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Abstract

Purpose/objectives:The study considered international Joint Venture projects (‘IJV’)
and international acquisitions (for recognition purposes, the term of international
Mergers & Acquisitions ‘IM&A’ is used even though mergers are not specifically part

of the study) with a focus on automotive suppliers in the passenger car market and
regionally on US partners. The objective was to analyse how suppliers in the
automotive industry can close their strategic deficiencies through these 13V and IM&A
transactions. The regional focus on US partners was chosen, as the USA is a major
market for automotive suppliers (volumes/size and innovation-focus). The idea was to
identify, categorise, and subsequently analyse decision-making parameters of the
engagement in IJV and IM&A.

Design/methodology/approachThe research had two main areas: a general literature
review and an empirical part with a case study approach. As the research drew on a
constructivist perspective, the empirical part of the research was conducted with a
gualitative approach. At the centre were three case studies of a major German supplier
analysed in depth: one IM&A, one I3V and one ‘hybrid’ transaction. These studies
examined good practices, highlights, and challenges through semi-structured interviews.
Senior experts in the Business Units and collaboration teams involved in these strategic
projects were interviewed. Documentation reviews and the researcher's own
observations flanked these interviews.

Findings: Bringing together ideas from the existing literature, and enriching them with
insights from projects in the real automotive world, the current study contains valuable
considerations about these complex strategic transactions. In order to enhance the
deliberate use of these collaborations, the research reflected on the possible alignments
of the various parameters and strategic factors.

Contributions: The study represents a contribution to the practice and to the academic
world, since it is a study to bridge the relevant theory/practice literature with real case-
study-based insights of German-USA inter-firm collaborations in the automotive
industry. On that basis, an ‘advisory framework’ was developed to enhance decision-
making in that area of corporate strategy. It focuses on important factors to consider
when engaging in cross-border 13V and IM&A in a specific industry.

Research limitations/implications: The research results would need to be further
explored in practice, which could be the subject of future research. Limitations from the

current study stem from the chosen research design and sample size.
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1. Study background

This chapter introduces the problem and motivafmnthe current study and then
discusses its context and flow.

Introduction

There are a number of important issues underlyiregcurrent need for this study. A
global industry, such ahe automotive supplier industry, faces significahallenges
and increasing competitioand most companies cannot face these challenges. a\s

a result, one can ascertain a surgeinter-company collaborations with complex
organisational strategic processes (analysis ancisien-making) These collaborations
need to be set-up in an ethical manner, evidengecrkdent discussions on potential
anti-trust breaches of the German car manufact@rse, 2017; Ewing, 2017). Within
Europe (including Germany), the key strategy psllaf many suppliers are technology
(and access to it) and regional footprint (incinsiderations of attractive markets for
sale and Best Cost Countries (‘BCC’) for productiocation). The ultimate objective
of these suppliers is to serve their customers @affet value propositions globally.
Furthermore, in automotive the United States of Acae('USA’) is one of the key
markets facing these challenges (Berrett et all62McKinsey&Company, 2012;
RolandBerger & Lazard, 2013). This study considetsrnational Joint Ventures and
international acquisitions (as modes of equity atmdration where an investment in
equity participation is considered) with a focusamtomotive suppliers in the passenger
car market and regionally on US partners. Thesetlerekey areas that are explored
throughout the current study. The rationale fos fioicus is based on the experience of
the author and a review of existing literature tnategic deficiencies and international

collaboration in the automotive market.

The combination of these elements in the indusama regional context amnly partly
covered in existing literaturélhis led to a holistic approach to the subjecindtuded

an analysis of the literature on the relevant aspearrently available. This was then
accompanied by close analysis of the case sturhes ¢ross-border collaborations by
the exemplary Germany-based supplier, ALPHA. Thesgsactions were conducted in
the USA automotive market (n.b. that for confidaliy reasons code names were used



throughout the current study). It followed a coustivist approach with an exploratory,
qualitative methodology.

The motivation and aim of the study is ultimatedybridge management research and
practice by developing an ‘advisory framework’ fautomotive suppliers. If there is
currently a mismatch between a company’s stratagibitions and their status quo.
This concept incorporates the strategic analyssistbn-making and choice processes
of companies in the automotive industry to closeséhstrategic gaps. This closure can
be, among other solutions, achieved through intemmal equity collaborations. It is a
base assumption, that the complex strategic dafims in the automotive industry
cannot be closed with an organic growth strategyneal Therefore, the focus is on
collaboration modes that enable the partners tcefiiefrom synergies and other
strategic benefits (for example refer to Sectidro@.p. 24ff.). Hence, the purpose of the
current study is on the analysis of and choice ketwinternational Joint Ventures
(abbreviated ‘1IJV’) as well as international acdioss. Both of these modes are
comprised in the umbrella term of internationaliggoollaborations (please refer to the
relevance tree, Figure 1 on p. 8).

As for the international acquisitions, for recogmit purposes, the term used is
international Mergers & Acquisitions (abbreviatébl&A’): what it shall mean for the
current study is acquisitions only, since this s focus; further information on
terminology and definitions can be found in Sectoh on p. 24ff.). The regional focus
of the study is the USA as one of the key automeotharkets. Ideally, this advisory
framework will provide an enhanced and more detiteedecision-making process and
understanding for practitioners and a deeper utetetsg for academics. It is meant to
be an ‘ex ante’ analysis tool prior to the formatmf equity collaborations (as opposed
to an ‘ex post’ tool, which would focus on the tiraéier a successfully completed
transaction). In many situations, an inter-compeoNaboration is opportunity driven,
for example by the availability of a take-over &irgr a suggestion to jointly establish
an 1JV by a partner. However, this study intendsl#oify the choices of collaboration
tool. Furthermore, when an automotive suppliemighie ‘luxurious position’ of being
able to choose between both collaboration modesany case, it can do so more
deliberately and with a greater understanding ef ithplications of the collaboration

tools.



Auto industry with significant international challe nges

In their seminal paper, Prahalad and Hamel (198¢d “no industry is free from the
impacts of global competition” (Prahalad & Hame®94, p. 8). In fact, globalisation
has been important for the global economy for saieeades. This phenomenon
continues and gains ever more momentum. It affeadéviduals, institutions and
companies (multi-nationals as well as small andiomaedenterprises ‘SME’) as well as
whole industries (Black & Brainerd, 2002; Camufg®04; Camuffo, Furlan, Romano,
& Vinelli, 2007; Lung, 2001; Pla-Barber & Puig, 28(Puig, Marques, & Ghauri, 2009;
Rakita & Markovic, 2014; Sturgeon, Memedovic, Vale$ebroeck, & Gereffi, 2009).
For this study, automotive suppliers refer to tlersuppliers i.e. those that supply
directly to the car manufacturers, if not statdueowise.

The rapidly increasing internationalisation in thatomotive supplier industry has
further increased the need for companies to enhitweoecompetitive position and close
their strategic gaps (i.e. the difference betwéenstrategy/vision and the status quo of
a company). Academics and practitioners highligpet importance of closing strategic
gaps for the companies in the industry, if they ttarremain competitive and continue
to shape the industry in the current environmeui iarthe future. This is an important
topic since the dynamic automotive supplier induseds to adapt to its international
challenges and structural technology changes. Tttemsges and challenges result from
the automotive trends and its increasing complegkily example high dependence on a
limited number of car manufacturers, global prod{patforms gaining further
importance, cyclicality, accelerating technologicaénds) (Berrett et al., 2016;
McKinsey&Company, 2012; Melin, 1992; Michaeli, 2@t6 Ringlstetter, 2015;
RolandBerger & Lazard, 2013; Sadler, 1999; Sedgwi¥13). This is elaborated
further in Section 4.1.2 on page 115ff.

Considering all of these challenges, the automotidastry setting can be characterised
as a volatile, uncertain, complex, and ambiguouvsremment (‘VUCA'’ is a standard
acronym, originally from the decision-making litaree). Flexibility and risk
monitoring are important in such an environmentaia focus on classical concepts
such as competition, price, cost, and customers dmg limited value. This is
particularly important for strategic, long-term m@as such as inter-company
collaborations (Deloitte, 2015; Hota & Pujari, 20&aini & Khurana, 2015). For the
purpose of the current study, the focus is on #ss@nger car market (including electro-
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vehicles) as different market drivers and dynanaipply for other segments such as

commercial vehicles (‘CV’).

USA focus

The first question regarding the strategic gapsnobvation/technology and regional
footprint in the automotive industry is which matrke focus on. The major technology
hubs in the automotive industry are in Europe, dapad the USA (i.e. classic ‘triade’)
(RolandBerger, 2015; VDA, 2016). Additionally, iraent years there has been strong
volume growth in China, some growth in the USA aedline/small growth in Europe
and in the rest of Asia/South America. (e.g. RoBerder & Lazard, 2013)

It is apparent from reading strategy papers thabraotive suppliers strive for a
balanced regional footprint (access to marketshrielogy, proximity to customers,
factor costs, etc.). For European, in particularn@a, suppliers in this area, there is a
clear exposure towards the triade. Either the As@npanies seem to be a more or less
closed community (for example Japan) or they culyestill seem to lag behind in
terms of technology (for example China). In addifidapan is a less actionable market
since collaborations with third country companies potentially difficult to accomplish
(for example due to Keiretsu structures, and caltéactors; for example the Takata
rescue attempt by Japanese automotive compani2@1i/16). (Mergermarket, 2016)
Therefore, the USA remains as a sizeable and omeketwith technology potential
and dynamics. It is currently (2014-18) highly attive from an operating point of
view (volumes, growth perspectives, achievableipmérgins, etc.). Proof of the value
the USA places on innovation in the automotive spacthe number of innovations
coming from Silicon Valley companies; for exampBnogle’s presentation, and testing
of their new autonomously driven ‘Google car’. Afiloinal examples include NVidia
with their Artificial Intelligence car computer faelf-driving vehicles, or electric car
companies such as Fisker Automotive and Tesla Mofioaving a very high market
valuation exceeding some of the ‘classical OEM®Yolutionising the powertrain with
their electrical cars. In fact, with these new camps, innovation happens quite
differently to the ‘classic model’ of large corpteasuppliers (see Section 4.1 p. 120ff.).

Further evidence of the importance of US M&A antlatmration as well as the appeal

of US automotive is the continued interest of nolyduropean players but also Asian
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ones. A very recent example is the rumour abouiCRigysler Automobiles. Fiat and
US-based Chrysler, or at least its US-based Jemplpare being eyed by Great Wall
Motors and other major Chinese OEMs (MergermatXt,7b).

Additionally, the USA has a liberal collaboratio&A market that facilitates
collaboration with the firms (HSBC & PwC, 2012). Wever, this study was undertaken
prior to the current global developments such asaltbJ. Trump’s election as 45
president of the United States of America. This esak more difficult to base strategic
decisions on likely impacts (adding to the VUCA ot of collaborations in the USA).
A potential ‘Brexit’, i.e. the UK leaving the Eurean Union, might additionally affect

the automotive industry. However, this is quitedhi@r predict at this stage.

IJV and IM&A as tools to bridge strategic gaps in he automotive industry and to
internationalise

The two main challenges for automotive suppliere keeping up to speed with
technology related to global mega trends and acgeésegional and product) markets.
Consequently, there is a need to increase footpricvuntries with an adequate balance

of cost base and market potential (Sedgwick, 2013).

A strategic gap is evident when a major suppliemncd address these challenges
appropriately and there is a disparity betweerdgsred and the actual performance. In
order to successfully close these strategic gagspliers should use global strategy
approaches and internationalisation with organiowgn, as well as collaborations.

Since many automotive suppliers cannot face thesflenges alone, they enter into
inter-company collaborations in order to allevidtee pressure and gain further
competitive advantages. Two major types of collabons in the wider sense are
international (equity) Joint Ventures and interoa#il acquisitions. (e.g. Capron &
Mitchell, 2012; Melin, 1992; Sadler, 1999; Sedgwi2R13; Wirtz, 2014) See Chapter 2
for definitions of terminology in light of this sfiy (p. 24ff.). As such, these tools have
become a core element of corporate strategy (eilgjndS 1982). However, inter-

company 1JV and IM&A are complex. Setting them ungl ananaging them is difficult

and challenging, particularly in the internationahtext with additional challenges such

as culture differences, including different corgereultures. For these reasons, many of
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these projects fail or terminate pre-maturely (B&f€ 2007; Blanchot & Mayrhofer,
1998; Lung, 2001; Whipple & Frankel, 2000). Som#hats identify failure rates of 70-
90% in M&A transactions. However, this is not exsiiely the case in the automotive
industry (e.g. Christensen, Alton, Rising, & Walke2011).

The literature reveals some different findings, ahhmight be due to different research
designs, such as sample size and focus (Datta, &lem®&. Rasheed, 2002; Lui, 2001,

Lui & Lu, 2002; Slangen & Hennart, 2007). Howevamong the reasons that are
repeatedly discussed in the literature for diffi@d in collaborations relate to having

the wrong motives and making the wrong choice ofnga and related to this the wrong

choice of collaboration mode (see Table 7 on p.).1#bfact, some authors identify

insufficient analysis of collaboration options (eJy vs. M&A), as decisions are taken

opportunistically and intuitively (Dyer, Kale, & &h, 2004). In addition, previous

experience regarding one of the other collaboratnmtles sometimes seemed to pre-
determine a certain preference. The practitionadsdussed this with confirmed this

finding, for example during M&A conferences or dwgithe expert interviews (see

Section 4.2 on p. 169ff.).

Furthermore, some authors argue that the apprepdhbice and details of inter-
company collaborations depend on the situationcinedmstances (Lucks, 2017; Wirtz,
2014). In order to enhance the success of suchitagi there is some merit in
reconsidering them in the light of the specificustty and paying particular attention to
the analysis as well as the decision-making proddssrefore, this study attempts to re-
evaluate the puzzle of inter-company collaboratiothe specific setting of technology
and volume-driven strategy within the automotiver tiL supply industry and the

regional focus on the USA.

Ultimately, substantiating and supporting corpoméeision-making with management
research does not mean that managers should négdécown experience and proven
problem-solving skills as a source of evidence (Agh & Ramaswami, 1992;

Tranfield, Denyer, & Smart, 2003). On the contraaytriangulation approach to a
complex task can enhance the quality of resultsdWoods, Agarwal, Young, Jones,
& Sutton, 2004). The example of international dodieation and acquisition to close

strategic gaps between firms is definitively onehafse complex tasks.
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The research subject

Due to the considerations above, the research ubfethe current study has four
‘building blocks (see Section 2.1). It is to be stated that theeaech process began
based on the author’s experiences (please refeed¢tion 2.4 and Appendix Section 7.3
on p. 256ff.), which were then further developednirthe literature. The building

blocks then became subject of further refinemend amhancement through the

empirical phase using the experiences and expe@ftisters (Sections 3.2 and 4.2):

(1) Trends and challenges in the automotive supplystrigiuwith a focus on the
passenger car market);

(2) Cross-border focus / USA (general and automotive);

(3) Strategic gap analysis and (organisational) detisiaking;

(4) inter-company IJV and international acquisition/IM&s strategic tools

Figure 1 gives an overview of this context and hgitis the relevant subject of this
study. The left part of the figure depicts possivkeys to address strategic gaps, out of
which the international ones, addressing the iatwnal angle of the context, are
further examined, while the others are not. Inteonal JVs are highlighted in orange
and international acquisitions in red. On the righ¢ reader can see an overview of the
context in which the transactions examined in thely are embedded: the tier 1
automotive supplier market with a focus on passencgrs, and secondly the
transactions in which the partner is a US-basedpamm



Figure 1: The ‘relevance tree’ of the current study
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Limited literature coverage for the specific studytopic

The review of the literature showed that thereneatensive amount of academic and
practitioners’ papers on each of these buildingckdo However, there is hardly any
coverage of the core of the current study, i.eirtkersection of the building blocks (see
Section 4.1.1 p. 112ff.). This was the basis fer development of the empirical part of
the study.

Flow and structure of the study

In order to understand the flow and structure & study, one needs to understand that
all the elements are closely inter-linked (for epdanthe empirical part and the
literature review). Figure 2 provides the necessagrview of all upcoming chapters as
shows how they relate. After the introduction, aptler follows, that gives an overview
of the scope of research, its focus, research ignesand objectives as well as relevant
definitions. Subsequently, the three phases imdbearch sequence of the study include
the methodology of the literature review and thepeital part (Chapter 3), the
findings, and analysis of the literature review amadpirical part in Chapter 4 (Sections
4.1 and 4.2 respectively). The literature revievd l@dready generated ideas for the
analysis of the empirical data. Subsequently, timking of the findings and



interpretation is presented (Chapter 5). The adyifamework for inter-company 1JV
and IM&A is based on these findings within the @t of closing automotive
supplier’'s (technological and regional) strategapg through transactions in the USA.
Finally, Chapter 6 draws conclusions, appraisesctrgributions of the current study,

and elaborates on ideas for future research.

Figure 2: Structure and flow of the research study
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2. Scope of the research

The purpose of this chapter is to gain a deepeenstahding of the study, including its
research focus, objectives, and questions. Furihresmt presents the philosophical
underpinnings of the study and the reflections lo@ tesearcher's own professional

development and its impact on the study.

2.1.Research focus

This section further clarifies the research focdstle study by introducing the

necessary definitions of the elements being studiealr ‘building blocks’ were

analysed in this study: (1) Trends and challengethé automotive supply industry
(with a focus on the passenger car market); (2s§&hmrder focus / USA (general and
automotive); (3) Strategic gap analysis and (orggtional) decision-making; (4) inter-
company 1JV and international acquisition/IM&A agasegic tools. In that regard,
blocks (1) and (2) denote the context of the curstdy, in line with Figure 1 on page
8; at the same time also the organisational detisiaking / analysis set up can partly
be considered as part of the relevant context. EB&c¢hese blocks, which overlap in

some respects, are considered below.

The research focus is the intersection of the Building blocks displayed in Figure 3.
This central area of the crossover is purely arsithative device and does neither denote
levels of importance in the current study, nor diie®present a specific size of the
crossover.

The main blocks in the centre show the tools adrimational JV and acquisitions/IM&A
and finally the strategic gap analysis and orgdioisal and process considerations.
They are both embedded in the context of the auiemmdustry (specifically the tier 1
supplier industry for passenger cars) as well asctbhss-border angle of the USA. The
graph deliberately does not show all relations.&@mple, there is definitely a bilateral
relation between cross-border contexts and 13V &AMregardless of the automotive
industry.

The corresponding research questions (‘RQ’) addres$uilding blocks of the current

study. They are introduced in the subsequent paphgisee Table 1 on p. 12).
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Figure 3: Focus of the current study
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Source: author’'s own (2017)

Research questions and objectives

Research questions and objectives are central eterokevery research endeavour and
give structure to research projects (Dixon-Woodalet2004; Glaser & Laudel, 2010).
As stated in Dixon-Woods et al. (2004), having stidct intention of what to study is
the key to any research. As this study’s topic udtralimensional and complex, a set of

pre-defined, but open research questions weratmgtaoint for further investigation.

For the current study, the research questions (fRQd objectives (‘RO’) outlined in
Table 1 below, served as guidance. They are thermeg theme throughout the current
study. The first one deals with the choice questbrnJV and IM&A as tools and
therefore analyses the tools and motivations. Bleersd question addresses the context
in which the strategic collaborations are embedddgk third and last one discusses
strategic gaps, decision-making processes and aikign offers the previously
mentioned advisory framework with approaches tocth@ce and assessment question
between the two collaboration modes. Additionatlye table contains the research
objectives corresponding to the research questibims.main investigative approaches
are indicated too. Lastly, the table pre-emptsdimk the literature-based conceptual
framework and the advisory framework introduce&ection 4.1.2 and 5.2 of the study

respectively (see p. 164 / 217).
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Table 1: Research questions and objectives

Research Questions ('RQ") Research Objectives ('RO") Link to frameworks
of 4.1 and 5.2

RQ#1: How can a clear choice between the two RO#1: To investigate -from a constructivist perspective and using Relates mainly to step (1)

strategic development modes (ITV vs. an qualitative methods- strategic deficiencies of selected companies in ~ and (2)

international acquisition) help in closing the automotive supplier industry and potential good practices/flaws

strategic deficiencies of companies in the in their analysis and decision-making to engagein IJV and

automotive supplier industry? international acquisition, with a view to closing or narrowing those

strategic gaps within the context.

RQ#2: How do context factors, such as RO#2: To examine context factors in the decision-making process Relates to the context
industry and regional focus, affect the choice of IJV and international acquisition, with a particular focus on the indicated in areas of (A)
of IJV collaboration and international automotive supplier industry (passenger car market focus) and cross-  and (B)

acquisitions to close strategic gaps? border collaboration with US American partners.

RQ#3: How might an organisation’s strategic RO#3: To develop an advisory framework for IJV & Relates to the analysis of
decision-making process be enhanced to make international acquisition with recommendations for practitioners (2) and decision-making

more suitable and deliberate choices between IIV  and academics in order to enhance a deliberate decision-making and  process of (C)
and IM&A as collaboration modes? analysis process.

Source: author’'s own (2016)

The following paragraphs elaborate on the buildohgcks of the current study and
provide relevant definitions in order to better argland the research questions and

objectives.

Building block #1: trends and challenges in the aamotive supplier industry, with
focus on the passenger car market (context)

For the purpose of the current study, the term raative industry refers to all
companies that primarily produce, maintain or salls and/or automotive parts (in line
with Diez, 2012). Similarly, the German automotimdustry association, (Verband der
Deutschen Automobilindustrie or ‘VDA') gives the lifmwving definition: “The
definition of the automotive industry [...] enconsgas both the supplier (Tigand also
the vehicle manufacturer (Original Equipment Mawctdgers or ‘OEMSs’)” (VDA,
2012, p. 4). With regard to automotive suppliergntz and Schiereck (2008) refer to
all companies that supply goods or services diyemtlindirectly to the OEM, while the
tier 1 suppliers are those that deliver directlyhie OEM.

For the purpose of the current study, the autoreotharket and its suppliers were
narrowed down to the passenger car (‘PC’ or ‘pa§scaarket, i.e. not including
commercial vehicles. The reason for this decisays in the different nature and drivers
of PC vs. commercial vehicles, since the latteretdels on other factors such as the
global trade and economy, the construction indystiy.
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The automotive supply industry is diverse and caxpHence, there is extensive
coverage in practice-related and some academratiite. As outlined earlier, there is
little coverage of international inter-company ablbration in the specific industry of
strategic transactions with the clear objectivecltise (technology) strategic gaps. As
one of the industry’s major innovation hubs, thgieaal focus of the study selected was
the USA

The current industry trends are introduced in til®Wing paragraphs, specifically with

regard to technology. These are followed by asp#atsdustry specific to the USA and

then comments on current collaboration and conatdid trends in the industry.

Finally, the major reference point of this studye tGerman tier 1 automotive supplier
ALPHA is introduced.

Trends and technology

The automotive supplier industry is a very specifidustry since it tends to be
generally relatively mature (from an economic/conuia perspective with limited
growth potential, consolidation and equilibrium itne value chain; but also
products/technology since many products are at éhd of their lifecycle and
replacement risks are high). However, this is ndwanging dramatically for various
reasons, such as increased competitive presswrastathnologies, market entrants,
regulatory burdens, and new social mega-trendsortier to remain competitive,
automotive suppliers need to have distinct strage@nd close their potential strategic
gaps. For example, there are limited ways to addiies mega-trends and to further
internationalise their operations at the same t{(see Section 4.1 of the literature

review).

The industry needs to adapt to its challenges fiodahas particular and increasingly
complex issues such as OEMs / customers, globalupts/platform gaining further
importance, continued market growth, acceleratirechmological trends, car
manufacturers significantly reducing their suppliggise, increasing M&A activity
levels, etc. (e.g. Ostermann & Harvey, 2016; SedgwR013) One key trend is

technology and technological changes. Technologpds relate to the automotive
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product background (i.e. not production or oth@htmlogy aspects). Aspects of the
automotive industry considered particularly higbkenclude powertrain, chassis and
autonomous driving / (advanced) driver assistagstems (‘AD’ / ‘{(A)DAS’).

The ‘Fraunhofer Institut fir System und Innovati@nschung’ (‘ISI') defines ‘high-
tech’ as products that have an innovation poterdfaht least 3.5% of their value
(research and development or ‘R&D’ spent as pet oésales). Within the high-tech
sector, they differentiate between medium-high/aded technology (or ‘hochwertige
Technik’) with 3.5 to 8.0% R&D intensity and highting edge technology (or
German ‘Spitzentechnik’) with R&D intensity of >386. (Grupp, Legler, Jungmittag,
& Schmoch, 2000; Kotzeva, Brandmiiller, & Onnerfd©14) For reference, supplier
ALPHA has an average R&D/Sales ratio of approximyai8o p.a. Another definition
from the Anglo-Saxon world (Centre for Automotiveegearch) already counts R&D
intensity above 3% for example high-tech and addrpaters such as the concentration
of engineers, knowledge and the share of new ptedic Hill, Menk, Swiecki, &
Cregger, 2014).

Besides, technological changes keep accelerating.ekample, there is increasing
demand for autonomous driving products and teclgyland the advanced driver
assistance systems mentioned above as a pre-skese Tare electronic systems
integrated into the vehicle supporting the drivad aoccupants. Furthermore, safety
systems in general benefit from the increasingireqments of customers and regulatory
bodies which are passed on to the OEMs and thenatély to the suppliers. However,
within this general trend there is a lot of uncetia about which technology will
ultimately be successful (for example Light ImagDetection and Ranging / ‘LIDAR’
vs. Radar). (Gerra, Kallo, Leiker, Power, & Selmast016; VDA, 2012)

Figure 4 displays the classic automotive eco-systeshowing the mutual
interdependence between companies along the aut@malue chain. To avoid too
much complexity, only the tier 1-3 supplier segnseate displayed, even though
beyond tier 3 there are a number of further supplimtil tier,. The complexity of the
products and systems increases from left to rigimg ultimately represents the
passenger car sold to the end customer on thégfar Furthermore, it should be noted
that this structure is changing since suppliersrareeasingly specialised and OEMs are

not dominating the automotive value chain as thdyid former years. Instead, OEMs
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today are considered as a partner to suppliers Itiand others). Furthermore, new
participants have entered and continue to entest¢bae (Juergens, 2003; Ringlstetter,
2015). These new entrants are displayed aroundl#éissical value chain. Besides the
ones listed here (Electronic conglomerates, Inrargasuch as the new Silicon Valley
automotive market participants, software companiesy OEMs, mobility concept
companies and telecommunications/telematics corapprthere are more that are
coming into the market. The main steps that arectdtl are the ones surrounded by a

green square.

Figure 4: The automotive eco-system and value chain
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New OEM entrants

Consolidation in the automotive industry.

As a result of the factors described above, thezarecreased M&A and collaboration
activity levels in the industry, with a focus oni@dbut also on the USA and on Europe
(e.g. Ostermann & Harvey, 2016; RolandBerger, 2015)

One of the reasons for this surge in M&A and cadl@iion levels is the R&D focus in
automotive that necessitates financial resourcesigBts for the development of new
cars are being cut while development times arecedluAdditionally, product systems

such as axles and powertrains need to become noonpatible to collaborations for
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module multiplication and platform strategies of & Consequently, companies have
to team up to face this. (e.g. Dannenberg & Klem#a2004; Ringlstetter, 2015;
Sedgwick, 2013; Trkman & McCormack, 2009)

Additionally, because of the trend outlined abaere is a tendency towards ‘mega
suppliers’ and extended enterprises with broad ymbdortfolios and sufficient
financial resources to build true global footprirE®r that purpose, companies employ
organic as well as collaboration and M&A-driveneimtationalisation. Evidence for the
on-going consolidation in the supplier industrythe M&A activity, with over 1,000
transactions in the last five years (for exampke ¢bmulated volume of over ca. USD
130bn in the same period; average deals per ye&00aat a ca. USD 26bn transaction
volume per year) (Ostermann & Harvey, 2016). Initaid, Mentz and Laabs (2008/09)
stress the consolidation tendencies in the autematupply industry (Laabs, 2009;
Mentz, 2008). This observation is shared by Daneenland Kleinhans (2004), who
add that the numbers of companies are still higlthan fragmented supplier market.
They see this as the growth and job engine dug@ttehlevels of value-add for them as
opposed to OEMs (Dannenberg & Kleinhans, 2004)ufeigc shows the historical
development of the number of OEMs and automotiyepkers in the global market
place. By numbers, suppliers still outweigh the GEdlit the number of suppliers has
significantly consolidated too: as a matter of faloe number of suppliers had reduced
significantly by ca. 90% between 1988 and 2015. (8mgtista, 2015). Likewise, the
number of automotive car brands of the OEMs hagaed significantly (refer to Figure
52 in Appendix 7.1 on p. 231).

While OEM numbers have reduced since the 1910spvieeall number of suppliers

increased up until the 1970s after which they bégamonsolidate.
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Figure 5: Consolidation within the global automotiwe industry
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n.b. the term ‘Car makers/OEMs’ refers to the étadarge volume OEMs.

All of the outlined trends and factors outlined ed@pply to a major Germany-based
tier 1 supplier called ALPHA. This company is irdueed in more detail in Section
3.2.1 on page 79ff.

Building block #2: Cross-border focus / USA, genetlaand automotive (context)

For the purpose of the current study, a US paitdefined as the one that has desired
assets (for example primarily located in USA) amel foreign (European) partner is the

one who desires access to these assets and has moee strategic gaps. Hence, from

the perspective of a European partner and for tiveewt study, the host country

orientation (USA) is considered.

Additionally, the European-US collaboration can defined as one where the US
partner is the target/partner firm and the Europsapplier is the one who enters or
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strengthens its US presence through cooperati@cauisition. In this study, the focus
is on ‘outbound inter-firm collaborations’, i.e German company collaborating with or
acquiring another company in a different country.

All of the industry trends outlined above, paireiihvthe industry’s cyclicality and cost
or competitive pressures, encourage suppliers teenabroad, in particular to those
countries with an adequate balance of cost basenanklet potential (RolandBerger &
Lazard, 2013; Sedgwick, 2013).

As a result of the accelerated globalisation, tetdgical developments and the
automotive industry’s structure, with OEMs requegtiocal presence of their suppliers,
there is a lot of pressure on tier 1 suppliers ptinoise and extend their regional
footprints for example (VDA & IKB, 2015). In line iih these thoughts, the German
automotive association posits that there is in@@asolatility in automotive markets
and that growth happens outside of Europe. In acpresgce, European suppliers,
including the small to mid-sized companies andldénge tier 1s, need to go abroad, as
exports alone are not enough (VDA & IKB, 2015). lgtowbally active tier 1 suppliers it
Is crucial to be present internationally, in parta in the USA.

Current volumes as well as size and growth dynasypesred by innovations are two
key aspects that highlight this. The USA forms mdirthe North American Free Trade
Agreement (‘NAFTA’) with Canada and Mexico (Wirtgdtslexikon, 2016). Within
NAFTA, the USA is the crucial market; the differeisan dominance, size and volume,
cultural as well as other factors makes it hardnetke assumptions for other markets
within NAFTA (for example USA seems close to Canadturally but they are quite
different to Mexico) (e.g. E. Meyer, 2014).

The US American market is crucial for all autometsuppliers in terms of size, volume
and hence economies of scale. For example in 20&3)S automotive industry headed

for record sales. (e.g. Woodall, 2015)

Figure 6 shows the size and growth of the US Anaerigutomotive market, precisely
the light vehicle of passenger car market by nundfeunits sold. It underpins the
statement that the USA is a dynamic market withketashare of around 17-20% of

global automotive sales.
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Figure 6: US American automotive sales overview
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Source: Lache, Levin, and Salmon (2017) and Laklg, Levin, and Babikov (2016); light vehicles:
regular passenger cars, sport utility vehicles &gt trucks, not including heavy trucks and

commercial vehicles

Another fact that illustrates the importance of tH& American market is that out of the
Top 50 largest tier 1 global automotive supplie@ked by 2015 revenues), 9 are
headquartered in the USA, 1 is based in Canadantwe in Mexico. This is only

surpassed by Japanese companies and followed bya@esnes (see Figure 7 below)
(Sedgwick, 2016; Statista, 2016). Other countraggrioute between 1 and 4 suppliers.

However, almost all of the top tier 1 suppliers gtebal already and so a clear
definition of what is a US supplier cannot be drawime question is rather what
determines a company. Is it the headquarter (‘H®)he majority of sales/employees
or the listing location of a public company (foraexple Johnson Controls that have
their headquarter in Ireland but have major safeshe US and Europe as well as

employees across the globe, and public listingeatNew York Stock Exchange)?

Figure 7: US American automotive suppliers within he global Top 50
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Additionally, the USA is characterised by transpasewith regard to legal and political
systems plus almost equal treatment of domestic iatetnational companies, for
example with regard to tax issues (HSBC & PwC, 20A2 additional indicator of the

importance of the US American market for Europeamarticular German, companies
is the trade balance. The US is the most impodapbrt market for Germany (followed
by France) in 2015 with a trade volume of ca. EURMN (Destatis, 2016).

However, following Donald J. Trump election to e 48" president of the USA, the

trading policies changed with the ‘America firstligies. On the other side of the
Atlantic, it remains to be seen how business pestreact to the new situation (e.g. Boll
et al., 2018)

Another most prominent political event of 2016/h7EHurope was that the UK citizens
voted for Great Britain to leave the European Ur(i@mexit’). Both of these events, in

the US and Europe might have impact on free tradk wtimately the automotive

supplier industry and the collaboration activitieghin it (however, these are beyond

the scope of the current study).

Generally, the USA is an economic region charaseeli besides volume, by high
growth and dynamics and among the most technollbgiadvanced (HSBC & PwC,
2012). Two of the key automotive trends for the tnégcade will be autonomous
driving and active safety. In this regard, US Aroan companies and suppliers will
play a key role, resulting in the increased imparéaof automotive innovation from
Silicon Valley companies paired with the increaseyortance of software/IT in
automotive. Hence, it is strategically essential d globally active suppliers to get
access to this innovation and for talent-potentmalstay cutting edge in terms of
technology.

Consequently, the US American automotive markexjgected to grow (ca. 3% p.a.),
paired with good operating performance of the m&ksuppliers (sales growth and
EBIT margins of 6-10% (EBIT = Earnings before letgrand Tax) and strong share
price performances (RolandBerger, 2015; RolandBekgeazard, 2013).

For German companies in particular, the connectionUS-focused automotive

innovation is crucial. Traditionally, German compantend to be strong in mechanics,

an area in which US companies tend to be fast\Vi@ie (Europe leading). In the
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IT/Software area, it is the way around: US compartend to lead and European
companies tend to be fast followers. (e.g. BrowabiRowitsch & Buchenau, 2016)

JVs and acquisitions, presented in more depthemext paragraphs, can be means to
counter and alleviate some of the impact of theseds. They can also strengthen the

US footprint as they can bring further competitiess and other strategic benefits.

Building block #3: Strategic gap analysis and (orgaisational) decision-making

When a company’s strategic goals differ from iteiatpositioning, there is a strategic
gap. For example, with regard to technological pobatapabilities this can be the case.
Perlitz (2004) posits that “a strategic gap is tded when a company realises that its
potential is not enough to succeed with the objestiof the company’s management.”
(Perlitz, 2004, p. 159). In the strategic gap asialythese gaps have to be identified,
including the reasons for them, for example, ladk (R&D) capabilities, poor
management, timing constraints, corporate set-upbuatget limitations. After the
analysis of the gaps, policy makers need to analysalifferent ways to bridge them
and make decisions regarding choice i.e. whichhefdifferent ways analysed is the

most appropriate for the respective situation amdext.

Building block #4: International equity collaborations (1JV) and international
acquisitions (IM&A) as strategic tools embedded irtorporate strategy

In order to address the demands and challengdge aititomotive industry successfully
(some of them mentioned above) and to close theistieg strategic gaps, the
automotive industry companies should use globalateqly approaches and
internationalisation using organic growth and egubllaboration routes. In these
equity collaboration modes, the partners investequity, which means that they
typically get ownership rights with the implicatiosf governance rights, access to
profits, synergies, etc. This transaction type ppased to debt investments or other
contractual agreements. When choosing the equithlabayation routes, decision-
makers need to ensure that internationalisatiolaootation activities are strictly
aligned with and embedded into the overall stratpgycess (for example through
balanced scorecard approaches) of an automotiydysapmpany (C. W. Hill, Hwang,

& Kim, 1990; Melin, 1992). These strategy processheuld take into account the
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specific context of an industry, region, and compédanczak, 2005). However, in
practice the collaboration decisions are often madaitively and are driven by
opportunities rather than thorough prior strategmalysis. This can be observed and

read in the literature (e.g. Dyer et al., 2004).

Collaborations need to be well understood, in paldr the implications with regard to
the chosen collaboration, as it is usually far maifécult and complex than a stand-
alone strategy. The question of strategic decigsmaking and choice is important as it is
analysed in the context of an organisation (e.gemtardt & Zbaracki, 1992). Figure 8
shows a typical framework for the different sequadrdtrategy process phases and their
interdependences. The first key process stepategic analysis to define strategy. This
is followed by strategic collaboration / M&A anaiysf the first phase reveals that an
external partner is needed. After this analysistrategy with regard to collaboration /
M&A is formulated, which is in the focus of thisusly, since the collaboration mode is
decided. When the advisory framework is introdulegel, it is a given that the strategic
analysis revealed a strategic gap that only trougtdepth international equity
collaboration can be solved; this is where the satyi framework and focus of the
current study come in. Finally, the collaborationM&A strategy is executed.
Interestingly, Dyer et al. (2004) argue that thepooate set-up with one team dealing
with all types of equity collaborations (here J\WaWi&A) is beneficial as opposed to
different teams, as there is merit in re-thinkingiet collaboration to use in which
situation. If these decisions are based on ‘guirfgle there might be mistakes, resulting
in poor performance of the strategic endeavour.e(Dgt al., 2004) In any case,
collaboration / M&A needs to be embedded in thepooate strategy (see Figure 8).
This process overview is in line with the concepfaamework in the findings of the
literature review (see Section 4.1.2 on p. 16%h.essence, a phase of strategic analysis
is followed by strategy formulation and a collalimma and M&A strategy phase (see
advisory framework). The final step of the procdsscribes how the collaboration or

M&A strategy is executed.
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Figure 8: Schematic corporate strategy and collab@tion process

| Corporate strategy | I
v .
2 Phase of strategic
l—b{ Strategic goals }4—1 . Iysis
— h
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|
S 5 Phase of strategic
—> | Necessity of a collaborations/M&A strategy | collaboration/
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I P 1 ]
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1 | 2
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: Screening of potential L Definition of collaborations/ | | ME&A strategy =
, | collaborations/M&A targets | M&A goals and criteria | formulation
e e e e e e e e e e e e e e |
I Decision for one collaboration / M&A strategy (incl. collaboration mode) |
1 —
v
Strategy execution
I Preparation phase: Strategic assessment, partner selection | > Phase of
—> : T v 5 = : collaboration/ M&A
I Transaction phase: Due diligence, valuation, negotiations, approvals, closing | strategy execution
v
I Post-merger phase: Operative & strategic integration, cultural change |
v v
R Strategic controlling of Collaboration/M&A risk
collaborations/M&A management

Source: adapted from ALPHA-M&A-Team (2005); Deisdjller-Stewens, and Spickers (1999);
Eulerich (2009); Gomez and Weber (1989); Jansef8R0 ucks and Meckl (2002); Muller-Stewens
(2010); Picot and Picot (2002)

Strategic analysis, which is not the main focushag study, can be conducted through
analysis of the market-based view, such as Pat&f9) ‘Five Forces’ model. Another
approach can be the strategic impetus of cost ishigevs. differentiation (Porter
(1996) with the aim of gaining economies of scahlel acope or differentiation with
enhanced value-add for customers (for example tyualinnovation).

These strategies translate into motives for colafimn / M&A. They are likewise
various; for example embedded in Ansoff (1970) mdtr product and market. Central
elements are growth and internationalisation ofdbpanies, due to the importance of
economies of scale, volumes, fix cost digression, Ehis is particularly important in
the automotive industry. Collaboration is an eletagn way to support the

internationalisation of the suppliers consideredhis study. The VDA posits that the
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decision to go abroad with investments involvedsides exporting, is a key decision
and increasingly important for large, small and 4siged suppliers (VDA & IKB,
2015).

Overview and definition of collaborations in the catext of this study

There is a variety of terms for what is analysedhis study. Some authors discuss
alliance/partnership/collaboration constructs bubraad and pragmatic definition is
used for the purpose of this study: two or moretraas collaborate for a strategic
reason (see Lui & Lu, 2002; Parkhe, 1991).

