
CHALLENGES FACED BY OIL TERMINAL JOINT 

VENTURES IN KENYA 

BY 

FRANCIS 0 . OWUOR 

A MANAGEMENT RESEARCH PROJECT REPORT SUBMITTED IN 
PARTIAL FULFILLMENT OF THE REQUIREMENTS FOR THE AWARD OF 

THE DEGREE OF MASTER OF BUSINESS ADMINISTRATION (MBA), 
SCHOOL OF BUSINESS, UNIVERSITY OF NAIROBI 

OCTOBER 2007 
u. .., o1 MIAOIJ l-rary 

1111111111111 
0306546 3 

_) 



DECLARATION 

Th1s management research project 1s my ongmal work and has not been 
presented for a degree in any other umvers1ty 

l~~ ----- -----------------
FRANCIS 0 OWUOR 

061/P /8969/04 

_____ 'll!LL~~------
DATE 

Th1s management research proJect has been submitted for exam1nat1on with 
my approval as Umversity Superv1sor. 

/l,~~~ -------~----5---------------------
PROF EVANS AOSA I JACKSON MMLU 
SCHOOL OF BUSINESS 

___ JJuiQ l- · 
DATE 

UNIVERSITY OF NAIROBI 

ii 



DEDICATION 

To my late dad John Owuor and mum Momca Owuor for teach1ng me the 
value of bemg confident yet humble and for sacnfic1ally seemg me through 
school. 

To my w1fe Victona and our lovely k1ds for be1ng such an inspiration and JOY in 
my life 

iii 



ACKNOWLEDGEMENT 

I w1sh to express my gratitude to almighty God for His counsel , prov1s1on, 
protection, guidance and unconditional love. 

My gratitude also goes to my supervisors Prof E Aosa and Mr. J . Maalu for 
nurturing my Interest tn the field of strategic management and 'or the1r 
invaluable gUidance throughout the study. 

To the respondents without whom this study would not have been possible 

Finally my grat.Jtude goes to fellow MBA students especially Victona. Maunce 
and Dav1d for bemg excellent study partners and making the entire study so 
enJoyable. 

iv 



TABLE OF CONTENTS 

CHAPTER ONE: INTRODUCTION ......................................................................... ! 
1.1 BACKGROUND ....•....•. ••..•....•........................................................................... I 
1.1.1 STRATEGIC MOTIVATION FOR JOINT VENTURES ..••••.••...•.••••....•...•.•.......... 4 
1.1.2 JO.N'T VENTURE CHALLENGES ••............. .......•......•...•••.•....•....................... 6 
1.1. 3 ADDRESSING JOINT VENTURE CHALLENGES •..•.............••.•..............•........ 8 
1.1.4 P ETROLEUM INDUSTRY IN KENYA .........................•.... ...•.•...••........•......... II 
1.1 5 OIL TERMINAL JOINT VENTURES IN KENYA ............................................. 13 
1 2 STATEMENT OF R ESEARCH PROBLEM ........................................................ 14 
1.3 R ESEARCH 0BJECTIVES .............................................................................. I6 
1.4 IMPORTANCE OF THE R ESEARCH ................................................................ 16 
1 5 SCOPE OF THE STUOY ................................................................................. 16 

CHAPTER TWO: LITERATURE REVIEW .................. ......................................... !? 
2.1 THEORIES OF INTER- ORGANIZATIONAL CO-OPERATION ............................ 17 
2.2 T HE CONCEPT OF JOINT VENTURES .......................................................... 23 
2.3 FACTORS AFFECTING JOINT VENTURES FORMATION RATE .......................... :!3 
2. 4 PERFORMANCE OF J OINT VENTURES .......................................................... 26 

CHAPTER THREE: RESEARCH METHODOLOGY .......................................... 31 
3 1 RESEARCH 0 ESIGN ...................................................................................... 31 
3.2 0ATA C OLLECTION ....................................................................................... 31 
33 DATA ANALYSIS ........................................................................................... 33 

