. 

These jobs are expected to be found in 

underdeveloped region exhibiting high 

speed growth, with poor infrastructural, 

lacking the latest technologies, with an 

increasing number of public as well as 

private projects. In term of Nigeria these 

areas might be markets in Western 

Europe. Nigeria in general has lots of 

entry advantage to other of its 

competitor due to language as well as 

the availability of the natural resources 

and historical background. These are 

significant consideration for entering 

into and succeeding in new markets.

Nigeria companies are facing 

slow-downs in industrial sector which 

might be followed by a critical lack work 

in their home territories. The local firms 

will be challenged to search for the new 

market in developing countries, with 

under developed infrastructures, 

characterized by lower levels of 

competition and higher returns on 

investments. The latest trends in the 

economies and industries in both 

countries are motivations for the 

following research, providing a deeper 

insight into forming international 

strategic project-based alliances, 

especially international joint ventures, 

as strategic alternatives for foreign 

market penetration.

3.0 Objectives of the Study

The objectives of this research were 

to:

i. To identify the primary 

motivations for both the 

international (NA) and the local 

companies to enter into an ICJV

ii.To determine the benefits gained 

by both partners in an ICJV

Iii.To identify and rank the major risk 

factors that influence the success 

of the IJV

4.0 Literature Review

Conceptual framework

4.1 Joint Venture Benefits

Joint ventures can offer an array 

of benefits to partner firms through 

access to new and/or greater resources 

including markets, distribution networks, 

capacity, staff, purchasing, 

technology/intellectual property, and 

finance. Often, one firm supplies a key 

resource such as technology, while the 

other firm(s) might provide distribution 

or other assets. The following are key 

resources that can be shared:

Access to markets: JVs can 

facilitate increased access to customers. 

One JV partner might, for example, 

enable the partner to sell other 

goods/services to their existing 

customers. International JVs involve 

partners from different countries, and 

are frequently pursued to provide 

access to foreign markets.
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Distribution networks: Similarly, 

JV partners may be willing to share 

access to distribution networks. If one 

partner was previously a supplier to the 

other, then there may be opportunities 

to strengthen supplier relationships. 

Capacity: JV partners may take 

advantage of increased capacity in 

terms of production, as well as other 

economies of scale and scope.

Joint Ventures may share staff, 

enabling both firms to benefit from 

complementary, specialized staff. Staff 

may also transfer innovative 

management practices across firms. 

Purchasing: As a result of their 

increased resource requirements, JV 

partners may be able to collectively 

benefit from better conditions (for 

example, price, quality, or timing) when 

purchasing. Technology/intellectual 

property: As with other resources, JV 

partners may share technology. A JV 

may also enable increased research, 

and the development of new innovative 

technologies.

In a joint venture, firms also pool 

their financial resources, potentially 

eliminating the need to borrow funds or 

seek outside investors.Taken together, 

the benefits suggest an improved 

competitive position for the JV, and 

each of the partners.

4.2 Joint Venture Risks 

There are, however, a number of 

risks related to joint ventures that can 

result in loss of control, lower profits, 

conflict with partners, and transferability 

of key assets. In fact, studies in the 

1980s and 1990s revealed failure rates 

of 49% and 47% (Bamford, Ernst, Fubini, 

2004). More recent work reports failure 

rates varying from 2% to 90%, 

depending on the partners involved (see, 

for example, Perkins, Morck & Yeung, 

2008). JV risks stem from many sources, 

including the following: Communication: 

The firms may not communicate their 

objectives clearly, resulting in 

misunderstanding.

These communication issues can 

be exacerbated by geographic and 

cultural distance among partner firms, 

and by the use of language such as ?us 

versus them?.

Strategy: The firms may have 

divergent strategies for the joint venture, 

and fail to reach a set of mutually 

agreeable objectives regarding 

business and exit strategies. Risks can 

also emerge from a lack of agreed 

processes regarding governance, 

accountability, decision-making, HR, 

and conflict resolution. Imbalanced 

resources: The firms may bring 

imbalanced resources to the table, a 

source of great conflict.

Another source of conflict may be 

that the JV disproportionately allocates 

resources among the firms. For 

example, one firm may find that its 

technology is being appropriated by 

another firm. The JV partner firms may 

have distinct corporate (and in the case 
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of cross-border JVs, national) cultures 

and management styles, resulting in 

poor integration and cooperation.