The modes analysed in this study are JV and M&Aislimportant to note that

throughout the current study these terms will beduswhen they denote the
collaboration mode itself. The terms IJV and IM&feaused when there is a cross-
border angle specifically, for example a Germarpsapcollaborating with a corporate

partner in the USA.

Figure 9 shows the different types of inter-firmllaborations. The involvement of
equity investment is one of the main differentigtfactors. Within the modes involving
equity, the various possibilities of stake size aternthe different terms within the JV
and M&A categories; these are shown to the right.tRe current study, all of the sub-
forms are relevant (even thought ‘mergers’ withsib-facets are considered explicitly
in the current study). This overview correspondthwigure 1 (p. 8), which showed the

‘relevance tree’ for the current study.
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Figure 9: Overview of collaborations and entry mode

Inter-firm collaboration
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Source: adapted from Pan and Tse (2000); Wirtz4R01b. relevant modes for the study are shaded

Joint Ventures (‘JV’) definition

JVs are usually characterised as jointly ownediestfor a specific purpose, often with
limited duration. The JV partners contribute to tehicle in the form of capital,
resources, knowledge etc. and hence spread (fadanisk and benefits. The underlying
rationale is that the endeavour has greater stieogether than alone. (HSBC & PwC,
2012) A rather technical definition is given forighby the International Accounting
Standards (‘IAS’). They describe a Joint Ventur@aa®ntractual arrangement whereby
two or more parties undertake an economic actiify is subject to joint control (IAS
38).

Since equity investment, as used for this studya ikey element in the common
definition of a JV, some authors use the term ‘ggdV/’ or ‘EJV’. This is an equity-

based agreement requiring the formation of sepdegi@ entities where management
responsibilities and costs and profits are sharkgyes, 2000, p. 180). However, this

study sticks to the term ‘JV’ meaning a JV with igstakes involved.

Looking at JVs from a more technical point of viespecifically in the USA, one can
note that they can be in the form of a corporafjanseparate legal entity with no
personal liability of its shareholders and the nugbular company form in the US), a

Limited Liability Company (‘LLC’; provides limitedliability for investors) or a
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partnership (where investors can be businessentii individuals). The foundation of
the JV is based, like elsewhere, on a JV cont(Bl8BC & PwC, 2012)

Mergers and Acquisitions (‘M&A") definition

M&A are part of the external growth strategy ofampany. While the distinct focus in
the current study is on acquisition transactiondustvely, the umbrella term of M&A
will be used for recognition purposes. Howevers faragraph will nevertheless set the
scene with elaborating on some considerations onAMifinitions. Definitions of
M&A are quite broad and vary significantly. Otheutlaors, such as Bischoff (2007) for

example, discuss M&A without focusing on the mesgar acquisitions side explicitly.

Definition examples for M&A include the ones of Aeliner and Charifzadeh (2000, p.
141); Lucks and Meckl (2002, p. 23); Miller-Stewef2010, p. 4). All of these
examples comprise structural changes in corpomatéral, corporate governance, and
shareholder structure of a company because of aA Ma&nsaction. A re-allocation of
resources is usually another result of M&A activifyor example, Mentz (2008)
provides the following definition, which can be dsier the current study: in a M&A
transaction ownership, control and management asa(gartly or fully) from the target

to the acquirer.

The difference between acquisitions and mergetisaisacquisitions are transactions in
which one company buys the other (sometimes refeoeas ‘takeover’) and mergers
are transactions in which two companies join amthfa quasi-new company. Mergers,
not looked at specifically in the current studypitally denote transactions in which
two or more legally and economically independentrgas combine their activities.
Mergers are less common in the automotive suppbiggice. An example from
automotive OEMSs is the merger between Daimler angygler in 1998. (e.g. Bischoff,
2007; Kutschker & Schmid, 2010)

A majority acquisition is a transaction in whicheofor more entities) acquires the
majority of a company (target company), i.e. atste&0%. Examples from the
automotive industry include the acquisition of Sers VDO by Continental (2007),
HellermannTyton by Delphi, TRW Automotive by ZF &drichshafen AG (both 2015)
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and FTE Automotive by Valeo (2016). Minority stakequisitions could be considered
as part of acquisitions in the wider sense, evengh control is not acquired directly.

As a side note, minority investments need even ratiention than in regular majority
acquisitions for example with regard to determiniguy appropriate price, contract
drafting, partner selection, etc. (e.g. Bamberd,620As control is not acquired in these

cases, this is not a topic of the current study.

Some dimensions along which M&A activity can be reloterised further are
geographical distance (domestic, intra-region otraesegion), direction (vertical,
horizontal, concentric or conglomerate), mode (idig, hostile) and payment (share
deal, cash). Apart from the last two M&A-specifitatacteristics, these dimensions also
apply to other types of collaborations. (HockmannT&iel3en, 2002; Kutschker &
Schmid, 2010)

Another term that is frequently used besides ‘cerafon’ or ‘collaboration’ is ‘entry
mode’. This describes a situation where a compaaytsvto enter a new (geographic)
market and uses inter-company collaboration as licke For this study, both
situations, i.e. a company newly entering or havangresence, are analysed since the
focus is on strategic gap closure. This objecta loe achieved either by entering into a
new market or by considering co-operating in a reavkhere the company is already
present.

Now, the crucial question is which tool to use wh&wometimes this is merely a
question of which one is feasible or which partiaeget is available. Another limiting

factor is the available funds of the company thatnts to engage in inter-firm

collaboration or M&A activities. However, if botloals are generally available, it is
worthwhile considering the analysis process, iftipalar in a specific context, such as
the automotive supply business. This is evidenthen USA, which generally tends to
have a relatively liberal market in terms of regolas and for its companies to be
perceived as having an open mind-set regardinty@dis of collaborations. In any case,
the implications from both collaboration / inteiiact forms, need to be well understood

in order to make the best decisions possible.
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The current study therefore focuses on the intemnal Joint Venture and international
acquisitions as they ensure the necessary levabmfol and so are the most useful to
close strategic gaps. Furthermore, they are the retevant to the automotive supplier
industry in the USA and elsewhere (see Hughes, 2000

Other types of contractual collaborations, sucfraschising, are less important in the
automotive supplier industry. Franchising is moitero used in other industries, such as
the entertainment industry for example hotels asthurants, as posited by Luthans and
Doh (2009). Besides these collaborations, the mpuite collaborations of outright
sales/exports are also important. However, in shigly they are considered business
relationships, as opposed to in-depth inter-companilaborations, with all the

commitment by all partners that comes along witmnth

Furthermore, there are additional reasons why kamaense to look at JV and M&A
transactions in one approach: (1) they are the sioslar alternatives within the group
of collaborations to address the strategic gapraadh a strategic goal as well as to
establish the main characteristics of the transactmodes (e.g. risk, control,
commitment); (2) in most companies the same demamttms involved in both
transaction types; (3) similar strategic and opezaprocedures apply (for example
project reviews for top management at supplied)pften a JV ends in an acquisition,
like a pre-step to full acquisition, which is a aoon route. (e.g. Dyer et al., 2004;
Kogut, 1989; Reuer, 2002)

The next step is to look at JV and M&A more closelly and M&A (‘equity
collaborations’ in the wider sense) are both pdriwbat Starr (1991) defines as
‘strategic alliances’, as opposed to ‘tacticalaaities’ without equity commitment (Starr,
1991). In a similar way, Wirtz (2014) differentiatmto combinations in the wider sense
(including collaborations such as JV) and the dlesmse defined as pure and outright
M&A. Hennart and Reddy (1997) also see acquisiéind JV as two alternative ways of
“pooling similar and complementary assets” (Hen&aReddy, 1997, p. 1). According
to them, a JV is a good approach when the assetevést is difficult to separate from a

larger unit for example another large firm.
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As stated before, this study focuses on acquistiomnority and majority) but it uses
the umbrella term of ‘M&A’ since this is the intetionally commonly used term as a

superordinate concept.

International (or cross-border) collaborations eharacterised by partners that have
different nationalities. This broad view is not tli@cus of this current study on
automotive suppliers specifically, but will certlyicontinue to be an interesting area of
future research. In contrast to other internatisasibn strategies, within international
JV and international acquisitions there is a foousthe host country and stronger
integration levels (e.g. Kutschker & Schmid, 2010)hen analysing the USA (‘host
country’ here) from a European perspective, foaysin ‘international’ or ‘cross-order
collaborations’ (both terms mean the same), weazh) as previously mentioned, the
prefix ‘I' for international to the transaction tggo indicate the international nature of
IJV and IM&A.

Challenges of collaborations

The set-up and management of collaborations is facudi and complex task,
particularly in an international context and so snahthem terminate pre-maturely and
fail. (Blanchot & Mayrhofer, 1998; Bleeke & Erngt990; Brouthers, van Hastenburg,
& van den Ven, 1998; Dyer et al., 2004, Killing,8% 1983; Laabs, 2009; Lung, 2001,
Tallman & Shenkar, 1994; Vaidya, 2011; Whipple &akkel, 2000; Xiaosong &
Jinming, 2011) In his work in 1982, Killing refets the ‘joint venture paradoxon’

whereby managers tend to dislike JVs due to thdiicadt manageability and
complexity but see their importance at the same {iilling, 1983, p. 1).

Two of the main reasons mentioned in the literaiorewhy collaborations fail are

having the wrong motives and making the wrong aha@t collaboration mode (e.g.
Dyer et al., 2004). In order to enhance the sucokssch activities, there is merit in re-
thinking them in the light of the specific industnd paying particular attention to the
analytical as well as the decision-making procBexent prominent examples of failed
JV deals in the automotive industry include manyomter 1 automotive suppliers (for
example Bosch, Continental, Johnson Controls, aagnd) who intended to move into

batteries for electrified vehicles. Table 2 on tbBowing page gives an overview of
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recent JV examples including the year of operatilo&,perceived rationale, a short deal
description, the perceived challenges, and ultimateome. It underpins the difficulties
that automotive Joint Ventures face, and that appb international as well as domestic
JVs (e.g. the Bosch Mahle, Fisker Nanotech, orRbg Isuzu Joint Ventures). The
reasons why the JVs struggle are diverse and rlknge external challenges, such as
declining markets, to JV/partner-related diffice#tisuch as different expectations and

views on strategic direction.

Table 2: Failed recent (1)JV deals in the automotie industry

Perceived rationale/
Description

Partners (country) Name Year(s) Perceived challenges / outcome

Fisker (US) and FiskerNanotech 2017 Development and production of Excessive involvement for Nanotech (start-up/UCLA spin-off) by Fisker;

Nanotech (US) graphene batteries permitting Fisker Fisker and Nanotech continue to collaborate on the development of graphene
EMotion to have 400-milerange batteries
Bosch (DE) and Bosch Mahle 2008- Develops and manufactures Failure to achieve economies of scale due to difficult market conditions and
Mahle (DE) Turbo Systems 2017 turbochargers strong competition—JV to be sold to Asian PE FountainVest Partners, which is
(BMTS) convinced that the turbocharger market will continue to grow given its key role
in emission reductions
Continental AG (DE) SK Continental 2013- Create a supplier of battery systems Low sales volumes in comparison to competitors and failure to achieve
and SK Innovation E-motion 2014 economies of scale; SK Innovation took over South Korean assets of the JV
(KR) and Continental over the German assets
Bosch (DE) and SB LiMotive 2008- Joint development and productionof ~ Differences in expectations and corporate culture — end of the collaboration ;
Samsung (KR) 2012 lithium-ion based batteries Assets shared between the former partners and JV absorbed by Samsung
Magna (CA-AT) & 2010 Joint production of lithium-ion Three party JV (GS Yuasa, Mitsubishi and Magna) creation unsuccessful;
GS Yuasa (JP) & batteries for electric vehiclesin however, further cooperation between Magna and GS Yuasa
Mitsubishi (JP) Europe and North America
Bosch (DE), GS Lithium Energy ~ From Joint research & development and Still active
Yuasa (JP) & and Power 2013 production of lithium-ion based
Mitsubishi (JP) GmbH & Co. batteries
KG
Johnson Controls Johnson 2006- Develop and manufacture lithium- Disagreement about the future and the scope of the parameters — legal dispute;
Inc. (IE) & Saft Controls-Saft 2011 ion motive battery solutions Johnson Controls acquires the remaining stake from Saft in 2011
Group SA (FR) PR
Power Solutions
LLC (JCS)
Fuji Heavy Industries Subaru Isuzu 1987- Share of production facilities in the Significant decline of Isuzu SUV vehicle sales in North America; shares held
(JP) & Isuzu Motors Automotive 2002 Us by Isuzu Motors in SIA were transferred to Fuji Heavy Industries
JP) (°SIAY)

Source: author’s own (2017); based on industryaiese n.b. this overview represents a selectioh wit

no claim to be exhaustive

In addition to the respective deal-related infolioratgiven in the table, according to
public statements, this was due to deteriorateddmtalyed market growth expectations
for e-mobility in Europe, different objectives asttategies for the JV and differences
between the partners. Another automotive -collabmratfailure is the battery
collaboration intended to be forged under leadprshiDaimler AG. No one wanted to
join the collaboration, so the collaboration contit even be started. On the other hand,
a positive example is the joint acquisition tratisecby Audi, BMW and Daimler in

acquiring the Dutch mapping company ‘HERE’ from Mok 2015 (n.b. the company,
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iIs now a JV of all three OEMs, plus Bosch, Conttagnintel and Pioneer who joined
the group of owners later. After the acquisitiorERE continues to follow the growth
path and remains acquisitive, for example through acquisition of the company
Micello, a provider of indoor maps (HanserAutometi2018). Hence, the engagement
can be considered a strategic success for the ltieey, as it reduces the owners’
dependence on other mapping companies, such adeGags. (BMWGroup, 2015;
Haegler, 2015; Mergermarket, 2017c, 2018b)

However, it remains to be seen if this is a lorgjiey engagement since, as outlined

above, the majority of JVs fail prematurely.

IJV and IM&A specifically

There are three key ways to differentiate betwbesd approaches. One is the choice of
partner: a partnership between competitors is Zomtal’, otherwise it is ‘vertical’. For
example, Burgers, Hill, and Kim (1993) and Dussaagd Garrette (1995) focus on
vertical partnerships between partners at diffestanjes of the value chain. This type of
collaboration between partners at different stdpb® value chain seems to be the pre-
dominant form within the automotive supplier indystRecent examples of these
activities at ALPHA include a R&D collaboration asdbsequent M&A discussions of
a supplier with a US-based active suspension saré& JV collaboration with a Chinese
OEM in the chassis space and the licensing of resstngssion product to a US OEM.
Figure 10 shows this systematisation. The main dgio;s of the figure are the
different steps of the value chain between collatbon partners and domestic vs. cross-
border deals, in the figure the quadrants thatrelevant for this study are shaded in

beige that is the horizontal and vertical intermaail collaborations.
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Figure 10: Systematisation of collaborations in th@automotive value chain

Between Tier- . . . .
1 suppliers Domestic collaboration International collaboration
horizontally horizontally
Between . . . .
different steps Domestic collaboration International collaboration
of value chain vertically vertically
1

Domestic ) International

Source: adapted from R. Smith and Walter (1998)G@ewtral Bank (2000); n.b. relevant modes for the

study are shaded

A second line of thought links inter-firm collabticem modes to entry into markets
abroad and internationalisation. Consequently, tdren ‘entry modes’ is frequently
used. In its broader sense this furthermore encesasaorganic entry modes such as
Greenfield investments (e.g. Kutschker & Schmidl,®0

A third common distinguishing factor is the sep@matinto non-equity and equity
modes, with their different levels of commitmergsaciated risk, etc. (Luthans & Doh,
2009; Pan & Tse, 2000; Wo6he, 2005) In particulatright M&A as the ultimate form
of ‘collaboration’ leading into the combination o companies is a special form of
collaboration. As such, it is posited that M&A isséructural, permanent way to
cooperate and can be differentiated from less cdtadhistrategic alliances, that are
between firms to reach a common goal (Bugnar, Mge&t®etrica, 2009). For example,
Dussauge and Garrette (1995) explicitly exclude M&a#nsactions, that lead to the loss
of autonomy of one partner, from their analysis.

For the purpose of this study, a taxonomy basedh@nthird way of differentiation
shown in Figure 11 (on the next page) applies. fohas on either the home or the host
country differentiates the collaboration modes. otieer differentiating characteristic is
how the collaboration modes are located on theimoumtin of risk, commitment, and
control. As the exposure towards the host coumicyelases (which tends to be the case

for equity collaborations), the level of controiskk and commitment increases. The
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location of each collaboration mode on the contmwaf the dimensions of increasing
or decreasing control, commitment, and risk is ghanwFigure 11 (cf. Figure 9 on p.
25). Furthermore, as discussed, the analysis ewinethe JV collaboration / entry
mode and the international acquisition as the medevant to ensure closure of strategic

gaps in the automotive supplier industry. (Pan & TX00; Tse, Pan, & Au, 1997)

Figure 11: Commitment levels of international coll@oration modes
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low Share of capital and management in » high
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Source: adapted from Meissner and Gerber (1980Pandand Tse (2000); n.b. relevant modes for the
study are shaded; the size of the squares doedemate the relevance or size of the modes, this is

merely for illustrative purposes to show that intgional acquisition are part of the IM&A family

Collaboration and M&A activity need to be considkkeithin the context of a specific
industry (e.g. Hagel, 2006). In the context of auttive suppliers, products are
tangible, often difficult to ship and/or safetytmal, and knowledge driven.
Additionally, the industry is driven by price andality and therefore localisation is
often unavoidable economically or explicitly reqieesby OEM clients. For this reason,

it is part of the literature review and empiricabdysis (see Chapter 4).

Moving one level deeper in the analysis, the follgyvparagraphs will present some

definitions of the key co-operation modes in thigly.
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2.2. Significance of the research

In the available literature on international intiema equity collaboration there is either a
different focus (than the one of the current stualy)vell as a tendency for quantitative
or descriptive analysis. This became evident thnoegtensive literature review (see
Section 4.1 on p.112ff.). Hence, the current stisdynique in its approach and research
focus.

In that regard, the purpose of the current qualgaimultiple case study was to
determine which factors are essential in analysisdecision-making to improve inter-
firm collaboration (see Chapters 3 and 4). Thes@irral findings were used to
substantiate, validate, enrich, challenge, and mgeghdhe findings from an in-depth
literature review in the field. The goal was to eéep an advisory framework for
academics and practitioners in the area. Foundafamthe study are the analysis and
presentation of IJV and IM&A with their charactéics, and motives. The similarities
and differences of the two collaboration modes vwase looked at along selected the
transaction-related criteria that are availablasystemise the collaboration modes, e.g.

risk, commitment, and control implications.

The results of the study have implications for ptamers and academics in the
automotive supplier industry that face strategipsgan their companies and intend to
pursue inter-company equity collaborations in otdeaddress these. The study is well
founded on academic research and theories, sulaséghand backed-up with in-depth
insights from selected automotive companies andtrdmesaction case studies. It can
therefore help to improve and make more delibesttategic analysis and decision-
making as it takes into account the context of dlmtomotive industry and makes
recommendations on how to enhance success raties obllaborations. Furthermore, it
should help to improve the success of Europeandimerican managers in their
respective 1IJV and IM&A efforts. The advisory frammk was cross validated with

experts in the field, my doctoral supervisors arehrbers of an Action Learning Set of

the university of Gloucestershire (‘ALS").

For elaborations on the current study’s limitatiogee Section 5.3 on page 218f.
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2.3. Philosophical stance

The following section will present the researchagaym underlying the current study
and then illustrate and compare different reseaggbroaches and their philosophical
fundaments. Finally, it will introduce the studysethodology, discussed further in
Chapter 3.

Research paradigm underlying the current study

A brief systematic overview of the research panadigphilosophies, and concepts was
made in order to conduct a thorough and sound sisalyf the various research
approaches. For example, Creswell (2013) argueis a@helear research strategy is

necessary when conducting research.

The notion of paradigm is determined by underlyibgliefs, assumptions and
perceptions as well as the researchers’ share@saline researcher follows their own
paradigm when conducting research as it lies ah#zat of how they view knowledge
and gives guidance for research (Foucault, 197@aGu Lincoln, 1994; Hatch, 2002;

Kinash, 2006; Kuhn, 1962).

In his seminal work, Guba (1990) posits that thkowaing three pillars determine
research paradigms: Ontology (the study of beirdytha view on the nature of reality),
Epistemology (the study of knowing and the way tocaver knowledge) and
Methodology (the study of the strategy of how tadfout things, i.e. the set of research
approaches and scientific techniques). Specifichous, such as techniques for data
generation and its analysis are derived from théhaa®logy. In any case, a distinct
philosophical underpinning is important to condsciund and diligent research in
management science (as in other areas). Otherdis&jssions centre on procedural
levels only and lack the necessary underlying dapth justification. One example is a
‘black-and-white’ discussion of whether to use duative or qualitative methods
(Ciao, 2011; Creswell, 2013).

In recent years, the word ‘paradigm’ has been oged and misused, in particular in

combination with the term ‘shift’. For example, tile manufacturing and design sector

4D printing is now being postulated as the newdpaym shift' (after 3D printing; @
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dimension being time: to ‘print’ objects that cas@amble themselves or re-shape over
time), or the increasing focus on ‘e-mobility’ (i€ectrified driving) in the automotive
supplier sector (Pei, 2014; Tuohy, 2008). In bo#ses, ‘paradigm shift’ refers to
transformation of an industry sector but missesottiginal meaning of the term (Hatch,
2002).

My own research paradigm

In order to discuss the choice of research appraaelsearcher has to firstly identify his
or her underlying research paradigm (e.g. Holdelny&ch, 2004; Trauth, 2001). Many
discussions on definitions, terminology and intetations as well as selection of
research paradigms have been conducted for thgoper(Creswell, 2013; Easterby-
Smith, Thorpe, & Lowe, 1994; Hassard, 1991; Knox0£& Sarantakos, 2012).
According to Knox (2004), methodology should follghilosophy and not the other

way around.

Prior to embarking on this doctorate ‘cruise’ (eusaritime metaphors occasionally to
illustrate thoughts and concepts), | found myselifoonted with considerations of my
underlying (philosophical) basis to give guidanoel airection to the doctorate study,
like a compass at sea. | have undergone a fundahwrgnge from a pragmatic realist
to constructivist/relativist (see Section 2.4 ofe tistudy and my description of
academic/educational background and managemeatistppendix 7.2 and 7.3 on p.

231ff.). The reasons for this are newly gainedghts and reflections on the following:

Ontology: | am a constructivist since | believe that indivals in groups create reality
and that context is crucial to understanding. T&iparticularly important in complex
management research.

Epistemology Discovery and interpretation of the underlyingamieg of events and

activities as there is not one truth but subjettivi

For me, it became therefore obvious during the rfesdof the doctoral programme that
the constructivist paradigm best represented mw \oé the world. This paradigm is
justified by my belief in context, interpretatiomdasocial interaction and the aim to

discover meaning as well as to gain a deep unaelisiq of the researched matter.
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Consequently, | can be classified as a constristtreisearcher with relativist ontology
and subjectivist epistemology. (e.g. Burrell & Marng 1979; Guba & Lincoln, 1994;
Hatch, 2002)

Three main management research approaches weneseshah order to decide on an
approach prior to reaching this conclusion and ha tourse of finding the right
paradigm and philosophy. These were, firstly tbenstructivist secondly the
interventionist(as apragmatic approach; see Appendix for further informationd an
thirdly the realist (see Appendix for further information, since thiseois not in-line
with my research paradigm). All three are basedpetific philosophies with different
ontological and epistemological assumptions. Thet ind the third approaches cover
the two main contrasting positions in researcherprietivism and positivism (Ciao,
2011; Easterby-Smith, Thorpe, & Jackson, 2008). Tim@e recent interventionist
approach is usually based on pragmatism but it alan fit into the interpretivist

philosophy.

Even though some authors still see “paradigm wagosig on (Shepherd & Challenger,
2013, p. 226), particularly between the extremes ealigts vs.
interpretivists/constructivists), most authors syly suggest bridging the approaches in
a multi or mixed methods approach in order to m#eémand promote advances in
research. Promoters for mixed method approacheBlases and Knutsen (2007), who
“encourage methodological pluralism” (Moses & Krarts 2007, p. 288). Other
academics push for clear boundaries of the paraigrance one can note that the
discussion of school of thoughts in research igrtan over (e.g. Bhaskar, 2010; Norris,
1996).

Link to research philosophy and methodology of theurrent study

After clarification of the philosophical backgrounthe specific choice of research
strategy is a complex function of various paransetgrart from the research philosophy
(see Section 3.2 for in-depth information on methogy choices and their reasoning
(p. 60ff.). Other factors also play an importanersuch as the cultural background,

history and experience of the researcher, the gtonal set-up, the personal and
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evidential properties (for example networks, audes), the financing of the research
and political properties (e.g. Buchanan & Brymad0?2).

After careful consideration and analysis of theio#s research methodologies, |
decided to conduct case study-based researchnwitaiqualitative research sphere (for
further information see Section 3.2, p. 60ff.).

A qualitative research method is appropriate fer study because the approach allows
an explorative and in-depth analysis. The multgdse study design is appropriate for
the study because establishing an equity collalooras a business process and the
multiple case study design provided the meansuesitigate this complex process while
retaining the real-life characteristics of the msses in the company under study
(Reddy, 2015; Yin, 2003).

With regard to data generation and analysis, timagry methods are expert interviews

paired with documentation reviews and observatidhg. analysis is conducted through

text coding and heuristic analysis. The samplehef dase studies was determined by
rigorous criteria with a geographical focus on tH&A (see Section 3.2.1, p. 83ff.).

After having developed a personal strategy for mgpwith the philosophical
fundamentals of research and having identified onyological and epistemological
views, the following thought related tmy view on management research and my
research topicmore specifically. The current study deals withatgtgic transactions,
which are characterised by high levels of compjesibd individual processes. Each
collaboration transaction is unique with its owmeélts and problems, for example
strategic rationale, context, timing, partner étchould be considered ideographic, i.e.
context specific, with a focus on the ‘flow of exigaces’ rather than be considered
robust and with static structures. Furthermoresehgrocesses involve many different
stakeholders, sometimes with conflicting interedtar example, headquarter vs.
business division perspective mean that for mamgelacompanies, the set-up of
collaboration project teams is often a joint effoftcentral department and business
division experts.

The last part relates tay role as researche&ince | am a practitioner in the field of my

research topic, | considered an emic approachdddpic i.e. where the researcher is
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part of the system and researched area. (e.g.rH&li@oghlan, 2013; Trowler, 2011)
(see Section 3.2.1 on p. 65f.)

At the same time, | encountered significarternal barriersto conducting an active or
interventionist approach, since the transactionslyaed are of high strategic
importance and do not represent an opportunityotalact a change-based approach,
and | see the risk of personal bias, which | ainrkéep at a minimum. Therefore, |
considered an emic approach but at social distamgieh gave the research subjects a

high level of personal responsibility.

Another reason why | could not use an intervensibapproach relate to the nature of
international JV or M&A projects. They are cructal a company’s development and
they cannot be altered for research reasons arehtdty endanger the projects.
Therefore, it would be almost impossible to gethieeessary releases. Another matter

is timing as many projects and their decision-mgkake a long time.

Based on these considerations, | concluded thamib&t appropriate method for the
current study and its context would be a qualigatwvith a constructivist stance.
Furthermore, the selected approach should add valkeowledge, as previous studies
showed a tendency towards quantitative approadthessed on quantitative hypothesis
testing and were rather descriptive (as outlinetthénliterature review, see Section 4.1.1
on p. 114f.). In other areas, such as project mamagt research, the focus is more on
subjective and interpretative approaches, suppmpitie idea, that this can add value
(see Biedenbach & Miiller, 2011).

An example where constructivism is important forliggenaking is international
relations, as it stresses that the key aspect@&fiational systems is social and based on
ideas rather than material forces. In this areastroativism gained much momentum
after the end of the Cold War (see R. Jackson &i$amn, 2012; Van der Pijl, 2009).

The connection of research philosophy and the @gbrased in the current study is
summarised and presented in the Venn diagram imr&idg2, which shows my
respective position in terms of ontology, epistemgyl and methodology as a

constructivist researcher. An important elementkdoh to methodology is the
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researcher’s view on values and ethics (Axiologyiis is also an important element in
this study and is discussed under Section 3.2.Temine research methodology of the

empirical work is presented.

Figure 12: Research paradigm underlying the study

Research
Ontology: paradigm
SUBJECTIVE / RELATIVIST
Epistemology:
CONSTRUCTIVIST Methodology (& Axiology):
QUALITATIVE METHODS

Source: author’'s own (2016), adapted from Guba @L2hd Creswell, Plano Clark, Gutmann, and
Hanson (2003)

2.4. Reflective professional practice

This section provides a summary on the insighte mly academic journey and its

influence on the research topic and the approatheo$tudy.

| would like to share my reflections on my professil development and its influence
on the current study. For further information, Ssetion 7.3 page 256ff. in which the
authors research journey is described with pardgmpthe past, present and future
along the lines of a virtual sailboat cruise, agalss to a research journey.

Taking one step back in this summary section, tieial question one might ask is,
‘Why does management research into strategic ouerpany collaborations in
automotive matter?’. The answer to this questiosukhbe twofold: Why is the topic
important generally? Why does the research topitemto me as a researcher?

The issue of the general importance of the topis wddressed in the introductory
Chapter 1. Additionally, as a professional pramtiér and senior manager in the field of
the research topic | have continuously come acsbssegic questions concerning

collaborations. In addition, on some occasionsi@‘professional world’ there seems to
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be a lack of regard for systematic analysis oftafji@as, motives and international
collaboration options as well as decision-makinggstb execution practices and

monitoring of success.

For these reasons, | decided to approach the itopider to develop a more systematic
and profound approach to the strategic analysta/ofparticularly prominent and often
used tools in collaborations; international JV antkrnational acquisition. This was
also intended to relate to decision-making, witle thtimate goal to contribute to
management science, narrow the academic gap ifieldeof study and to ultimately
add value for academics and practitioners activberfield of collaborations.

Therefore, | critically reflected on my own professal development during the
doctorate. | always reflected on three differend amostly interdependent dimensions:
(1) the academic; (2) the professional; and (3) phneate life. This triangle of
dimensions is shown in Figure 13. It also servesttacture some of the summary
reflections in Figure 14, the ‘doctorate lighthcudehese dimensions will accompany
the reader as a recurring theme throughout othes pé the study (e.g. axiology and
ethics issues, Section 3.2 on p. 60ff. and Appe&dtion 7.3 on p. 256ff. on personal
reflections). It summarises the highlights of peedoexperience and developments in
these three dimensions during the research jouandyhow beliefs, paradigms, ideas,
and approaches were refined and sometimes chanvgedime. Thus, it reflects on the
impacts on me and on my study. Where appropridtect®ns on the organisation in
which | work (European tier 1 automotive suppliare also mentioned. All three
dimensions are strongly related and depend on ether. The private dimension was
added to the reflections, as the personal backgraialso important to understand the
first two dimensions. After all, personal and ps#i®nal experience both affect
research and the question is how to place and ibenefn that experience most
effectively (Morse & Richards, 2002). Reflectionpeebring awareness of the fact that
the researcher is part of the process and thuss Helpmanage subjectivity issues
(Etherington, 2004; Mays & Pope, 1995).

At this point, | would like to also re-iterate thhathad no personal agenda for this

research study and project and it was conducteah iexplorative and open-ended way.
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Furthermore, | had no financing from third partiesich ensured my independence as a
researcher.

Figure 13: Triangle of reflection dimensions

Academic/
Doctorate

RE-
FLECTION

Professional

Source: author’'s own (2015)

All the experiences related to these three dimessivave paved the way for some
changes and new perceptions in my life and itsripies as well as time management
(Beckhard, 1969; Lewin, 1946).

A summary of all the reflection dimensions durihg past, present and future is shown
in Figure 14 — using the lighthouse metaphor. triganised in a matrix format. While
the rows represent the three reflection dimensitres,columns represent the different
times looked at. From left to right, the past reprgs the time before the doctorate,
followed by the present of the doctorate phaseimaliely, on the far right, some
considerations about the future and a predictionpaotential future developments

complete the picture (for further information pleasfer to Appendix 7.3 on p. 256ff.).
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Figure 14: The doctorate lighthouse

Academic/
Doctorate

Professional

Private

PAST

= German master/
studies abroad

= International strategy
topics

= De-facto realist

* Investment banking
(as adviser)

* In-house manager
collaborations/ M&A

= Automotive / other
industry experience

= Various changes
(environment,
location, etc.)

= International
experiences

PRESENT

* Doctorate research

= New views:
philosophy &
methodology

* Changein research
paradigm

= Now, on the principal
side, closer to decision
making and strategies

* Further automotive
experience

= Private projects
including real estate
investment, girl-friend
moving in, marriage

* Time management
gaining further
importance

FUTURE

= Potential further
university and
academic
involvements

* Implementation of
analytical framework
in practice

* Directorship within
the organisation

= Family foundation
= Settling down

Source: author’s own (2015); n.b. MH = Michael Hadee author)
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2.5. Summary and interim conclusion

The research focus, the three research questindplgectives were introduced in the
second chapter of the current study. This was gwoitant step since they will be
guiding the reader throughout the current studthenupcoming chapters and sections.
They were all centred on inter-firm collaborati@andose strategic gaps of technology-
oriented companies in the automotive industry. éehs the four building blocks of the
study were the automotive supplier industry (tigrahd its trends and challenges,
including changes in the industry structure, sigaiit technology changes, and
consolidation. Secondly, the focus was on inteamati contexts with the USA as a key
automotive market due to its size and dynamicsrdljhithe concept of strategic gap
analysis was introduced, alongside consideratidnerganisational decision-making
and the discussion of choices. Most importantly #trategic tools of international
M&A / acquisitions and international Joint Venturagere also introduced. These
strategic tools were embedded in the context ofallveorporate strategy. Furthermore,
there are various challenges to these collaboraivities within an international

context.

Moreover, the significance of the current studyhwits advisory framework to support
academics and practitioners in the field was intoedl. It is based on an in-depth
literature review paired with empirical evidencel amalysis.

The author’s research paradigm underlying the otirstudy was constructivist as it
followed a multiple qualitative, context-specifiend case-study based approach. As a
practitioner in the field, | can be considered amsitler’ with all the benefits and

challenges that come with this emic approach.

Finally, a summary of my academic journey was presein the form of a ‘doctorate
lighthouse’, which summarises reflections on acddemrofessional, and private
dimensions. Besides discussing past and currerdla@wents that led to the current
study and its influences, it dares to look at theure, in which some of the gaps in

research could potentially be approached further.
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3. Methodology and methods

Having discussed my philosophical stance in Se@i8mon page 35ff., this chapter will
present the methodology and methods for the lileeateview that formed the academic
basis of the current study (see Section 3.1). It also guide the reader through the
methodology and methods that formed the empirieat pf the current study (see
Section 3.2). These two sections form the basish@findings and analysis in Chapter
4 of the current study.

3.1. Literature review and academic basis

The two main aims of this chapter are to lay thenfitation of the study with regard to
literature (as definitions are not in the scopesheee Section 2.1 of the study (on p.
10ff.) and to educate the author for the subsegem@pirical part of the current study. A
literature review of the field of international @émtfirm (‘inter-company’) collaborations
and strategic alliances was conducted to provide ttieoretical background. The
systematic initial search was accompanied by againg and iterative thematic scan of
relevant literature throughout the research pengdhin this broad field, four specific
areas were in focus to address the research goestih) the automotive supplier
industry with its strategic (technology) trends addallenges, with focus on the
passenger car market; (2) the US American marked Bsy growth and innovation
driver for the global automotive industry and USng@anies as collaboration partners
(Sturgeon et al., 2009); (3) strategic organisaial®ecision-making in its relation to (4)
inter-firm 13V and IM&A as tools to address strategaps and deficiencies. The review
starts with an overview of the applied review mellogy. The different review levels
are covered from broad to specific; per buildingchl pairwise reviews, and specific
(3.1.1). These are followed by the search stra{@dy.2). The final step described in
Section 4.1 and 4.2 is the descriptive and themayinthesis, assessment, and
interpretation of the findings including a literedtbased conceptual framework of the

research.
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3.1.1. Literature review approach

Dixon-Woods, Agarwal, Jones, Young, and Sutton §208 47) posit that research
guestions should serve “as compass rather tharoéndrhis idea is in line with my

constructivist research paradigm, which itself éedmined by a relativist ontological
and an interpretivist epistemological position. Tfalowing questions served as

guidance for the literature review:

(1) What does the academic landscape with regardssggcific study topic look like?
i.e. the automotive supplier (tier 1) industgnd its (technology) trends and
challenges as well @ cross-border activities, primarily in the USA

(2) What literature existson strategic organisational decision-makingithin
companies?

(3) Whatgeneral literatureregarding international inter-company collabonagi@xists
and which empiricastudieshave been conducted?

(4) Within this literature, what is being posited a@pecific featuresof such

collaborations?

In order to analyse and answer the above, thealiniterature review followed a
structured and systematic approach as it intendegordvide profound and scientific
research (Bryman & Bell, 2007). As an alternativarative reviews could promote the
bias of the researcher, as they sometimes “ladlotiyliness and are not undertaken as
genuine pieces of investigatory science” (Tranfietdal., 2003, p. 1). Instead, the
literature review is a tool to provide a reliabledaeproducible knowledge and evidence
base for decision-makers and practitioners to niep axisting literature landscape
(Denyer & Tranfield, 2006; Tranfield et al., 2008urthermore, as stated by Armitage
and Keeble-Allen (2008, p. 109), a systematic madhagy offers a way to deal with
the fragmented “ontological and epistemologicalstens” in management science,
centred around the key characteristics of qualgatesearch. This in essence posits that
all meaning is contingent and emergent from a cedantext. (McDermott, Graham, &
Hamilton, 2004).
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The review is based on an interpretivist approachisa not meant to be exhaustive but
aims at identifying selected key studies as basifurther thought (Dixon-Woods et al.,
2005).

In the past, the focus of academic research wasrgiynon quantitative studies (Britten
et al., 2002; Noblit & Hare, 1988; Tranfield et,&003). This is also true for the area of
this current study (see Section 4.1.1 p. 112ffgwklver, it has become increasingly
important to include not only quantitative but atgalitative data into analysis, in order
to generate a holistic view of certain topics. Tbh& be noted not only in medical
science but also in management science, wher@aawsrecognised as being very useful
for evidence-based management research (Pawsoenl@atgh, Harvey, & Walshe,
2004; J. Thomas & Harden, 2008). However, qualigatesearch is hard to synthesise,
as it depends on a specific context (Sandelowsticherty, & Emden, 1997). It is not
possible to make generalisations from it but it pesvide insights into specific research

guestions.

A meta-synthesis approachas conducted for the current study since an atidie
scoping of the field revealed that both quanti@tand qualitative studies are found in
the field of international inter-firm collaboratisrand alliances. Meta synthesis offers
the researcher freedom and flexibility for multiesegy and triangulation research. It is
able to integrate both approaches and to increasigdence in the results (Britten et al.,
2002; Dixon-Woods et al., 2004; J. Thomas & Har@&&q)8).

In my opinion, qualitative approaches can add vatueesearch if used and analysed
appropriately given their context. They can providedepth understanding of the
research area, which can later be used by academicpractitioners. Furthermore, the
use of triangulation to a specific topic, i.e. a ltindimensional approach, can
significantly reduce bias and enhance the authgnaad objectivity of the results as it
analyses a research topic from different angleg. @enzin & Lincoln, 2009). This
should then help to produce a piece of trustwordlighentic and pragmatic research, as
argued by Tranfield et al. (2003).

The methodological steps to conducting this litematreview, in line with Tranfield et
al. (2003) included: (1) definition of search stigyt including filtering of results (in

particular using inclusion and exclusion criteri&2) analysis of the findings and
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assessment of their quality, (3) integration anaklsgsis of the results, (4) drawing of
conclusions. The following sections will providether insights.

3.1.2. Search strategy

The following four sequential steps were followedr fthe research strategy, as
suggested by Tranfield et al. (2003). Firstly, s®arch outline was defined. Then the
search was conducted and the results pre-checkedléwance. Next, a defined set of
inclusion/exclusion criteria was applied in orderidentify the most relevant literature.