CHAPTER FOUR: RESEARCH FINDINGS AND DISCUSSIONS .................. 34 
4.1 INTRODUCTION ............................................................................................. 34 
4 2 P ROPLE OF THE OIL T ERMINAL JOINT VENTURES ...................................... 34 
4 3 OIL TERMINAL JOINT VENTURE CHALLENGES ........................................... 36 
4 4 APPROACHES USED TO ADDRESS OIL TERMINAL JOINT VENTURE 
CHALLENGES ............................................................................................................ 4 3 

CHAPTER FIVE: SUMMARY, CONCLUSION & RECOMMENDATION ........ -'? 
51 S UMMARY ..................................................................................................... 47 
52 C ONCLUSION ................................................................................................ -19 
5 3 LIMITATIONS OF THE S TUDY ........................................................................ 49 
5.4 R ECOMMENDATIONS FOR FURTHER RESEARCH ......................................... 50 

REFERENCES .......................................................................................................... Sl 
APPENDIX 1: LEITER OF INTRODUCTION , .................................................... 57 
APPENDIX 2: QUESTIONNAIRE FOR JV STEERING TEAM MEMBER ..... 58 
APPENDIX 3: INTERVIEW GUIDE FOR JV TERMINAL MANAGEMENT .... 63 

\ 



CHAPTER ONE: INTRODUCTION 

1.1 Background 

Alliances are Inter-organizational cooperative structures formed to achreve 

strategrc objectives of the partnenng firms lnter-organrzational alliances 

between firms are of major importance for firms' competitive advantages 

across a large number of industnes (Harngan, 1985) They are relatrvely 

endunng tnter-firm cooperative arrangements. involvrng flows and linkages 

that use resources and/or governance structures from autonomous 

organrzatrons. for the joint accomplishment of indivrdual goals linked to the 

corporate missron of each sponsonng firm (Parkhe, 1993). Alliances span a 

vanety of structures along a contrnuum. they could be structured as drstrnct 

corporate entltres or as rnter-organrzatronal entrties. encompassrng all of the 

functional areas or JUSt a srngle function Typology of strategrc alliances rs 

proposed by Yoshmo and Rangan (1995), accordrng to the charactenstics 

whether rnter-firm links are equrty arrangements or contractual agreements 

whether the contracts are traditional or nontraditronal, whether the equity rs 

newly created or transferred between firms, and so on. From therr proposed 

typology vanous forms of strategic alliances are listed including but not 

limrted to Consortra, Franchrsrng, Lrcensing and Jornt ventures 

Consortia involve two or more organizations, both public and pnvate. Their 

obJective rs a parttcular rnitiative or a partrcular project. The most signrficant 

examples of Consortra are in construction or large infrastructure, like the 

Channel Tunnel, or aerospace construction, like the European Airbus 

consortrum. Franchrsmg is an agreement rn which a company (franchrser) 



allows another {franchisee) the nght to sell its products or serv1ces. An 

exclusive franchise is when the agreement 1s made with a single company; a 

non-exclusive franchise when it is made with a number of compan1es A 

franchising contract is set for a specific penod of time. The franchisee pays a 

royalty to the franchiser for the buymg nghts. The most notable examples are 

Coca Cola and McDonald's. In these cases. the franchisee carnes out a 

spec1fic activity such as production. distribution or sales. while the franchiser 

is responsible for the brand, marketing. and often the training In the fast food 

sector. and m cloth1ng distribution, franchises are qUite common Burger Kmg, 

Kentucky Fried Chicken Licensing is an agreement 1n wh1ch a company 

allows another (exclusive licensing) or multiple others (non-exclusive 

11censmg) the right to use 1ts technology d1stnbut1on network or to 

manufacture its products Licensmg 1s based on a contract, generally 

stipulated for a specific penod of time, m which the licensee pays a fixed 

amount and/or a royalty or fee for the nghts that are ceded to 1t. For an 

mnovative company with limited resources. hcens1ng offers the poss1b1hty of 

presence 1n multiple markets and recuperatmg mvestment cap1tal qu1ckly The 

nsk is that the company, ced1ng its own know-how to current or potential 

competitors (for a long penod), therefore loses control over its core 

technology 

Jo1nt ventures are certainly one of the older modes of inter-firm partnenng. 