4.3 Joint Venture Risks and Due 

Diligence

Partner Risks

Devoting substantial and critical 

time and effort to locating appropriate 

candidates for a joint venture is a 

paramount step in the joint venture 

process. While an existing relationship 

with a current supplier, distributor, or 

customer may evolve into a desire to 

form a joint venture relationship, in 

instances where there is no prior 

familiarity with the prospective partner, 

information about potential joint venture 

candidates can be solicited from a 

variety of sources. These sources 

include trade associations, the 

chambers of commerce, investment 

and commercial bankers, lawyers and 

accountants and independent 

consultants, and published reports filed 

with the United States Securities and 

Exchange Commission and with similar 

regulatory agencies in other countries.

Government organizations in many 

countries (e.g., Ministry of Commerce, 

Ministry of Trade and Industry) often 

serve as good sources for foreign 

investment and joint venture transaction 

information. There is no single formula 

or quantitative analysis available for 

choosing the right joint venture partner. 

Narrowing the list of qualified 

candidates may be based on their 

financial resources, reputation, skill-set, 

expertise in technology, market access, 

labor pool, or other qualities. However, 

once appropriate candidates are 

identified, an extensive due diligence 

investigation should then be conducted 

to determine whether the prospective 

partner will provide the party seeking the 

partner with the best opportunity to meet 

its business objectives. By its very 

nature, a joint venture requires two or 

more parties or groups to partially 

integrate their skills, attitudes, biases, 

experiences of the organizations of 

each Gutterman and Brown,  of the 

partners, as well as many of the persons 

within them. Among the factors to be 

considered when choosing a joint 

venture partner are:

üC o m p a t i b i l i t y   T h e  

compatibility of the prospective partner 

with the company seeking the partner in 

areas such as the level of commitment to the 

joint venture, the size and structure of the 

prospective partner, and its underlying 

national and corporate cultures. Under the 

best of circumstances, the parties will have 

had a prior working relationship with one 

another prior to forming a venture, and will 

have some familiarity with each other. In 

more challenging circumstances, the 

prospective partner will be identified 

through a search process and due diligence 

evaluation. In these instances, identifying 

compatibility may be a slower process and 

may meet with mixed success until the 

parties establish a working synergy based on 
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their experience together.

üFunctional skills and resources  The 

functional skills and resources of the 

potential partner, as they relate to the 

objectives of the joint venture, must 

complement those of the party seeking the 

partner. If the potential partner adds value to 

the underlying purposes of the joint venture, 

that fact should be more important than a 

potential partner's areas of weakness that 

may not otherwise be relevant to the 

objectives and requirements of the joint 

venture.

üManagerial resources  The potential 

partner should have the managerial 

resources required to provide all needed 

assistance to the joint venture, specifically 

in those areas in which the partner will have 

primary functional responsibilities.

üFacilities and administrative support  

The potential partner may need to provide 

facilities and administrative support for a 

portion of the joint venture's activities, such 

as office space, clerical and administrative 

assistance, particularly, when the joint 

venture is based in the potential foreign 

partner's home country.

üGovernmental relations  If the joint 

venture requires in-country assistance, 

coordination, official approvals, and 

licenses, the foreign partner's ability to 

assist with and facilitate governmental 

relations can be extremely important.

For example, in a number of 

foreign countries, the government 

exercises actual or de facto business 

industry and administrative authority 

over local activities, agencies, and 

departments, and no venture can be 

successful without such government 

approvals and support.

Financial resourcesIn addition to 

providing any functional activities that it 

will be called upon to undertake for the joint 

venture, the potential partner should have 

sufficient financial resources to support the 

joint venture. Otherwise, an investor party 

may find itself over-budget and over-

invested in the venture in a foreign country 

with a foreign partner who can benefit, but 

cannot contribute financially to the venture.
üReputation in the market  The 
potential parties should have a solid 
reputation in the market in which the joint 
venture will operate. The reputation of the 
foreign party will facilitate the success of the 
venture. This factor is particularly important 
if the venture's success relies, in part, on the 
foreign partner having or building a 
customer base to promote the venture's 
products in the foreign partner's country. 
Once a prospective list of potential partners 
is identified, information on all of the above 
factors, as well as the specific skills and 
resources to be contributed by the 
prospective partner to the joint venture, 
should be gathered during the formal due 
diligence investigation. During this period, 
the company should focus on the overall 
strategic objectives of the prospective 
partner in entering into the joint venture, 
with particular attention being paid to the 
possibility that the prospective partner may 
ultimately use the knowledge obtained in 
the course of the joint venture to compete 
against its joint venture partner.
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Research Methodology
This paper adopts a quantitative research methodology. It involves gathering of 

data on the risk and benefits of an international joint venture in Nigeria construction 
industries. And in order to have a sizeable number for this study, a random sampling 
techniques method was used to select samples of one hundred and eighty (180) 
respondents from the study population
Data analysis