Finally, the quality of the literature was assessed

Step #1: Definition of search outline

All possible solutions to the outlined multi-diménsal and complex research questions
were explored in a morphological analysis of thgidpincluding the construction of a
‘relevance tree’. The starting point of the stratdginking process is usually a definite
strategic gap or necessity. For example, the cuperiormance of a company does not
yet completely reflect its desired performance efnéd in its strategy process (vision
and objectives) (Turban, Sharda, Aronson, & King0&). For automotive suppliers,
this typically originates from both, the companiasd the industry characteristics (see
Sections 2.1 and 4.1.2) (ALPHA-M&A-Team, 2005; Reyl 2004). The questions,
which subsequently emerge, include: Do we closegtpeinternally or in collaboration
with another corporate or non-corporate partnen? fia gap be filled domestically or
does it need to be in an international collaboraipproach? Is an equity investment
needed? Figure 15 shows the ‘relevance tree’ (B=eFRagure 3 in the introductory
Section 1.1 on p. 11). It gives an overview of fin@ building blocks introduced earlier
and of the study’s context and it highlights thievant subject of the study (highlighted

in red).
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Figure 15: The ‘relevance tree’ and the four buildng blocks

Context parameters:
Company: Strategic deficiency/necessity (for example synergy/link driven vs. complementary/scale)

— ~_

Commercial

Organ/i/c / w/ external i
vehicle
greenfield partner
— Non-corporate Tier 2
35 (for example PPP) N———
Cross-border context
International Domestic | / International Domestic ~

~

) Established Emgrging
Equity collaboration Non-equity markets markets
(in broader sense) collaboration \
— N — USA
7 _7//'// / \\—,\\ ™
5 International International ~Strat. alliance . :
Franchising o Y . Licensing Import / Export
KJomt Venture acquisition (specific) Strategic analysis &
/ reanisational decisi King
~————

Source: author’'s own (2016), adapted from CoolsRods (2005), Perlitz (2004), Wirtz (2014); note:
PPP = Public-Private-Partnership

Three main review levels were analysed. Firstlyghetopic or building block was
analysed individually in order to get a broad ustierding of the theories and concepts
(B). Secondly, combinations of the building bloaksre analysed in pairs (P) in order
to identify any common themes as a basis for lateta analysis (location of
publication; approaches (qualitative vs. quantigti Finally, a specific search was
made for any intersection of the four building le¢S), aiming to identify gaps in the
literature and check the contribution to knowleadehe study. Figure 16 shows the
illustrative overview of the structure and flow thie literature review. It analyses the
various search levels along the parameters of weleégel, visualisation, and a short
description of each level. Even though the b3 ahdite embedded in the context for

illustrative purposes, they are shown separate here
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Figure 16: Flow of the literature review

Review level #1: Basics (B) #2: 'Pairwise #3: Inter-section /
combinations' (P) specific (S)
Trends and challenges in
Visualisation bl 3T I
S= s1
b4 b2 5 B P2  Cross-borderfocus/USA
‘E <
b3 E Strategic gap analysis and
p (organisational) decision-
making
.. IV and IM&A as ki R h
Short Basic literature for para:eter o c:tf:il{)fltions that
description  cach building block paired with each of the address all building
other building blocks blocks

Source: author’'s own (2016)

Step #2: The searches
The literature searches aimed at identifying a droase of literature in the field from
practitioners’ papers and reports (such as industperts and consultants) as well as

from basic academic literature, papers, and studies

The initial searches were conducted between Juthédagust 2014 (first review). After
that, the topic gained further definition with agi@nal focus on the USA and equity
collaborations (i.e. IJV and IM&A) as opposed tabysing other types of inter-firm
collaboration such as franchising or licensing. ref@re, refined searches were run
between January and April 2016 (second review)hBesults were considered in the

further analysis as appropriate.
In line with the concept of triangulation, a vayieif databases and other sources was

researched. A comprehensive search for relevartalire, both published and
unpublished was conducted, as suggested by Tramiell. (2003).
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Source: Computerised searches
The computerised searches, which were the cenealemt of the reviews (2014 &

2016), consisted of three main steps:

(a) Search irkey bibliographic database®r journals, papers, books, and thesis. The
key sources were ‘Business Source Complete / eBotkction (EBSCO host)’ and
‘ABInform/ProQuest’, which are among the most coeifmsive academic databases in
the market

(b) Search for Internet sources mairBoogle scholdr as well asGoogle

(c) Use Additional resources including conference papers: three other sources
(‘ideas.repec’ — Mainly working papers and texéthbs’ — the national thesis service in

the UK; ‘Zetoc Conferences’ — Conference papers).

A multiple keyword approach was used for the sesschnd they were deliberately
broad. Since initial searches in the main textédg@ too many irrelevant results, the
main searches were only conducted by titles. Unfately, some of the titles found
were not available as full texts. However, frorfetdand short description these texts did
not seem to be key.

After the computerised searches, a more manuahdiior ‘filter approach’ was used.
Again, the title was checked for relevance, followsy the short overview, and finally
the abstract. If all other steps showed that tle $eemed relevant, the full text was
checked.

Source: Additional search approaches

Two complementary and continuous search approacleze followed in order to
reduce the risk of overlooking potentially relevamxts that do not meet the
inclusion/exclusion criteria (outlined in step #8)because they could not be found in
systematic computerised searches. One was a mseaurgh, based on the screening of
the Internet as well as the libraries of an autaweatupplier company and a European
university, i.e. to identify seminal books. Thedirmillar of the search strategy was the
‘snow ball' approach to literature search (an tigeasearch approach or ‘method of

concentric circles’), which was based on referdiste of other papers on the subject in
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order to complete the picture (Peteren, 1999;itahl & Kipman, 2012). These two

approaches were used continuously throughout tity steriod.

Some general considerations and details on thallaod pairwise/specific searches are

described below.

Search details for the Broad searches (b1-b4)

For illustrative purposes, Figure 17 shows the aese building blocks introduced in

Chapter 2 and their respective broad and topiosiddal searches. This is the first
review level (B). As the name suggests, these Bearaimed to lay the basis for further
analysis. The searches, in terms of searched wwets, therefore broad.

Figure 17: Literature searches per building block

Trends and challenges in the
automotive supply industry
(passenger car market)

(b1)
Inter-firm Cross-border focus / USA
1JV and as (general and automotive)
strategic tools (b2)

(b4)

Strategic gap analysis and
(organisational) decision-
making
(b3)

Source: author’'s own (2016)

For the computerised searches, the search termisegnalords, combined by operators,
were grouped in line with the four building blooskthe study in order to capture the
different aspects of the research questions:

(b1) Industry: automotive OR industry OR inter-firm Oe&orporate. (The term
‘corporate’ was used to avoid any literature focuea company-public collaborations
(e.g. PPP — Public Private Partnerships or specdiaborations between companies
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and universities), n.b. Google Scholar in particollers a non-case specific search, for
example ‘co-operation’ and ‘cooperation’ were shatt and other spelling variances
thus covered.)

(b2) Geographic: global OR international OR cross-bofe North America OR USA
OR United States OR NAFTA

(b3) Decision-making: decision OR process OR orgarmsdfR strategic gap

(b4) Collaboration mode: collaboration OR co-operat@R cooperation OR strategic
alliance OR joint venture OR JV OR acquisition ORM

For the searches per building block only singlercdedaerms were used for example
‘inter-firm equity collaboration’ or ‘strategic gapDifferent terms and orthography
were used for the same topic in order not to migk any texts due to spelling
differences or different terms used for exampleiamdle vs. co-operation vs.
cooperation.

Restrictions on time horizons were not relevanetes most of the underlying theories
and seminal papers on the topics for example iatemmalisation and collaborations,
date back some decades (e.g. Dunning, 1976).

In addition to the computerised searches, semidah{ified by number of citations and
references), books on strategy, inter-company lootition and internationalisation
were analysed such as Porter (1990) or KutschkdrSohmid (2010). This was to

complement the overview.

One observation from these searches was that iforiteed searches the delimitation
between the blocks is quite fuzzy. For exampleéheregional topic of the USA we are
certainly also interested in the specifics of theal automotive market, hence this was

at the core of the study.

Search details for the Pairwise and Specific searel (p1-p3, s)
Combinations of the search terms above were usedhf®o pairwise and specific
searches, as discussed above. The dominating tritdifg block) that was always

part of these searches was the international firtareollaboration (1JV and IM&A).
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Step #3: Application of the inclusion/exclusion cteria and the research funnel

The next step was the application of thelusion/exclusion criterisshown in Table 3,

in line with the approach suggested by Bryman amdl B007). In this step, a
distinction was made between the Broad and them&ifSpecific approaches, since
not all of the parameters were applied to the Bissatches, as this was indeed meant to
be ‘broad’. Furthermore, there are studies that ril meet all inclusion/exclusion
criteria but gave fruitful insights into collaboi@ts. These papers were still considered
and cited where appropriate in order to partly eiffde limitations of a systematic
review. Table 3 shows the criteria for inclusiord @&xclusion along the dimensions of
language, text type, time frame, sample, collalbmm&ntry mode, collaboration
partners, geographic reach and the strategic ag@omal decision-making (process).
The table also shows to which search level theer@itapply (B, P, S), and the

respective parameters.
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Table 3: Overview of inclusion/exclusion criteria ér the literature review

Search
No Parameters Inclusion criteria Exclusion criteria
step
Bl Pl .
1 < Language English and German Other Languages
B, P, Primary texts Reviews on books or
2 Text type o . -
(qualitative, quantitative) papers and similar
) Studies from 1990 and ; }
3 P,S Time frame ) Studies prior to 1990
earlier
Auto* (automotive-related | Industries unrelated to
Sample ) ) .
4 P,S ) industries), Industry* |automotive (for example
(industry/sector)
(more general) healthcare)
} Strategic alliance,
Collaboration/entry ; ]
5 P,S NIV, (DME&A Licensing, Import/Export,
mode )
Franchise
Collaboration ) ) Partner(s) that are not
50 |P, S Inter-firm / inter-company i
partner(s) companies
International/global/cross-
) border with focus on o )
6 P, S Geographic reach ) Explicitly domestic only
established market (US
America)
Strategic o i i )
. Process, decision making Studies with no
organisational _ _
7 P,S . i and results information on process or
decision-making ]
(success/failure etc.) results
(process)

Source: author’'s own (2016); n.b. B = Broad seacRe= Pairwise searches, S = Specific searches
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In order to provide a better overview of the craeland their rationale, some
elaborations on each criterion are presented below:

(1) Language:The key literature is published in English. Gernliggrature was also
considered.

(2) Text type:As suggested by Tranfield et al. (2003), the fowas on primary
research. Book reviews etc. were generally excludedess they provided valuable
insights, and the proper books were not availghkg, might be transferred to the study
object. Studies analysed included quantitative el ag qualitative ones.

(3) Time frame:By 1990, the theory building in the studied areeags mainly
concluded. Furthermore, after 1990 the M&A and almdiration activity levels in the
automotive supply space increased significantlyr@on et al., 2009). Therefore, this
year was selected as the cut-off for the pairwise specific searches. Also, the 1990s
are sometimes referred to as the “era of corpathtnce” (Samli, Kaynak, & Sharif,
1996, p. 23), partly due to certain political degrhents, such as the fall of the Iron
Curtain, less protective industrial policies intaronally and China’s accession to the
World Trade Organisation (‘WTQ’). Another reasonr foovering this period is
cyclicality. The collaboration / M&A market as weds the automotive industry itself
are genuinely cyclical. The literature publishedcsi 1990 covers at least two cycles
(decline at the beginning of the 1990s and subsgqgeeovery; decline at the beginning
of 2000s and recovery; decline of 2008/09 followitige global financial crisis).
Furthermore, seminal texts on theories prior to 0l9%re analysed in the broad
searches, as the theories, for example, on intenaitsation and alliance stability were
mostly developed by authors such as Kogut (198€) mnning (1976) in the 1960-
80s. In the period that followed, the focus was amplication and testing of these
theories and specific aspects (e.g. Agarwal anddRammi (1992).

(4) Sample / industry:The study focus is on the automotive supplier stidu
Therefore, other industries were generally excludealess studies of other
(manufacturing) industries were perceived to addejaas the findings are perceived to
be transferable to the automotive industry.

(5) Collaboration / Entry modeThis study focuses on JVs as the most relevaat-int
firm collaboration mode in the automotive space amadquisitions. Since
exporting/importing was not considered a closeatmlration form, this mode was not

analysed further. Furthermore, franchising is ranhmon in the automotive space, so
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this mode was exempted as well. Often JV collabmmatare alternatives to outright
M&A transactions and so they can be analysed tegdtbools & Roos, 2005; Dyer et
al., 2004). Licensing also plays a role in autor®tiut it is a collaboration form with
much less commitment (as shown in Chapter 2). Hewetis important to be aware of
how licensing agreements can impact other futumendoof market handling (see
Mulotte, Dussauge, & Mitchell, 2013). The findingsHughes (2000) also support the
notion, that equity JV and M&A are the key colladiion modes, while other types play
a lesser role in the automotive supplier industrghe USA. For example, “new style
collaboration” such as co-development/productiongkes, 2000, p. 169).

(5b) Collaboration partner(s)Collaborations between companies and third pattiat
are not other companies, such as Public-Privatex&ahips, were not considered, since
these have different additional parameters to demgisuch as politics, social funding,
etc.). Even though corporate culture and cultuifér@nces are not the central element
of the current study, they are nonetheless impbiad are hence briefly covered in
Section 4.1.2 on p. 147f.

(6) Geography:The study is concerned with international collaons (with specific
geographic focus on the USA as the key automotiaeket, regarding volumes as well
as dynamics. As such, the study focuses on edteldlias opposed to emerging markets.
However, many studies are generally on collabonatizith no specific geographic
focus. Therefore, studies that exclusively focusdomestic collaborations were not
excluded outright, but were rather analysed onsa-ty-case basis.

(7) Strategic organisational decision-making (prs&€e As one of the goals was to
analyse the decision-making and choice of collaimrg, it is essential to analyse
publications that clearly report on processes, ltgswand success. Furthermore,
appropriate decision-making is essential for thalys®ed collaborations. (e.g. Dyer et
al., 2004)

A ‘research funnélapproach was used to determine the key literaiurine field of
study. This approach followed a sequence of stéps. broad searches (b1l-b4), as
described above, yielded a total of over 200 tartparticular the one on inter-firm 1JV
and IM&A. The pairwise searches yielded over 10QsteAfter manually eliminating
redundant hits first and then all studies that wexelusively focused on too specific
questions such as a specific technology aspect arfiyrther manual title-analysis was

conducted. This approach reduced the number of/aetepapers to a manageable
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amount for b1-b4. For the pairwise searches, thabeu of texts was reduced to 49,
which were further analysed. In order to identifye tseminal studies, the number of
citations were also considered (see Redner, 19@8for the specific searches, no texts

were found. This indicated a literature gap.

Some research papers that met all inclusion/exatusiiteria were still, in light of the
research questions of this study, too closely feduson specific aspects of
collaborations. These were of limited use for theppse of this review and so were not

analysed in-depth.

Step #4: Quality assessment

As guality assessment is a difficult task, paraciyl for qualitative research, all studies
were accepted for further analysis and synthestsyifig the ones with the highest
relevance and rigour through further analysis. H@resome papers were not further
considered, as in the quantitative area in padicsbme statistical analysis with limited
value-add had been detected in some studies. hmnsline with the suggestions of J.
Thomas and Harden (2008) who urge researchersoid awreliable conclusions based

on unreliable sources.

With regard to scientific relevance, it is impottan distinguish between scientific
publications and those published in sources that more practice-related and
descriptive, for example based on findings in sget management consulting projects
(for example KPMG, McKinsey or PwC). These papeerenalso analysed as they

provide valuable insights from the professionakfice and complete the picture.

For the qualitative papers, the ‘Quality screengqugestions based on the National
electronic Library for Health (NeLH)' gave generplidance. They had clearly stated
aims, clearly specified design, distinct accounthef process, sufficient data used and
appropriate method of analysis, as cited in Dixooeds et al. (2005). For example,
Blanchot and Mayrhofer (1998) excluded some casgydbased research in their meta-

study from their sample, as they considered thensuificiently scientific.
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The number of citations is usually a good indicatbresearch quality (Redner, 1998).
For the basic literature, some of the seminal papere cited extensively with a couple
of thousand Google scholar citations (for examplaing, Eisenhardt or Kogut) partly

due to the publication some time ago. As for thewise search results, some of the
identified key papers in the context of this litera review were scarcely cited, most
likely due to the specific context of the studyudec Furthermore, the total number of
citations is dependent on when the paper was hdaisAs the key studies analysed in
this literature were up-to-date, the number ofttes tends to be a less adequate

measure of paper quality.

Another way to assess research paper quality lisoto at the quality of the journal or
other source where it was published in the AssoridBusiness Schools Journal Guide
(Cremer, Laing, Galliers, & Kiem, 2015). For theairwise searches(pl-p3) in the
systematic research there was a subset of 49 keyrpalentified, 20 were published in
journals ranked grade 3&4 (according to the Creete. (2015). 13 texts were directly
published by university scholars (academic bookwkimg or conference papers). Only
three papers were published in grade journals chdker 2, and 10 in journals without
ranking. The remaining three texts were publisimethdustry publications (not ranked).
Figure 18 gives an overview of the Pairwise seaesults, indicating the number of
publication per publication type (journals, acadenpublications and industry

applications) besides the grades of the journalstioreed above.
Figure 18: Summary of literature review findings (pairwise ones only)

1

\ Grade 4 Grade 3 Grade 2 Grade 1 Academic book Conference  Working paper Report Newspaper
paper

# of publlcatlons

J oumal
\ Y I )

Y
Academic publication Industry publication

Source: author’'s own (2016)

For this review, no studies were excluded on theisbaf approach and subjective

judgment, as suggested by Sandelowski et al. (1997)
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Data presentation
The data presentation can be found in Sectionwhich deals with the findings and
analysis from the literature review. The preseatais done in a narrative form, flanked

by illustrations through charts, figures, and table

3.2. Empirical methodology and methods

Section 3.1 introduced the methodology of the dii@ére review on the topic, which,
paired with Section 4.1 (p. 114f.) revealed a natheantitative focus and specific
aspects of collaborations in the current litergturas the starting point of the qualitative
empirical investigations of the current study imthg its research questions.
Consequently, the following section presents théhouology for the empirical part. Its
aim is to explore in depth three sample case studieautomotive tier 1 collaboration /
M&A that aimed at closing strategic gaps in a US ekitan context. As such, the
intention is to either confirm or disconfirm whatrcbe found in the literature. The aim
is also to add to it by expanding the knowledgeebasthe area of companies and
transactions analysed, through the commentariesetisas experiences of those who
have actually been involved in the decision-makiieg the expert interviewees. The
selection of the appropriate qualitative methodglagf the current study was a
sequential process, as outlined in Figure 19. Tiwéces made for the current study are
highlighted in green. They range from ontologicatl ®@pistemological considerations
through methodology, research strategy, and metblodices to the final data
generation, analysis and presentation. The figls® guides the reader to the respective
sections of the current study where the respediements are elaborated on in detail

(see red section numbers).
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Figure 19: Map of research methodology (selectior® choice of approach

Interviews
= Documentation/text

= Statistical
Content analysis
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1 Data Data analysis/ : 1 Data generation/ I : Type of case study :
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|
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|

= Descriptive Non-statistical analysis

statistics

Observations

Source: author’'s own (2016)

Section 3.2.1 describes the line of thought leadinthe choice to conduct case study
research and also presents and discusses thectesksmign. Section 3.2.2 gives an
overview of the data generation methods used. lyinaéctions 3.2.3 — 3.2.5 focus on

the data analysis and presentation.

3.2.1. Choice of research methodology and approach

The purpose of this section is to establish a gbjphical and methodological basis for
conducting the current study effectively and eéfitly, expanding on the elaborations
in Chapter 2. The ultimate objective is to devedtqmng conclusions through methods

appropriate to the research objectives and question

Following the research topic outlined in the presiachapters and sections above, the
reflections about the research approach, incluthegubjective choice on methodology
and its justification, will be presented. Furthermothere is critical reflection on the
choices made during the doctoral programme at thesdwsity of Gloucestershire
(‘GLOS’) and its impact on the current study. THere, as a first stegaradigmsand

research approachemre assessed and critically analysed.
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Figure 20 re-iterates the research focus of thidysas the intersection of four building
blocks: the process and decision-making analysistefnational JV and M&A in the
arena of the automotive tier 1 supplier industrigdasee Section 2.1, p. 10ff.). This
central area of the crossover is purely an illdsteadevice and it does neither denote
levels of importance in the current study nor datesepresent a specific size of
crossover.

In addition to the building blocks, the respectresearch questions, which address the

respective building blocks, are indicated in red.

Figure 20: Research focus and link to the researafpuestions

Inter-firm Strategic gap analysis

IJV and as and (organisational)
strategic tools decision-making

RQ1 RQ3

Cross-border focus / USA

(general and automotive) RQ2

Trends and challenges in the automotive su

pply
industry (passenger car market) <©2 Research
focus

Source: author’s own (2017)

Rationale for using qualitative research

In order to identify an appropriate research metihmgly, methods, and research design,
the general research approaches were firstly tedisBecause of the engagement with
these various approaches, an informed decisionmeae to use a qualitative approach
since it reflects my philosophical stance in thethweay and it is less often used in the
area under research. Comparing the current stuttiyansailboat trip through the ocean

of knowledge, the philosophic fundamentals candasm s the firm and solid hull of the

boat on which the endeavour is undertaken.
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As discussed previously, the most appropriate ehsiould comply with the following

considerations, as it:

e should fit with the researcher’'s philosophy (ongpdal and epistemological
position) and experience;

e should fit the purpose of the current study (i.@drass the key questions and
problems) and

+ should address the audience of the research

Additionally, when the decision is made, the reskeahould be conducted in an ethical,
diligent, and systematic manner, for example, wettord keeping in place (see Section
3.2.2 on p. 86ff.). (Creswell, 2013; Glaser & LaLi@®10; Saunders, Saunders, Lewis,
& Thornhill, 2011)

Trauth (2001) added further thoughts on the immbredoice of a qualitative research
approach:the research problem (& research questions), thgrele of uncertainty
surrounding the researched object, the researchskill set (and the access to data)
and academic politicsThese parameters were also taken into accouheiprocess of
selecting a method, apart from academic politickiciw was less important for the
current study, since it was done externally to timversity and was entirely self-
funded. An exploration and subsequent critical ysialof the different philosophical

fundamentals and its methodologies, in the lightefcurrent study, follows.

As a general comment, in the world of research,dibgnction of approaches is often
not that selective as there are always grey afFegasexample, in using triangulation or
mixed methods approaches in order to enhance obseguality, the respective
researchers soften up the pure approaches. Thsviod only presents information on

the constructivist approach that was actually &obli

Analysis of the constructivist research approach

The following aspects were considered for the aiglgf the research approach in light
of the current study: (1) overview of the respeetigsearch approach with elaborations
on ontology, epistemology, methodology; (2) theeroff the researcher and his/her

values (axiology) and the necessary skill-set tofope the respective research
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approach; (3) relationship between research appread findings; (4) the critical
reflection and analysis in the light of the currstudy.

As a constructivist, my philosophical underpinnisgn interpretivism and relativism.

Reality is not seen as objective but rather as rémult of interaction between

individuals. It is (socially) constructed (e.g. €neell, 2013; Easterby-Smith et al., 2008;
Habermas, 1970; R. Jackson & Sgrensen, 2012). foheyeeality is subjective, relative

and context-specific as well as being influenced dxcial developments and
experiences (cf. Crotty, 1998; Moses & Knutsen, 7300This is the ontological

fundamental of this approach.

With regard to the constructivists’ epistemologicahcept, it is important to stress that
the focus is on gaining a deep understanding ofrésearch subject and to uncover
experiences through interpretations. Construct\wagfree with Max Weber’s concept of
‘Verstehen'/interpretative understanding as the keyknowledge. There might be

multiple outcomes of this open process since gelhfis multiple interpretations, as each
individual constructs it on his/her own and assigreanings to it (see Bryman & Bell,

2007; R. Jackson & Sgrensen, 2012; Van der P{I920Neber (1949) even goes so far
as to posit that reality is linked to rationalityeither exists in a universal, objective

way, as the world cannot be known. It is inhereitigtional.

Consequently, constructivists tend to apply a d¢aiale, exploratory methodology and
methods in research, such as case studies, intervigpen surveys and participant
observations that ideally allow the researcherctirelusion to a theory or concept. This
can be done either by induction or by abductionthWnductive reasoning, the
researcher starts from the specific that then léadlse general. Here, as opposed to the
realist approach, conclusions are not guaranteddass not logical necessities due to
the uncertainty that all evidence has been analysedhe findings are cogent but not
generalisable.

In abductive reasoning, the start is typically anomplete set of observations. From
here it proceeds to the likeliest possible explandbor the set. A famous representative
of this method is the fictional detective Sherlddklmes. His primary intellectual
detection method is abduction (see Moses & Knut2@9,7). One famous quote of

Sherlock Holmes that summarises this is “when yameheliminated all which is

64



impossible, then whatever remains, however imprighahnust be the truth.” (Doyle,
1890, p. 111)

As the objective of the current study is to dramalasions from the literature review
and the specific transaction examples, | chose g¢e unductive and exploratory

reasoning.

My role as a researcher, values, and research contpace/skill-set needed to
perform this research approach

In my constructivist approach to this study, | miysen part of the research arena, as
stated above in Section 2.3. Therefore, | havenais énsider’s) view. There is a close
link to the research subject as my values and Wageing the world are important to
constructivist knowledge generation. One obsermatio me as a researcher is that | can
be considered a practitioner within the field o tlesearch topic. This was also taken
into account with methodology decisions (Holian &gblan, 2013; Trowler, 2011).
However, in my study | collected data about cerspects of the strategic decision-
making that were previously not entirely known te,rhence | was neither a complete
outsider nor insider. On the one hand, the mairamihges of such an approach, as
stated by Trowler (2011) are access to the datacapdbility of critically reflecting on

it. Furthermore, it is logistically easier and hasigher potential to have a practical
impact. On the other hand, this approach is chgihgn as the researcher needs to
maintain neutrality and avoid personal biases, menswnfidentiality and deal with
potential role conflicts of professional vs. resbar or ‘role duality’. (Holian &
Coghlan, 2013; Trowler, 2011)

There is never an easy solution to these challemty@sever, for the current study there
was limited conflict between myself as a profesaloand as a researcher since the
researched subject and case studies were outsideveryday work. Furthermore,
confidentiality and ethical issues were taken cdrinrough self-reflection (see Section
2.4) as well as a rigorous and transparent metbggolo increase authenticity. For
example, the coding system was cross validated fieylav researcher in March 2017

(see Section 3.2.3 on p. 99ff. for further inforioaj.
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Therefore, ethical, as well as political considerat play an important role (Angen,
2000) (see Section 3.2.2.1, p. 96ff.). For thieaesh approach, | needed to demonstrate
skills with regard to data collection. For examplechnical skills such as how to
conduct interviews were crucial. On the analys@esil needed interpretative skills
paired with an in-depth knowledge of the researdfext (cf. Moses & Knutsen, 2007;
Yin, 2003).

Relationship between research approach, findingsna critical reflection in light of

the current study

The ultimate goal of my constructivist approach wagain a deep understanding of the
specific research area outlined above. The approeh therefore not necessarily

incremental but allowed leaps in knowledge genemnatiithin a certain context.

After critical reflection, | concluded that the aructivist approach seemed to be the

most appropriate one for the current study for sweasons:

- Ontology and epistemology In complex problems there is no black and white;
there are always shades of grey. Thus, the custaedy was not led by the aim to
find a universal truth, but rather to pragmaticadlyalyse problems and advisory
approaches to inter-firm collaborations in an in&ional (US) context.

- Methodology. It offered a good approach to analyse complex amijue
transactions, as it was flexible and adequate ito &yainducted deep understanding,
without artificial data collection.

- Value-added | could make use of the valuable experience @ieexpractitioners
and corporate knowledge combined with a sound #tigat underpinning.

- Efficiency: The constructivist approach was feasible withity $cope as a
researcher within a company setting.

- Researcher’s position It is an appropriate approach, where the reseansias an

emic person.
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The concrete research strategy ogse study’seemed to be appropriate for the current
study, since the unit of analysis is a contempogargnomenon and the case study
strategy reflects my limited control of the subjésthell, 1992; G. Thomas, 2015; Yin,
2003). It was in line with the constructivist plstiphical underpinning, paired with the
overall research aim and its objectives/questitirsso takes into account my skills and
logistical possibilities, including limited controler the subject studies, as | conducted
inductive and exploratory researctithin selected companies of the automotive
supplier industry (Gray, 2013; Trauth, 2001).

As | aimed to gain in-depth understanding, identiigmes, discover meaning, and
ultimately develop an advisory framework, @xploratory case studyseemed an
appropriate research strategy. Theory building bana result of this approach, as
argued by Yin (2003). According to Maxwell (2012)daothers, the development of an
advisory framework can be considered to be likeeaity (Maxwell, 2012; Trim & Lee,
2006; Yin, 2003). This particularly true when th&seahigh degree of uncertainty.e.

not much is already known about a specific probierm specific industrial setting (e.g.
Gray, 2013; Saunders et al., 2011; Schwenker & V2@13; Trim & Lee, 2006).

In line with Creswell (2013) and Trauth (2001),dnsideredhe following parameters
to be relevant to the current studyl) relevance with regard to the research
questions/objectives; (2) data that is actuallyilalsée and suitable for analysis; (3) the

access to the relevant data and skillset to genénatdata.

(1) All of the trends and factors in the automotive @ypndustry outlined in the
introduction (see Chapter 1) apply to the compawiéis whom | conducted the
research: Mainly the Germany-based global tier dpker company ALPHA
(for confidentiality reasons the real name has beted and the same applies
for any precedent transaction studied). Therefoomsidering cases from this
company seemed appropriate (further informatiotrAbRHA can be found on
p. 79f).

(2) The focus of the case study analysis was on ALP&AALPHA has made use
of all types of equity collaboration in Europe, tb&A, and Asia-Pacific in
order to address its strategic challenges and dvagegic gaps. ALPHA is an

exemplary company representing the large compagynset of the tier 1
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automotive supplier industry. Therefore, preced&bPHA transactions (IJV
and IM&A) that have a certain history were used.

(3) Given that | am a practitioner in the field of eéguollaborations myself, | have
access to data and can conduct an emic researcbaappthrough expert
interviews, observations, and documentation revigetails of the data access
were negotiated with the respective companies etlidPre-meetings showed
that practitioners from the companies agreed that ftudy was a win-win
situation, partly due to a later disseminationh# tesearch results. | acquired
the necessary skillset through test interviews andlysis with an Action
Learning Set (‘ALS), discussions with supervisand a pilot interview.

For the complex and real-life topic, case studiesewperceived to be more explanatory
than surveys, experiments and other quantitatiywogehes (G. Thomas, 2015; Yin,
2003). The case study was used as an approprsdarod strategy to generate a deep
understanding of the topic and ultimately additiokaowledge, rather than merely
being a device of evidence collection. This knowked generation through
representative case studies was primarily basea single organisation, ALPHA (e.g.
Bryman & Bell, 2007; Yin, 2003).
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Theoretical considerations about the case study rearch

Using a case study is a research strategy or agprafainquiry, as part of qualitative
methodology (e.g. Denzin & Lincoln, 2000; Eisenlaf®89; Merriam, 1998; Schell,
1992; Yin, 2003). However, some authors view ipasely a choice of which case to
analyse rather than a methodology. | would like present my thoughts on the
theoretical considerations about this researchogabrin light of the current study.
Case studies have become a popular and frequesgty nesearch approach, which have
resulted in extensive literature coverage (e.g. |Bather, 2006; Moses & Knutsen,
2007; Schell, 1992; G. Thomas, 2015; Yin, 2003).

Case study research enables the analysis of congaetemporary phenomenon in real
life. Furthermore, it stresses the importance & tontext (Morris & Wood, 1991,
Robson, 2002; Schell, 1992; Yin, 2003). In factteircompany collaboration is a
complex issue to research and these complex phereooamn be elusive, non-linear and
vague (Law, 2004). An example of this precederKilbng (1982) who qualitatively
analysed JV case studies in international conteten though he had no specific

industry focus.

Case studies can be used in a realist/explanatorglativist/exploratory approach as
they can offer ‘what, why, how’ questions (Saundetral., 2011; Schell, 1992; Stake,
2005; Yin, 2003). There are different ways to digtiish types of case studies. For
example, Moses and Knutsen (2007) posit that tlaeeetypes of deductive cases
(verification / falsification) as well as generatig and inductive cases (for theory
building). The dimensions that Yin (2003) uses taee units of analysis (holistic with
single unit vs. embedded with multiple units) ahed humber of cases examined (single
vs. multiple case studies). Whereas single casedeainique, extreme and revelatory,
the multiple cases approach supposedly gives stroegdence (Yin, 2003). Figure 21
below shows the case studies of the current studight of Yin’s taxonomy, along the
dimensions of single vs. multiple cases desigrberfirst place and secondly, along the
number of units of analysis. The approach of threetut study can best be described as
a multiple case design completed in a holistic wagy, with a single unit of analysis
(equity collaborations of IJV and IM&A).
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Figure 21: Current study in light of basic types ofcase designs

Single-case designs Multiple-case designs
CONTEXT CONTEXT
Case DELTA (IJV)
CONTEXT
Holistic (single- o )
unit of analysis) ZETA (hybrid)
CONTEXT
LLAMBDA (int‘l acquisition)
CONTEXT CONTEXT CONTEXT
Case Case Case
Embedded Unit of Analysis 1 Embedded Unit of Analysis 1
Embedded Embedded Unit of Embedded Unit of Analysis 2 Embedded Unit of Analysis 2
(multiple units of Analysis 1
analysis)
CONTEXT CONTEXT
Embedded Unit of Case Case
Analysis 2 Embedded Unit of Analysis 1 Embedded Unit of Analysis 1
Embedded Unit of Analysis 2 Embedded Unit of Analysis 2

Source: adapted from Yin (2003); n.b. this stuayses are highlighted in green

Reddy (2015) analysed the use of case studies iA igalysis in the form of a review
of case study approaches in M&A literature. He fbuhat many studies use it
increasingly, with a particular focus on emergingrkets. It is used for building new
theories and concepts as well as for exploringtiegones (Reddy, 2015).

Concerns of a qualitative case study research appach and mitigating factors for
the current study

The key concerns and advantages of case studyrchsaee closely related to the
process of qualitative research. These includearebequestions, selected subjects,
collection of data, interpretation of data and twomclusions and in some cases the
development of an analytical framework or a theditye researcher has to be prepared
to be confronted with these concerns, criticism@ ahnallenges (e.g. Creswell, 2013;
Denzin & Lincoln, 2008; Patton, 1990; Yin, 2003).

To start with, a lot of confusion stems from uncldafinitions and uncertainty about
the different research methods (see Saunders, @04ll; Schell, 1992). With regard to
the case study research, the kegicism and challenges and mitigating factorstie

current studywere considered.
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Quality/inter-subjectivity Poor validity/reliability results from an inadesfe research
design and/or other flaws. Inter-subjectivity iskay criterion for research quality,
according to Swanborn (1996). He posits severder@i to account for inter-
subjectivity: (1) research needs to be controllaf@eindependence of the researcher(s);
(3) internal and external validity. While some auth argue that point 3 cannot be
achieved through case studies (e.g. Campbell, 19W@nborn, 1996; Yin, 2003),
others such as Mitchell (1983) consider this dgtit to be inappropriate as these, in
line with being context-specific, are key charasters and boundaries of qualitative
research. For the application in the current stadg, also the Section 3.2.4, p. 107ff. on
data quality considerations and Section 5.3 on18f.2on limitations of the current

study.

Verschuren (2003) proposes a distinct foundatiarttfe research design, consisting of
a conceptual design (RQs, ROs, theoretical concapta/ell as a technical design (data
generation, analysis, and interpretation) in otdezounter the arguments. Key to him is
that the concepts are elaborated in a professamthtrustworthy manner. As suggested
by Mayring (2002), a qualitative content analysesveonducted that combines process
and analytical knowledge (for example coding praced, frequency analysis) with

interpretation. This should reduce inter-subjetiggiissues (Mayring, 2002).

Incomplete evidenc&he question here was how many cases should kedat, since
they were placed in a bounded system (such asgamisation or company), which can
exist as cases on their own (Creswell, 2013). Hhection of cases clearly focused on
the problem appeared to be adequate, as posite@Gréswell (2013); Glesne and
Peshkin (1992). In any selection of specific casies,selected case studies and their

limitations should be emphasised in order to enbaesearch quality (Creswell, 2013).

Difficult transferability and generation of theosieThis concern is particularly related
to external validity and is inherent to the quaN® research approach, as it is
subjective and context-specific (see Section 3.2M) intention for the study was to
generate specific, deep understanding of certagescdwithin the automotive tierl
supply industry) and not to find universal truthes.g( Creswell, 2013; Denzin &
Lincoln, 2000; G. Thomas, 2015; Yin, 2003). The grahtransferability of the findings

is not the aim of this study but rather to devetopetter understanding of analytical
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mechanics (e.g. through the *advisory frameworwhich can be valid in the context
studied. It should serve practitioners and academithis specific strategic field within

the management of automotive suppliers.

Besides these broader considerations, | also athlyilse case study strategy more
specificallyin light of precedent 1JV and IM&A transactionscluding the following
challenges and ideas for mitigation:

Confidentiality: This was important but as all transactions happémétke past, this was
less of an issue than might be the case with relseair on-going projects. Further
mitigation was ensured through clear standardssexanof interviewees at all times;
confidentiality agreement (between the Universitystoucestershire / my supervisors /
company ALPHA / me) in place; use of code namegriuew questions to reflect the
consideration of sensitive information; data steramly on external devices and a
research log book. Additionally, there is an embaog the sensitive information in
relation to the current study for duration of tleafidentiality agreement plus additional
three years.

Different times:The transactions were conducted at different timgshe advisory
framework intended to address the decision-makihglJ¥ and IM&A. It was
independent of timing, but certain specifics regagdiming of the case studies were
accounted for.

Potential bias by the sampling process and incote@eidenceThis was another valid
argument. In the current study, it was intendetb¢omitigated by a distinct sampling
and a justification process, as well as by crosislating evidence. Therefore, a variety
of interviews were conducted to narrow potentiglggal he aim of the sampling process

was to gain in-depth knowledge of the phenomenseareched (Patton, 1990).

Advantages of a qualitative case study
As in the previous section, | would like to firs#yaborate on broad, general advantages
of qualitative case studies and then move on tempecific advantages with regard to

the current study.
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There is a range @dvantageso the approach (e.g. Patton, 1990; Yin, 2003):

* In-depth enquiry:Case studies represamtique opportunities to gain in-depth
understandingand inside knowledge of the researched subjetiterdescribed
context, in order to develop the advisory framewaoakher than just ‘scratching
the surface’.

» High value-add The case studies were based not merely on oltgsrsdut in-
depth understanding and analysis. As such, thdiadal value of the research
iIs evident for practitioners and academics. Ther@pgh also offers the
possibility to make cross case comparisons.

« Triangulation in data generation possibl&xpert interviews were combined

with documentation reviews and personal observatiortome to the findings.

Some more specific advantages identified from thsecstudy approacim light of
precedent 1JV and IM&A transactions

« Avalilability of the key stakeholdets interview (as the key data generation
method): This was ensured after coordination withdompany ALPHA.

* The history of the respective cases was availaleluding information on
success of the equity collaboration with regardlésing the respective strategic
gap.

 The research was conducted without major disrugtiah the organisations

researched, which in action research, for examypded not be possible.

Overview of the research process

In order to complement the picture, the overalleagsh process is described in the
following paragraphs. This followed Boyce and Ne&©06)’'s approach of “plan,
develop instruments, collect data, analyse data casseminate findings” (Boyce &
Neale, 2006, p. 4). A comprehensive overview ofrdsearch process and design can be

found towards the end of this paragraph in Figyre page 77.
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Figure 22 gives a ‘customised’ overview of the casaedy approach. It shows the
various methodological steps and their respectigeudsion, from the planning and
research design phase through to the presentatidiasemination of findings. Within

each of the boxes, the respective chapters anisecf the current study are indicated

to provide further guidance.