Jo1nt ventures have become well known dunng the past decades (Hladik, 

1985). Jomt ventures involve creating a new ent1ty in which anginal partners 

take active roles in designing strategy, defining agendas for work and in 
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decision-making. There are two kinds of joint ventures: specialization ventures 

and shared valued-add1ng ventures (Harrigan, 1985). Specialization ventures 

are those to which each partner brings and contributes a d1sbnctive 

competency in a particular value-adding activity (e g . one produces, the other 

markets). These ventures are generally organized around functions 

(marketing, manufactunng. etc.}. These are s1m1lar to value-cha1n 

partnerships 1 Kanter. 1994 ). In these partnerships, organizations 1n different 

1ndustnes or sectors with different but complementary sk11ls link their 

capabilities to create value for ult1mate users (e.g., supplier-customer 

relat1onsh1ps) Kanter (1994) expla1ns that commitment tends to be high in 

these relationships In the shared value-adding ventures, partners participate 

and share in the value-adding activities together (e.g.. both design and 

produce jomtly) These ventures tend to be organtzed around products or 

lines of busmess 

Dunng the past decades. empincal evidence Indicates that JOint ventures have 

grown extens1vely m response to mdustry deregulation, globalization. 

technology changes and an mcreas1ng emphasis on product mnovation 

Harngan, 1985) Since dependence on j01nt ventures has grown s1gntficantly 

1n recent years. partnership formation with external part1es for vanety of 

reasons has become a central strateg1c act1v1ty for many firms across multiple 

industries (Gulatl, 1998) Bamford et al (2004) observed that More than five 

thousand joint ventures, and many more contractual alliances, had been 

launched worldwide smce 1999. They further note that the largest 100 JOint 

ventures currently represent more than $350 b1lhon in combined annual 
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revenues. Kenyan compames have not been left behind in terms of embracing 

joint ventures. Many companies consider getting into joint ventures-both 

equ1ty joint ventures (where the partners contribute resources to create a new 

company) and contractual alliances (where the partners collaborate w1thout 

creating a new company)-as a way of tncreasing the1r competitive 

advantage. 

1.1.1 Strategic motivation for Joint Ventures 

Within the group of studies that focuses on strateg1c motivations of jotnt 

ventures, several authors have developed taxonom1es of the motives for the 

format1on of JOint ventures (Kogut. 1998). In this research paper five groups of 

mot1vat1ons are outlined The groups mclude mandated formation. cost 

mtn1m1zat1on. access to resources, learning and strategic positioning. 

Mandated formation refers to jomt ventures that are formed to conform to 

legal or regulatory requirements Often. organizations are forced to enter mto 

joint ventures because of legal requirements. lntemabonal JOint ventures 

m1ght serve as an example. Many international JOint ventures have resulted 

from host country restnctions to foreign ownership. For 1nstance, many 

developmg countries ins1st that access to the local market can only occur tn 

co-operation with a local partner (Beamish, 1988) In Cost arguments the 

motivation for entenng a JOint venture is cost savings from the joint venture. 