The analysis of this study was based on the one hundred and eighty (180) 
completed questionnaires which were at the disposal of the researcher which was in 
line with the objectives of the study.
Table 1
To identify the primary motivations for both the international (NA) and the local 
companies to enter into an ICJV

Questionnaires Items A SA D SD Total 

Improve competitive 

positions 

136(76%) 32(18%) 7(4%) 5(3%) 180(100%) 

Enter new markets 129(72%) 29(16%) 13(7%) 9(5%) 180(100%) 

Share risks and (or) 

profits 

137(76%) 25(14%) 19(11%) 9(5%) 180(100%) 

Access Technology 97(54%) 67937%) 10(6%) 6(3%) 180(100%) 

Total 499(69%) 153(21%) 49(7%) 29(4%) 720(100%) 

Source: Field work 2017 

From the above table 69% of the respondents agreed that the primary 

motivations for both the international (NA) and the local companies to enter into an 

ICJV are improve competitive position, desire to enter new market, share risks and 

profit and access to new technology; 21 of them strongly agreed to this notion while 

7% and 4% disagreed and strongly disagreed with the fact.

Table 2

To determine the benefits gained by both partners in an ICJV
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Questionnaires Items A SA D SD Total 

Enhancement of 

competitive position  

99 76 5 - 180(100%) 

Obtain new work, 123 41 11 5 180(100%) 

Increase market share. 119 39 12 10 180(100%) 

Learning new culture 137 19 14 10 180(100%) 

Total 478(66%) 175(24%) 42(6%) 25(3%) 720(100%) 

Source: Field work 2017 

The above table shows that, 665 of the respondents agreed that benefits 

gained by both partners in an ICJV are enhancement of competitive position, obtain 

new work, increase market share and learning new culture. While 24% strongly 

agreed with the stated fact, 6% disagreed and 3% strongly disagreed.

Table 3

To identify and rank the major risk factors that influence the success of the IJV

Questionnaires Items A SA D SD Total 

Loss because of 

bureaucracy for late 

approvals 

119(66%) 26(14%) 23(13%0 12(7%) 180(100%) 

Project delay 132(73%) 19(11%0 19(11%) 10(6%) 180(100%) 

Cash flow problems of 

client 

101(56%) 57(32%) 22(12%) - 180(100%) 

Industrial disputes 111(62%) 33(18%) 17(9%) 19(11%) 180(100%) 

Total 463(64%) 135(19%) 81(11%) 41(6%) 720(100%) 

Source: Field work 2017 
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From the table above, 64% of the 

respondents agreed that factors that 

influence the success of IJV are loss 

because of bureaucracy for late 

approvals, project delay, cash flow 

problem of client and industrial disputes; 

while 19% strongly accept the fact, 11% 

and 6% disagreed and strongly 

disagreed respectively.

Conclusion and Recommendation

This research identified the major 

criteria for, benefits of, and risk factors 

associated with forming international 

joint ventures in the. Interviews provided 

suggestions for mitigating the highest 

ranked risks. The three highest ranked 

drivers for forming ICJV are to improve 

competitive positions, enter new 

markets, and share risks and (or) profits. 

The three highest ranked benefits of the 

ICJV are enhancement of competitive 

position, obtain new work, and to 

increase market share. There was some 

correlation between drivers and benefits. 

For example, the prime driving force 

was also believed to be the most 

important benefit. The three highest 

ranked risks were loss because of 

bureaucracy for late approvals, project 

delay, and client's cash flow problems. 

Base on these, the following 

recommendation are made:

üCountries involve in IJV should 

strive to always avoid delay of project 

execution; this will enhance productivity.

üDeveloping countries should always 

be encourage to joint IJV; this will 

encourage or speed up transfer of 

technology and market expansion.
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