Figure 22: Case study research approach

- N Research design 3.2
\

- Data !
generation

Expert interviews /
Documentation

analysis 4
7 bservati / T
)¢ - Observations, Qualitative data
Plan 7 Design / analysis
/ d 4.2
/’ —

: / P
Setting/ problem Research strategy P

Research questions/ - ! - Case selectiop = 7
objectives \ - Data generation/
i <z
Research forms/ scope \ analysis —
i — T Presentation/

Interpretation
4.2/5

dissemination [€—

Synthesis
Advisory framework

Source: adapted from Yin (2003) and Boyce and N€2096); n.b. the respective chapter/section

reference can also be found in the boxes

Rationale for not using other research approachesma methodologies
As outlined earlier, | am a constructivist. Therefopure positivist research approaches
and methods (for example experiment and surveyewet adequate since they are

contrary to my research philosophy and paradigm.

| considered a mixed method approach for furthangulation purposes; however, as a
constructivist | adhered to methodologies most appate to my paradigm. As Knox
(2004) posits, even though a multi-method apprasan some occasions appropriate, a
mono-methodology paired with multi-paradigms is.réhox (2004) goes on stating
that using mixed methods would have been possibtehbving multi-philosophies
seems less adequate. | therefore dismissed thg ideahe value-add to my RQs would

most likely be limited and feasibility would be filcult due to the sensitive nature of the
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research subject for example data collection thnosgrveys. Hence, only a mixed
approach with regard to the generation of qualitatiata was contemplated.

Ultimately, it is important that the methodologyitsuthe research questions and
objectives (e.g. Holden & Lynch, 2004) as outlirsdzbve. This study is better served
with a qualitative approach.

Research design

In the previous sections, the elaborations focusethe choice of a research approach
and methodology. In summary, a subjective choice made and case study research
considered being the most suitable research syrévedghe study. This was justified by
the underlying research paradigm, the researchcigs, and questions to the study
and other considerations. This line of thought Wil continued by going one level
deeper and elaborating on the current study’s resedesign, including the method of
data generation and its analysis and the repragantaf the findings in an advisory

framework.

The choice of research design was closely linkedh chosen methodology and
subsequently the method used. Therefore, when idgcah a research design certain
factors needed to be taken into account, as odtim&igure 23 (see Borelli-Montigny,
2010). An additional parameter of the current studythose discussed previously such
as the research questions, objectives, the skibfdbe researcher, and the access to the

relevant data, was mainly time for conducting tsearch.
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Figure 23: Key factors influencing research design

Research design

Source: adapted from Borelli-Montigny (2010)

The research design of the current study took atoounts all of these factors. It

consisted of a conceptual and a technical desgsayggested by Verschuren (2003).

Figure 24 gives a comprehensive overview of theerurstudy’s research design with
its different sequences and stages. The startwsyal the research questions and
problems. In this phase, the impact factors tostuely as well as the philosophical
aspects of the study are considered and reviewdteltechnical design phase, initially
the data generation methods are important pilliolpwed by refinements to the

research design, quality assessment, and finalyy ahalysis of the data and

dissemination.
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Figure 24: The study’s research design

Conceptual design

Research questions / objectives
* Find appropriate questions = Fit the
purpose

Indicative analytical framework

* Unit of analysis: inter-firm equity
collaboration (ITV) and IM&A

Impact factors

« External factors (organisational set-
up, costs, etc.)

* Time

* Research competence / experience

Philosophical stance

* Ontology — Subjective/relativist
« Epistemology — Constructivist
* Methods — Qualitative

« Ethics/confidentiality

Technical design

Expert interviews
(selected transactions per
collaboration mode)

Documentation analysis
(selected transactions per
collaboration mode)

Observations
(day-to-day practice)

Academic basis/ ongoing research on the
topic (further understanding for example of best-
practices and success factors)

Source: author’'s own (2016), inspired by Verschy2803)

Refinement and confirmation

 Adjustments during the study (for
example research
questions/objectives, framework,
methods)

Quality assessment (continuous)

* Define parameters

* Cross-check findings with other
automotive suppliers

* Due diligence

Analysis (continuous)

« Interpretation criteria

« Findings

« Establish links

* Contributions/ value added

* Synthesis / advisory framework
* Dissemination

As discussed earlier, the data was generated thraugialitative triangulated approach.

The analysis of documentation of selected

inteonali equity collaboration

transactions was conducted, paired with expertrvigers (Dan Remenyi, Williams,

Money, & Swartz, 1998; Yin, 2003). Both were commpénted by my own, direct

observations from my work as a practitioner infibtl (for example experience of on-

going and precedent transactions, conferencesdatterand advisor discussions). In
parallel to this data generation, on-going reseanttihe subject was also conducted.
(see Sections 3.1.2 and 3.2.3 for further details).

Additionally, the potential challenges of case gtwhalysis as a research strategy
(elaborated on in Section 3.2.1) were carefulljeéd on as they guided the research
design of the study in order to avoid pitfalls. Tf@lowing paragraphs give an
overview of the data generation, analysis, andrpnétation, as well as quality

assurance.

A research design was chosen that pays tribute ytgpimiosophical stance and my
position as an insider in the research subjecte(ait approach was applied; see also
Section 3.2.1 on p. 65ff.). Methodologically, itieel on multiple sources of qualitative

evidence and hence used a triangulation approae®epidg in mind the related
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contextual parameters is crucial as the key imestiwere to investigate a complex
phenomenon within the real-life context of an oigation and induct from these
findings to generate a concept (cf. Section 3.After all, the approach was qualitative
and hence could not be rigid. It needed to be &sfjuand revisited throughout the
duration of the research in order to maximise idu® added and originality (e.g.
Steinke, 1999).

Ethical issues mostly related to the interactiothwhe research subject/interviewees

and are consequently dealt with in the sectionaia deneration (see Section 3.2.2.1).

Considerations on case selection and comparability

As outlined previously, a qualitative methodologpsvconducted with a case study
research approach. The intention of the case smlewas to use exploratory case study
analysis with representative, heterogeneous casexrder to address the research
questions and objectives and to analyse these oasesin-depth manner (e.g. Kohn,
1997).

A rigorous sampling processvas followed, as sampling is key to a theoretluasis
with defined limitations and the possibility of dgpng similar patterns. Due to limited
access and a limited number of eligible transastiaithin ALPHA there were no
restrictions applied in terms of timing, regiondanansaction type. After all, the main
sampling selection criteria for theases were relevance to explore research
objectives/questions, and access to data (e.g.yR2ad5; Steinke, 1999; Yin, 2003).
The following lists the clearlypre-defined selection characteristitisat the projects /
case studies that were ultimately selected hadomneon, even though every single
equity collaboration is unique:

e Transactions not too long ago but clearly in thst gat least within 3 years), so
that insights and lessons learnt can be drawnsedatively and confidentiality
IS less of an issue

» Strategic transaction rationales to close a stiatggp (either technology or
market access) / milestone transaction for ALPHZggporate development

+ Information available
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* Ownership post transaction: 100% in case of adipms, joint ownership in
case of JVs

* German-US transactions: US American collaboratiartner/target (however,
even though companies may be located in the US@y thave substantial
business abroad and vice versa). For the purpogskiofstudy, focus on US
American business, with substantial business ifntme market

e One pure 13V, one pure IM&A and one as yet unc{B&D collaboration, later
IJV and IM&A as well as licensing discussed)

e Access to interview partners and (documentatiotg da

In line with the overall aim to generate a deepassthnding of the subject researched,

the research methodology for the case study appneas only qualitative.

In light of G. Thomas (2015, p. 76) differentiatioabout case selection, my cases can
be considered as special/local knowledge caseanied to use them to explore more of
what | have experienced as a practitioner and idrated the basis for my research

intention and objectives.

Since different modes of equity collaborations waralysed as strategic means, the
period was cross-sectional across these types,ssidtted representative cases, rather
than focused on one type analysed over time.

The selected cases can be characterised accodivign t(as shown in Figure 21 on
page 70): they were holistic, with multiple cassige (one unit of analysis which is the
equity collaboration) and holistic since they exaed different aspects of
collaborations and contexts Yin (2003, p. 39ff.). @Zases are within company ALPHA,
and within ALPHA different projects were consideradth different teams involved,

including project teams and senior managementidecamsakers, different times, etc.

Introduction of ALPHA: All of the outlined trends and factors of the autbe
industry (for example as outlined in Chapters 1 2ndpply to the Germany-based tier
1 automotive systems supplier, ALPHA. ALPHA is altnbn EUR sales enterprise

with various product divisions and activities wavide. The company has made use of
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all types of inter-company collaboration that ameng to be analysed. Case studies
from ALPHA were used in order to enrich this studith practical evidence; it is

representing the large company segment of thd &rtomotive supplier industry.

Table 4 is a short profile of company ALPHA, alahg key parameters of description,
major customers, ownership structure, strategymisiand particular to the current

study, its exposure towards US American collaboresti

Table 4: Short profile of ALPHA

Europe-based leading tier 1 automotive system supplier
# of employees: > 100k globally

WL Revenues of multi-bn EUR with sound financial profile
Revenue distribution: 80% pass car; Europe ca. 50%, North America ca. 30%
Major customers Premium and volume segment PC OEMs, CV OEMs
Ownership structure Privately held
Market leadership in its fields of activities, based on outstanding market and customer insights.
Strategy / vision To achieve this, among other things, a healthy regional footprint is key (also to achieve efficient

cost structures), plus technology leadership.

Over 10 completed and over 20 lapsed collaborations in the USA (mainly JV & M&A activities)

US collaboration track record
between 1999 and 2016 (only surpassed by transaction activities in Europe and China)

Source: author’'s own (2017), based on ALPHA (2016)

Besides consideration of the company environméettitming of the transactions were
also considered. There weliene gays, but ALPHA'’s corporate strategy remained the
same and the decision-making and organisationakege®s similar. Given the selection
criteria outlined above and the limited number ases overall, the time gap between
transaction and analysis could not be avoided aasl acceptable. Furthermore, other
authors also had to cope with this circumstance. é&@mple, Elango, Lahiri, and
Kundu (2013) had a sample of transactions priad2@08, but their analysis was done
afterwards and publication was only in 2013. SimylaDyer et al. (2004) used a
sample of transactions up until 1997 and publighed report in 2004.

In order to understand the longitudinal aspectghef current study, the following
overview (Figure 25) shows three very importankapsl to understand the setting of the
current study. The first pillar is the automotiwle (with sales data of light vehicles
over time) followed by ALPHA'’s corporate developréwith the parameters of sales,
employees, US sales exposure, R&D expenses, assvpltent applications as a proxy
for innovation and technology focus). The third dadt pillar of the figure is the
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transactions / case studies (DELTA 13V, ZETA, ardMBDA) and how they are
embedded in the overall historical framework lawt by the first two pillars. The
sampling time was from the end of 2000s until to¢2315-17). Therefore, there were
similar times and different stages of cycle (foamyple with stable vehicle sales and
automotive cycle at the beginning of the 2000s theh the downturn in 2008/09 in
automotive, thereafter recovery). One should atderrto the literature review findings
bl in Section 4.1.2 on page 115ff., which inclugecdfics on the US American
automotive supply markets.
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Figure 25: Timeline of cases, with overlaid economicycle
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The cases selected were representative of inten@tldV and international acquisition.
They were identified to be used for further expliora of the phenomenon, in particular
with regard to the analysis and decision-makingess. The data therefore could not be
categorised as pure cross-sectional or longitudihalies. It is more about cross-case
comparison in different contexts, in order to gandeep understanding of the
transaction analysis and decision-making procemseé$o generate rich data.

Rationale for using exactly these three cases
For relativist research approaches, a small sarmptesen for specific reasons and with
a sound validation, was appropriate. This is arr@pgate approach to crystallise the

experts’ knowledge.

| selected transactions per collaboration mode l2RHA i.e. IJV and IM&A. Three
case studies were analysed: one IJV, one pure IM®A one hybrid discussion of

international automotive supplier ALPHA.

This was an ideal number since different aspeascavered and generally, there is
limited availability of cases. Some renowned awuthsarpport this number of cases (e.g.
Eisenhardt, 1989; Yin, 2003). In some examplesy theue that only one case is
enough, if enough data to analyse can be extra€dthe current study, | deemed
three cases as ideal since they cover differens#@tion types and help contrast the

collaboration modes from each other.

Using the differentiation factors of collaboratioméroduced in Section 2.1, the cases
analysed were between suppliers and partners fefelitt levels of the value chain (one
with a start-up / tier 2, one with another tiertlhee same level and one with an OEM).
Secondly, all transactions represent entry modesnew product/technology categories
and strengthening of geographic markets (as oppmsexjional market entry). Finally,
all of the (intended) collaborations involve equityestments.

An initial idea, besides the above, was to uservigers with expert practitioners from
other selected automotive suppliers (called ‘BETaid ‘GAMMA’") as additional

evidence for triangulation and cross validation. f@flection, | concluded that this
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approach would not add much value. This is beca#ldeHA is one of the largest
companies in the automotive supply industry anemdiNied in its product range. It can
therefore be considered a group of separate comgpanjanisations in its own right for
example with its own political issues between BassuUnits. Its corporate set-up is de-
centralised and with a high degree of autonomyit®rivisions and business units.
Besides, in the cases analysed the majority okbtalkers were different and they were
conducted at different times.

Figure 26 shows the various companies that aregpdine current study and where they
are located within the automotive value chain. BE®A the company in focus for the
pilot interview, is also a large tier 1 automotigeduct supplier, similar to ALPHA.
Similarly, a product supplier of the tier 1 levelthe company LAMBDA. DELTA is an
OEM partner to ALPHA and ZETA a newly founded siapt company entering the
automotive market. The figure is to be seen in wocton with the next table (Table 5)

which gives an overview of the nature of the casedysed.

Figure 26: Main automotive companies in the currenstudy

Automotive value chain

. Tier I
gllfprpllzers (System) OEMs
Suppliers
BETA
(product)
DELTA
(OEM)

ALPHA y

(system

integrator)
hybrlf &M&A

ZETA LAMBDA
(start-up) (product)

Source: author’'s own (2017)

Another piece of evidence that gave further comicgein the study was the fact that the
items mentioned by the pilot interviewee (a sewibector of another European tier 1

automotive supplier, named BETA) were later repatethe ALPHA interviews and
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were mostly in line with the literature review.herefore considered the level of detall

of the ALPHA case studies and its material as ciffit for the current study.

Overview of cases and the respective settings

Let us firstly briefly re-iterate some facts aboAtPHA from Chapter 1. It is an
international multi-bn US$ revenue tier 1 autometsupplier based in Europe, with
collaborations worldwide (including other suppliarsd OEMS). Its strategic focus is on
technology/innovation and cost/efficiency leadgusfiable 5 gives an overview of the
three cases along the dimensions of collaboratiodendescription, strategic rationale,
market type, partner, situation considerations, &nmdng. While LAMBDA was a
horizontal value step transaction, the other twe \aertical, with partners of different

levels of the automotive value chain (cf. FigureobOp. 32 and Figure 26 on p. 84).

Table 5: Overview of cases studied

Collaboration
type

Description of
collaboration /
target

Strategic
rationale

Market type

Partner and
situation

Timing

International Joint Venture (closed)

US-based transmission plant (not
exclusive), ca. 1.4k employees, (ca.
US$ 500m sales)

Strengthening of access to US
American market / regional footprint

Passenger car

US-based OEM as partner was looking
for transmission knowledge, offering
volumes and market access on the other
hand; new technology

1999 (transaction), operation until 2005

Source: author’'s own (2017)

International Joint Venture /
International acquisition (lapsed)

US-based start-up, ca. 40
employees, no sales so far

Access to innovative active
suspension system technology

Passenger car

Start-up owners (and founders)
wanted to exit their business and
cash-in

2013/14 (R&D collaboration),
2014 (WV/IM&A discussions)

International acquisition
(completed)

Worldwide operations, ca. 3k
employees, ca. US$ 400m sales

Access to electronics and production
technology (automotive switches,
modules and controls); expansion of
the range of ALPHA’s applications

Passenger car

Lengthy discussion with owner
about sale and transaction rationale

2007/08 (transaction), integration
until 2010

Further information on the cases can be found icti@e 4.2.3 (p. 196ff.) including

unique points about each case, highlights, andesigss.
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3.2.2. Data generation

This section deals with the background of the datzeration phase and its process. The
data generation should be cogent with sound sowfcegidence (e.g. Bryman & Bell,
2007; Lincoln & Guba, 1985). The following questsowere key as a guideline to the
data generation and analysis: What are the keyemtmcand impact factors to be
analysed in the study? In the study case, as edtlin the research objectives and
guestions, these are equity collaborations (charatts, motives/rationale, challenges,
success factors etc.); What are the strategic gagscorporate strategy? What do both
the international and automotive context and thasiten-making processes within the
organisation look like? The ultimate goal was temeration of rich data that can be

subsequently analysed and synthesised.

Methods of data gathering applied

A triangulated data generation method, with muttipburces of evidence, was used in
order to enhance validity, credibility and autheityi and to limit potential biases (e.qg.
Glaser & Laudel, 2010; Schell, 1992). This enswadscused subject but broad data
generation. Given the parameters identified eardlemethods of data gatherirtat
were available to me were firstlgny ownobservationsas a practitioner in the field for
more than a decade. These observations (emic ajpprday-to-day experience as a
practitioner) stem from on-going knowledge generathrough active transactions and
projects, advisor discussions, as well as attendéfeyant conferences. The use of this
data sources as well as my role as an emic reseaslurther discussed and reflected
on in Section 3.2.1 on p. 65ff. In order to be atdeappropriately use this data, a
procedure to capture and record the observatiossiwplace for the current study (see
later in this Chapter in Section 3.2.2.2 on p. 99).

Documentation reviewvas restricted to the company ALPHA, since theses \good
access to data. To obtain project documentatioa ftatn other suppliers would be
difficult since this is sensitive. The analysis tekts and documentation represents
secondary data with the focus on how to answer rémearch questions with
retrospective data, re-interpreted from today'spective.
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The main sources of evidence were éxpert interviewsThis was also primary data,
with strong interaction between the researcherthadnterviewees as the participants.
All case-related interviews were conducted withibPAA (besides a pilot interview
with a BETA representative). To ensure the quabtythe results (given all context
limitations) the generated data was cross validdtedugh expert interviews and
discussions of the study findings with equity cteation professionals (at the tier 1
supplier BETA for the pilot interview for examplelsee Section 3.2.4 on research
quality considerations for the current study, p7fL]. This ensured three things: (1) an
ethical approach, since strictly confidential dates not exchanged and the participation
Is subject to the consent of the suppliers; (2) ia-win situation for the supplier
professionals and myself, which was a good basgigétting access to interview data

(3) there was no pure focus on one project.

Principally, the current study followed the plarcaing to Boyce and Neale (2006)
and Yin (2003) to, ‘plan, develop instruments, edlldata, analyse data and disseminate

findings’. The data generation was embedded.

Figure 27 on the following page gives an overvidwhe sequence of data generation
with the expert interviews as primary source ofdewice, plus documentation analysis
and observations. It is to note that these obsensaivere a continuous source of data
and the interviews and documentation analysis wenelucted in parallel to each other,
as indicated in the figure.
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Figure 27: Timetable of data generation

2016 2017
Q Q2 Q3 Q4 Ql Q2

Initial
brainstorming

Development and refinement of
material®)

Pilot interview

Expert
interviews

Main (case-related) interviews ALPHA

Case-related documents

Documentation
analysis

Ongoing process

Observations

Note: (1) Interview guide; selection of cases and appropriate interviewees

Source: author’'s own (2017)

Rationale for not using other data generation methds

Other qualitative approaches were briefly discusae8ection 3.2.1. In line with that,
other data generation methods were viewed in tigat liof the current study.
Quantitative methods, for example quantitative eyrwere not suitable in the light of
the research objective to generate deep underataadid were contrary to the current
study’s research philosophy. Additional qualitatimeethods were considered, in
particular focus groupsand action research(for example embedded in a grounded
theory approach). However, given the limiting fastosuch as my skillset and, more
importantly, the feasibility of the approach paireidh time limitations, this method
seemed less appropriate. As equity collaboratioms@me of the other tools at the core
of corporate strategy and with long-term implicaipthe researcher cannot test new or
changed concepts of decision-making and analysiswgluhe research project. For
example, as identified in the literature reviewe they success factors of equity
collaboration are the partner and its ability tofpen. This is difficult to test in action
research. In addition, the time aspect is imporéanbnly time can tell if a transaction
was successful and satisfactory. Hence, a resegploach that is suitable for the
research questions and that does not requiredaliral (over the transaction project in

case of the current study), can also be used foteogporary phenomena (see Schell,
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1992). Case studies of relevant precedent intematiequity collaborations and M&A
transactions were used and analysed in the custedy.

Interventionist methods were not applicable andifda since equity collaborations are
of high strategic relevance to any company, theyimvestment-heavy (using financial
and other resources), and they are long-term pgeoj&berefore, changing parameters in
different equity collaborations is not feasiblesicorporate context.

| felt that a focus group would not provide in-dephformation as | assumed that

research participants would open up more freely ame-to-one interview setting.

Type of data generated

The data that was generated was primarily caseetelddence, a certain sampling
process needed to be followed. Due to the limitedess and a limited number of
transactions within ALPHA and the other suppliemg@anies researched, there were no

restrictions applied in terms of timing, region t@nsaction type.

3.2.2.1. Expertinterviews

Problem-centric and in-depth expert interviews waryeducted for the current study as
outlined by Boyce and Neale (2006), who descridggint as “intensive individual
interviews with small number of respondents” (dB)was perceived as being a better
technique to get inside and gain subject specifiovkedge and thoughts than focus
groups, as respondents can talk more openly (B&ybkeale, 2006; Glaser & Laudel,
2010).

The expert interviews constituted a unique oppadtyLio gain insights on analytics and
decision-making processes within companies of #searched industry. After all, the
final goals of the current studies were to checlrisécs, learn about rationales, and
identify best practices and lessons learnt to altéty flow into the advisory framework.

As the interviews were case-related, they needete siructure to make sure the main
aspects were captured for each case. However, 8exilglity needed to be granted in
order to increase the value added. This is reletembver aspects that could have been

missed as they were potentially not covered innterview structure. For the benefit of
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getting different perspectives, the intervieweesrewselected from the two main
employee groups involved in inter-firm collaboratiprojects (HQ and Business Unit
level). Therefore, | decided to conduct the in-tepterviews in a semi-structured way
that gave me guidance as an untrained interviewgrhelped to control the interview
process, maintaining flexibility to re-adjust quess during the interviews where
necessary (e.g. Boyce & Neale, 2006; Lamnek, 188&yring, 2002; Mieg & Naf,
2005). These were semi-structured and problem-&atusterviews, referred to by
Turner 1l (2010) as ‘general interviews'. This apach was appropriate for its
principles of problem, subject, and process ortgmaWitzel, 2000). In particular, for
the current study this technique was appropriateesit focused on a concrete problem
which could then be divided up into sub-facets (bhaky 1995; Mayring, 2002).

Interview preparation

The first two work-streams were preparing an inw guide and selecting the
interviewees. Thereafter, before conducting therinéws, it was important to establish
a contact with a short introduction and explanawbrihe subject and its setting (e.g.
Boyce & Neale, 2006; Glaser & Laudel, 2010; MiegN&f, 2005; Turner Ill, 2010).

(See sample cover email in Appendix 7.2.3 on pf.232

An Interview guideserved as support for the case-related intervidws,| tried to
memorise the guide (Glaser & Laudel, 2010; Mieg & ,N005; Turner 1ll, 2010). The
guide was completed in various sessions. It wasaliyi developed by me and then
brainstormed and crosschecked with my fellow resesas. Thereafter, | had various
discussions with my doctorate supervisors. Dr Sulkaiis suggested adding questions
on critical incidents in the projects, followingetithoughts of the critical incidents
technique (‘CIT’). The intention of this methodtegsgain an understanding of particular
incidents that made a significant contribution to impact on the cases analysed,
without following the full CIT methodology with itprocedure and different steps
(Flanagan, 1954).

The brainstorming phase was between January-Fegbr@t6, followed by the
development phase March-April 2016 and finalisa@dter the pilot interview in June

2016. Discussions with a fellow researcher weraedaoted thereafter to cross validate
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and get an independent view. The guide includddatdns from the literature review,

first documentation analysis and my own experieteesnsure alignment with the rest
of the current study. The interview guide was figed in July 2016. The guide had four
sections, in line with the research questions efdberall study. The maximum number
of questions was 20 but probes and follow-up qaestivere used in addition to keep a
dialogue going (e.g. Boyce & Neale, 2006). The fowas on efficient questions that
followed these guiding thoughts. Ideally these ¢thobe open-ended, not

leading/neutral, limited to one idea per questiolearly worded, not too long and

mindful of ‘why’ questions (e.g. Turner Ill, 201Qjalso refer to Appendix 7.2.1 on p.

231ff)

In the Interviewee selectioproces<lear parameters for selecting the interview pastne
were crucial for the overall data generation pred€xreswell, 2013; Turner lll, 2010).

The samplingselection criteria for the interviewees were dedirbeforehand. These

included professional experience in general andeapce with regard to equity

collaborations (on average, the experts have arageef ca. 15 years of experience in
the area. The seniority level of the intervieweeuth have at least the level of the
interviewer in order to mitigate hierarchy bias {@g¢hwas the case for the current
study). Furthermore, the elite bias was to be aaidvhich denotes a situation when
greater weight is put to the more senior expertEhvivas not the case for the current
study (Kohn, 1997). Ultimately, the role and th8uence of the respective experts in
the decision-making process was crucial, as elabdran by Eisenhardt and Zbaracki
(1992).

Interviewees needed to be able to make a valuabitilbution and they needed to be
open and willing to cooperate. Hence, interviewtnens needed distinct, specific and
memorised knowledge of the cases and they needdsk tdeeply involved in the

projects (Meuser & Nagel, 1991). All intervieweeslrelevated hierarchy level (at least
senior managers) as topics of decision-making wera@ved. In order to ensure a high
participation rate, all interviewees were contactegforehand with a cover letter,
introducing the research study and the intervieselft Out of the eight interview

partners approached, all accepted.
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Only a few interviewees were selected. The rat®ibahind this is that there were only
a few key people per project that had a full, halisverview, while at the same time
knowing the necessary level of detail about thd ded its process (involved from start
to end). There would therefore only be limited wahdd and merit extending the group
of people interviewed.

Two sets of interviewees were considered at ALPkAflecting ALPHA’s and many
larger suppliers’ organisational set up of collaion projects. These were HQ and
divisional professionals, since they are typicdlig key internal stakeholders of such
transactions. Bias and ethical considerations @ undertaken. There was no direct
link nor relationship between the researcher aediriterviewees (for example friends
or family members). Other matters such as disciation, age, or gender were not taken

into account, since they were not explicitly reletvior the current study.

Conducting the interview

Generally, as outlined above, the expert intervielad two different sample
interviewees (within ALPHA): (1) central / headqtgarcollaboration experts and senior
management, (2) divisional business developmenteréxp Therefore, a staggered
approach with two blocks was used (one pilot irtew and further case-related
interviews: 2-3 per case analysed). In total sewgarviews were conducted with

professionals and experts of supplier ALPHA and iatexrview at supplier BETA:

a. Pilot interview: This was conducted to refine the interview guide,
structure and questions as well as to check tewaate of the questions
(e.g. Mayring, 2002; Turner Ill, 2010). It is bas@d my experiences, the
literature review, and the technical infrastructyvath regard to my
experience, please also refer to Appendix 7.3 oB56ff.). It was not
done within ALPHA but with a professional at BETA order not to
become too focused on a single company;

b. Main block within ALPHA : On the 3 cases of international equity
collaborations (1JV, IM&A, ‘hybrid’)

I. Headquarter (‘HQ’): 1-2 interview(s) per case (s&ngp access,
data),
ii. Division/Business Unit (‘BU’): 1 interview per case
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In terms oftiming, the expert interviews were embedded in the ovelath generation
process and the study itself (see Figure 27 ol)p. 8

The setting of the interviews was intended to hitecleast impact and as much privacy
and calm as possible. The interviews were theretoreducted in an atmosphere as
neutral as possible, with a working technical isfracture. Additionally, | tried to make
smooth transitions, to be relaxed in the interveavd not to worry about timing (e.g.
McNamara, 2009; Turner Ill, 2010).

There were three approaches to mitigate biasesaedsure an ethical as well as a
confidential approach were applied. All interviewesere informed that they could
interrupt at any time, the confidentiality agreem@he University of Gloucestershire,
the doctoral supervisors, and the company ALPHA} whaiessed and all transcripts
were given to the interviewees for approval lasse the ethics Section 3.2.2.1, page
96ff., and the interview guide in Appendix 7.2.1mrR31ff. for further detail.

The interviewees were made aware that the interwew recorded and would later be
transcribed. In every interview, high-level notesrav also taken as a second
documentation technique and further backup.

Most of the interviews were conducted in Englistvatwere conducted mainly in
German), in order to facilitate the interviews d@adavoid the translation process later.
As English is the second key language in ALPHA (enBETA), there were hardly any
linguistic difficulties. Furthermore, there was tpessibility for the interviewees in any
case to answer more complex topics and terms im@&erThe two interviews that were
entirely conducted in German were later translated transcribed. The rationale for
this in these specific cases was to ensure thaesshof interviews if the interviewee
felt more comfortable in his/her native languagel ao avoid misunderstandings. |
made the necessary translations of these partsteuked for accuracy, and they were
then approved by the respective interviewee hirs#ierFinal interview transcripts
were shown to each interviewee and they were alskdteir approval in order to cross
validate whether the meaning of the spoken wordretscted correctly.

The interview should be an interpersonal encouater a social occasion. | therefore

intended to be authentic and not influencing. Raekce interviews were preferred as
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opposed to telephone or web-based interviews becdas example, in face-to-face
conversations gestures can be noticed and reautasd well as just the spoken word.
Additionally, these interviews were more directisterview partners tend to open up
more easily. Only the pilot interview was conductgal Skype, for logistical reasons (at

the time the interviewee was located in Shanghlaing).

| tried to make respondents think in the intervievasking for elaborations and
sometimes, where appropriate, not accepting tirsirdnswers but asking for opposing

ideas, which is in line with suggestions by Kenné&306).

The interviews were conducted in April 2016 for tpiot interview and the main
interviews between July and December 2016. The kagdetween the pilot interview
and the main interviews was partly deliberate, rideo to be able to analyse the pilot

and to let refinement ideas settle, but partly uegistical reasons.

Interview protocolsvere also made use of, as suggested by authdrsasuBoyce and
Neale (2006). These represent a documentationtbhabl ensured consistency and to
reduce biases and influences (see Appendix 7.2.24%f. for an excerpt of a sample
protocol and transcript). The interview protocotdped to improve the validity of the
collected data. In total ca. 9.5h of data matemaih ca. 60-90 minutes duration per
interview, was gathered with a participation raté 1M0%. The material was
subsequently transcribed using the parroting teglni and the software-based

transcription tool, ‘Dragon for Mac'® (this yielde&88 pages of transcripts).

Interview reports and results

The objectives of theilot interviewwere to verify, validate, and refine the following
parameters of the interviews: interview questiansgrview structure and interview
tools (mainly the software-based tools for recagdittanscription, and data analysis).
They also aimed to cross validate whether a pracét and fellow academic would
appreciate the intended advisory framework as &ibotion to knowledge.

The pilot interview was conducted with a represevesof BETA. BETA is a Germany-
based multi bn US$ tier 1 supplier, among the @pn3Europe (Statista, 2016). In their
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current situation, not all business units are presethe USA, but this is expected to
change. Additionally, its classic business modealhsut to change dramatically due to
industry trends like e-mobility. The innovation potial and the strategic gap analysis
are interesting topics for BETA. Therefore, theemtew partner saw merit in
developing the advisory framework, which was onethef key goals of the current
study.
Lessons learnt from the pilot interview included:

* Technical / process:

0 questions should not be distributed beforehand

additional critical incidents method added througtho
not all questions answered and some new questartesla
avoid disruptions during the interviews by all mgan

o O O o

avoid having more than one aspect per question

* Content:

o proper introduction to the specific and complexdgtsubject needed if
interviewees not familiar with it

0 subject confirmed to be relevant for a similar dizigeer 1 global
automotive supplier based in Europe

0 some answers/subjects pre-empted in first section,example on
context some process topics covered earlier; tagujumps between
sections — it felt odd at first but then | got ugedt, with a certain level
of flexibility in order to get most out of the imeew (one of key

features of semi-structured interview)

In conclusion, only a few refinements to the gunde needed after the pilot. The main
changes included a swap in Chapters 3 and 4 inr docdenhance the flow of the
interview. Some wording changes were done to aaltky| and limit to one thought per
question. Due to these limited refinements, thetpihterview was also considered

appropriate for further analysis.

The findings from the interview block are discusse&ection 4.2.
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Disadvantages and limitations to the interview datayeneration approach

Generating data through expert interviews can lcaviain disadvantages (e.g. Boyce &
Neale, 2006). They are quite time intensive ang #@re potentially subject to certain
biases (interviewees with their own agenda, corezkabout confidentiality, etc.).

With my study design, | aimed to eliminate or aseminimise the potential flaws and
biases through the following:

- Using retrospective cases, so no interviewee netexdeave his/her own agenda

- Two sets of samples: (a) central / headquarteralgothtion experts/senior
management and (b) divisional business developmgrerts

- One-on-one interviews in person with confidentjaéihsured

- Only aggregated analysis

- Sensitive data not to be published or with code esmwonly: the intention was to
ensure as much clarity and transparency as possibldle considering
confidentiality as much as necessary

- Limited size of sample interviewees, but data asialywas validated through

triangulation of data generation methods

In addition, the researcher needs to have cerkdis as outlined (need to be structured,
knowledgeable, clear, sensitive, open, interpretbejanced, ethical, etc.). To comply
with all of this | used a documented methodologgd about interviews, and trained
with fellow students of the University of Glouceastare (in February 2016 and in June
2016).

Considerations on ethics

All research has ethical implications, particulavien they involve individuals, for
example during expert interviews. It is therefoey ko address ethics explicitly (Flick,
2009; GLOS, 2008; Mieg & Néaf, 2005). There are falentifiable fundamentals about
ethical (qualitative) research that are also ie lwith the ethical approach of the GLOS
(2008) and the ‘Ethical codex of the German Asdamaof Sociology’, as cited in
Glaser and Laudel (2010): (1) thesearch participants(2) addressing potential biases

upfront; (3) transparency, honesty and documentatiqd) appropriate basis for
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conclusions(e.g. Bryman & Bell, 2007; Easterby-Smith et 2008; Glaser & Laudel,
2010; Yin, 2003)

In light of the current study, these matters wegaltwith as follows:

» Protection of participants (and the participatingropanies)Boyce & Neale,
2006)

o Voluntary/consensual participationwas ensured through asking
participants explicitly (for example before expaterviews).

o Confidentialityof the participants themselves as well as thaqjaating
companies was ensured (see interview guide). leraa comply with
my ethical views on research and to conduct theeourstudy, it was
important to ensure confidentiality and pay tribtethe sensitivity of
private information. For that purpose, a Confidalityy Agreement
between GLOS, my doctorate supervisors, the compamBHA and me
was signed (March 2016). Furthermore, distinctasge guidelines (for
example on information safety), and code names wsed.

* Biases

o Conflict of interest:the research was self-funded with no conflict of
interest of stakeholders that might lead to bia€ss.the contrary, the
companies | worked with during the research exgess interest in the
subject on an open basis, since they would likgaia further insights in
the process of inter-company equity collaboratithesnselves.

0 Selection of interviewed®ias and ethical consideration§here was no
direct link / relationship with interviewees (foxample subordinates or
family members). No other matters such as discaton or youth
needed to be taken into account since all intersésvare adults and
discrimination was not an issue for this studye(Section 3.2.2.1 on p.
91f. on interview selection for further reference)

o Emic research approach was an emic researcher to the research field,
researching my own field of work. | was aware df thle issues as
outlined in Sections 2.3 and 3.2.1.

» Transparency, honesty and documenta{®ryman & Bell, 2007; Yin, 2003)
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o Review and approval of transcrip{gcl. report of observations and
sections of the final study): This was done byittierviewees.

o Potentially unethical practicesf found during research these were to be
addressed separately (n.b. none were found).

o Safety of informationThis was ensured by the usage of an external hard
disk.

o GLOS (2008) ethics principles and guidelind$iese were applied to
ensure an ethical research approach right fronstére

* ConclusionsThis item is closely linked to the one of trangrany, honesty, and
documentation. Conclusions were only to be madéerbasis of the research,

not from any additional evidence.



3.2.2.2. Documentation reviews and observations

This section elaborates on how the other data wasrgted. Thdocumentatiorof the
projects included ALPHA papers, incl. Managementamo and Supervisory
presentations for decision-making and project tgaesentations and documentation
material (including strategic analysis and othecwtoentation prior to the transaction
execution phase). The documents came from ALPH&rmal sources such as project
documentation and Board of Management or Supewgvi®ward materials. | also
resorted to presentations and reports received fommporate advisors such as

Investment Banks.

The observationsan daily business were collected during everydagifess life as a
practitioner in the field. Therefore, | was an emgsearcher to the research field, with
all the issues to consider, as outlined in Sect@®sand 3.2.1 (Holian & Coghlan,
2013; Trowler, 2011). In particuladuring precedent and current transactions (2014-
17), note keeping (MS Word file and hard copy not#) was used to keep track of
observations, as already introduced on page 86agdested by various authors (e.g.
Boud, Keogh, & Walker, 1985; Fink, 2013; J. A. Mo@013). These transactions were
mostly M&A transaction but various ones relatedtie acquisitions of US-based
companies (or at least cross-border) and made dalid points for the current study.
Furthermore, expert discussions were attendedexample, with investment bankers
and other experts and at relevant conferences, ewhetes were taken for future

analysis (see Section 4.2 p. 169ff.).

3.2.3. Data analysis

Qualitative data analysis is a subjective task wiith intention of clearly presenting
assumptions and arguments, identifying outliers presenting potentially differing
propositions (Kohn, 1997; Miles & Huberman, 199).summary, for the analysis a
coding scheme was applied in order to identifyrtiest important aspects and variables
and link them within a case. Finally, a synthe$iBralings was elaborated and common
themes were identified, based on the three sowtemta, presented in the sections

above.
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Considerations on interpretative data analysis

The analysis of data can be a challenging taskHerresearcher, mainly due to an
intense data generation process potentially resulth an “overload of information”
(Kohn, 1997, p. 5). The data analysis for this gtucs run concurrently to the data
generation phase (and beyond), with the aim tapné¢ the constructions and common
themes through qualitative content analysis, suchlassical hermeneutical technique
and text interpretation method (Guba & Lincoln, 49%atton, 1990). Since data
analysis is closely linked to data gathering, thisg® elements need to be considered
together. The basis for this approach is repredemtehe key literature. (Bryman &
Bell, 2007; Corbin & Strauss, 1990; Denzin & LingpP008; Moses & Knutsen, 2007;
D Remenyi, Williams, Money, & Swartz, 2003; Saurdet al., 2011; Tharenou,
Donohue, & Cooper, 2007; Yin, 2003) The unit of lgss was the researched equity
collaboration transactions and more specificallg thecision-making process for a
specific collaboration (1JV and/or IM&A).

3.2.3.1. Interview data analysis

The semi-structured expert interviews were the noita generation tool, as outlined
above. They aimed at identifying common themes @istllling them further for the
advisory framework. Interpretation and finally dyesis of the various data generation
models follows in Sections 4.2 and 5. The data ymislwas conducted through
qualitative content analysis and (text) interpietatmethod (e.g. Glaser & Laudel,
2010; Kohlbacher, 2006; Mayring, 2010; Patton, 399he basic intention was to
make use of technical analysis and link it witrerptetation, in order to reduce inter-
subjectivity issues. Qualitative content analysvith certain rules is between ‘pure’
interpretation and ‘strict’ quantitative analysift. was therefore considered an

appropriate tool for the current study. (Mayring12)

Furthermore, the following factors as enumerated Kiohlbacher (2006) were

considered as the most important points in datysisaopenness and the ability to deal
with complexity, ability to integrate context, igtation of different sources. Although |
agree with Mayring (2010) who posits that quahtatcontent analysis is not the only

valid methodology of qualitative analysis, for therrent study it seemed to be an
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appropriate one as it offers the possibility to énav sound basis for the advisory

framework.

The overall process included the following sequargieps, which were complemented
by quality-ensuring considerations (for exampleuwdoentation and cross validation), as
suggested by various authors such as Glaser ardeL&010); Mayring (2010); Miles
and Huberman (1994).