Particularly for bas1c research, it has been argued that the increasing cost of 

innovat1on m1ght be an 1mportant motivation for firms to enter into joint 

ventures. 
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Access to resources is another reason to enter into JOint ventures. Eisenhardt 

and Schoonhoven ( 1996) argue that firms enter 1nto JOint ventures for two 

reasons. First, firms enter into joint ventures if they are in a vulnerable 

strategtc position and need resources from the joint venture. Second, firms 

enter into joint ventures to capttahze on their assets. In the resource-based 

v1ew of strateg1c management. the fundamental argument for JOint venture 

formation is that firms try to create and appropriate value in 1nter-firm 

relationships by leveraging superior resources they posses with 

complementary resources (Stein, 1997). Deeds and Hill (1996) argue that 

joint ventures give fast access to complementary assets than building these 

assets internally. Butlding assets tnternally is often too t1me-consuming and 

m1ght forestall timtng based advantages. Saptenza et al. (1997) argue that 

motivation of a firm to leverage the1r internal resource pool in external 

relationships will be a function of the characteristics of the internal resources. 

Specifically, they argue that the more imitable the core resources of the firm 

are the lower 1ts motivation to enter mto JOint ventures. 

Learn1ng can be a mot1vation to enter mto JOint ventures (Mowery, Oxley, & 

Silverman, 1996). Kogut {1998) argues that JOint ventures are formed because 

they m1ght help transfer of tac1t knowledge that is not easily transferred in 

arms-length relationships. Jomt ventures might enable th1s context transfer 

better than market transactions Strateg1c pos1tionmg can be among the 

mottves to enter 1nto joint ventures (Kogut, 1998). In a study of entry into new 

technical sub fields of an industry, Mitchell and Singh (1992} find that pre­

entry jomt ventures are used. They argue that firms use these joint ventures to 
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realize part of the value of specialized assets and to gam information about 

the emerging market. They further argue that joint ventures are an Important 

means to test technology and market dynamics of an emerging industry sub 

field. Positioning strategies might play a role for joint ventures. Burgers, Hill 

and Kim (1993) argue that joint ventures might be a means to reduce 

competitive uncertainty and competttive pressure. A number of JOint ventures 

are tntended to deter entry or to erode competitor's pos1ttons (Kogut. 1998) 

1.1.2 Joint Venture Challenges 

Several authors have identified potential problems and challenges that m1ght 

lead to failure in joint ventures. Bamford et al (2004) have highlighted vanous 

reasons for jotnt venture failure tncluding: wrong strategtes. mtstrust, 

incompatible partners, ineqUitable or unrealistic deals, weak management, 

inadequate launch planning and executton among others Harngan (1985) 

pomts out that many joint venture fatlures can be attnbuted to compatib:Jity 

problems between the ftrms These mtght mclude partners of unequal s1ze, 

joint venture experience, or managenal style. Other incompattbtlittes include 

staffing errors and the lack of participatory management 

Spranger ( 1991) argues that most JOint ventures are doomed to failure from 

their inception due to msuffictent plannmg, inadequate capitalizatton. lack of 

leadership, lack of commitment and cultural and ideologtcal differences One 

of the most prevalent reasons for failed joint ventures is a lack of suffictent 

planning. Jomt venture plans consistmg of nothtng more than a statement of 

each party's intended contributions to the JOint venture and their respective 
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share of the profits seldom work. The parties have nothing to shape their 

exoectat1ons or to govern their disputes. The second reason for failed JOint 

ventures inadequate capitalization. Joint ventures are typically allocated a 

fixed amount of capital. based on the est1mated funds necessary to 

accomplish the joint venture's stated goals. Unfortunately. thmgs always cost 

more than expected, and when the money runs out, the fighting begins 

Therefore, 1t is critical that any plan provide not just for the current capttal 

requirements of the venture, but for future or excess requirements These 

rssues are much easier to resolve at the JOint venture's inceptron, when 

everyone is still fnendly and exerted about the proJect 

Spranger (1991) further argues that every project needs a leader Too often. 