1. Transcription

2. Coding
a. Paraphrasing (reduce content, no fill words)
b. Reduction (summarising per subject, take out dapbas)
c. Parent and child codes (inductively)

3. Category/concept building and interpretation

Step #1: Transcription

The transcripts of the semi-structured expert widevs formed the basis of further
qualitative content analysis (Mayring, 2010). Hyrsthe interviews were recorded, as
mentioned above. No interview participant disagreeth the recording of their
respective interview so all were available to asalySecondly, the interviews were
transcribed using the parroting technique and tregén for Mac software. Recordings
were listened to and then repeated in my own voit® the microphone. Dragon for
Mac supported in transforming the dialogues in M8rilVfor later analysis, although
manual corrections were needed. Recording the vieter and transcribing it: |
deliberately recorded and transcribed the interviayself rather than using a third
party. The rationale for this approach was to megmorise the contents, as well as to
enhance reliability and the transparency of thelystlt was also intended to acquaint
me with the texts and interview contents and thabéed me to undertake the analysis
later as | was already familiar with the materfalirthermore, in corporate strategy,
special terms relating to M&A / collaborations areed which would be hard for a
person outside the key subjects to understand randdribe. However, it was a time
consuming and intense process. Thirdly, minor lisigt smoothing was done,

according to the transcription rules of Kuckart®X2). For example, minor grammar
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corrections were undertaken to make the transcnyoi®e readable and understandable
(since all interviewees were non-native Englishakpees). In the fourth and last step,
interview transcripts were reviewed and correctelens necessary. Finally, all
transcripts were anonymised i.e. companies anepgnsere given code names in order
to reduce the possibility of deductions to actedlisgs. (Kuckartz, 2014)

During the interview phase, the interviewees wesked to read and subsequently
approve the transcripts when completed. All inwages made use of this and gave
additional explanations and/or minor correctionsemhneeded. As mentioned above,

every interviewee approved her/his respective tiais

Besides the spoken word, | originally intended &ptare and look out for patterns
‘between the lines’ for example answers with enimm or laughter. The idea was to of
include non-verbal data behind the pure convensati@ata, in order gain further
insights (Boyce & Neale, 2006; Coffey & AtkinsorQ36). In the event this was not
completed or analysed in depth as, on reflectian,nmajor observations during the

interviews could be noted, besides occasional kaugtvhich is hard to interpret.

Step #2: Coding phase

The coding approachCoding was an important step in the analysis @hafsthe
empirical work. Furthermore, it can incorporateioas forms of evidence such as
interviews and documentation. In addition, it waxgeived to be in line with my
research philosophy and strategy. The coding wadink between the data generation
and codes with the intention to symbolise and aapattributes of texts, other sources
of evidence and the analysis/distilling of the fimgs (e.g. Kohlbacher, 2006; Morse &
Richards, 2002; Saldafia, 2013). For me, it was Ya ‘teaorganise [the] material into
themes” (Penna, 2013), as codes capture meaning thibg are subsequently grouped

into sub-categories and finally categories.
Selected critiques of qualitative content analysml coding:These are outlined in

Saldafna (2013), Glaser and Laudel (2010) and M@\{010) and critical reflection in

light of the current study is given below:
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* ‘Reductionist — The current study was in essence more extmcthen
reducing. However, coding is a distilling procedtoesome extent.

* ‘Not objectiveé — As coding is also an act of interpretation,ista rather
subjective approach but in line with my ontologydapistemology. However,
in order to ‘stay on track’, | crosschecked my ocgdwith a fellow researcher
and the doctorate supervisors (March 2017).

e ‘Coding filters’ — These depend on the researcher’s perceptidredhis study
data (Adler & Adler, 1987; Saldafa, 2013). In ttése, this was done as neutral
as possible.

» ‘Distances researcher from data— | agree with Saldafia who says that coding
“leads to total immersion in [the] data corpus” I(Bdia, 2013, p. 39). This
method was chosen for this reason and | choseattsdribe all interviews
myself to be close to the data.

* ‘Nothing more than counting — This was used with descriptive methods in
order to visualise which codes seemed the most ritapioones. However, for
my study, coding is only the initial part of anas/sThe current study’s coding
therefore followed certain coding approaches atesrand is hence not entirely
free (e.g. Mayring, 2010, p. 605f.) (see Sectio2.57in the Appendix on p.
252ff.).

Manual versus computer-assisted codidgmixture of both methods was used. After
initial transcribing, a margin was left next to ttext where the codes were added. In
addition, the data analysis was supported by softwsolutions such as voice
recognition/'text-to-speech’, Dragon NaturallySpeak and Microsoft Excel for the
data analysis. This was because an in-depth asabyjsa large data set is required.
These solutions are meant to be a good suppororganising and analysing non-
numerical or unstructured data (for example dateegeed in interviews) with the aim
of sorting and classifying information in order tbhen identify relationships and
recurring themes. After careful consideration, thmlitative data analysis CAQDAS
(Computer-assisted qualitative data analysis soém@aol, NVivo was deliberately not
used for efficiency reasons, since MS Excel prov@doe an appropriate tool for
analysis of the data collected in the current studly a result, there was no need to

‘learn’ new software. From my perspective, therenséo be many advantages to using
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NVivo for various source data formats, for examaledio-visual / video material. For
the current study, MS Excel was used as an admatict and reliability-enhancing
tool, while the coding and all other steps wereedoranually. It was used to organise
and analyse the non-numerical and unstructured dateerated during the expert
interviews. The aim of this was to sort and classifformation in order to identify
relationships and recurring themes and to crosglatal the information gathered.
(Richards, 1999)

In the coding process itself, four steps were f@dd: (1) language smoothing (for
example deletion of fill words); (2) reducing of ks to a capturing term/phrase; (3)
summary of topics with evidence from the varioupesk interviews (and documents

and observations) and finally (4) take out redurcdzs

I combined steps (1) and (2), which | called parapimg, or extraction. In this way
certain data was extracted from the full texts givdtn theoretical pre-considerations
based on the research questions and objectivetharehrlier literature review (Glaser
& Laudel, 2010; Mayring, 2010).

The process of codings suggested by Saldafa (2018as iterative and cyclicall
decided to follow that process and to use a twdesyapproach in order to reconsider
and refine the coding choices. For the selectiothefcoding method | looked for an
aligned approach with my research questions andcbbgs for the direction of the
study. In the current study, | wanted to discouveategic analysis and processes and
therefore used an exploratory approach. The coiesdd approach of ‘Structural
Coding’ seemed to be a good choice for a foundaifaroding to reveal these concepts
and catalogue them, applying a “conceptual phrageesenting a topic of inquiry”
(Saldafia, 2013, p. 84). Therefore, this coding @pgr was chosen for the coding
cycles. In the second coding cycle, | aimed attifigng further patterns in an inductive

way.

In the following paragraph, | will elaborate on tbleanges made from the first to the
second codingFirst cycle codingstarted with the data generation phase and ran
concurrently to it. The initial set of codes wasreleped with a deductive approach

before the interviews and based on the literatevéew and my own assumptions and
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proposition of the empirical study. After this, am explorative way, the codes were
changed, some deleted (as there was no evidetice franscripts) and new ones added.
These refinements took place during the inductiterview phase. This approach was
in line with suggestions by Mayring (2002, 2010)iléd and Huberman (1994) and

Saldafa (2013). As such, | followed a cycle-bagg@ach for categories and coding in
order to make the work more inter-subjectively aetrable (see Appendix 7.2.3 on p.

252ff. for full coding overview).

The second cyclstarted with another read through of the transs@md paraphrases.
Some new angles in the interview transcripts weseodered in this cycle that seemed
less important in the first cycle but enhanced thkie of the analysis (for example
collaboration partner locations: in the E8 intevwidapan was mentioned as a relatively
closed market that was not eligible for a certaarkat entry strategy due to its industry

structure).

Third parties (fellow researcher and doctoral sugers) cross validated and
challenged the codes and child-codes in (March R@k/suggested by (Creswell, 2013;
Saldafa, 2013; Turner Ill, 2010).

The complete overview of codes after the first aadond coding cycle is displayed in

Section 7.2.3 in the Appendix.

Step #3: Category/concept building and interpretatn

The codes had a ‘parent and child codes’ strucilthrese codes were then grouped into
themes and concepts. This relationship and sequemst®wn in Figure 28. In this step
the data was firstly extracted, then further reduaed distilled (e.g. Glaser & Laudel,
2010, p. 229ff.). The in-depth presentation of ¢hateps, from the particular data
elements to abstract themes and concepts, foutinent study can be found in Chapters
4 and 5.
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Figure 28: Concept-building through coding procedue
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In summary, a two-fold approach was used with ete/deductive coding and sub-
coding at the start of the first cycle coding. Tvas followed by two cycles of further
inductive generation of child-codes, also in linglmMayring (2010). The initial codes
were aligned with my research questions, which seklike an appropriate approach.

This was reinforced after the first interviews.

In total five main parent codes were built: (A) €ids and Challenges in the automotive
industry’; (B) ‘US America context for automotivgC1) ‘Strategic gap analysis’ / (C2)
‘Organisational decision-making within the tier dpglier’); (D) Equity collaboration
(IJV and IM&A) and link to strategy. Below thesergat codes, each had child-codes
three levels below, analogous to the research Taulsling blocks, research questions,

and interview guide.
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3.2.3.2. Documentation and observation analysis

The documentation and observation analysis wasuated in parallel to the interview
data analysis. Overall, these two approaches weantrto substantiate and challenge
the findings from the interviews. Further infornmatican be found in Section 4.2.2.
Unfortunately, the yield of this data analysis agwh was less fruitful than initially
expected given the limited in-depth analysis and thther ‘practitioner-focused’
approach of the presentation and documents. Howdweranalysis of documents and
the observations according to the four buildingckfoof the study contributed to the

overall picture, whether validating or not the fimgk from interviews, etc.

3.2.4. Ensuring research quality

Quality considerations and tests were constantlpleyed as part of the research,
including preparation, data generation and analy§lenzin & Lincoln, 2009;
Verschuren, 2003) (for the research design, seer&igd, p. 77). These considerations
and tests led to subsequent adjustments duringsttidy, which meant for example
collecting additional up-to-date data. Quality aspehave been discussed where
appropriate in the elaborations before. For exampleSection 3.2.4, | elaborated on
case study criticism and how to address it in tineent study. Quality considerations

regarding the literature review were addressecenti@n 3.1.2 (p. 58f.).

As envisaged before, the current study followedualitpative approach where the
regular research quality criteria such as religb#ind objectivity (as outlined earlier)
are less applicable as sole quality measures (Brygn8&ell, 2007; Corbin & Strauss,
1990; Denzin & Lincoln, 2009; Moses & Knutsen, 20&teinke, 1999, 2007). Two
main arguments for this are that qualitative refeaannot be easily replicated, if at alll,
and it is context specific and hence not genetalksd-urthermore, since the approach is
by definition subjective, the quality of the resgarfindings needs to be approached
differently than with the ‘traditional’, realistyiteria (Hatch, 2002; Steinke, 2007). The
criteria of reliability and validity stand as unigal concepts however. They can be
complemented by other qualitative quality critesiach as transparency, authenticity,
credibility, trustworthiness (Creswell, 2013; Lidea® Guba, 1985) and value-added,
appropriate choice of methods, diligent process udwmmntation, critical
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checking/validating, and ethical process. Reseéralings from qualitative research
should always be deeply rooted in the data (Mosdsn&itsen, 2007; Steinke, 2007).

(see also Section 3.2.2.1 for ethical considerajion

Therefore, one could argue for the need to apphpee general approach of auditability
of research, independent from the auditor (SteitR89). In order to enhance quality, a
multiple method, triangulation approach within qizive research was followed in the
current study as outlined earlier. Another appraachvaluate research quality is to be

strictly aligned with the research method and pdace used (Corbin & Strauss, 1990).

As a pre-work to the second coding cycle, two negsliand reviews of interview
transcripts were conducted to ensure that no as@eet missed. Even though these
caveats exist, the conceptsrefiability (internal: consistency of methods and results
across the study; and external: extent to whichstbhdy could be repeated by another
researcher and get similar findings), aradidity (internal: refers to the interpretability
of the research, it measures what it is intendedrid external: same results in different
settings and generalisability) were considered maprove the study’'s quality.
Furthermore, the aspects ioter-subjectivity trustworthiness (for example credibility)
and authenticity (for example fairness, ontolog@athenticity) are taken into account
(Kohlbacher, 2006; Swanborn, 1996).

Enhancing theeliability of the study meant thorough preparation and dallaation,
for example, to ensure data consistency and apptepmethodology. In order to
address internal reliable taping of evidence, tapson rules and data analysis
software were applied. For external reliabilitygléarly described the data generation

approaches and the data analysis methods.

Validity was addressed through the use of triangulatiothéndata generation. For
example, different methods and multiple interviesves well as the use of multiple
exploratory cases. If common themes are identifiedse findings can be considered
more robust (Denzin & Lincoln, 2009; Kohn, 1997nY2003).

In order to addregster-subjectivity issugeghe research aimed to be controllable, with a
sound basis (philosophical, methodology, etc.) eledr log and recording processes.

Husserl (1913) coined the term of ‘inter-subjedsiyiwhich is later used as a form of
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measuring the quality of qualitative research. ttwecept lies somewhere between pure
objectivity and subjectivity as it denotes a coricep personal experience of a
phenomenon that is experienced by several subguis is thus retraceable (e.g.
Husserl, 1913; Steinke, 2007). These thoughts ased on the ‘sub-stream’ of
interpretivist philosophy, which is phenomenolotfyhis seminal work, Husserl (1913)
posited that the real world exists but that it reeed be properly sensed in a
psychological (formal) and worldly (material) ways such, the aim of phenomenology

is the descriptive analysis of the consciousnesdbacts.

3.2.5. Data presentation

Where appropriate, anonymised quotes were adddbetaespective sections of the

findings, as suggested by Boyce and Neale (2006kXample. In order to add further

credibility, data displays in tables, boxes, amplifes were also used. A word cloud was
used to get an initial overview of the key themesthe in-depth expert interviews

(Figure 39 on p. 171).

To conclude, there are arguments for and agairetifsp research approaches. The
most appropriate choice for the current study, dase all relevant factors (own
ontology and epistemology, experience, researcfjesilexternal factors, etc.), seemed

to be an interpretivist, constructivist approacthwnixed qualitative methods.
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3.3. Summary and interim conclusion

Chapter 3 considered methodology and methodsaitest with an overview of the
method of the literature review and concluded witdborations on the empirical part of
the current study. The literature review was iflifidone in a systematic way and then
complemented by iterative, ‘snow ball’ and manwesrshes. It therefore accompanied
the whole study period on a continuous basis torggtilar updates on the relevant
matters. In principal, the review used a meta-ssgithapproach in order to incorporate
results from both quantitative and qualitative s#gdIt was systematic, as it followed a
three-step approach. Firstly, each building blockswesearched separately, then
pairwise combinations were looked into (IJV and IM&s the main themes, each
combined with the other building blocks) and ulttetg a search of the intersection of
blocks was conducted. The final search revealegsaarch and literature gap in that
area. For the search strategy, a total of sevdosion/exclusion criteria were applied.
This was followed by a manual research funnel tterdeine literature that was
perceived to be the most important for the curstatly. A triangulation approach was
used for quality assessment, to cross validateékeand ideas through various sources.

This was paired with a view of research qualityha published articles in journals.

A chain of reflections was initially conducted tetedrmine the appropriate approach to
the empirical part. Firstly, the paradigm of coastivism underlying the current study

was introduced. Furthermore, an emic approach waslucted, with the researcher
being part of the research arena. The implicatwinthis needed to be considered in
order to reduce biases and enhance validity. Astineent study followed a qualitative

case study approach, the idea was to generateperderderstanding of a particular

context, rather than generalisation. The advantagesdisadvantages of this research
strategy were then assessed and quality mattersideved. Here, the two classical

concepts of reliability and validity were supplertexhby inter-subjectivity. To enhance

the quality and robustness of the research, a tigbrgreparation, triangulation and

cross validation and enhanced transparency weléeedpphe cases analysed were only
introduced after careful selection. They are spekrwledge and holistic cases,

according to G. Thomas (2015)’s and Yin (2003)}oteomies. There was one case per
collaboration mode and all within the tier 1 suppknd US-contexts.
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The research design of the study was divided irdoreeptual and a technical element,
outlining the approach taken to data generationaradysis. The analysis was mainly
based on semi-structured expert interviews thaewranscribed and coded.

In summary, the approach used was two-fold withaete/deductive coding and sub-
coding at the start of the first cycle coding, daed by two cycles of further inductive
generation of codes, also in line with Mayring (@D1The initial ones were aligned
with my research questions, which seemed like goroggiate approach that was
reinforced after the first interviews.

The categories were built on this basis. They weiteally deductively based on the
author’'s own experience and the literature revi@llpowed by inductive, iterative, and
cyclical changes and additions that were deeplyeb the data. Documentation and

observation analysis were also taken into accauobinplete the picture.
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4. Findings and analysis

The previous chapter presented the methodologieshto literature review and the
empirical part of the current study. The followicigapter presents the findings from the
literature review (Section 4.1) and from the engairipart (Section 4.2). In order to link
back to the basis of these findings, there willchess-references in the sections where

appropriate. Finally, Section 4.3 summarises thepants of the chapter.

4 .1.Literature review

This section presents a two-step approach with rigigise® and thematic analysis
(overview of major/recurring themes in the literafu This is firstly for the Broad
searches’and subsequently for thePairwise searchésand finally the ‘Specific
searches{(see also Section 3.1).

4.1.1. Descriptive analysis

Figure 29 gives a summary overview of the findin§the three different review levels,
with illustration of what intersection of the buid blocks (and correspondingly the
research questions; please refer to Figure 20 &2)pis looked at. The columns to the
right indicate the respective research coverag¢hénreview levels as well as the
rationales of the current study. The various seamproaches can be considered like
filters. The broad themes provided a lot to reviaw there was less for the pairwise
combination searches and nothing for the specitiersection of the current study (i.e.
the strategic analysis with regard to IJV vs. IM&#Athin the contexts of the automotive

supplier market and for international transactiaith US partners).
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Figure 29: Summary of literature review findings

Review level Level of analysis Research coverage Current study

Main contribution;
approach combining
Inter- X thoughts
section/

specific (S)

Ty Setting the scene;
Pairwise

combinations' \/ Check what is already
there
®)
Covering the
Basic literature for each \/ \/ \/ basics

building block (B)

Source: author’s own (2016); n.b. tick marks intkdat there is evidence, crosses mean no evidence

As outlined in Section 3.1.2 on page 48ff., (jolyrarticles, research reports and
underlying books were included in the broad searchie idea was to look at theories,

concepts, and themes and there was a myriad ohusus.

The pairwise searches are the main literature wegiep as they analyse studies and
texts on international inter-firm collaboration,inea with the other important aspects of
the study (bl automotive supplier context; b2 USefna/cross-border context; b3
aspects of strategic organisational decision-makimgplished between 1990 and 2016.
In conclusion, the literature on this subject hasheed significantly post 1990. By then
a lot of theory building had happened and studezsrsto analyse specific aspects of
collaborations, such as R&D or specific countriesndustries. Authors stress different
aspects of the key parameters of such collabosatdthough they identify appropriate
resources and benefits allocation and the seleatiothe appropriate partner (and

collaboration mode) as the two most important feecto

Mergers & Acquisitions (‘M&A’) and Joint VenturesJ{’) are the key collaboration
modes (in a broader sense) explicitly analysetarliterature.
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The literature on international inter-firm collabé@ions is also broad. Four main types of
study papers can be identified. These are desaimverviews, quantitative studies
based on regression models (mostly for the measmeof success of International
Joint Ventures or ‘1JV’), quantitative event stuglighich are mainly used in the context

of M&A analysis — for example Mentz and Schiere2R(8) — and qualitative studies.

As outlined earlier, a pre-screening of the coltation modes revealed that the JV and
M&A approaches are the most important while theréar less literature available on

other types, such as licensing. Within the sub$¢h® identified papers that have an
explicit focus on JV and M&A, the focus is on M&A.

Within industry there are various papers on theormotive industry with regard to
collaborations, but most of them are focused oriapessues such as R&D capabilities
in IJVs in the Chinese automotive industry (e.ga@hAnand, & Mitchell, 2005). The
regional focus in international collaboration saglis not the key subject of the study,
but it is nevertheless interesting. There is arcteadency towards China and other

Emerging Markets these days, as opposed to establimarkets.

Given the sample of texts in the pairwise searchds, difficult to draw conclusions
about the literature overall. Most findings froneteample are consistent with other
literature reviews in the area. For the distinctibetween quantitative (mostly
regression-based) and qualitative studies, theetenydis toward quantitative studies,
which is in line with findings by Slangen and Hert{@007) (see Figure 30).
Furthermore, M&A analysis tends to use event swdas M&A effects are better
measurable than other types of collaborationsexample, acquired target is a separate
reporting unit within the acquirer's company. Tlapproach can be followed when
targets and/or acquirers are public companies, lwisioften the case (in particular in
the USA). However, there is also some qualitativalysis, based on case studies (e.g.
Balcet & Enrietti, 2002).

Nothing of note was found in the specific searcivgh parameters for all building

blocks as the intersection.
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Figure 30: Overview ‘quantitative’ vs. ‘qualitative’ studies

Quantitative
Qualitative

Not clearly
attributable

Source: author’'s own (2016).

4.1.2. Thematic analysis

This section focuses on the thematic analysis, lwtries to systematically pinpoint and
examine patterns and themes within the literatekgew data for the various search

approaches.

Thematic analysis and synthesis of Broad searchdsl{b4)

To re-iterate from Section 2.1 (see p. 10ff.), tbibowing four ‘building blocks’ are

analysed in this study: (1) Trends and challengetheé automotive supply industry
(with a focus on the passenger car market); (2s§&hmrder focus / USA (general and
automotive); (3) Strategic gap analysis and (orggtional) decision-making; (4) inter-
company IJV and international acquisition/IM&A awasegic tools. Each of these

overlap in some respects and are considered fustiew.

Automotive trends and challenges (b1)

On the one hand, the features and trends of themmative supplier industry are well
covered in the documents and reports of industepa@ations, industry experts and
consultants (e.g. D. Becker, 2016; Dannenberg &irkiens, 2004; Ostermann &
Harvey, 2016; RolandBerger & Lazard, 2013; Sedgwa2€K 3; VDA, 2014). Therefore,
the findings and the priorities in these papersehavbe reflected on critically, in order
to assess whether the respective expert or adwismestheir own agendas (for example
they want to ‘sell’ certain technology / M&A trendsr if the report is client sponsored.
However, most of the reports came to similar casiolus, which gives some credibility
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to what the current trends, drivers and challerfg@$4-17). On the other hand, there is
limited coverage of the subject in academic papdevertheless, the good news is that
the expert papers are all relatively recent andougate (mostly published between
2012 and 2017).

The authors use various different approaches. Meir&k Company use a quantitative
model and interviews, PrimeResearch uses expertlpand surveys and Roland
Berger and KPMG use surveys (‘Roland Berger Sup@EO radar and ‘KPMG
Global Automotive Executive Survey’) (D. Becker,1%) 2016; McKinsey&Company,
2012; PrimeResearch, 2015; RolandBerger & Lazabdd3P Interestingly, the results
only differ in nuances. The next paragraph detgéneral findings about the

characteristics of the industry such as its stmecand key trends.

Industry trends and challenges

The automotive industry is a changing industry @#d by various trends (see the
introductory chapter of the current study). Theutle®sf this is a VUCA (volatile,
uncertain, complex, and ambiguous) environmentudeig3l summarises the main
trends mentioned in the literature along the dinmarss of supply base, competition,
production, technology/legislation, capital markigsncing, OEM and end customer.
The allocation of trends to the components of VUiEAuzzy, even though some trends
tend to affect one or the other component more.dxample, factor markets such as
capital/financing, raw materials or labour mainlyivd volatility while technology
changes primarily lead to ambiguity. In other wonds clear one-to-one allocation of
trends to the VUCA elements was made. Ultimatelig particularly difficult to decide
which strategic direction to give a supplier in ésnof ‘energy revolution’ with special

regional implications, for example in the USA).
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Figure 31: Automotive trends resulting in VUCA envionment
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Source: adapted from Hota and Pujari (2012); Lurgp0l); McKinsey&Company (2012);

RolandBerger and Lazard (2013); n.b. this overvimpresents a selection with no claim to be

Ambiguity

exhaustive

The uncertainty and ambiguity of technology tremdsfutomotive have always have
been a central theme in this industry. Exampletlicg include the past innovations of
automatic transmissions in the 1960s, antilock ingakystem (‘ABS’) in the 1960/70s
as well as Electronic Stability Control (‘ESC’) tine 1990s. Most studies in recent years
agree on these key trends, sometimes referredrteega trends (D. Becker, 2015, 2016;
Hirsh, Jullens, Wilk, & Singh, 2016; Kaas et alQ1B; Lache et al., 2016; Michaeli,
2016b; PrimeResearch, 2015). However, some autpotsparticular emphasis on
aspects that others do not see as key. For exathgld?rimeResearch (2015) survey
came to the conclusion that design aspects aregy drdued. This finding could not be
materially substantiated with other sources anoniy a subjective view since no one
currently knows what will be important in the futugiven that automotive currently in
in a VUCA situation. Figure 32 gives an overviewwdfiat most studies consider the
key technology trends, including efficiency, conmgty and safety with their specific

sub-trends below.
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Figure 32: Overview of key technological trends irmutomotive
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Source: author’'s own (2016), adapted from ALPHA1@0 PrimeResearch (2015), RolandBerger
(2015) and Michaeli (2016a)

Ad (1): Efficiency (Electrification of the car etc)

PrimeResearch (2015) differentiates efficiency itightweight material and new
energy (fuel cells, batteries) cars. This indicakesrise of alternative fuels and hybrids
as sources for power. One example that emphasiseagetv importance from a political
angle is the decision of the German parliamenintmduce an incentive scheme for
buyers of electric cars (GermanBundesregierung6owever, the historically low
crude oil prices (2015/16) have reduced the mommerttiithis trend, demonstrating the
increased volatility in the automotive industry. diner interesting aspect is the
potential infrastructure bottleneck that adds canipy, for example, batteries and re-
charging facilities for electric cars. Some expasds the US automotive companies as
dominating this area. (e.g. Eisert, Hohensee, Re&ghaal, 2016) Nevertheless, in the
mid-term, the “electrification and systems integmatwill result in an evolution of the
value chain — Some suppliers might lose their curpositioning” (RolandBerger &
Lazard, 2013, p. 41).

Ad (2) Connectivity including ADAS / AD

There are three key topics to consider within thiend with Advanced Driver
Assistance Systems and Automated DriiddPAS’ and ‘AD’) playing a key role.
(Gerra et al., 2016; Hirsh et al., 2016; McKinsey&pany, 2014; PrimeResearch,
2015; Ringlstetter, 2015) The ADAS era in particusaaccelerating, in the sense of real
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automation (e.g. Gerra et al., 2016). Furthermibre, generation odligital data which
can be among other things used for individualisedketing and insurance companies,
seems to be a new trend. Finalhgew HMI (‘human machine interface’ or ‘advanced
human interface solutions’ / AHIS) applications dhd integration of smartphones and
other communication are perceived to become momgolitant. Google and Apple
dominate the market of digitalisation (>90% mariedre) and pushing into automotive,
this will be a key trend to watch. Ultimately, thiggitalisation and networking will
become the basis for and enabler of a “high perdoice transportation system [...] [to]
revolutionize transportation” (VDA, 2014, p. 16Evidence of different assessments of
the future impact of trends is the statement byRbed Chief Executive Officer Jim
Hackett who does not consider the autonomouslyrdyigar to be as imminent as other

industry experts (Automobilwoche, 2017).

Ad (3) Safety (active and passive)

Robust and reliable safety features (active andipasseem to be the key to customer
acceptance for ADAS / AD (e.g. Bernhart, Winterhéfbsenberg, & Fazel, 2016; FKA
& RolandBerger, 2016; PrimeResearch, 2015). Howeawer number of safety critical
incidents and accidents has increased significaftig reasons for this are mainly the
increased mileage of cars and the increased caimpgiressure in the industry, leading
to higher standardisation and global platforms.ofttmuous increase in vehicle safety
and the monitoring and management of risks is fhegecrucial for all suppliers as well
as OEMs. This is also supported by political iniies, for example, through the
initiatives of the European Commission or the USegoment such as the Euro NCAP
or the US NCAP (NCAP = ‘New Car Assessment Prograipife.g. RolandBerger &
Lazard, 2013; VDA, 2016).

Excursus - the case of TakafBhe company was faced with significant recall vods

and associated costs after numerous product failmd incidents. This led to mistrust
of their technology and products, the share priopped significantly and there was a
chance it might go out of business. After attemjptgescue the company through
collaboration and joint ownership by key markettiggrants, the company ultimately
filed for bankruptcy in 2017 and was to be takeerdyy KSS/Joyson of China (status

as per December 2017). This shows the importand¢keotafety element to corporate
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strategy and business development. (advisor dismssBerfield, Trudell, Cronin Fisk,
& Plungis, 2016; Mergermarket, 2016, 2017a, 20Relters, 2017)

Ad (4) Other trends

Other trends that affect the automotive industeyartomation / ‘Industry 4.0’ (connect

industrial production with modern IT and communigatsystems), shared mobility

digital / new customer interfaces and new desigiufes. Some reports, for example
Bernhart et al. (2016), comment on these but, jugiffiom the number of times they are
mentioned in the reports, they are not as key asother three. For this study, these
trends are not commented on in further detail seaeh trend in itself could be subject
to a study itself. Nevertheless, these trends fsogmitly affect the strategic thinking of

automotive suppliers and hence influence the datsson inter-firm collaborations or

acquisitions. In view of this, the trends will beadysed where appropriate, particularly,
when it comes to collaboration with US automotieenpanies.

Industry structure: changes under way

Traditionally, the automotive value chain and indystructure is characterised by a
pyramidal hierarchy and the pressure flowing dotis pyramid or value chain. This
includes demanding and price sensitive end cus®aradt OEMs that exercise pressure
on tier 1 suppliers etc. (n.b. these are in theidoaf this study). There are dominating
OEMs, which need system suppliers (and other seq)lto invest in innovation, while
at the same time prices need to continuously gonddwis price drop, among other
things, be achieved through smart sourcing (fomga via dual sourcing strategies).
Some academics describe their own experienceshaydseem to be partly biased by
their involvement in what many suppliers feel lelia one way pressure system, since
they talk about “dynamic blackmailing” or “innovati expropriation” (Bauer, 2010, pp.
132, 165). The industry structure has been likes flor decades but pressure has
increased, as the number of OEMSs is reduced (sped-b on p. 17) and volumes per
OEM have therefore increased significantly. (e.cau®, 2010; Dannenberg &
Kleinhans, 2004; Ringlstetter, 2015)

Examples of OEM dominance include ‘pre-contractspuee’ (Rolandberger2013;

Bauer2010): increased upfront requirements sinc©push down their R&D ramp
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up towards suppliers. Therefore, suppliers needitiaddl, not compensated,
investment. Sometimes they need to pay upfrontetioagm award, which has a high

impact on the suppliers; both innovators and preosegcialists.

At the same time, there is a mutual dependence degtWODEMs and their tier 1
suppliers. Some of the main reasons for this sdoadre the increased complexity of
products, time pressure and difficult cost posgi¢ee Figure 31 on p. 117). Therefore,
many OEMSs increasingly reduce their value chain laund complete systems from their
tier 1 suppliers. There is a change in perceptipithe OEMs of suppliers from pure
contract partners to an integrated strategic syspartner, which provides an
opportunity for suppliers. (e.g. Lung, 2001; Ringteer, 2015; VDA, 2016)

Within the tier 1 suppliers, Juergens (2003), fearaple, distinguishes between four
different segments:

(1) Systems integratorgor example Bosch, Continental, Denso, JohnsomrGis, ZF
Friedrichshafen

(2) Product suppliergcomponents that require high technology and/qegise) for
example Aptiv, Autoliv, Delphi Technologies, GKN,aHnan, Mahle, Meritor,
Visteon

(3) Product developertor example Bertrandt

(4) Assembly specialist®r example Benteler, Magna (even though Magna ks
strong components expertise for example after tloguiaition of Getrag

transmissions in 2015), Pininfarina

However, as mentioned earlier, the traditional stdu structure is changing. The
reasons for this are thadustry trendsthat affect the world of automotive suppliers.
They favour a deeper specialisation in the seatdraamore network-oriented industry
structure, as opposed to a pure hierarchical streichis applies to the global market
and particularly to the dynamic automotive marlgetsh as the USA (e.g. RolandBerger
& Lazard, 2013).

The system integrators in particular could benfeditn these trends, since automotive

becomes even more R&D driven, while OEMs could puédly focus more on their
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brand management (Dannenberg & Kleinhans, 2004rgdns, 2003; Lung, 2001;
Sedgwick, 2013).

The industry trends have resulted new market entrantssuch as Apple, Google,
Nvidia, Samsung, and Uber also competing in theketgplace Some of them have
entirely new business modessich as Uber: the taxi network and technology paomy.
These companies have interestingly almost all oaigid from the US. These new
entrants have led to significant changes in thebilitg industry’ or the ‘automotive eco
system’. The key questions are, ‘In light of thewected car, what will the automotive
supplier group look like in the future?’ and ‘Whdlivake which part of the automotive
value chain?’ (Bernhart et al., 2016; Juergens32B@imeResearch, 2015).

However, the new companies face significant chgken They do not usually have a
manufacturing history nor they have their sales aradketing focus on automotive.
Furthermore, the industry’s limited financial appéso far) with continuous price
reductions requested by OEMs give mostly slim nmrgpaired with significant
investment requirements (e.g. PrimeResearch, 20h&yefore, collaborations between
new companies and traditional areas become moramnamd appealing to the partners
and important; for example, Bosch and NVidia ar@ntmg up to develop Artificial
Intelligence ‘Al' for automated cars. They annouhdieir strategic collaboration in
March 2017. (Ohnsman, 2017)

Finally, another important aspect that adds coniple® the traditional value chain

structure is the high growth of emerging market panies into established markets.
Recent examples for this development include thguiattion of Bosch’s starter and
generators business by Chinese Zhengzhou Coal ¢liMiachinery Group (closed in

2018) and the acquisition of the Japanese supph&ata by Key Safety Systems /
‘KSS’ which is part of the Chinese automotive camgérate Ningbo Joyson (deal
announced in 2017) (Mergermarket, 2017a, 2017d8&01The internationalisation

efforts of these emerging automotive market pgodéicts are highly ambitious but come
from lower levels compared to European or US peenpanies (for example low-cost
country suppliers entering the US American mark@&grret, Kohlen, & Mogge, 2011,

Humphrey & Memedovic, 2003; Ringlstetter, 2015;r§&aon et al., 2009)
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The current and mid-term perspective of the autoraahdustry structure is displayed
in Figure 33 and shows how it converges with ott@rcepts, for example car sharing.
These changes can already be observed and ardexkpegain further momentum as
they continue (e.g. PrimeResearch, 2015).

Figure 33: The automotive industry structure

: Innovators :
Electronic conglomerates (e.g. Silicon Valley) Software companies

____________________________________________

Tier I
(System) OEMs
Suppliers

Tier III Tier IT
Suppliers Suppliers

= Raw materials = Modules

= Semi-finished = Components
products

= Parts

= System integrators = Volume segment

= Product suppliers (for = Premium segment
example High-tech
components)

= Product developers

= Assembly specialists

Telecommunications / Car Sharing /
Telematics mobility concepts

Value-add and complexity

Source: author’s own (2016), adapted from Juerd@063), Mentz (2008), Sturgeon et al. (2009),
VDA (2014), PrimeResearch (2015), Ringlstetter &0dnd Michaeli (2016a)

New OEM entrants

The next section considers international collabonadnd M&A activity as well as the
US American market specifically and it assessestvalcademics believe to be the

consequences for international suppliers.

International / Cross-border / US aspects (b2)

The automotive industry can be considered to Hg global due to the globalisation of
the product ‘mobility’ and the resulting world-wideach of OEMs and suppliers (e.g.
Ringlstetter, 2015). Since the cross-border aspdds additional complexity to any
strategic consideration, to collaborations in gatdr, it is worth looking at specifics of

these international activities and the underlyiaionale.
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There are generally three categories within théiht models and theories used to

explain theinternationalisation of companies through collabboa:

(1) On foreign trade The classic theories of cost-based traditionabties by A. Smith
(1776) and Ricardo (1891) explain why trading (imfsxport) can be favourable.

(2) On foreign direct investments (or ‘FDi'These focus on equity collaborations and
other entry forms involving investments.

(3) Broader theoriesThese try to explain different types of intemficollaboration.

Trading is not the focus of the current study and(¥) is not considered further.
However, the following paragraphs give an overvivwselected theories in categories
(2) and (3), which seem to be relevant explanataanthey focus on internationalisation
through collaborations and do not discuss inteonali trade in general. The theories

apply to many industries, including the automosugplier industry.

The theories of category (2) explain FDI with capiharket differences in interest rates
and portfolio considerations (e.g. Rugman, 1976)otAer approach is posited by
Hymer (1976) who argues that control is a key neotier FDI and that companies
which possess a monopolistic/competitive advantage their competitors also strive
to use this advantage abroad. Diversification B/goroduct in his theory. Experience
suggests that this theory can be of high relevémcéhe automotive supplier industry,
as control over its activities is a prime strategecessity for example to satisfy

customers and to ensure global quality standards.

Within category (3), some theories explain inteioralisation with behaviour patterns.
For example Aharoni (1966) posits that internatisasion is the result of a collective
decision-making process characterised by ratiomal @rational elements. Another
approach is to explain the imperialistic charasteriof some international transactions,
for example, China expanding abroad through adipisi and inter-firm collaborations
(Senghaas, 1972). Burgers et al. (1993) arguectiiboration is chosen when it leads
to a cost-efficient way to gain further strategapabilities. The product lifecycle theory
considers the stages of corporate development akspective company where
internationalisation starts with exporting then m®vover to other types of inter-

company collaboration with more commitment (Vernb®66).
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Porter (1990) posits that industry sectors, whi@ndjit from favourable location
advantages, are in a good position to internatismaOver the past years, this theory
has been tested and supported, for example, byni2nak Garretsen, Van Marrewijk,
and Van Witteloostuijn (2013) for cross-border M&A the manufacturing industry.
This theory explains why European automotive s@pplsuccessfully internationalise
as they benefit from its favourable domestic caodg including favourable demand-
side factors, resource base (for example humaruress, capital, knowledge, R&D
facilities), and a generally supportive politicahveonment. Another approach in
literature is that three types of OLI advantagetemaine the entry choice decision
between equity vs. non-equity types of collaboratibhese are ownership (access to
and control over sophisticated and differentiateddpcts or services, multinational
experience, etc.), location (market size, dynamichances/risks, etc.) and
internalisation advantagesaye transaction costseduce contractual risks, etc.) as
posited by Dunning (1976). Agarwal and RamaswarB®) support this hypothesis
using a positivist approach with a regression mogaining some ideas about
connections without really going into the undertyireasons behind them in depth.
Their analysis is based on primary data from theed@pment-leasing sector. One key
sub-aspect of the internalisation advantages ddlootations, in particular international
JVs, is mutual learning (Anderson, 1990; Nam, 20Rkjother aspect in addition to
these more traditional advantages is the acceserdanisational knowledge and
geographical reach, which can be internalised titocross-border M&A transaction
(Anand, 2005). Only the companies that identifiddhaee factors (ownership, location
and internalisation advantages) driving their inéionalisation consider FDI, either

directly or with a partner.

One theory that is based on the process ratheraanstatic approach is postulated by
the Uppsala school (Johanson & Vahlne, 1977). Sste¢éic and dynamic factors
influence the respective company, internationabsais an incremental process. In
traditional industrial organisation theory, collaation is seen as a means to reduce
competition, also in an international context (Banget al., 1993).

Ultimately, it is to note that in most cases theraot a single explanatory theory or
motive behind the strategic rationale of a traneactt is rather a ‘mosaic’ of theories,

which are not clearly delimited and sometimes a@gerbr build on each other.
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Furthermore, there tend to be a various motivatimggers for international collaboration
involved. (Kutschker & Schmid, 2010, p. 364ff.)

Cross-border context specifically for the USA

One of the key automotive host markets is the U&Aoutlined in Section 2.1 on page
17ff. In this paragraph, three lines of thoughts fmllowed: (1) general considerations
on the US American market; (2) focus on the US Acaer automotive supplier market;
(3) strategic implications of the first two on tlfmternationalisation) strategies of

automotive suppliers.

General considerations on the USA as host market

The USA is one of the largest economies worldwidd growing, but has all the

complexities and socio-cultural concerns of an stdal country (for example aging

population). Additionally, it is an innovative matk with minimal and innovation-

friendly regulations and legislation. For examjiteSilicon Valley Google cars / ADAS

cars are being tested on real streets (which if7 20hot possible in Europe). (Hennart
& Reddy, 1997; HSBC & PwC, 2012)

Due to the high transparency and openness forgiotiavestors and no real structural or
governmental problems to entering the US as tlgeireconomy in North America, all
entry / inter-company collaboration modes are opencompanies (the possible
implications of Trump’s presidential election rem#&b be seen.) This openness is based
on investment control by the, ‘Exon-Florio Amendriefthe full name of the
Amendment is ‘Exon—Florio Amendment 50 U.S.C. app®, 1988). The ultimate aim
of this Amendment was to review foreign investments the USA, with the initial
rationale being fear of foreign acquisitions by alsgse companies. Now, if a foreign
investment is perceived to potentially endangerriaigonal security of the US, it may
be reviewed and ultimately blocked by the Presidénihe US. In addition, it should be
noted that transactions between their party coestfe.g. China and Germany) are
reviewed, if they do have a US-angle to them, @tiengh none of the partners are US-
based companies. In practice, the oversight isgdétel to the Committee on Foreign
Investment in the USA (‘CFIUS’). (J. K. Jackson 18D While the regulation was about
inbound M&A transactions into the US, currently (&3 end of 2017/early 2018) there
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are discussions about expanding this oversightntdude also minority and IV
transactions. These considerations might includgaice exemptions for allies and
certain NATO partners of the USA. However, thisstdl under discussion and pre-
mature to draw a final picture. In any case, tlgulaory approvals might take longer
but it is still possible to do equity collaboratiaieals with US-based partners. (e.g.
Fleming & Donnan, 2017; Whitehouse, 2018)

In fact, there used to be a limited number of case®wed. In the large and diversified
manufacturing sector there was ca. 320 between 2068014, i.e. on average 40-50
per year (J. K. Jackson, 2016, p. 25ff.), whichnag many in the light of overall
transaction volumes. This might change howeverthece seem to be more cases being
reviewed, given the new political environment ie thS following the Donald J. Trump

presidency.

US American automotive supplier market

Historically, the USA has been a key market for anidomotive industry, as part of the
classical ‘triade’ (the most advanced economic himgtuding the USA, (Western)
Europe and the industrialised East-Asia with Japanyan, South-Korea, Hong Kong,
Singapore). The years since 2000 were particulanbllenging for the US American
automotive market as material and input costs agseell as competitive pressures as a
result of increased globalisation. Additionallypplier margins have been continuously
squeezed since the US American consumers seem toobe price-sensitive than
customers in other markets are. Technology washanativing factor, for example, for
the hybrid powertrain, which was not then the gjest competitive pillar for US
American suppliers. They therefore suffered morantlituropean suppliers did, for
example. Lastly, the global recession between Z®0&it the local supply market
severely and volumes of production dropped by 686 Hetween 2007 and 2009.

Due to these developments, the US American suppléeket needed to adapt through
rigorous cost cutting and re-aligning of productrtfmdios, and this proved to be
ultimately fruitful. This recovery has continuedesvecent years, based on low interest
rates and low gas price levels. In addition, vehiptoduction has risen again and
suppliers report healthy profits. Furthermore, thesrall US economy continues to
perform strongly with employment also at high level (IHS, 2016;
McKinsey&Company, 2012; VDA, 2016)
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In terms of size, the US American market curreattgounts for almost 1/2 of the total
global automotive market (Mentz, 2008). Going fomlvaproduction volumes and
demand indicators are expected to remain positieethis momentum is expected to
continue. Additionally, the US American market bisokigher growth potential than
other established markets (for example Japan andtéife Europe). US American
volumes could reach 18 million passenger car ity the next 2-3 years. (e.g. FKA
& RolandBerger, 2016; IHS, 2016; Lache et al., 2016

As outlined above, the current automotive (techggldrends from the block 1 or the
‘b1’ search on automotive markets, also affect tHe@A. In fact, today innovative
clusters, such as Silicon Valley, grow close to #twtomotive hubs such as Detroit
(Michaeli, 2016b). What is particularly striking tlse new ways of innovation through
start-ups or university collaborations and the ltesyl on-going ‘Hunt for talents’ in
Silicon Valley, with increased salaries as a war datomotive companies to secure
access to innovation and engineering knowledge (&:genweg, 2015; Lucks, 2017).
The following considerations on key technology aspésee also b1l search) are shared

by most authors (see Figure 32 on p. 118).

Efficiency

McKinsey&Company (2012) conclude that new fuel-emogy regulations are key
market drivers in the USA. Retrospectively, thisoygd to be right, given the
Volkswagen diesel crisis in 2015-17. Furthermdneythighlight the importance for the
developed US automotive companies of focusing agh hialue-add components,
mainly in powertrain for efficiency reasons thaoslhl be in suppliers’ active portfolio
management. PrimeResearch (2015) on the otherfband that US American markets
are not that significant for fuel cell and e-mafyilicompared to Japan and Germany,
which are considered the major established maiketisis field. Nevertheless, in this
field most of the few ‘pure play’ electro mobili§EMs are headquartered in the USA
and are driving this (Faraday Future, Fisker Auttwep Lucid Motors/Atieva, Proterra,
Tesla, Zero Motorcycles, etc.) (e.g. Eisert et2016; Gupta, 2016).

Connectivity and ADAS

Almost all major companies in the new field of centivity and autonomous driving

are US-based. For example Google and Apple, haamered the automotive industry,
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play leading roles now and will do going forwarcerde in the ADAS market, the USA
dominates, followed by Germany and Japan (e.g. éResearch, 2015, p. 21). These
results are consistent with FKA/Roland Berger 2@hfings. The USA has a strong
focus on ADAS, high market potential and favourdbtgal frameworks (for example in
comparison to Europe). Other authors are more ise¢pind attest to the importance of
the US American market, particularly the hub ofceih Valley. However, they also see
that traditional US and international OEMs and dip will reinforce their own
importance in the future through investments asl sl collaborations and M&A
activity (McElroy, 2017).

Strategic implications for international automotive suppliers and link back to the
study focus

In summary, suppliers cannot neglect the trendsctffg their industry that result in a
VUCA environment. As a potential consequence foppsiers, there are certain
‘strategic risks’ which can result out of ‘strategjaps’ (Deloitte, 2015, pp. 3, 21, 27).
In addition, RolandBerger and Lazard (2013) repaorthese risks and the necessity to
monitor them. The key reaction strategies, whichld¢de applied to counter the risks,
are, among other things, outlined in McKinsey&Compa(2012) (stand-alone

strategies vs. using collaborations):

» Cost improvement: Cost structures should be actively managed.

e Product innovation: Automotive tier 1 suppliers should get the fullnbét
potentials from new products. The idea is to retm@p as much of the
participation in achieved productivity gains by pligrs as requested by OEMs
through higher value-add contents per vehicle. abiglies to the USA but also
elsewhere.

* Active portfolio management: Key factors to consider seem to be: “smart
consolidation in selected segments with high besrie entry” and “divestment
of ‘hard to create value’ products” and “exploratimf adjacent areas”
(McKinsey&Company, 2012, p. 23)

The texts that focus on the automotive market & WSA state that the findings can
potentially also be applied to other establishedketa; for example Western Europe

and Japan (e.g. McKinsey&Company, 2012).
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Furthermore, the US American automotive market oartte neglected by tier 1
suppliers that truly think globally. Even though enging markets are on the rise, the

following should be considered:

» Size-related, the USA is still important.

* US American suppliers are important: 9 of top 5@pders tier 1 by sales
(2015) are from the USA, followed by Japanese aedr@n suppliers (Statista,
2016). (refer to Figure 7 on p. 19)

* Regional diversification is important and suppliersed to be close to their
OEM clients (and the Detroit 3 still shape the Olevidscape) with the right
products and technologies.

* The USA determines the future of automotive.

» Attractive regulations enable tests of new techgie® and products, for

example autonomous driving.

Since regulators are still perceived to be slowotimer markets, such as Europe with
agencies such as the European transport safetycicqUBTSC’), some European

suppliers are complaining about the potential loSsompetitive edge (e.g. Topham,
2016). Meanwhile, the US American market is peregito be also attractive for

suppliers from a regulatory point of view.

Further evidence of the importance of the USA asuatomotive market for European
companies is Volkswagen which is struggling in & American market but keen to
stay in it, even after the ‘Dieselgate affair’ (&/goebcken, 2017).

Not all of the opportunities and aims discussedlinand b2 are achievable through
organic corporate development alone, for exampigpoding of non-core assets or
getting access to new technologies in a timely raanfherefore, collaborations are
important as they sometimes represent the only twagach the goals. The two core
elements of the collaboration strategy that forne thasis and cover important
procedural aspects are strategic gap analysis lnarganisational decision-making.
These are considered below:
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Strategic analysis and decision-making processesanganisations (b3)

Strategic decision-making is an integral part afompany’s organisational processes.
The contribution of this study is to make recomnaimhs in an advisory framework on
how to enhance the potential success of cross-badeity collaboration for the

automotive supplier industry.

Strategic considerations including strategic gap aalysis

Strategy has a fundamental impact on the long-fgrformance of organisations such
as international companies (Ansoff, 1970; Chandl®Q0; Janczak, 2005). As Porter
(1996) argues, a company has to have three piltarsuccessful and competitive
strategic positioning. It needs to have a distiand unique value proposition, a
delimited set of activities and a close fit betwée® companies activities and resources
(Porter, 1996). Porter (1996) uses the term ‘iatit analysis’ regarding a company’s
activity. If there is a misfit, the strategic gaposld be addressed and embedded in a

clear corporate strategy.

The concept of strategic gap analysis is covergéensively in the academic literature
(e.g. Dagnino, 2003), not only for the automotiup@y industry. For example, Perlitz

(2004) posits a decision-tree approach to analysategic gaps and possible
international ways to close them. He emphasisesntipertance of strategic decision-
making to engage in internationalisation strateglé®re is no strategic gap in ‘active
internationalisation’ but management follows a podve internationalisation. There is
already a strategic gap in ‘passive internationtii;’ and internationalisation is a way
to address this gap (Perlitz, 2004, p. 156f.). Tassive approach is the focus for the
current study.

Ansoff (1970)'s model analysis of the potentials afcompany to ensure future
company growth. If this is not the case, he suggésir different strategies: market
penetration, market expansion, product differelaimat or diversification. These

strategies can be applied in a domestic or inteEmmalt context.

Another strategy consideration is Aharoni (1966¢haviouristic theory’, with the
collective decision-making process characterisedabignal and irrational elements (cf.
considerations on ‘b4’ on p. 135ff.). Dealing wihstrategic gap in an international

context is also a theme in the model that emphasteeision-making by senior
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management, who are affected by attitudes, expmgenhabits, and prejudices. As
such, decisions with regard to international atiéigi are either focused on the home
country (ethnocentric), host country (polycentricdgion-oriented _(regio-centric), or

world-oriented (geo-centric) (Perlmutter & Heenaf879). Host country orientation is

the main one for the current study. The importaotehis model is that it makes

management aware of these orientations. Howeweategorisations are archetypal
and will not be found to be that selective in comipa or even in the different functions
within one company. The world-oriented view is aisomoted by Ohmae (1989), who
posits that a truly global company should thinkbglly and have an equal distance to
all countries in its activities, hence not biasedhte home or other special countries.

Within strategy, there are two processes to conssteategic decision-making (the
choice) and strategic change (the implementatiacgss) (Drucker, 1954; Pettigrew,
1992). The current study focuses on the first gece

Decision-making and process considerations

Decision-making is a key function of strategic ngeraent, as outlined above.
Decision-making tends to be characterised by badinakonality where the information
individuals have, limited time available for a d@on and cognitive limitations of their
minds influence and limit their rationality (e.gy€t & March, 1963; Eisenhardt &
Zbaracki, 1992; Williams, 2010). Furthermore, aflined above, today’s decisions (for
example in the automotive industry) often have ¢otéken in VUCA environments,
particularly if they are strategic, i.e. usuallyn¢pterm oriented that adds additional
pressure. Policy makers therefore tend to useindnguristics, which aim at reducing
complexity. However, this exposes the policy make&rscognitive biases, such as
anchoring where decision-makers base their judgenmn an initial piece of
information they received at the initiation of tthecision-making process. The intention
is to be aware of these biases and try to avoidnthierough rigorous processes
challenging decisions for the biases. Policy makeesd critical reflection and the
ability to improvise (Williams, 2010). It is alsanportant that the managers and
decision-makers benefit from organisational leagniigee Bingham & Eisenhardt,
2011).
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Further individual, inter-personal, and politicapics are not in the focus of the current
study and therefore will not be further analyselde Tocus is on processes and factors
that should determine 1JV and IM&A decisions ata@anpany level and support the
analytical process, reducing biases. Strategicsttecimaking is not every day decisions
and so they can influence the long-term succesd$wune of a company (Ackoff, 1970;
Bower, 1970). As a result, it is difficult to makeategic decisions since it is difficult to
determine retrospectively whether a good result ausessto skill, a good decision made,

context factors or simply chance (Janczak, 2005).

Processes considerations

Strategic decision-making is embedded in a comasgtting and it cannot be ignored
(Janczak, 2005; Lunenburg, 2010). Defined processag help to tackle complex
strategic decisions. These processes are multidiores and themselves complex, as
pointed out by Drucker (1954). Process starts vattstimulus, for example the
identification of a strategic gap, and ends witboamitment to action, for example
establishing an IJV or executing an IM&A transaeti®rucker, 1954; Eisenhardt &
Zbaracki, 1992). The question is how effectivelis ttan be done and how closely the
decisions are interlinked with the company (Mintzhdraisinghani, & Theoret, 1976).
Janczak (2005) gave the following recommendatiaors strategic decision-making
processes: the identification of level of analyd§® example within an industry or
company), the continuous temporal analysis of eyethie evaluation of these events
given their ‘natural complexity’ and the developrher theories and concepts that

emulate the phenomena (Janczak, 2005, p. 69f.).

Organisational considerations

Organisations are political systems in which peapd¢ together to pursue specific
objectives. One objective that almost all orgamset have in common is to cope with
technological and environmental uncertainties (dakc2005; Mintzberg & Waters,

1982; Thompson, 1967). The military is among thdest organisations and has
generated a lot of decision making literature fxaraple the VUCA concept (Janczak,

2005; Williams, 2010). Within these organisationmrticipants sometimes have

133



conflicting interests and limited cognitive capélek, making strategic processes
complex (Eisenhardt & Zbaracki, 1992; Pettigrew/3;9Thompson, 1967).

Further influences on decision-making are chanowep, and hierarchy. Other factors
to consider regarding decision-making in organtseti contexts include the degree of
uncertainty, environment, or organisational sizeese are the summary findings from
various studies in the field, mostly qualitativathwthe majority focusing on companies
(Eisenhardt & Zbaracki, 1992). In order to keesthiudy focused on the advisory

framework they will be touched on where necesdautnot in their entirety.

The corporate set up, for example organisationyctire and cultural matters, is
important since many of decisions are made withinogganisation (see Tallman &
Shenkar, 1994). Furthermore, some authors (e.gr 8yal., 2004) see problems when
alliances, strictly speaking collaborations, andepW&A are handled by different

departments within one firm.
These conceptual thoughts on the organisations uwsatil for the development of the

interview guide for the empirical part of this syu@dnd ultimately the advisory

framework.
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IJV and IM&A as inter-firm equity collaborations (b 4)

Inter-firm collaboration, as presented in this gaagph, can be a means to counter and
alleviate some of the impact of automotive techgpldrends and changes in the
industry structure, as it can bring further comjpetness and other strategic benefits
(e.g. diversification). These are elementary tanlghe strategy employment of any
international automotive supplier company. Thistisacwill firstly give a general
background on JV and M&A models and theories, wimadstly apply to domestic and
international transactions and are valid regardlessndustry, followed by some
concrete considerations of the key motives andmate of these transactions and

finally success factors for the transactions, as £ academics.

M&A / JV — a theoretical perspective on different eplanation models

There is a myriad of theories and models that dsscthe motives for equity
collaborations, based on economic, organisatiosatiological and psychological
theories (e.g. Tallman & Shenkar, 1994). It is aaor discipline according to Kogut
(1988). These explanatory theories apply to botlad¥ M&A, unless stated otherwise;

some are dedicated to M&A.

For the current study, the focus is on economicagdnisational models, even though
sociological and psychological aspects certaingy@ role. This was reflected in the
considerations on decision-making (see also tharerapdata analysis in Section 4.2).
The key models that are presented can be chassrldny both value-oriented, and not
value-oriented, capital market-driven and strategiproaches (e.g. Hagel, 2006; Mentz,
2008). Many of these perspectives complement e#oér @and therefore have to be
considered jointly (e.g. Slangen & Hennart, 20@4 stated, the theories are developed
for all equity collaborations (JV and M&A) but udlya also apply to an
international/cross-border context, even thoughséhansactions are usually more

complex, as outlined above.

In almost every transaction, more than one theomative may be valid explanations
for the specific transaction rationale. In additidifferentiation is often not clear-cut.
One example is diversification theory and othewottes out of the group of economic

theories that all also have a strategic angle. &theg, a clear differentiation is difficult
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and not constructive. However, Figure 34 uses tlmgry motive or objective of
collaboration as the characteristic to differemtiabhd systematise the various underlying
theories and motives. Generally, two broad grodpgbeories can be distinguished: the
economic group and the strategic group. These wathelr subdivided into four, non-
exhaustive categories, with (a) through to (c) ag pf the economic group and (d) as

part of the strategic group:

a.)  Value-oriented theories and motives
b.) Not value-oriented theories and motives
c.) Capital markets theories and motives (mainly for M&A)

d.) Strategic theories and motives

Figure 34: Selected theories and motives for equityollaboration modes

Theories and motives for equity

collaboration
Economic d) Strategic
. X Capital markets Strategic repositioning
a) Value oriented b) /Non-value oriented c) poriente q
New market entry
Transaction cost theory Agency theory Information theory .
Securing current market pos.
Synergy theory (M&A) Hubris theory Q-ratio theory

Competitive advantages

Efficiency theory (M&A) Game theory
Collusion theory (M&A)
Oligopolistic theory

Diversification theory

Redistribution theory

Source: adapted from Hawawini and Swary (1990)teB€é2002), Wirtz (2014); n.b. the key ones are

shaded in brown, value in this context relateshtreholder or enterprise value

Ad a) Value-oriented motives and theories

The key goal of transactions that can be mainlylangd by these types of theories is
the generation of shareholder and/or enterprisgevédrincipally, this can be achieved if
the combined cash flow of the partner companiesgrsater after the equity
collaboration than the sum of the individual cakwfof both partners. On reflection
after the empirical part of the current study, heses seem among the most relevant
explanatory theories and motives.
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Thetransaction costheory is by far the most cited explanation foltatmorations (both
JV and M&A) in the literature analysed. This thedingt is, among other things, based
on the transaction cost theory and that is the @drhdigm by Dunning is discussed
above (see 'b2’ of the literature search, see ff)1Zhe transaction cost theory posits
that companies cooperate when there is a net bafidhe collaboration and the costs
of transaction and production are minimised witl tharginal benefit being >0. Both
partners expect benefits from the endeavour, wisiadnly achievable “as the fruits of
joint action, through mutual interdependence” (Rarkl993, p. 798). The main aim in
this is therefore the reduction of transaction €distough collaboration, for example, in
relation to customer on-boarding, negotiation, omntmonitoring, and adjustment of
economic relationships). The more specific and derphe product, the higher the
gains of reducing transaction costs and intermaisfor example, in a technology
collaboration or acquisition. This model is somesmalso referred to as the
internalisation model (e.g. Tallman & Shenkar, 19®becialised texts, that elaborate
on transaction cost theory particularly as the axalion of JVs are Balakrishnan and
Koza (1989, 1993) or Kogut (1988). In these studike authors posit that JVs are

likely when firms are from different industry sexgo

Synergies theorig a theory in the M&A and JV sphere since syresgypically require
control of the business. The main aim is to hawenpas which are better off combined
or in a collaboration than alone, through the gath@n of revenue and/or cost synergies
because of a transaction. (e.g. Dyer et al., 2004z, 2014)

Efficiency theoryis also mainly relevant for M&A transactions andséed on the
assumption that the target company is usuallydéfgsent than the company acquiring
it. Therefore, there is value uplift through traersbf knowledge to the target company

and efficiency gains can be crystallised.

Collusion theoryagain is rather an M&A focused one, but it caroapply to JVs.
Companies join forces, to gain market power anducedcompetition in order to
subsequently reduce their output. As a resulteprigse but the average profits of the
combined company increase. In extreme cases, #nsresult in a monopoly. The

theory is related to the landmark work of Michaekrter who had great influence on
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competition theory. In this context, inter-firm tadoration can be explained by the
need for companies to ease their competitive presgiogut, 1988; Porter, 1996).

Tallman and Shenkar (1994) add tbkgopolistic theoryhere. They basically see
collaboration as a means that is “motivated bytegjia attempts to deter competitive
market entry and improve oligopoly profit potenti@lallman & Shenkar, 1994, p. 93).
This theory is one explanation for M&A and JV.

In diversification theorycompanies can increase their value by expanditg new
products or (geographic) markets.

Re-distribution theorgxplains motives behind a collaboration that hassitive effect

for the owners and shareholder but not directlpugh increased shareholder value of
the company. The re-distribution happens betweakebblders and shareholders. This
can be the case when, for example, there is aférabstween the employees, debt-

holders or clients to the shareholders.

Ad b) Not value-oriented theories

The main theories in this block are sociological @sychological, such as the Agency
and Hubris theories. They are based on personavesptwhich may play a role in
collaboration activities. Another line of thoughtntres on the instability of
collaborations. Some authors considgme theoryas a framework to explain the
inherent instability of inter-firm alliances. Thanners find themselves in a continuous
trade-off between cooperating and cheating on e#twér (Kogut, 1989; Parkhe, 1993).
As indicated earlier in this section, sociologieald psychological theories were not

reviewed.

These theories are usually mentioned in the M&Atexinbut could likewise explain JV
collaboration, since they are similar in variouspeads such as equity capital
commitment, long-term perspective, corporate gowmece and integration
considerations. Furthermore, their explanatory polwe equity collaborations should
not be underestimated and companies should consaercollaboration transactions,

with potential negative impact for the company #sdstakeholders should be avoided
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for these reasons (for example convert agents/neasiag principals/shareholders by
giving them equity-related incentives).

In his work on global JVs, Killing posits that ancrease in corporate government
complexity, with “double parenting” in global JVsust be an important aspect to
consider as “the slowness and confusion of thesa@eimaking process [...] can place
a joint venture at a distinct competitive disadeget (Killing, 1982, p. 121). In an
acquisition, on the other hand, even though therobms with the acquiring firm,
governance issues and integration issues also toebd looked into, as some of the
most important success factors of such a transa(ti@. Muller-Stewens, 2001) (refer
to Table 6 on p. 144).

After the empirical analysis of the interviews, ghdheories and explanations seemed to
be less relevant. Nevertheless, these areas atainbersomething that could be
considered as a focal point in different researciies with an automotive supplier

background.

Ad c) Capital markets motives and theories

Capital market-driven theories relate to capitatketinefficiencies and are part of the
M&A theories. Two prominent examples of this catggare information theory and qg-

Ratio theory. For the same rationale as for thetliepries, they are not considered
further for this study.

Ad d) Strategic motives and theories

Strategic theoryis derived from industrial organisation theory. It posits that
collaborations are not always directly explicabjettansaction costs, synergies or other
theories. In this explanation, the collaboratioms #ools for the overall company
strategy to gain competitive advantages. The imenis that companies collaborate
mainly to get access to required resources thgtcbeld not generate themselves, also
called ‘Resource-based view’, and to reduce a coyipauncertainty (Kogut, 1988;
Vaidya, 2011). In this sense, the resources aramitdéble, cannot be substituted but

can generate high value-add and are highly spe{Wiatz, 2014)
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This explanatory approach for JV and M&A collabaras in particular is the resource-
based view from Penrose (1995). Specific resoueares competences are key to a
company’s success (Penrose, 1995). Competitive ndéalya is created when
management successfully puts these to work (e.nega1991). Sub-streams of this
explanatory approach are the (1) competence-based(g.g. Hamel, 1991) where core
competences are the key company goal and (2) kdgeitbased view, where
knowledge is the key focus (e.g. Grant, 1996; KMeyer, Wright, & Pruthi, 2009;
Reinhardt & North, 2003).

In a wider sense, there are three motives for valagimising theories, since one of the
goals of the strategy is usually to increase tHaeevaf the company. Differentiation is
not clear cut, as stated above. However, strategiives are shown separately, since
the approach to how collaborations are viewed féemdint to the narrower value-
oriented methods. Almost all the motives for fouryddVs relate to resources (financial,
technical/R&D, market access, economies of scale)stated by Killing (1982). The
empirical part of the current study revealed these strategic motives seem to be

among the most relevant explanatory theories and/es

Conclusion

The value-oriented and strategic group of theasesm to be the most complementary
and to have the greatest relevance to this stutlghn of the features and trends of the
automotive supplier industry outlined above. Theswwas confirmed in the empirical

part by the answers about the various case stgoies in the expert interviews.

Rationale for international inter-firm collaboratio n (and choice of entry mode)

The following four types of study texts can be iifeed: descriptive, quantitative
(based on regression models mostly for the measnemf the success of 1JV),
quantitative event studies, mostly used in the edndof M&A analysis (e.g. Mentz &
Schiereck, 2008), and finally qualitative studi®éthin these studies, the focus areas
are motivation and rationale, success and the a@petharacteristics of such

collaborations.
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Among the reasons mentioned the most in the luegafior why collaborations fail are
having the wrong motives and/or making the wrongiah of collaboration mode (Dyer
et al., 2004; Lei & Slocum, 1992). These two dexisi are closely inter-linked.
Therefore, it is important to systematically apmtoathe collaboration decision
(Kutschker & Schmid, 2010).

The objectives of a specific inter-firm collabocatibecome clear after evaluating the
status quo, such as availability of personal ressai(financial, HR, etc.) and corporate
strategy. Since the collaboration mode needs tbdiidentified objectives, the different
characteristics of the inter-firm collaboration resdare analysed in a next step.
Generally, the commitment and involvement of theiows partners increases from
outright customer/supplier relationships and outri)&A transactions, as they are
located on a continuum (Cools & Roos, 2005; Dyealet2004; C. W. Hill et al., 1990;
Vaidya, 2011). Figure 35 shows these key charatiesi(which are reflected in Figures
10 and 11 on pages 32 and 33 respectively).

Figure 35: Systematisation of collaboration modesybstrategic considerations

Transaction Interfirm collaboration/Strategic allian ces M&A

Contract/Exporf Specific aliancg Licensing Joint Veetu| Majority stakel Takeover
Resources/market + ++ ++ +++ ++ ++
Cost/economics - - + ++ ++ 4+
Control/organisational - + + ++ + +++
Risk/commitment - + ++ ++ ++ +++

= None, low ++ = Medium-high
+ = Low-medium +++ = High

Source: adapted from Cools and Roos (2005), P€BR94), Dyer et al. (2004), Nooteboom (1999);

n.b. the green shade denotes the study’s perimeter

Resources/market: Market penetration/access, access to technologax=l
knowledge/learning curve, overcoming of trade leas;i reduction of competition,
speed to the market, diversification

Cost/economic:Investment, economies of scale, economies of saypergies
Control/organisational: Integration, dependence on a partner, decisionfigak
process, duration, entity formation

Risk/commitment:  Transaction  risk, exposure to  politics/government,

management/resource commitment
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Academics focus on different characteristics oflatwration modes in their various

texts and studies (Bugnar et al., 2009; Hagedoo®cBakenraad, 1990; Kaufmann &
Jentzsch, 2006). For example, Hamel (1991) and Mgv@xley, and Silverman (1996)

focus their papers on strategic alliances on ong &spect: the internalisation of

knowledge of partner firms. In his seminal papexmél (1991) argues that this is a key
aspect of international alliances.

With the different characteristics of collaborasoim mind, one has to evaluate which
type fits the motives. According to Luthans and O@B09), these would mainly be
improvement of efficiency, access to knowledge, igating political factors,

overcoming collusion or restriction in competitioAnother way to differentiate the

aims is to reduce “demand uncertainties” (changescustomer behaviour) and
“competitive uncertainties” (interdependency betwdemns) (Burgers et al., 1993, p.
420). In their quantitative study, Burgers et dl993) conclude that collaborations
between firms can reduce both types of uncertairiiig come at the cost of strategic
flexibility. They also argue that collaborationstwween small and large firms tend to
stick within a cluster (or sub-network), whereasnB of intermediate size tend to be

more open for alliance across sub-networks.

After deciding to enter into an inter-firm collaladion, the key choice centres on Equity
modes (JV/M&A) vs. Non-Equity collaboration. Sometleors recommend senior
management make choices between M&A or non-equitialworation and alliance
more deliberately. An appropriate organisationdatugein a company can certainly
enhance this, for example, with one collaboratioosrporate development team taking
care of both. (Cools & Roos, 2005; Dyer et al.,£20aufmann & Jentzsch, 2006)

Dyer et al. (2004) for example conclude that tHemtors seem to determine the choice:
the resources/synergies desired, the marketplaegevthe companies compete (hence
the level of market uncertainty and the level ofnpetition) and the collaboration
competencies (expertise that the respective corapdrave already gained in previous
transactions). Another key aspect is the embeddingollaborations into the overall
strategy of the firm, taking into consideration tkecial and political contexts.
Furthermore, the internationalisation mode needset@ppropriate for the company’s

stage in the lifecycle (Melin, 1992).
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Samli et al. (1996, p. 25) distinguish between tement and ‘strategic’
collaborations. They argue for the need for stiateges that give the collaborations
partner(s) a competitive advantage and enable d@nimgrs to learn and grow. On the
other hand, convenient collaborations are the dimgismerely overcome a company’s
shortcomings, such as defending, restructuring:hoag up and retaining, as posited by
Lorange, Roos, and Brgnn (1992) or uniquely ainntdrnationalisation and/or cost
cutting as stated by Samli, Still, and Hill (1993his view is in line with Cools and
Roos (2005) who argue, that a M&A approach candieebsuited to attain a strategic
collaboration.

As for M&A, efficiency and strategic motives andethuse of the comparative
advantages of the acquirer in particular are kengkBian et al., 2013). Many authors
see similarities with JV transactions, for examplethans and Doh (2009).

Furthermore, JVs are often a transitional step eetwa less committed collaboration
and full ownership (Bleeke & Ernst, 1990; Hamel91pP This phenomenon can be
substantiated by evidence from the automotive ittguBor example, Bosch buying ZF
Friedrichshafen’s stake in their Joint Venture Z#nksysteme’ in 2015 or Freudenberg
buying out Trelleborg in their Joint Venture ‘Vilm@ustic’ in 2016 (BoschGroup, 2015;
FreudenbergGroup, 2016).

Table 6 shows the key characteristics of both boliation modes, and thus contrasting
the 13V and IM&A approaches. The characteristidegaries are: assets and efficiency-
driven considerations, competences that can bedapositional advantages/politics to
be considered, strategic behaviour that tendswoufathe one or the other approach,
and ultimately an indication for choice. The comesations are general remarks and
tendencies, not necessarily applicable to evenstetion since transactions are all very
unique (with regard to the partners involved, treekat, timing, etc.).
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Table 6: Comparison of 13V and international acquistion

Assets / efficiency

Competences/
resources

Market

Positional
advantages/
politics

Strategic
behaviour

Indication for
choice

International Joint Venture

« Candidate for M&A not available, too big, inseparable

« Share or prevent risks (financially, cultural integration, etc.)

* M&A candidate to difficult to evaluate

* Maintaining existing brand name, access to resources

* Maintain autonomy for motivation

* Sequential and interdependent synergies (i.e. only crystallised in

equity collaboration with more commitment than non-equity)

* Maintain focus on core competencies
* More diversity of sources for learning
* Outside partner’s core competencies

* Uncertainty tends to be higher
* Market growth tends to be higher

* Maintain local identity, legitimation
« In some jurisdictions, no acquisition / M&A approach possible

* Maintain flexibility of combinations
 Set-up and partner selection essential
« Potentially unclear governance and lack of commitment, i.e.

difficult to manage

¢ Medium to long term, as opposed to permanent acquisition

« If competence of partner is complementary or there is geographical

separation of markets

International acquisition

* High economies of scale possible

+ Potentially, higher redundancies

» Full access to and control over resources (e.g. knowledge and IP)
 Integrate conflicting procedures

» Sequential and interdependent synergies to be captured

« Save set-up costs for JV

* Mostly ‘hard’ elements and hence easier to calculate economics

« Protect against negative 'spillover' / internalisation as advantage
* Minimum knowledge in product area to be acquired needed
* More flexibility in other contacts

* Comparatively lower levels of uncertainty
* Limited market growth

* Location factors (host market)
« Eligible, if no/limited regulations regarding M&A in place

+ Limit transaction costs in specific investments by increased control

(ownership)

» Prevent conflicting interest among direct competitors or the

emergence of a new competitor

« Prevent takeover of partner by a competitor, or of a competitor by

a partner

* Prevent free riding
* Protect brand name, reputation

« If competence of partner is part of own core competence and there

is geographical overlap of markets

Source: adapted from Killing (1983), Kogut (1988)Jeeke and Ernst (1990), Hennart and Reddy
(1997), Nooteboom (1999), Hughes (2000), Dyer .et24104) and Cools and Roos (2005)

Key parameters and potential challenges in collabations

The primary focus of this study is on the analysisd subsequent decision-
making/choice of inter-firm equity collaborations autlined above. Ultimately, the
purpose is to try to enhance the success rateabf sollaborations. Therefore, a brief
analysis of the key parameters that influence theress was conducted. All of the
identified parameters should be taken into accounén thinking about inter-firm
collaborations in both the initial phases and tkecation (cf. Figure 8 on p. 23).

Success is a broad term, depending on the pergpeetjarding a certain subject. For
the purpose of the current study, success wasetefis achieving the objectives of the
collaboration for the partners involved and thespective stakeholders (for example
employees, management, and shareholders). Nevassheheasuring the success and
performance of a multi-dimensional collaboration ascomplex task (Blanchot &

Mayrhofer, 1998; Dussauge & Garrette, 1995). Sigatire aim for the creation of a

‘win-win situation’ rather than a ‘zero sum game the key to success of any
collaboration (Melin, 1992). The question is howaithieve this. Some authors argue

about success factors and other aspects in gefdhedrs focus on a particular industry
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or geography and the question in these cases amdf how these findings can be

transferred.

Table 7 shows the basic categories that can beessi¢actors, in a few selected papers
and studies on inter-firm collaboration. These gaties may be named differently, for
example, the choice of partner vs. compatibility #me problem factors may or may not
be managed appropriately. With the increased comemt of the partnership, these
factors gain more importance. Only the key parammateeach paper are highlighted in
this table. As with the main objectives of colladion, authors focus on different areas
with regard to success and critical factors. Thexeas are grouped into strategy and
transaction specific related blocks. On the onedham the strategic group, one main
category seems to be the competitive situationsamatture within a given industry. On
the other hand, in the transaction-related groupsicderations on complementary
resources and benefits, the partners’ ability tdgom, the choice of partner as well as

the relationship between partners seem to be iraport

Table 7: Key aspects of collaboration transactions

Category Selected papers SUBTOTAL
o
&
2
~ @ =
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Competition/industry structure X X X X X X 6
Clear objectives/aligned with corporate strategy X X 4
Political context X X X 3
Senior management attention/importance X X X 3
Geographic reach X X 2
Complementary resources/benefits X X X X X X X X X X X 11
Partner's ability to perform X X p 4 X X X p J X X X X 11
Partner choice/compatibility (e.g. culture) X X X X p 4 X X X X 9
Relationship of trust/communication X X X X p 3 X 6
Distribution of ownership & control X X X X 4
Longevity/stability X X X 3
Contractual agreement X 1
r
Subtotal 3 5 6 5 4 2 2 3 2 6 2 3 3 1 2 5 4 4
Average 5

Source: author’'s own (2016); n.b. the key categaire highlighted in green
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Competitive dynamics/industry structuteorter (1990) and Merchant (2005) consider
the strategy implications of competition levelsfias-level determinants. Rakita and
Markovic (2014) argue that there is a tendency fions from developed markets
acquiring companies to benefit from competition amteges such as cost reduction,
financial synergy, economies of scale and scopehisnoften-cited paper, Harrigan
(1988) emphasises the importance of the compet#ireironment. Tehrani (2003)
found support for the notion that strategic allar@an enhance the performance of
companies, relative to companies that do not engegellaboration.

Clear objectivesCollaborations are strategic tools so they neelet in line with the
overall corporate strategy and follow a strict mes (e.g. Cools & Roos, 2005).

Political context: The political context is crucial particularly withiegard to
collaboration as a way to internationalisation (&4glin, 1992).

Senior management attentioAs collaborations have a strategic impact, thesdnibe
management’s support. This link has been confirrbgdthe survey conducted by
Whipple and Frankel (2000).

Geographic reachCollaborations can enhance geographic diversifioain particular

in M&A transactions (Anand, 200%jeographic reachcollaborations can enhance the
geographic diversification, in particular in M&Aaimsactions (Anand, 2005).
Complementary resources/benefitdhe “relative even exchange [...] of resources and
benefits” of the collaboration partners is impott@Whipple & Frankel, 2000, p. 1).
Another aspect is the complementary nature of messuand technology (Luthans &
Doh, 2009; Rakita & Markovic, 2014).

Partners ability to performPartners need to be strong in order to be suittassa
collaboration (Bugnar et al., 2009; Killing, 1983his was confirmed, for example, by
the studies of foreign JVs in China by Hu and CKE996). Nielsen adds that also
reputation of the partner seems to have an imgaittecalliance performance (Nielsen,
2007).

Choice of partner/compatibilityThere should be diligence, in particular with megto
financials, operations, culture, and strategy efpartner. Companies need to be aware
of their differences and to proactively manage th&n example with regard to the
other partner’s needs (Bugnar et al., 2009; Lutig&abB®h, 2009).

Relationship of trustThis is a key feature, if the partnership is meaardast (Luthans &
Doh, 2009; Zeng, Shi, Li, Lo, & Zhu, 2013). Collabton agreements should aim to
share knowledge and to benefit from a good relatignquality as this contributes to a
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higher degree of tacit and explicit knowledge irteiffirm technology transfer.
Furthermore, good relationship quality creates maae for individual exchanges
between the collaboration partners (Abdul Wahali,120

Distribution of ownership and controlhe set-up of the collaboration, for example the
organisational structure determines, which level m#rformance an inter-firm
collaboration can achieve (Cools & Roos, 2005; Rugs & Garrette, 1995; Killing,
1983).

Longevity / stability It is crucial that collaborations are stable brporate strategy.
Longevity can be an indicator of collaboration ®ss; therefore this criteria is key in
the meta-study on JV success by Blanchot and M#sri(d998).

Contractual agreementBesides its establishment and management, diegoler
exiting a collaboration is also difficult and atifist process and contract are necessary
to alleviate this (Cools & Roos, 2005).

All of these factors apply to inter-firm collabai@ts in general, but gain even more
importance when it comes to complex internationandaction. The research
approaches and methodology in success and perfoeramalysis differ significantly.
Within the meta-study on JV success, by Blanchat Eiayrhofer (1998) identify a
variety of approaches including quantitative andaligative, in 51 empirical
investigations. They found that most studies oolgus on the performance of the JV
and postulate that the performance of the partpess transaction (for example stock
market reaction) should also be considered. This lise with Merchant (2005).

Following this line of thought, a central elememwtr fcross-border collaboration is
culture, national as well as corporate culture ifewbough cultural aspects of
collaborations are not the focus of this studys mevertheless important to touch these
factors briefly).

Cultural considerations emanate into various o#sgrects covered above, such as the
partner selection. There are cultural differencesvben the USA and Germany and
there are cultural differences within Europe. Theskerences affect corporate culture,
the behaviour of individuals and corporate processech as strategic analysis and
decision-making. The USA and Germany are not tlifégrdnt considering Hofstede’s
cultural dimensions (e.g. scoring low in the aredspower distance’ and high on

‘individualism’), compared to the markets in Asieountries such as China, that play an

147



increasingly important role in the automotive intlys(Hofstede, 1980, 2001) This was
reinforced by Erin Meyer’'s more recent work. In Heulture Map’ she states that even
though today English is the universal languagebfgsiness across the globe, there still
remain differences in terms of how people in défdrcountries and cultures look at
aspects such as communication, decision-makinguist for example. In her studies she
also interestingly looks at changes of these allaspects over time. (E. Meyer, 2014)
Recently, there has been a surge in publication®iaw cultural matters should be
reflected in the execution phase of collaboratifios example in the due diligence
phase, where partners collect and analyse infoomabout one another). This is in
particular important when it comes to future intgm into the new company or
government issues in collaboration. The centrahel# in that context are the human
resources as a factor in success of a collaboratiacquisition (i.e. with joint teams
and coherent identification / communication stregegetc.) as stated for example by
Horwitz et al. (2002) or Berner (2008). These thHasare shared by expert advisers in
the field (see selected comments on a meeting avgpecific adviser in Section 4.2 on
p. 193f.).

In that context, corporate cultures are analysed wed to be understood. Some
authors, such as Bischoff (2007) or Groysberg, Br&ge, and Cheng (2018), present
practical analysis tools, such as ‘cultural audms'cultural profiles’ to help companies
to overcome or at least ease these cultural risks.

However, the extent to which cultural due diligeme@erformed and implemented into
acquisitive companies’ actual protocols and praeess questionable however. In some
cases, neglecting the cultural aspects of a calgiom or M&A activity led to their
failure, in particular when a ‘culture clash’ ispexienced. (e.g. Berner, 2008; Carleton,
1997)

Other authors explicitly elaborate on the posiwfects these cultural differences can
have, such as mutual learning and problem-solvkilts e.g. Dikova & Sahib, 2013;
G. K. Stahl & Voigt, 2008).

Further studying the impact of cultural factors gfieally on automotive supplier
collaboration could be another field for future dstusince a company’s culture also
depends on its industry and “as someone ones aaidre eats strategy for breakfast”
(Groysberg et al., 2018, p. 46).
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PAIRWISE COMBINATIONS (p1-p3)

This step of the literature review analyses therditure and studies on international
inter-firm collaboration, paired with the other lling blocks of the current study
including automotive supplier context, US/crossemorcontext, and aspects of strategic
organisational decision-making and process. Thet paxagraphs give a thematic
analysis and subsequent synthesis of the findindba ‘Pairwise searches’. As stated
above, the literature on collaborations is brodte Tollowing section analyses the key
literature and combines it in the form of synthe3isis can be considered a translation
of concepts (J. Thomas & Harden, 2008). One cam idientify some key recurring
aspects such as definitions of collaborations &estion 2.1, p. 24ff.), the rationale for
collaborations (or entry modes), theoretical backgd, critical success factors /
sources of potential challenges and geography $A) and industry-specific

(automotive suppliers) aspects.

Strategic automotive industry challenges paired wit JV and M&A (p1)

This analysis is an overview of JV and M&A litersgu which includes an industry
segment. This section is not merely focused oratliemotive industry but rather spans
a broader definition of similar manufacturing intiies, for example due to
globalisation and the need for international foioiisr (see search strategy section on p.
48ff.). No papers seemed to be focused on botlamaiation options (JV and M&A)
analysed for the automotive supplier industry. Tiveye either M&A or JV driven, but
mostly focused on different aspects, regardless nathodology (quantitative,

qualitative, or mixed methods).

M&A in automotive

A recent study by Hirsh et al. (2016) focuses on Ma&ctivities of automotive
suppliers. The study is based on industry datarédp@al, financial, and strategic) and
hence takes a mostly quantitative approach. They konclusions include that
financially and operationally strong automotive gligrs, particularly US American,
will play a key role in future consolidation, whileurope remains economically weak

and slow growing. The most active and dynamic sulustries with regard to M&A are
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expected to be the ones with high fragmentation laigth value-add products, for
example engine, powertrain and chassis compongsitis/ss)

A broad and quantitative study of M&A in the autdime supplier industry was
undertaken by Mentz (2008). He argues that M&Ahis key instrument in the current
consolidation and reduction of the number of sigwpli He indicates three automotive
supplier industry-specific explanatory models. fixshe posits thathe development of
new modelgan be a reason, since besides additional knowjedgombined company
has of pushing “simultaneous engineering” (Ment20& p. 39) in which different
engineering steps can be conducted in parallel leette save development time.
Cassiman and Veugelers (2002), who researched ¢hgiaB manufacturing sector,

support this argument with econometric evidence.

Desyllas and Hughes (2008) draw on make-or-buy msode well as organisational
learning theories. In line with Mentz and basedaolarge sample analysis of (high)
technology acquisitions, they concluded that acagismall, innovative firms or parts
of larger companies is a good opportunity for larfians to boost their innovation
capabilities. However, they also found evidencet th@mpanies that acquire have
reduced commitment to their own internal R&D andtthmited R&D productivity
increases the chances for a company to go for gusaton. Finally, they posit that if a
company already has a significant knowledge basg tlan more easily integrate and
leverage additional knowledge from the acquired gamny.

Secondly,automotive M&A can reduce the manufacturing depthO&Ms. System
integrators (cf. Figure 4 on p. 15) become an esirgly important part of the
automotive value chain. They can therefore add kedge and become a key partner to
the OEMs as they focus more on their core businBssse thoughts are in line with
Dannenberg and Kleinhans (2004).

Thirdly, OEMs try to reduce their purchasing complextyd as a result, they follow a
narrow sourcing strategy, which gives a push tosobdation in the supplier area.
Internationalisation is also a key motive: to se®EMs locally is mentioned as a key
driver for cross-border and, most importantly, s-montinental M&A activity. These
findings are, for example, supported by the VDA1@)) Juergens (2003), Sedgwick
(2013), Kaas et al. (2016) and Bauer (2010). Anotmportant factor for automotive
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supplier consolidation, which is expected to camtinis sheer market and volume
growth (e.g. Dannenberg & Kleinhans, 2004; Kaaa.eR016; Sedgwick, 2013).

A side effect, but nevertheless still essentialjllisstrated by Mentz and Schiereck
(2008) who focus on implications from cross-bordatomotive M&A in the industry.
They posit that M&A can indeed be a good way toragsl industry challenges Haml
efforts and costsshould not be neglected, in particular since higagention is

necessary in the more complex cross-border M&A thahe domestic ones.

JV in automotive

Hughes (2000) conducted a survey-based study enéompany collaboration within
the US American supplier sector, including JVs ot M&A. He argues that the high
usage of collaborations supports the idea that shistegic tool is essential for the
supplier industry in the USA. His findings also ealed thatnew competitive
advantages seem to be an elementary rationalenter-company collaboratiornthat he
defines as co-development/production, licensingd aquity collaborations. The
majority of survey participants naméaw cost production, access to customers and
strategic focusas a source of competitive advantage. One of & favourable forms
of collaboration is perceived to be equity joinhtige, which is consistent with findings
from other studies, (e.g. Burgers et al., 1993)tHarmore, Hughes (2000) posited that
he found statistical evidence with regard to tHati@enship between the collaboration
form and corporate strategy. Interestingly, acéedsnowledge and technology, which

is the focus of many other studies, was not covaréids work.

Hagedoorn and Schakenraad (1990) considered iatepany collaboration in core
technologies, such as new materials, biotechnolagy information technology/IT.
Hence, this sample is not directly comparable toraotive supply even though there is
an increasing overlap between industries, for examth new materials, lightweight
trend, IT, and, connectivity of the car (see bl mnl15ff.). Geographically they
analysed the triade countries since most comparaétaborate within this block. In
1990, the Asian part of the triade only includegala If this is expanded to include
other East Asian countries such as China, this dvaubst likely still be a valid

observation. They identified similar motives acrode analysed sectors: most
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importantly technology compatibility, reduction @fnovation time-span and new

markets

In a study on international JVs within the aerogpaefence sector, Dussauge and
Garrette (1995) came to a similar conclusion widgard to compatibility. They
considered strategic features and organisatiormlegses and argued that, in general,
the closer the two co-operating companies are tsgeth Hence, complementary,
business or ‘link’ JVs seem more successful, aoeggp to mere volume driven JVs.
This could be seen as support for the synergiessaategic theories of collaborations.
With regard to process, they do not generalise hdred structured approach always

makes sense or adds the most value.

Tao (2004) and Rasiah (2011) focused on the engergarkets of China and India. Tao
(2004) examined JVs in the Chinese automotive imgulsle takes a resource-based and
concludes thathe first mover advantage key in rapidly growing economies such as
China. Besides timing and initial resource commiitnée posits that there needs to be
continuous commitment and resources dedicatedetalérelopment of the JV over its
whole lifetime. A time lag with regard to profitdiby levels is perceived to be likely in
China.

In his study focused on automotive collaborationtndia, Rasiah (2011) compared the
performance of IJV and domestic automotive supgliéfe finds that 1V generally
have higher technology expertise and expenditudeaa@ more proficient, for example,
in HR processes. However, domestic companies ameeiged to also benefit from
positive ancillary or ‘spill-over’ effects from tee 1JVs. Unfortunately, he does not

comment on the benefits for the foreign parent.

Combining views

Doorley (1997) indicates a critical note to int@mgpany collaborations. In a sample of
large US manufacturing companies, he found ¢natving a company by any meaiss
not helpful nor is a collaboration project if itn®t done for clear reasons. He even calls
the hype around collaborations a “fad of the 199@&Jorley, 1997, p. 9). This study
thus supports the notion from the earlier sectimugh as 4.1.2 on page 135ff., that
distinct motives and rationale for collaboratiorthie industry are essential.
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A more regional study focusing on the Mexican audbwve market by Cedillo-Campos,
Sanchez-Garza, and Ramirez (2006) concludesldhéttics can be a key driver for
automotive companiesto re-configure their inter-company relationshipnd

collaborations. They do not focus their elaboration M&A or JV.

A paper that analysed global strategic alliancesuitomotive was written by Burgers et
al. (1993). With quantitative analysis and testofgvarious hypotheses on alliances,
they positdemand and competitive uncertaintesthe drivers for alliances. As a result,
their findings support their hypothesis, particlyan many automotive networks such
as cross shareholdings and JVs.

Dannenberg and Kleinhans (2004) ran a study togethlk the Fraunhofer Institute in
Germany based on a combined approach and the med#ladods of expert interviews
and industry data analysis. Their focus was onctiiaboration between OEMs and
suppliers. The key findings were that in curremes of industry change, tf@EMs
tend to focus on brand managemaeurttile suppliers (tier 1 and others) increase R&D
spending thus capturing more value-add of vehicles. Aseault, new types of
collaboration between these companies are estalliahd gain importance, such as
OEMs outsourcing non-core capabilities to extersappliers. An example of an
international JV mentioned was between the sugpeEma and Getrag, into which the
Swedish OEM Volvo put its four-wheel-drive actieisiin 2004 (Achorn, 2004).

International / USA specifics for IM&A and 13V (p2)
This section analyses JV and M&A paired with coasitions of the international and
US American context. As with the previous sectibfirst considers IM&A and follows

this with discussion of IJV.

International M&A

Ostermann and Harvey (2016) concluded that US Araersuppliers are open to M&A
and are, or most likely will be, among the main switdators. The striking figure of
almost half of the group of expected automotivesctidators comes from the USA.
(Ostermann & Harvey, 2016) With regard to motivegiternational M&A, Brakman et

al. (2013) posited that treompetitive advantage theoof M&A in particular and also
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internationalisation,are of high explanatory value. As with Porter (1990ey found

that higher success rates can be attributed to aoiep from industries with a strong
domestic market position. They also see strategiwell as efficiency motives as key
drivers for M&A in the industrial sector. They tedttheir findings with quantitative

methods, such as the ‘Balassa Index’. (Brakmah,e2@l3)

International JV

Within a broader look at management challenges ttuesconomic cycles and
technological change, Starr (1991) offers solutiom$h regard to alliances. He
distinguishes between strategic alliances andctdwithout equity involvement). The
intention is to promote alliances, or collaborasipto push corporate re-organisation
and obtain synergies. As with many authors in tB80%, he focused on Japanese

companies entering the US American market.

In their seminal study on market entry of multioaal companies in the US, Kogut and
Singh (1988) highlight théimited regulations and restrictionsn foreign ownership.

They posit that the IJV is favoured when culturédtahce between the entering
company and the US partner is low. Nevertheless gfifect can be offset by increasing
experience with internationalisation, for examplg;, Asian companies. The main
subject of Baird, Lyles, Ji, and Wharton (1990)stéiocused on Chinese and US inter-
firm collaboration, was also that cultural diffecenthat plays a key role. Their
guantitative questionnaire measuring via a ‘Lilsrdle’ and based on a relatively small
sample, showed the different perceptions of JV essdy Chinese and American

respondents.

Another interesting factor when comparing cultuneas found by Urban and
Vendemini (1992). They posited that differenceshim perception of competition exist.
This competition is considered as a positive cohcefhe USA but seen more critically

in Europe.

For Hennart and Reddy (1997), the main influendeterminants for 1JV arthe cost
of disentanglement, digestibility and divisibilitythey found evidence for the
proposition that IJVs are more likely when thesedes are problematic. The study data

is from Japanese firms entering the US market (&tgur, 1991). As Japanese
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companies at that time had limited experience @rimationalisation, limited experience
was identified as a component that made internatid more likely than other types
of collaboration. The study could not find prove thfe transaction cost theory.
However, this might be different today, as many pames have been internationalised
over the past two decades. Unfortunately, the &usBmple did not include automotive

companies.

In his quantitative survey concentrating on collabon for innovation based on
“contractual agreements” (not M&A nor JV) in theechical, electronic and instruments
industry, Angel (2002, p. 335) discusses and apraly®mpany size and location. He
found that context is an important element of themglex phenomenon of
collaborations and thédrge companies and companies located in urban saea more
likely to enter collaborations. Furthermore, heifsothat collaborations are mainly with
non-local firms and that regional industrial aggkrations are not a driver of
collaboration. Firm culture and regional culturecateem to play a key role according
to the study. Another finding of the study is thesiive relation between R&D

collaborations and performance in the sample.

An additional factor considered in the literatuseJV stability. Blodgett (1992), for
example, focused on joint ventures with a US afateign partner and used contract re-
negotiation, which is also likely to trigger resstturing of the JV, as a proxy for JV
stability. With the caveat of limited empirical eence, the author found that there is a
limited relationship between instability and JV fpemance and that an even share of
partners help stabilise JVs. Comparing differegiaes, the conclusion is that in open
economies, such as the USA, contract re-negotm&téord instability are more likely

than in more regulated ones such as China.

Inter-linked with stability of JVs is the questiasf how they end. Reuer (2002)
examined the situation where US multinational-owrd&$ are bought out by the
parent This is a common phenomenon (also in the autamaatupplier industry as
stated earlier) and closely linked with the corperstrategy of the parent. In this study,
evidence is provided that this buy-out scenarioobes more likely if the JV is in a
country culturally close to the US, the JV's busmenodel is close to the parent’s core

business or the parent has financial strength asdalready exercised control over the
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JV during the lifetime. Likewise, if the opposit true, parents are more likely to sell
their stake rather than buying out the other pdrhe sample comprised deals in the US
with over 80% in the manufacturing sector. Outlbf®s analysed approximately 50%

were bought out.

Decision-making / choice of I3V vs. IM&A (p3)

While the paragraph on b3 (on p. 131ff.) encomphdsbeughts on corporate and
organisational decision-making in general, the $obere is on decision-making with
regard to collaboration in the form of internatibdaint Ventures or acquisitions. As
outlined earlier, there are two perspectives tdilferentiated in the literature: the entry
mode and the more general collaboration mode. Agboth are considered and
analysed for the purpose of this literature revi€me interesting finding is that the
majority of texts deals with entry modes, not ‘menéernational collaboration. In fact,
many authors differentiate between fully owned eatthan inter-firm modes. These
activities can also be born and achieved throughaeguisition and therefore the
concepts can be linked together.

In the following paragraphs, | will firstly discusise matter of choice between own and
partnership-based international activities and tloens on the choice of inter-company

collaboration mode.

Own vs. with partner / general entry mode discussits

Sousa (2014) discusses and extends the classivamioof ‘make or buy’ decisions. In
this context, ‘make or buy’ is not necessarily #dkto M&A but refers to buying or
making in general (e.g. in factor markets). He gotiat this notion should be extended
by a‘collaborate’ dimensionas a firm is “not defined by its boundaries buhea by
resources, capabilities and activities” (Sousa42@l 18). Furthermore, he argues that
this extended boundary decisioshould always be considered in the context of a
specific firm. When collaboratiorbenefits/cost relationships are favourable and
uncertainty is moderatehis third option will be more beneficial comparedstrive the
internal (‘make) or market solutions (‘buy’). Insanilar direction Capron and Mitchell
(2012) posit that executives should consider a0 “Borrow” concept besides make
and buy and they provide a heuristic for when te tss mode, which is in essence a
hybrid between “Build” and “Buy” (Capron & MitchelR012, pp. 2, 128).
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Tallman and Shenkar (1994) focus on the decisiokimyaprocess of collaboration.
They consider this a complex process from both @arosational and a managerial
point of view. A lot of the decision-making is withan organisation rather than
external parties (this thought was reinforced ke éimpirical part of the current study).
Decisions are always based on incomplete views coh@mic and non-economic
relationships. Furthermore, environmental factdso glay a key role. The authors
argue that the main driver of collaboration is perfance expectations. They develop a
decision tree model with various propositions basedheir literature review. Some
organisational issues include “managerial discretidimits of environmental
determinism (dependence on other parties for resslr internal bargaining games,
collaboration decision as reflection of corporaiééure and structure (centralised vs. de-
centralised network), collaboration decisions astitintionalised responses (standard
procedures) in an environment of uncertainty anésgure, solution to partial
interdependence in an external bargaining relatipnsnational cultural differences,
result of bargaining among key stakeholders”. (halh and Shenkar (1994, p. 95ff.)
Another aspect of the market entry and alliancen&dion decision is put forward by
Tse et al. (1997). A company could also collaboxgitdh a company from the home
market to enter a host market. However, this issnbject to this study as the focus here
is on in-depth collaborations with local compani€sctors considered include the

host/home country, industry related factors andatpens-related factors.

Datta et al. (2002) conducted a literature revieivnarket entry choices. They
concluded thasome findings of previous works were inconsistehich is potentially
due to the study designs and samples. | find this/iacing since | also found some
differences in views, for example, to the questigvihat is more stabilising, joint
ownership in JV vs. one dominant partner? Howetrery conclude that the following
four key characteristics are important in the deaisfor an entry mode:
“industry/country specifics of the host country,rnfi characteristics, venture
characteristics and country differences” (Dattalgt2002, p. 145).

Another paper that had a similar view was condubtelouznetsov (2008) and studied
the entry mode choice of multinationals into Russaternals. Their methodology is
somewhat ‘slim’, for example, there are few desorgstatistics, it is only based on
telephone calls, and they focus only on Russia. éd@wn they found that the main

determinants of choice arexternal/country factorglegal conditions, factor/material
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markets, foreign exchange considerations, accessfdomation) andinternal factors
(technology, ownership advantages, firm size). &fwge, although they focused on

emerging markets, their findings could be trandfleréo established markets.

Supporters of factors with a more internal focwestdr-C. Moon and Kwon (2010), who
focus their study on market entry modes of Japaarddorean automotive OEMs into
India. They conclude that the appropriate choiceukh be made with dolistic
approach considering engineering as well as other aspsuoth as management
resources and capabilities. As such, the appr@pciabice is perceived to be dependent
on the situation and all modes can lead to success.

Another study conducted by Barkema and Vermeul®8§) considered two company
focused/internal diversity parameters that theyielel should play a key role in a
company’s decision of whether to go alone or withagtner (acquisition in their case).
These parameters amaultinational and product diversityVith their quantitative study,
they found evidence that companies with both higieiti-nationality and product
diversity tend to push own start-ups as opposeatqaisitions.

C. W. Hill et al. (1990) linked the entry decisiod®sely to corporate strategy. They
posit that it should be clearly aligned and notaregd in isolation but in relation to the
configuration of a company’s international set-ughe three underlying concepts that
should determine the choice of entry mode are obntesource commitments, and
dissemination risk.

In addition, Rajan and Pangarkar (2000) conclu@s gtrategic motives paired with
synergy potentialgre the key determinants of entry mode choiceyTbeused their
study on the manufacturing sector (Singapore-basdtinational companies) and used
a limited sample size. Their broad categories fmiace of entry were control, costs, and

competence.

Experienceas an influencing factor of collaboration decisiam®ne of the conclusions
reached by Montoro-Sanchez, Ortiz-de-Urbina-Criaalogg Romero-Martinez (2009),
who base their conclusion on collaborations in Barorheir findings include the fact
that companies with higher experience in entrepneakactivities and possession of
physical resources tend to go alone, while comganith experience in collaborations

and possession of more technical resources teopt tor collaborations.
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A whole category of entry mode texts deals with M&®. organic/Greenfield market

entry. A lot of papers have been published in #éinea including Elango and Sambharya
(2004) who found evidence that firms which are tpinvestment-heavy, have a

tendency to decide in favour of Greenfield invesitag whereas human resource
focused firms tend to use acquisitions in orddraasfer knowledge. These findings are
based on a study with a large sample of marketesntf manufacturing firms into the

us.

This is not the focus of this study but | only weohtto point out some findings that
might be relevant to the decision of which collaimn mode to use, given that the

conclusion was to go for an inter-firm collaboratio

Choice of inter-company collaboration

In his work on inter-firm collaborations, Nootebod@999) discusses the choice of an
appropriate partnership. He distinguishes two Ewdlanalysis: firstly “the choice of
form and basic structure” and secondly, “the preemgented analysis of governing the
alliance” (Nooteboom, 1999, p. 69). In his framekvior choice, he draws on industrial
organisation theory. He combines thoughts aboutompany’'s strategy and its
conditions, how it influences the structure of datienship and its ultimate
performance. He sees a mutual influence betweategir and conditions and mentions

the example of innovation strategy and uncertainty.

The first step in Nooteboom’s terminology was asatyby Dyer et al. (2004). This was
one of the few papers contrasting JV and M&A tratisas, focusing on US companies
with a survey sample of JV collaborations and M&#&nisactions. They found that
companies’ senior management generally see M&Aaatldborations including JV as
opposite models. In the management decisions, tthexr cespective option was hence
often not even considered. It is therefore not ssiny that usually no guideline for
analysing collaboration modes exists. They threxofa to take into account in the
mode decision regarding choice of activity: “(1poarces and synergies desired; (2)
marketplace they compete in; (3) competencies ldhmrating” (Dyer et al., 2004, p.
110). Key factors to consider include which typésrasources the companies have,
whether there are any redundant resources and symargies are intended to be

generated. Another aspect linking to the secordirfmis the degree of uncertainty and
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competition. A structural decision-making recommaiwh from the study is that
companies should leave the decision of whethecdaige or collaborate in the hands of
one department (organisational decision/recommendabaking), as, having the ‘full

view’, they can make the best choice possible.

Hennart and Reddy (1997)’s paper, mentioned abtready in the current study (on
page 28) in the presentation of the study scoeudses choice of entry through the
analysis of Japanese investors in the US. They etswider choice aspects and
distinguish between M&A and Greenfield equity J¥eénfield was only neglected as
it symbolises that there has not been a JV in diefere and so is a new entity. Hennart
and Reddy (1997) identify four motives listed beltvat favour JV over an outright
acquisition, based on empirical evidence. Unfortelya this study did not include

transactions from the automotive industry.

e Indivisibility : It is difficult to separate the desired partraaget from a larger
construct, for example large corporation. (also éet) 1988)

» Costsof management and integration Integration of employees is difficult, in
particular if there is a huge cultural distanceislipotentially less so between
Europe and the USA (Hofstede, 1980, 2001). Add#idactors to consider in
that context are the sizes of both collaboratiomtneas and the resulting
“digestibility” of the specific transaction (Hent& Reddy, 1997, p. 1f.)

* Governmental and institutional barriers: Some countries impose barriers on
certain industries. So far, this has not been tasecfor the US-American
automotive market; therefore, both modes are plessib

« Assessment of target company valud®ifficulty in the assessment of the value
of the partner might be due to limited experiencéhie market. The authors are
in line with (Balakrishnan & Koza, 1989, 1993). tine sense of Dyer et al.

(2004), companies can however gain competencesghreollaboration.

There is limited empirical evidence of the influenaf governmental and institutional
barriers on choice. (see (Kogut & Singh, 1988; Bi&y Kogut, 1989).However,

Balakrishnan and Koza state that JVs are only ahamesm for the reduction of
transaction costs. Furthermore, they see JVs afatlweirable option over acquisition
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when the parties belong to different industriesl¢Bashnan & Koza, 1989, 1993),
which is in line with the views of Killing (1983N\ooteboom (1999) and Cools and
Roos (2005).

Analysing the parameters famternational collaborations Agarwal and Ramaswami
(1992) support the Dunning OLI paradigm (see b2jictvis based on transaction costs
considerations. In their study, they posit ththe ownership and, the location
advantages as well as positive effects from intesimg activitiesseem to play a key
role in the decision of which form to use. Hengeems$ with low ownership advantage
tend to use collaborations with less commitmemt (o IJV or IM&A). Furthermore,
companies that enter from countries with high miagetential tend to use higher
commitment collaborations, such as JV. The authergerate that this model is
complemented by the ‘perceptions of managers’, sash previous experience,
knowledge about a country, which influence the sieai.

A stream of texts on specific aspects of M&A demismaking are represented by
Pablo, Sitkin, and Jemison (1996), for examplesTi&inot a key paper for this study,
but as they discudbe role of risk attitude of decision-maketisis could be important
to consider. Another study in this category wasdcmted by Tekin-Koru (2009), with
the main finding that M&A becomes more likely ifse$s are similar. This is not ground
breaking and had been discussed by other authtweeb&lango et al. (2013) focus on
high-tech acquisitions. They use a quantitativeaesh design and provide support for
the notion that M&A likelihood increases if a comgehas experience in M&A or if
higher institutional distance exists.

The key point emerging from the literature revieathat a broad literature is available
on inter-firm collaborations and strategic alliamde general. However, only a few
papers analyse and consider both collaboratiomgtiJV and M&A). One of the few
examples is Dyer et al. (2004). This is quite iesting since in regions such as the
USA, both options are available to companies aray tthare a similar underlying
rationale. In the continuum of collaborations deteed by the main parameters of
strategy, control, risk, and commitment (see bd¢, 3V and M&A are close together

and often the JV is a pre-step to full acquisiijery. Reuer, 2002).
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Specific/intersection (S)

There are limited papers, which specifically treallaboration modes for the
automotive supplier industry. Therefore, one camrsarise that success analysis has
been conducted for various industries with a famugV and M&A transactions but not
with a focus on the decision-making process expfi¢examples include Blanchot &
Mayrhofer, 1998; Burgers et al.,, 1993; Kaufmann &ntisch, 2006; Mentz &
Schiereck, 2008).

As outlined above, there were no findings in thailable literature that capture all
aspects of this study, i.e. the intersection of boéding blocks. In summary, there
seems to be a literature gap at the intersectidineolbuilding blocks noted above.
However, inter-firm collaborations have become r@iegral part of corporate strategy
and continue to gain importance. Therefore, furthealysis and development of an
integrated advisory framework for the types of fifften JV and M&A in the
automotive supply space is relevant for the academd the practitioner community.
Furthermore, an in-depth analysis of the contexideecontemplating, focusing on the
USA as one of key markets, and automotive suppiokrstry specifics.

Therefore, this study aims to help to gain furthresights into this important field of
corporate strategy.
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Literature review-based conceptual framework and smmmary

The concept presented below in Figure 36 plotsciveceptual space of the study
subject building on the Venn diagram of the rededocus, introduced in Section 2.1
(Figure 3 on p. 11). It lays out the most importdr@mes in the literature related to the
area. Moreover, this literature-based conceptuaméwork supports the research
guestions and objectives of the current study (refelable 8 on page 168 that further
establishes and strengthens the link between #eareh questions / objectives and the
conceptual framework). In that regard, the two emnhtrelated building blocks were
denoted (A) and (B), that is the ‘Industrial / eovimental context of the automotive
supply industry, with focus on passcar and the o%3rborder focus / USA’
respectively. The analysis steps were denotednd)2), that is 1a for the strategic gap
analysis, 1b for (Organisational) decision-makisgexts and Inter-firm IJV and IM&A
as strategic tools respectively.

This conceptual framework can hence be considéreaedsult of the engagement with
and analysis of the literature. As such, it repnesdhe point of departure for the
empirical analysis, which is covered in the nextt®a 4.2, as well as ultimately in the

advisory framework, presented in Section 5.2 ()21
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Figure 36: The conceptual framework as developed &m the literature

la
> Strategic gap analysis
ﬂ - Porter, Ansoff, Perlitz strategy tools = determine strat. positioning
Industrial / environmental (automotive supply) <
Strategy: Conditions:
Market and industry structure and segmentation (e.g. ~Vision ~Markets (product, region, etc.)
importance of OEMs) -Strategic goals ~(Technology) trends
i . . . -Strategic -Company status quo
Various industry trends affecting all business parameters > planning (knowledge, resources, etc.)
VUCA environment
Key technology trends specifically (efficiency. connectivity, > (Organisational) decision-making / process 1b
safety, others) ﬂ L . .
- Heuristics to reduce complexity; awareness of biases;
Convergence of industries (e.g. auto. consumer electronics, IT) L

importance of bounded rationality, power and choice
and new entrants . . . .
- Link decision-making clearly with strategic considerations

- Defined processesto support complex decision-making (e.g. one

Cross-border focus/ USA hcAicolabaration, am)

Motivations for internationalisations; e.g. OLI framework Inter-firm DV andQit2¥as strategic tools

US market as host market (with US partner locations) with its - Transaction and strategic considerations, and characteristics of equity collaboration
openness generally but current uncertainty modes; key parameters & challenges of collaborations (transaction costs, strategic behaviour,
US automotive suppliers specifically (market size and dynamics; learning & access to resources, synergies); value-oriented and strategic motivesin focus
cultural matters), including how to address current industry trends - Rationale for M&A and JV in automotive (disentanglement, availability. size. governance,

costs/valuations); comparison IJV vs. IM&A table of issues

Timing aspect: JVs later bought out in many occasions

- Implementation / execution and monitoring

Source: author’s own (2018), i.a. based on CoatsRmos (2005); Dyer et al. (2004); Eisenhardt (3988senhardt and Zbaracki (1992); C. W. Hill et(@990); Wirtz
(2014)
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Based on the conceptual framework of the literatexeew presented above, the main
themes and ideas from the literature can be cormegidas a process, since in most
transactions, this is how the analysis steps andwtied, even though there are no clear
boundaries between the archetype steps and sonbextaonsiderations influence all
steps.

Figure 37 below hence plots the analytical spacthefresearch subject being studied
using a flow diagram. This lays out the most imaottthemes related to the area and
indicates inter-connections as well as relationshiphis overview represents the
analysis and decision steps in a chronological wayhe bottom of the steps, a non-
exhaustive list indicates various context factofsstvategic gap and collaboration
decision-making. These context factors affect the steps above.

While the overview follows the various steps in firecess of collaboration, although
execution and monitoring of performance is onlytlgasovered in the current study as
this is not its focus. However, in order to comelgtcover the closing of strategic gaps
through collaborations or M&A, | included the latgtieps in the process, i.e. the deal
execution and success monitoring (ALPHA-M&A-Tear03; Eulerich, 2009; Muller-
Stewens, 2010). | am as a practitioner mainly imedlin equity collaboration projects
in the implementation and monitoring phase, witls tbackground | ascertained an
‘analysis gap’ for the previous steps as | am amredd an insider researcher (see
Section 3.2.1 on p. 61f.)

In order to establish the link between the theaony practice, it is related to the process
of establishing an inter-firm collaboration in artarnational context.

This includes the different sequential steps ia #trategic decision-making process and
key factors, as a starting point for further analydt relates to the process of
establishing an equity collaboration in an inteioval context in order to establish the
link between the theory and practice. Steps (1) @din line with the conceptual
framework (Figure 36) are key for further analygiaired with the organisational setup
of decision-making. Within the system, the mainteahfactors are denoted (A) and
(B) again; with 1b being a hybrid as it is relevéotthe analysis process and a context

factor at the same time (cf. Figure 1 on page 8).
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Figure 37: The conceptual framework as a flow diagam

v

Strategic
Analysis

- Political
- Economical
- Social/cultural
- Technological
- Legal
- Ecological’environmental

Context analysis®

Source: author’'s own (2017), adapted from ALPHA-M&&am (2005); Eulerich (2009); C. W. Hill et al9@0); Lunenburg (2010); Muller-Stewens (2010); Ndatom

v

Recognition
of strategic
gaps

- Competmon

- Ethical factors

- Incomplete information,
uncertainty and risk

- Timing constraints

- Feasibility

IM&A

- International/cross-border
- US specific considerations

(1999); Perlitz (2004); Tallman and Shenkar (19%jidya (2011)
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The following overview, Table 8, shows the links thie various elements of this
conceptual framework and where the ideas are fudladorated in the prior literature

review, mainly in its thematic analysis part (Sewct#.1.2).

It gives an overview of the respective step or ysial level of the conceptual
framework, including a description as well as adigation to which analysis level it
refers to (within the Broad and Pairwise searchaws] finally a reference to the
paragraphs and pages of the literature review. sBleaote that the steps of
implementation, as well as performance monitormere not in the focus of the current
study and hence not elaborated nor analysed fumhtre literature review. However,
for completeness of the framework these elementee vedso represented in the

conceptual framework.
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Table 8: Links between the conceptual framework andhe literature review

Level Name Description RQ /RO Lit. Page
reference review reference
Industrial / Industry trends and ~ VUCA environment / trends RQ /RO #2 bl 116fT.
environmental B ENSITES Industry structure RQ /RO #2 bl 120ff.
(A)
Geographic International / Models & theories RQ /RO #2 b2 123f1f.
reach (B) Cross-border / US General considerations on the USA as host market RQ /RO #2 b2 126f.
aspects US American automotive supplier market RQ /RO #2 b2 12711
Strategic Strategic analysis Strategic considerations including strategic gap RQ /RO #1 b3 131f.
analysis (1a) analysis
Organisation /  Decision-making Decision-making and process considerations RQ /RO #3 b3 132ff.
process (1b) processes in
organisations
IJV and IM&A as M&A /JV — a theoretical perspective on different RQ /RO #1 b4 135ff.
inter-firm equity explanation models
collaborations Rationale for international inter-firm collaboration RQ /RO #1 b4 140ff.
(and choice of entry mode) / Strategic and
transaction considerations
Pairwise analysis: JV/M&A in automotive RQ/RO#1 &3 pl 149fF.
Pairwise analysis: [JV/IM&A cross-border/US RQ/RO#1 &3 p2 15311,
Pairwise analysis: JV/M&A decision-making/choice = RQ/RO#1 &3 p3 156ff.

Source: author’'s own (2018)
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4.2.Empirical part

The data analysis of the findings follows an analmyapproach, as for the literature
review. This means that the findings are represepé topic and building block. The
analysis starts with the findings from the expateiviews, followed by the two other
data generation methods (documentation and obsmmgat Anonymous quotes were
added where possible and appropriate in order tenom the findings with evidence
(the first information in brackets denotes the i partner and the second the text
reference within the respective interview trandgriphere is also an overview of the

different findings with examples from the specifeses, as concrete evidence.

4.2.1. Expert interview findings

The expert interviews were the main source of eicglievidence of the current study.

Description of general findings

The analysis approach was initially deductive, dase literature review and overall
research objectives, and subsequently inductiven ftbe interview outcomes and
iterative (with two coding cycles), as stated abd@eantitative (frequency analysis and
comparisons to average number of evidence pointd) qualitative / interpretative

analysis wa conducted and is presented below. Even thouglodibeomes might be

influenced by the study design, such as the seifupterview questions, the interviews
were only semi-structured so the interviewees \aosved to elaborate largely on what
they had in mind. Before that, they were given aegal statement and topic (for
example ALPHA’s US strategy approach), so there mast in the evidence of what

they talked about the most.

The four building blocks, firstly identified on A1, also served as main categories for
the start of the empirical analysis. These weréoWwdd by the first level of ‘child-
codes’ deductively from a total of three, basegersonal experience and the literature
review. Limited changes were made to the dedudiisedraft for the child-code levels
#1 and #2. The ‘lowest’ child-code level was mo#tijuenced by the data inductively
from the evidence and attributes given in the inésvs. Figure 38 gives an overview of

the whole coding structure of the current studylidating quantities of the various
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evidence points (i.e. the times interviewees reféro a certain topic), followed by
child codes #1 and #2, then the parent codes dmdaikly culminating into the four

categories again. As one can see, numbers redadarther the abstraction level goes.
Table 15 on page 252 in Appendix 7.2.3 shows thmban of changes and newly

created child-codes in the respective cycles.

Figure 38: Overall numbers of categories, codes, drevidence points

Level Numbers
Categories / building blocks 4
Parent codes 15
Child codes #1 45

Child codes #2

Evidence points / attributes

Source: author’'s own (2017)

On the one hand, the US American setting seemedrigsortant for the transactions,
since only 46 attributes or points of evidence werend. On the other hand, strategic
gap and analysis and the automotive context seanmwé relevant with 80 and 64
points of evidence respectively. By far the greatesus of the discussions was on 1JV
and IM&A as tools, with 350 evidence points, folleavby process and decision-making

aspects with 128.

Many interviewees gave explicit comments on lesdeast and best practices from
their point of view and so these were captured separate block and woven into the
overall analysis.

The analysis of the building blocks includes bottmments made on codes with
evidence points above average and those that veedéymentioned at all. There were
several evidences for one child-code per interviete possible to avoid bias from that

point. On average five evidence points were notedhfe child codes.
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Figure 39 gives an overview of the frequency ofdgoused, giving an introduction and
first indication of the importance of the variowwmhs and concepts. The bigger the
words, the more often it was used during the inésvs. It can be identified that

supplier, OEM, market, product and the variousatmtation modes were most often

used.

Figure 39: Word cloud expert interviews
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Source: author’s own (2017); n.b. ‘cooperation’ dndllaboration’ was used interchangeably, in

particular as the German word for collaboratiooléser to the English ‘cooperation’

Analysis per building block: Automotive context (wih focus on the passenger car

market)

The focus was on OEMSs in terms of industry strusturith 18 evidence points.

Technology seemed to also be important for autoredii6), as a driver of the industry
and source of challenges. Additionally, the prodifetycles in automotive and their
impact on collaborations was pointed out sevenaé$. Surprisingly, the tier 2 suppliers
seemed to be less important than the competitiokeld at within the tier 1s for the

transactions. Politics and regulation also seemédxttless significant.
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Indeed, interviewees mentioned the importance ofirsg OEMs and their importance
in the industry. They are seen as drivers and paadeers for the industry and of setting
technology trends. However, as collaboration pastiigey certainly do have their own
agendas (for example “purely focused on optimisiagpwn profitability” E2, 40). For
international JV collaborations and acquisitiom&yt are also key drivers, as they want
competition between suppliers kept high. From thygpser perspective, it is crucial to
consider the OEMs and their SOPs of their car nsodetl platforms for the timing of
product launches, new technologies, and ultimateliaboration. For example, “clear
indicators from the market that this technology vaesired” (E3, 50). In terms of
competitors, a tendency towards similar automotivkures and a focus of European
suppliers on technology and engineering was meatioithe main drivers of industry
change are perceived to be the Asian companiegratigional OEMs as well as new
‘tech OEMSs’ (such as Tesla).

Interestingly, regulations and laws were seldomtioerd as drivers of the industry or
challenge. However, product lifecycle managemers @ften quoted as being important
for product and collaboration decisions (for examplou cannot exchange a supplier
of such an important component every day, therecar@in time windows where you

can step in as a new supplier” E6, 48).

Figure 40 shows a simplified ‘chain of thought'sefiected interdependencies within the
automotive context along the parameters of thenaotive industry structure, its trends,
drivers, and challenges. This is not meant to eestive but to show key impacts as
result of the interviews. It is remarkable how mamtgerconnections there seem to be
with the various market participants, trends, artbllenges with M&A and

collaboration as one of the main strategic toatriat the centre of this changing and

dynamic industry.
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Figure 40: The automotive industry context

Automotive
industry
structure

Trends &
drivers in
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Challenges in
Automotive

Collaboration and interdependencies l
+ Collaboration and interdependencies $
Existing Tier 1suppliers OEMs New entrants/start-ups
=  Culture similarities within Pressure on contract s =  Additional competition — _ = Amrival of Chinese and tech OEMs
European Tier 1 suppliers "The indus and prices welcomed by OEMs — . likely to play akey role
is locally | Influence (for example Increase Increase =  Start ups application often focus only
A Industry very structured’ "follow your customers') competinon. competition for on specific needs
e for collaboration
cost sensitive collaboration partners
partners Implies increasing
Price and costs < e variety of potential
A A | Timing IP as key barrier to partners
G I Requires 4 | M&A and collaboration entry
Adverse eography close locatign .
p Key drivers for M&A and
impact on . . Technology
cles ol Impacts choice collaboration have not really w, > .
saies volume of oreed O = Key competitive advantage to be
collaboration focused on for European suppliers
ct of industry structure and
> Impact e e € = Driven by megatrends, such as ADAS
Can — - - trends: additional momentum
change thel Switching of suppliers only during
towic of certain product windows . . . . ing i i
ogic o Collaboration difficult in the Increasing importance of electronics
cost and Tmolies th ducts over ti s co and software
e plies that products over time automotive industry; acquisition ) )
P need to be cheaper activity therefore s i < =  OEM:s are also competing to acquire
: S those technologi
Politics/regulations preferred by the industry Give feedback, seenas e s
Further consolidation among pacemakers
OEM:s likely to be pursued
Timing crucial (require timing in
v v line with SOP)
Cyclicality/Crisis Productlifecycles Implies that new technologies are implemented
=  Significant impact on the industry = Analysis of lifecycle is at the cost of old technologies N
=  Unforeseeable required to have efficient -
launching date of products

Source: author’'s own (2017); n.b. the inter-relagiand connections that seemed most essentiabarendtrated, but not all in order not to jeopardlaeity
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Analysis per building block: Cross-border/US Ameri@ context

Two aspects were looked at in this building blotke US American domestic
automotive market itself and the reasons to beadiere and the USA as a location for
collaborations. The focus for the automotive maskas on the mind-set of companies
and size as well as volume aspects with eight medefvidence points respectively. The
particular drivers and challenges for the US mawkaie not in the focus.

The USA is one of the largest passenger car mankéts large volumes. This is
important in automotive to as to be able to mardwages in products and technology
(for example “This should be the market one shdatdis on, especially for German
companies” E8, 8). Furthermore, there are diffeesnmm terms of the mind-set of
industry companies, such as the perceived tendendyS automotive companies to be
more focused on costs compared to European congodniaddition, the US American
end customers seem to be more in focus since tay to pay less attention to
technology than price. Interestingly, when disamsstentred around the automotive
industry in general, end customers were not meatiohis might be due to OEMs
generally encompassing the position of end custemgre. their customers).
Furthermore, some industry specifics for the USAenaentioned, for example, it tends
to be a market for in-house produced transmissiafsch needs to be taken into

account for collaboration decisions in that area.

This leads to more aspects on the USA as a colsibarlocation. The non-corporate
interest group of unions in particular was oftenntr@ed as a source of challenges.
Most people, including the interviewees, percehis tharket as liberal, with plenty of
collaboration modes available to foreign suppli€énstthermore, with the trends in the
industry, especially the convergence of IT and itiaahl automotive (supply)
companies, certain regional hubs in the US, suclsibson Valley, have become
increasingly attractive for supplier collaborationslowever, when considering
collaborations with a traditional company, certlegacy items need to be considered
(for example “We had difficulties as newcomers lie US American market to cope
with that union” E2, 30).

Generally, the cross-border aspect of collaborateemed to be less important (for

example when it comes to technology collaboratigdhe, US location was more a
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coincidence since the end markets for these auteenatarkets were primarily the
European automotive industry with European OEM ledidnts. The specific US
location was also of more relevance in the integnaphase of the collaboration phase
of the project (for example “There was more anassuthe post-merger integration
when we told the US Americans that we would mowehteadquarters of the unit to [...]
Europe” E6, 136).

Figure 41 summarises the key findings of the US Acae context along the

parameters of market participants’ consideratitims,market’s key characteristics and
the drivers and challenges for collaborations m t/§ American market. The latter is
presented in the bottom part of the map, with ocetecrexamples of the market

characteristics.
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Figure 41: The US American context
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Source: author’'s own (2017); n.b. the inter-relaiand connections that seemed most essentiabarenstrated, but not all in order not to jeopardlaeity
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Analysis per building block: Strategic gap analysisand organisational decision-
making

For this building block, | separated the categogéstrategy analysis on the one and
process as well as decision making on the othed.h@ihe findings in this area are
mainly based on ALPHA as a specific tier 1 suppleEurope, but most of them relate
to size and company structure so the findings aregived to be transferable to other

supplier companies. This is also mentioned by smsearch participants.

The focus was again on technology, floe strategy and visigras well as for the core
competencies, with six and eleven evidence porgpactively. The split between the
USA as a key market for the company and collabamaseemed less relevant with five
and six evidence points. Generally, a balancedpfout was identified as a central
element for strategy in three attributes. Oveth#, majority of interviewees saw value-
driven strategies as being the most relevant, cozdpt non-value driven strategies,

which were mentioned ten times.

Respondents stressed that strategy should alwaxs @&alue impact in commercial
vision, a (for example “our suppliers received hwgeounts of value-add for these
electronic components of our gearboxes and we wetewilling to give these huge
amounts of value-add further on, but we wantedake tthis in-house” E6, 40). There
were some contradictions such as signalling effegtsch are hard to measure were
mentioned, even though the interviewees agreed alaitrategies should be value-
driven. Another common strategic pillar in the séenwas technology and innovation
strength as strategic ambition. In this regard,ctbre competences of suppliers were an
important element, (for example “this means we alsatributed with some inventions
and some IP based on our core experience, whidnawe’ E3, 18). Regarding regional
aspects, interviewees repeatedly identified théowigs having a balanced footprint
globally.

The strategic analysis process seemed to be anwtiteprocess in most cases (for
example “the process before which then led to tflkeet®nics acquisition was quiet
comprehensive. We had a kind of system to challetifferent business ideas or
product types” E6, 30). Within this process, aidddtview on technology and trends

seemed to be the most crucial for long-term success
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Figure 42 summarises the key findings of the djiatgap analysis, organised in a
matrix overview. Along the dimensions of the tedogy perspective, the commercial
perspective, and finally the regional perspective teader can identify implications

from the status quo, the company’s vision andhéré is a mismatch, the company’s

strategic gaps and deficiencies.
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Figure 42: Strategic gap analysis (empirical part)

Technology
perspective

Commerecial
perspective
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perspective
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Use engineering, technology and IP
based on experience and existing
products as key strategic advantage
Can leverage technology in the US
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Experience in industrialisation and
OEM access that could be leveraged
as partner of start-up (core
competencies)

Leverage ability to access market as
partner of new entrants

Ability to transfer knowledge from
one place to another

Accept if no alternative technology
actionable to fulfill market demand
Save R&D costs

Consider electronics as a key
competence to develop yesterday,
same for software today

Do not reduce the perceived value of
the product for end-customers but
diffuse some ambiguous
information (for example IV
labelled after Tier I supplier and not
after the OEM partner)
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worldwide: no need to target US-
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Source: author’'s own (2017)
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Interestingly, on theprocess side of analysis and decision-makinggeneral, the
relationship between different business units ofPAIA seemed less relevant. This
corresponded with points made on competition feoueces. However, the Supervisory
Board was hardly mentioned as an institution withie process. This was also the case
for the experience an organisation had of the amabnd decision-making process. The
relationship between the headquarters and the égssinnit was much more important
for the process (16 evidence points) and this edlab the role of central functions (8
evidence points) and the internal communicationsitimeed (10 evidence points).
Process-wise the inter-relation of bottom up anp-down analysis and decision-
making was also perceived as an important elenvétit, seven evidence points. The
senior management was identified as the key stdttefsoin the process, with nine
evidence points for individual aspects and severh dar their role of drivers and

decision-makers in the process.

The corporate set up was felt to either be a gaodgss with HQ and business units
together developing strategy, top down or bottom Hpwever, a clear lead by the
business units is favoured in the overall projettugp (for example “we had a strong
leader of the project from the business unit thglanised it quite well” E3, 84). In
terms of internal communication, some interviewéss that a dual reporting line
(within BU and within the M&A/collaboration projecivas additional effort but was
useful. For the method, there is more or less an esplit between the flexible and
highly systematic approach.

In terms of stakeholders in the process, a joinjgot team approach was used in all
case study projects. The role of senior manageinlriver and decision maker was
mentioned as particularly important. Individual ests of senior management seem to
have been less important, or respondents simplynbagpecific views on this. Having

said that, one interviewee said that there waatihy within the BoM, so it might be

sufficient to only convince a few members of theiise management team. Two

respondents noted that the overall strategy proecasschanged from being driven by
gut-feeling towards a more professional, less peépiused, and more systematic
approach over the years of significant growth & dompany. On the other hand, the
supervisory board was less often mentioned, whigtie due to the fact that they are

seen more as a monitoring than an active body.h&urtore, most interviewees
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considered the supervisory board as a bit ‘furbveny’ and there was little or no
interaction (since it is mostly the BoM who interagth them).

The OEMs were often mentioned as another influgnéactor in the process while
other pressure groups, such as unions, seemedripsegtant for the decision-making.
In addition, tier 2 suppliers were seen as a soafaaformation, for example, about
potential collaboration partners or acquisitiorgéds, rather than influence factors on

strategy.

This is in line with the strategic and value-enhaganotives and theories (see Section
4.1.2 on p. 135ff.).

Figure 43 summarises the key findings along theedsions of the stakeholders, the
organisation, and its environment. All of thesetdax should be reflected in an
automotive supplier's process considerations, heheeblock arrows indicating these

relationships.
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Figure 43: Strategic decision-making process consdations

Stakeholders
Top\Ia = A S Supenlsol'\Boald ......
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execution due to deep industry knowledge P refusal taken into :
= Limited /not perceived personal bias and ambiguous attitude account in
towards deal relevancy (for example hunting effect), mostly preparation of
ct

Project team

= Deal execution while project leader (most times BU) coordinate projects and monitors internal
communication

=  Sufficient expertise and efficiency to be fully internal (depending on company size)

= Possible conflicting interests between sub-teams

=  Importance of personal relationships and networks in the decision-making process

Timing

: i Experience
= Internal time pressure on team i = Development of new expertise in 'buy-

= Time spent on a lapsed deal creates and-build' approach

opportunity cost

Interests

= Difficulty to acceptanewlyimposed internal supplier for internal customer: organisation and
division interests not necessary aligned (‘not invented here mechanism')

= Inter-organisational conflicts possible due to different priorities between partners (for example
Lowest costs vs. Most advanced technology)

= Necessity to convince collaboration partner of the opportunity for its company

Process considerations

Corporate

=  Decentralised organisation with BU as one of the key drivers of collaboration projects

= Possible differences between HQ and BU interests or vision and competition between BUs
i = Top-down and bottom-up decision-making process both considered :
{ = Central team (for example M&A/collaborations) supporting the process with their specific expertise

External advisers Communication/approval
M&A/collaborations team ensuring internal communication
between teams despite language barriers or the existence of 2
parallel reporting systems
=  External communication to be aligned with internal
communication

=  Helpful for analysis but not -
for decision making process:
or strategy definition i

=  Flexible decision-making process despite increasing standardisation overtime
=  Both corporate and opportunity analysis

OEMs/customers
Key influence on strategy (products, technology, timing, footprint, etc.)

: . Industry participants
: = Tier II suppliers as source of information regarding market, targets and partners

~ Government/Politics/Unions
=  Importance of work council but not to be decisive in decision-making process
=  Ability of unions to block swift gains in efficiency, especially in US America
= Importance of regulatory bodies

Source: author’s own (2017); n.b. the inter-relagiand connections that seemed most essentiabarendgtrated, but not all in order not to jeopardlaety
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Analysis per building block: 1V and IM&A as means to address strategic gaps
Since IJV and IM&A as the means to close stratggips are the focus of the current
study, they also accounted for the most evidenag$@n total 350) and are the subject
of the following paragraphs. Within the code oftgic considerations with regard to
collaborations, the most often referred to concets that of ‘clean ups’, i.e.
divestments of certain areas after an acquisitiofive evidence points. Other codes
such as implications from the VUCA environment aoertain risk attitudes of

companies and signalling effects seemed to beddsgant.

There were many more evidence points recorded eénatfea of transaction-related
considerations. Here, the classical characteristosl differentiating factors of
collaborations, such as control, commitment, arst scored high. In addition, all
partner-related topics in general and consideratiom specific company types were
important. For example new entrants/start-up agees scored 21 evidence points. In
line with this, considerations on the partner’s Ilgoand win-win situations scored

likewise 21 evidence points.

Furthermore, considerations of integration and dggaf companies in collaborations,
seemed to play an important role for the interviesvevith 29 and 7 evidence points.
Within the section on collaboration analysis andcpss, interview partners often
mentioned aspects of systematic process and speaifi certain collaborations.
Opportunity-driven collaborations were also diseasbut scored less evidence points.
There were also considerations on spill-over e$fédodm international collaborations
and acquisitions, which was only added to the apdicheme after inductive coding

cycles with 26 evidence points.

Sequentially, | firstly looked at strategic conseteons of 1IJV and IM&A then more
specific, transaction-related subjects. Within strategic considerations, the impact of
VUCA seemed to be less crucial, potentially dudit®HA'’s fast follower strategy, i.e.
for the technologies there was either a marketdirer relatively clear OEM demand
and hence less VUCA impact. The access to resoumnesthe company’'s own
capability to close a strategic gap was also ingmytwith the help of the collaboration
project. Several approaches of collaboration gsateere discussed while the need for

a clear strategic view and potential clean-up dfaboration assets were mentioned
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several times (for example “knowing that there wsoene products we did not need.
But consequently, we sold these products lines”123,

Risk and commitment aspects were elaborated ontherclassic transaction type
analysis as well as access to resources/marketastd-control. Interestingly, some
participants considered JVs riskier than M&A, whighs partly explained as they have
less control over the operations. In terms of tgnimany interviewees stressed the
importance of good transaction preparation andtithe window right after a Closing

which should be used for change management (nebCtbsing refers to the point in

time when the company purchase and sale or a JMi&dion is completed and signed
off, i.e. that happens after Signing of the tratisa¢c when all Closing conditions such
as anti-trust approvals are fulfilled). With regaodpartner type specifics, answers often
centred on OEMs and start-ups / new entrants asgray since they have their own
agenda and specific needs. Smaller and midsizetlyfamned companies tend to have
a larger emotional attachment to the businessmidtely, the crucial elements to
success seemed to be a cultural and personabbt gnowledge about the partner’s
resources and identification of his ability to dothe strategic gap and a win-win

situation overall.

Another subject was synergy and organisationalgmateon. It seems crucial here to
have a long-term view on where to integrate colfabon and who is responsible in the
end. The ‘not invented here’ issue and that mightlto reluctance to integrate by the

integrating business should be avoided.

Two emerging concepts that came to my attentioy doking the current study were
the relation between collaboration and auto protuatich timing and spill-over effects.
Neither of these can be forced but they need taken into account. Spill-over effects
of collaboration into other business areas or gmmlyes can be important success
factors of a transaction and should be considdneasisible. Likewise, if a collaboration
cannot completely close a strategic gap, furtheestments should be considered. For
example, in the context of a ‘buy-and-build’ stggter organic growth spending.

In line with strategic motives and value-enhanamgtives see Section 4.1.2 on page
135ff.
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Figure 44 summarises the key findings for the Ihd dM&A as means to close
strategic gaps along the dimensions of strategnsiderations, collaboration analysis
and transaction considerations. It is to be notest &ll of these dimensions are
interdependent on each other, that is the morergkenellaboration analysis strongly

emanates in the analysis of strategic and tramsatiated matters.
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Figure 44: 13V and IM&A as means to close strategigaps

Strategic considerations

=  Rare technology/knowledge or way to increase =  Whatmessage will be send to competitors?
volume? = IJV collaboration or IM&A?

=  “Buy & Build” or “Buy and leave it asit is™?

= Core business or diversification ?

Collaboration analysis

Approaches 1 Analysis of : i Risk Management Choice of partner/target type :
= Commercial and technical analysis i collaboration modes v © = Howto ensure the appropriate level of :: = OEMs? = Secure vohmes, risk of non aligned interest
=  Market and competitor analysis - = Consideration of every control? i = Start-ups? <ddifference of working culture to be H
= Use of shortlist and scorecard development strategy = Will the IV partner be committed maintained, risk resulting from high turnover :
=  Systematic analysis =  Balance market access enough? i = Competitors? = no collaboration to have differentiating
*  Financial analysis even if sometimes difficult oppommxty a.nd risk of { = Whatis the size of the target? Isits products and USPs :
= Due diligence of companies becoming junior partner product portfolio mature and fitting the :: = Medium-size/family/privately owned business? 2

for a Joint Venture

difference of organisation, involvement of owners
increased efficiency

=  Implementation of collaboration boundaries

1oice of partner/target
=  Creation of personal relationship between

Opportunities analysis i i Learning effect
= Availability/ opportunity considered assecond :: =  Difference between US

main driver collaboration and other managements? Timing
= Needtomove quickly when opportunity arises cross-border collaboration i = Cultural fit? 1k Integration to be done as swiftly as possible
= Problem of scarcity of target creating high . = Leaming effectregarding i = Geographical proximity? 1 Clean-ups must be done as soon as possible
competition for opportunities costmanagementand : = Difference of organisation? I
=  Good relationship with a supplier asan process standardisation for : i = Unique technology?
opportunity for a collaboration : collaboration = Creation of a win-win situation (money- i gies 0 0 issolution
Commercial effects = Technological spillover muslly for stackge, secured *  Change in management staff. move to newly internal

effects employment, technological gap...)
: i = Isit both actionable and a strategic fit?
= Have all alternatives been investigated?

supplier, restructuring?
=  Synergies required for efficient JV

=  Additional customers gained :
= Strengthening of the commercial relationship with: :
partners, including in segment not directly P

=  Risk regarding legacy in the US must be considered

Source: author’'s own (2017); n.b. the inter-relaiand connections that seemed most essentiabarenstrated, but not all in order not to jeopardlaeity
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4.2.2. Documentation, experience/ observations and casealysis

This section gives an overview of the findings frdocumentation analysis as well as

from my personal experience and observations,eauthor of the current study.

Strategic analysis at ALPHA
ALPHA has reacted to the rapid changes in the aotiom supplier industry and set up
a strategic vision for the future (ALPHA internadaliments) based on the following

five key pillars:

* Increase market share (mainly in Asia-Pacific drelAmericas)

« Technology and cost leadership (these tend to b#icong strategic goals, but
necessary in the automotive industry in the lomgtsince innovation and costs
must be considered in order to be a successfldrsystipplier)

* Integration of new technologies and competenceasefample electronics and
software

» Financial independence

» Skilled and motivated employees (branding as globaipany)

The strategy development process follows both adtapn and bottom-up approach to
ensure strategic alignment between the top managemwed all Business Units

throughout the company.

The basis for the market trend analysis is thedmpn pieces. The next step is to
evaluate the consequences for the competitive @mvient in each product area, based
on SWOT (‘Strengths, Weaknesses, Opportunities,Tdmdats’-analysis) and portfolio
analysis tools. Based on these steps, chancesisidne evaluated and ultimate
strategic goals are set. The process is shownguar&i45, starting with the strategic
vision with a very long-term orientation, mainly the guidance of senior management.
This step is followed by a phase of strategic dgwalent, which is mid-to medium term
oriented and follows both bottom-up and top-dowrocpsses. In this phase a
collaboration strategy also needs to be developduch is where the advisory
framework can be useful (refer to Figure 50 on¥)2The next step is the operational

planning, which is rather short term in nature. @ilethis strategy formulation process
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is in line with the ‘text book’ planning process.(Eigure 8 on p. 23) and the conceptual

framework of the literature review Figure 36 on @ad®4.

Figure 45: Strategy analysis process at ALPHA

__________________________________________________________

s .- Sontrolling |
: Phases Strategic J%tntegc- Djefmuon?f Strategy Cum;l(h;x: and X
I eor o analysis strategy L management :
_____________________________________ (—— o et s ST e o o e o
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ALPHA 20XX strategic development operational planning
strategic vision and goal-setting (strategy implementation)
Frocess ) ]
HQ/ Senior T.T::‘::;egc Top Down
management al-setti
e goul-stting 3 ([
Div/BU Bottom-up Strategy-Goal-Comparison Bottom-up Bottom-up
strategic (matching between Bottom-up preparing the .
continuous forecasts
davelopment 2nd Top-down) planning process
T RS S =t
\ J

[ Advisory framework ]

Source: based on ALPHA (2016); top part was addeddted by dotted green line)

In the next step, the findings are cross validated bottom up strategic development
from the divisions and BUs. They provide additiomérmation and insights since they
are close to their specific sub-markets. In thiy,veastrategic dialogue is initiated. The
strategy is discussed in a three-year cycle (wisebeginess planning is an operative
tool conducted every single year). The objectivessat together through this strategic
dialogue and the definition of strategic gaps attiba options is developed together.

The specific actions are then executed in theegyaimplementation step. For example,
to address a strategic gap organically or througtoliaboration (such as a JV) or
outright M&A activity. A key aspect in these considtions is always the protection of
knowledge. At ALPHA, there is already a M&A/collatation toolkit. However, this is

more focused on the execution side of things.
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Case documentation analysis at ALPHA
This paragraph gives an overview of the documengdyaed and the findings. Some
additional remarks on document analysis are ‘wovett the later paragraph on the
case-by-case analysis within this section.

The following types of documentation analysis & dases were analysed:

- Project documents and presentations

- Introduction of and updates on collaboration/M&Asea to the ‘M&A Committee’
of ALPHA (regular monthly jour fixe between somemigers of the BoM and the
M&A department)

- BoM / Supervisory Board materials

- Retrospective M&A performance analysis (LAMBDA onlgince performance

review was newly introduced)

As a general remark, there was quite a differenderms of what was documented and
presented even within the same purpose of pregamgfor example to the BoM). This
iIs partly due to the different times of the casAt&PHA has undergone organic
development in terms of processes, analysis, aodide-making, as outlined in some
of the expert interviews. Furthermore, the processe highly dependent on people that
have changed over time and with them the requirésnémall the deals, documentation
was prepared as a team effort between central Mélislgoration specialists and

Business Unit representatives.

All the documents had a clear focus on the respeateal’sstrategic rationale and

technical elementthat was always present and visible.

Slides are presented by the respective deal teatmeiM&A Committee (introduced
above), dedicated on M&A/collaboration projectsd amonitor their progress). The
focus of these slides, which also included ZETA, égample, was on the progress
monitoring of the project execution (for examplerge-page document highlighting the
key aspects of the deal, such as the use of a deatess. asset deal structure). In light
of this documentation, the M&A / collaboration cortbee mainly looks at the different

phases of steps #3 and #4 of the literature redemceptual process framework (p.
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166); the implementation or ‘Execution phase’ ($egure 8, p. 23 as part of the

literature review framework).

In terms of systematic analysisthe documentation gave evidence of the way
collaborations and M&A were looked at in specifiases. For example, in the
LAMBDA documentation one can clearly follow the symatic screening approach for
the target/partner, which was also described byrtteeview partners. In the other two
cases, there is not much detail given. This is leeaeither the partner was already

known early on the opportunity only arose at thiget

The financial dataanalysed and presented depends quite a lot on dterity of the
business and the time of transaction. For exanmjitky financial information was
documented on ZETA since it was a start-up andtélcbnology was the focus. All
business plan and valuation material was thergyiven that ZETA was a start-up, this
part of the analysis was less essential. DuringDB&TA 1JV, the organisation and
professional execution of collaboration project®\BPHA did not seem very advanced
or sophisticated so here the analysis was quite leigel. In fact, the improvement of
the financial analysis of projects as a learningcpss from the OEM partner was a side
effect to the overall project DELTA I1JV. After tHeAMBDA project execution, a new
review process of M&A/JV collaboration projects wasgoduced at ALPHA. Strategic
and financial aspects were reviewed and criticadlffected on to see whether the
strategic gap was successfully closed or the tctiasawas successful overall.

Finally, little or nothing was documented about thexision of which collaboration
mode to go for. This is in itself a finding of tlamalysis and confirms what expert

interview participants have outlined.

Observation and experience based data analysis

Experiencen previous M&A/collaboration projects with regatal decision-making is
that they seem to be mostly driven by gut feeling apportunity, potential need and
merit to systematically address the strategic ioapions. It seems that this observation

seems to hold true for many European tier 1 autmaauppliers. When knowledge
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and/or technology are sold: Is it appropriate teeha buy rather than a make strategy in
that particular product/technology field?

Larger more ‘game changing’ transactions tend to thiggered by the senior
management, sometimes at the initiative of advisoch as investment banks. One
such large transaction conducted in my own compeas/the takeover of another tier 1
supplier in the USA. A JV was not in discussion tlois, as we needed the technology
capabilities to complement our own product and eigee portfolio.
Besides the size and ‘game changing’ nature ofrdresaction, another major highlight
was the post-Closing phase, which included sew@ralable clean-ups. In one of the
previous deals, this had happened two years aft@sir@, but on this occasion, the
divestments were triggered in a timely manner. Tisved to be efficient since
integration was not that advanced and the funde weed to decrease the debt burden
of the company and made new acquisitions and patips possible.

Besides this transaction, | also participated imiows other US-focused buy-side
transactions. One was the acquisition of a prodod&chnology and materials
knowledge focused acquisition usable across proskeginents. This was similar to the
LAMBDA case study presented earlier, but not ascessful due to different price
expectations of the seller and buyer. More pregjsge were contender in an auction

process.

From my experience as a practitioner, 1 can confim views of the research
participants during the expert interviews; oppoitiga also play a key role at my
company and this is true in many other tierl sw@ppli talked to. | feel that the US
companies in automotive tend to be more financidhliyen and are perceived to be
managed more by directions and operational leagerstowever, they seem to have
cultures that are not so different to their Eurepeaunterparts. In terms of technology
clusters, it also seems that all major Europeanltisuppliers are already present in
Silicon Valley or intend to be so. Besides thatlefinitely see merit in thinking more
profoundly and deliberately about IM&A transactiargarding other potential
partnership forms, such as the international JV sta$ed earlier, this was part of the

motivation for the current study.
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Advisor discussions (selection):

These discussions do not usually focus on trarsactiode decisions and the key
themes tend to be on strategic considerations,stngstructure, new technologies,
partnerships and M&A activities. Hence, in thesscdssions, process and decision-
making are not in the focus. The selected discassamd exemplary quotes presented in
this paragraph refer to advisor discussions thak pdace between 2014 and 2018.

In summary, the discussions reinforce the consiger® on industry trends and
challenges found in the literature review and thate occasionally mentioned in the
expert interviews, which were more transaction-fsoi International equity
collaboration activities and within this group mgiM&A are expected to continue to

be the main tool to address strategic deficienaig¢ise automotive industry.

Advisor #1. “Some European OEMs see Google as market en@adtiph so far new
competitor] less critical since they, so far, ontgnaged to make money in their core
business, i.e. the Internet search engine.” Therrioveg theme is that hunt for
(engineering) talent and senior automotive manaigegilicon Valley is to hire talent.
M&A targets have limited availabilities and JV willontinue to play a role in
automotive and hence should be considered. New ADi&8dly regulation is on its
way, for example in London; staggered entry of aatoous taxis, for example starting
in the west coast of the US making its way eastaatarporate Venture Capital (‘'VC’)
funds, for example Valeo or Bosch continue to @asole in safeguarding innovation

through (minority) investments in tech companies.

Advisor # 2. The discussion with this adviser supported tlesvwhat new entrants and
established players are shaping the future of thenaotive eco system likewise. The
advisers shared their views on the key strengtischallenges for all participants in the
automotive market (established OEMSs, establishggblers, new/Silicon Valley type
entrants, car sharing companies, electronic conglates and telecommunications
companies). In particular for the OEMs they seeér thwduction and system expertise
paired with their existing service network as keyersgths, while the might face
challenges in the areas of technology knowledge BR&dD investments. This is
mirrored in the existing suppliers profile who latle access to t eh retail customers and
face challenges in the purchasing area since OElesde for them what to buy and

from who (‘directed buy’). On the other side, thédg have system and technology
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competence. Interestingly, for the new market pigdints, they noted that the new
entrants tend to have software and Internet knayddalit lack the automotive expertise
and infrastructure. According to the advisersermains to be seen if these new entrants
are willing to accept the lower profit margin lesehat are common in the automotive
industry in the long run. This confirmed what canrbad in the literature and what I, as
a practitioner, also observe in the market.

The strategic focus of the various tier 1 suppheas seen differently for the respective
group of suppliers. The advisers showed the varsmes brackets of suppliers and what
is perceived to be their respective strategic fodMkile mega suppliers (beyond 30bn
USD in sales) seem to focus on system and ADASYso& competence with selected
add-on partnerships, the large suppliers (USD 8i30Isales) are more likely to pursue
add-on acquisitions and partnerships, and potgnsame transformational moves too.
The mid-sized players (up to USD 8bn in sales),ciwhare typically component
suppliers and active in niche markets might faceemmmnsolidation tendencies (for
comparison, see Figure 4 on p. 15 that differezgidly value chain positioning and

product offering).

Advisor #3. Some exemplary quotes from the meeting: “No aaly knows where
technology is heading”, “M&A, yes in order to seeutechnology, but not at all
prices/valuation levels”, “Outright M&A might notecessarily be the best way forward
now but rather operating collaborations might dlsca way to come to know a partner
better, which might lead to an equity investmetdra What drives decisions currently:

caution, M&A only if clear view and proper strategationale.

Advisor #4. Market update: OEMs request from suppliers intéonal footprint with

regional presence, but they do not seem to be stupgpdhe suppliers any more (for
example financially or operationally with locationsext to OEM plant). At the same
time, not all suppliers want to become system raieys but stay focused in niches,
which will gain further importance with ADAS, foxample camera, interior design, or

noise-vibration-harshness (‘NVH’).

Advisor #5. Meeting topic was integration of new companiesl atart-ups. The
advisers re-iterated that mature companies and-igtar are different in three

dimensions: (1) organisation; (2) corporate cultu/® employees. In that regard,
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mature companies need to consider that after amstgn of a start-up, the envisaged
‘exit’ for the founders and key employees, suclam@agnitial Public Offering (‘IPQO’) on
the stock exchange, will not be possible any méneithermore, the subjects of
integration levels and compensation/benefits wiledh a lot more flexibility (and
‘freedom’ for the start-up) than in the acquisitioha rather mature company. The key
recommendation is to prepare early on and invdieecompany’s HR department (and

HR advisers if needed) as early as possible togpee successful integration.

Conferences / congresses participation

In this paragraph, a selection of conferences amubresses is presented. These
conferences tend to have a specific focus eachsdence, these conferences underpin
the consolidation tendencies in the automotive keipmdustry and the importance of
the US American market.

Bundesverband M&A ‘Corporate M&A Kongress’ (2014/2015 in Munich,

Germany): the focus was on technical M&A aspedais ¢kample contract drafting, Due
Diligence), but also with regional foci, mainly ®@hi (with an increasing number of
Chinese patrticipants to these kind of events) a®d\ Wwith specific workshops on
German-US M&A activities).

VDA / IKB panel discussion (2015 in Frankfurt, Germany as part of the Intdomet
Autoshow / IAA). Title: ‘Automobilzulieferer unter verstarktem
Konsolidierungsdruck?’ (English: ‘Automotive suppt under increased pressure to
consolidate?’) Industry participants, for exampleegident of VDA (German
Automotive Industry Association), president of IKBmid-market German bank, Mr
Rosenfeld (CEO of Schaeffler Group), Mr Scheideoafd member of MAHLE
GmbH), Mr Draeger (BMW purchasing manager), Mr kbgKostal Gruppe).

Increased globalisation and technological develogsforce automotive suppliers into
more investments and innovations. Also increasedgmce in international markets to
be close to OEMs. Questions discussed: Can sup@iem these challenges alone?;
further consolidation; Will system suppliers grower bigger?; Which options have
smaller and medium suppliers?, Can they cope vathpetition from local suppliers?
(VDA & IKB, 2015)
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University students’ workshop (2016) on M&A targets and strategies for tier 1
automotive suppliers. An interesting outcome wa thost technology targets brought
to the attention by students, who were given tls& @& identifying attractive targets,

were based outside of Europe, mainly in the US.

Latham & Watkins / Citi conference (2018 in Frankfurt am Main, Germany). Title:
“The US M&A Market, In light of Changing PoliticalEconomic and Monetary
Policies”. The various discussion and speecheseaxmn North American and cross-
border M&A trends as well as the potential imphicas from the new US president and
policy changes. In essence, speakers agreed thg¢naral the M&A environment
remains intact globally, with a potential slighifsbf focus to Europe away from North
America. With regard to regulatory approval proessfor M&A into the US (and
potentially in the future JV collaboration) it watated that these approvals might take
much longer (up to 3 months, instead of 1-2 momthmior years), since more cases are
being reviewed and US institutions having difficest with being under-staffed.
Furthermore, there are intended changes in legahdworks such as the Foreign
Investment Risk Review Modernization Act (‘FIRRMAWhich should strengthen the
institutions overseeing the inbound equity investtaeinto US companies such as
CFIUS (see also Whitehouse, 2018). Compared totrausti approvals, the foreign
direct investment approval is far more in transpasnd a “black box” since no clear
thresholds exist and feedback is very scarce gitren involvement of various
investigative and secret agencies in the US (sadheFederal Bureau of Investigation
or ‘FBI' and the Central Intelligence Agency or &). These increased burdens do not
apply to business partners from all countries dguaince companies from NATO
allies seem to have a better access. Furthernfwe are positive effects in the current
US politics that benefit companies, such as thedform that passed the US Senate and
signed by Donald Trump in December 2017. (Lathamé&Rivia, 2018)

In summary, all speakers agree that the US remdiigtady attractive market with its
attractive and competitive companies as collabanatir M&A partners. Nevertheless,
non-US companies engaging in the US have to litk amnd prepare for the uncertainty
in the current political environment (e.g. lengtdgyproval processes for foreign direct

investments).
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4.2.3. Case analysis

This section looks at the various findings for edxhilding blocks and then gives a
summary overview of the highlights and evidencemfréhe selected case study

transactions, regarding the building blocks.

Figure 46 gives an overview of the ranking of theses along the dimensions of
strategic impact, transaction success, focus onUtBge opportunistic (as opposed to
systematic analysis approach), impact of orgamsati context, and impact of
environmental context. These various dimension®wereloped after the engagement
with the case documentation and the realisatidhegxpert interviews. They are meant
to also reflect on the Research questions and tlagec for example the strategic gap
analysis in light of the collaborations (RQ #1)vasd| as the importance of having a US
partner, organisational and environmental contélR® #2) While the outer lines
indicate a higher ranking, the inner lines indiaiewer ranking.

Figure 46: Assessment of selected cases
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IJV transaction with ‘DELTA’

This 13V, DELTA 13V, was set up in 1998 and dissalvn 2004. Its regional focus was
the USA but with a worldwide reach. The technolagideal rationale was to address
the comfort oriented automotive market in the U8wai special type of transmission. It
was also specific to this deal that the JV partmas a US-based OEM. ALPHA had a
technology already developed and wanted to levatage new market of the USA, for
the respective Business Unit. Hence, the strategfionale can be described as a
‘technology-for-market-access’ approach. Addressing entering the USA, as a ‘blank
spot’ on the map was the strategic gap to cloga tte suppliers’ view. Figure 47 maps
these considerations in a ‘relative strengths’ ymsalof the collaboration partners. It is
easily identifiable that both partners had a gabohfterms of their respective strengths
and little overlap (main data points in the uppeft &nd lower right corner, in which

only one of the partners was strong).

A key lesson learnt was to not underestimate therest difference of the OEM
regarding the supplier and the 1JV, as this waslloration of various value step
partners (cf. Figure 10 on p. 32). In addition,réhevas room for improvement with
some specifics about the US American legacy, famgle, the unionised plant that was
used. In the end, the JV was dissolved. Usuallyitbgme of a JV is 20-30 years but in
this case, it was 6 years only. However, this was tb a strategic entrepreneurial

misjudgement (retrospectively) rather than theatmration mode in itself.

The implications of this transaction for the adwystramework centre on insights from
the supplier-OEM JV, in particular in alignment ioterests and the legacy of US
American companies. In terms of decision-making prwtess, the deal revealed the

importance of the inter-personal relationshipsexdision-makers on both sides.
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Figure 47: Relative strengths analysis DELTA 13V
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Hybrid transaction ‘ZETA’

This deal was one of the first technology-driveiadmration discussions at ALPHA
with a start-up that would potentially lead to amuaisition discussion (see also Figure
48, which shows the relative strengths analysi8E6FA and APLHA, analogous to the
one of DELTA and ALPHA in the previous paragrap@fter starting as R&D
collaboration in a field adjacent to ADAS (incredseomfort level with special
suspensions) without equity capital investmentyeh&ere various discussions about
closer collaboration, such as establishing a jeémture, licensing model or acquisition.
This might be termed a ‘hybrid’ discussion. In {H#&£TA owners quickly rejected the
JV, since they wanted to move on and realise ttash-inflow. Ultimately, they seemed
to want to sell out to ALPHA so the next idea oklsing and tier 1 / tier 2 model, was
also turned down. In the end, the deal was lapsedalthe different expectations of the
ALPHA and ZETA'’s owners, mainly around businessuasibn but also regarding their
different perceptions of the product readiness BT Z. Again, this was with different
partners at different steps of the value chainthig time with a start-up partner to
ALPHA.

One key lesson learnt or area with room for impnoget was that ALPHA entered
quite late into discussions for closer equity dmbieation. ALPHA’s central
M&A/collaboration department was involved too latnce the business unit had
already negotiated a lot by themselves. Anothesoledearnt was that besides a 100%

takeover, minority investments could also have merthe start-up area.

One implication for an advisory framework was tlat technology critical topics,

closer equity collaboration and acquisition coutd relevant to overcome difficulties
and limitations in terms of joint Intellectual Pexpy (‘IP’). The reason for this is the
collaboration partners’ reluctance to share thgolusive knowledge about products,
technologies, and Unique Selling Propositions (‘g%Bpenly. It was also shown again
that it is critical to align the interests of afiliaboration partners with regard to overall
strategic goals and that these collaboration fownty make sense if they are
conductible at a mutually acceptable price and ateda level. Figure 48 shows the
relative strengths analysis for ZETA and ALPHA withe highly complementary

positions resulting in the assessment of a strafégi
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Figure 48: Relative strengths analysis ZETA collab@tion
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First mover advantage was clearly a side effe¢chénintended ZETA acquisition, as a
key internationally relevant motivation, as menédrin the literature review. This came

across clearly from the documentation but lessgbe interviews.
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IM&A transaction ‘LAMBDA’

ALPHA's acquisition of US American electronics coamy LAMBDA was completed

in 2008. It had a worldwide reach with Europeanutotor automotive. LAMBDA had
some exposure to the automotive industry, but wiasapily active in other sectors. The
deal rationale from ALPHA’s perspective was to &3drthe market mega trend of
rapidly increasing electrification of passengerscarhe market segments served by
LAMBDA were switches and control, computer inputvides and automotive
electronics. Client base within the automotive aystinclude tier 1 suppliers and
automotive OEMs. Other clients included home apgkamanufacturers and private
clients. One could therefore argue that both pasteere at a similar level of the

automotive value chain.

Since the strategic rationale was to in-sourcetm@eic control units for transmissions,
this was a vertical integration play. As such, theal was technology driven as
electronics and production knowledge and capacigrewall complementary to

ALPHA's resources. This goal was ultimately achebaed the entrepreneurial decision
was endorsed as ALPHA was better positioned alffteraicquisition and the strategic
gap significantly narrowed. One unique aspect of tleal was the integration, which
was done via an own business unit within ALPHA with complete integration. Even
the brand name was kept for all the non-automobusiness and the automotive

business was only branded ALPHA after the acquisiti

Challenges of the deal included over-estimatioreafliness in terms of delivering and
under-estimation of the need for further developmiearthermore, the business was hit
by some external factors, such as the automotiggsan 2008/09. The re-shaping of
the target and selling of non-core businesses &g time and portfolio clean-ups

came quite late.

In summary, since the LAMBDA international acqudait was meant to get access to
product and production technology (electronics) thas meant to be a cross-section
technology, important for many divisions and busganits across the ALPHA group,

overall the IM&A mode was the right choice.
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Implications for the advisory framework were thaere is some merit in being well
prepared of closing a gap, not only through an sdtn but also investments beyond

this. In addition, having a distinct action plarspolosing is crucial.

Figure 49 below shows the respective strength dh kmartners, LAMDBA and
ALPHA, as the basis for the success of this prodimct production technology driven

international acquisition.

Figure 49: Relative strengths analysis LAMBDA intenational acquisition
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The key best practices and lessons learnt fordhaboration cases of the DELTA 13V,
ZETA and LAMBDA are summarised in Table 9. Thisléland its content were
developed based on the findings from the expeerwgws, with a specific focus on
each case.

Table 9: Selected best practices and lessons leanitcases studied

. , Market access ensured . Legacy issues
Delta’ ‘Conclave meetings’ of project teams to get results . Align i