JOint venture partners insrst on sharing the leadership role. When the part1es 

disagree. a stalemate ensues. The part1es should agree from the beginning 

who will have day-to-day operational control of the project (or different parts of 

the pro1ect). Agreement should only be requrred in cases of fundamental 

decisions-for example, a sale or other dispos1t1on of the jomt venture or 1ts 

assets, the incurrence of debt. or the admisston of a new partner. Even m 

those situat1ons. the governmg document should provide for a method of 

dispute resolution in the event of a stalemate (a suggested provision m1ght be 

one which forces one party-usually the one w1th the higher offer-to sell 1ts 

interest to the other) 

Many companies enter 1nto JOint ventures looking for a quick profit. When that 

profit is not realized, or is not realized as quickly as expected, they lose 
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rnterest. Having a comprehensive plan of JOint venture, with well-defined 

goals, duties and responsrbrlitres, as well as a timeline and system for 

measunng success, is critical to keeping both srdes rn the game. A JOtnt 

venture represents the merger of two or more companies. much ltke an 

acqursrtion. Therefore. in evaluating JOint venture partners, companres should 

perform the same compatibility and rntegration analysis they would do on an 

acqursrtton target, including a thorough evaluation of corporate culture, 

management style, personnel, employee benefits and IT systems (Spranger, 

1991) Opposrtes may attract. but unless they find a way to blend their 

differences. therr JOint ventures are hkely to be unstable. Jornt ventures 

present exerting opportunttres for companies to expand their business 

horizons The compantes that successfully capitalize on these opportunities 

are those who approach jornt ventures with proper plannrng and commrtment 

1.1.3 Addressing Joint Venture Challenges 

Joint ventures create a new form of accountabrlity between their members 

whrch rests pnmanly on trust. Where there rs mrstrust or hostility between 

some or all of the partners, then the effectrve operation of therr partnershrp 

may be drffrcult to achieve (Bennett et al . 2004) When disagreements anse, 

they need to be resolved as qurckly as possrble Trafford and Proctor (2006) 

argue that addressing joint venture challenges can be vrewed around five 

main themes includrng Communrcatron, openness. plannrng, ethos and 

direction. 
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An awareness of communication processes 1s essential w1th1n jo1nt ventures 1f 

maximum efforts are to be coordinated and directed towards the success of 

the jomt venture (Mohr and Nevin, 1990) Jobber (1995) suggests that 1ntemal 

marketing 1s an Important implementation tool It aids communication by 

tnforming and mvolving all staff in new imtiat1ves and strateg1es. Accordmg to 

Kanter (1999). effective JOint venture requires connections at three levels 

across collaborating organizations. represented by continuing contact among· 

top management to develop broad goals and monitor progress; middle 

managers to develop plans for JOint activities; and operational personnel who 

carry out the day-to-day work of the joint venture. Openness 1s cons1dered a 

prerequ1s1te for JOtnt venture success and lack of trust 1s a maJor reason for 

joint venture failures (Peng and Shenkar 2002). The implication IS that there 

is a need to appreciate that trust and control are inextricably mterlinked with 

risk in jo1nt ventures Partner firms need to manage th1s nsk adequately by 

understanding the conJOint roles of trust and control The estabh5hment of a 

new relationship between members of the organization at all levels - a 

relat1onsh1p based on trust - is an 1ssue that IS important to addressmg jo1nt 

venture challenges (Handy, 1995) 

Accordmg to Gomes-Casseres (2000). strategic plannmg process when 

managed well, can create tremendous value. At the wrong time and when 

managed poorly. they can be costly distractions. Parkhe (1993) and Kogut 

(1998) observe that often the good intentions and rat1onal motives behmd 

these joint ventures are not congruent with the strategic direction of either firm 

on its own, let alone the strateg1c direction of both in unison. Planning enables 
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co-ord1nat1on among the partners to facilitate pnonty setting and enhance 

fleXIbility 

Ethos is the characteristic spint or attitudes of people (Webster, 1992). It 

comes very much to the fore in JOtnt ventures when the co-operating firms 

contmue to be mdependent organizations and a new situation appears in 

wh1ch an 1nteract1on is established between two firms with different 

organizational cultures. Th1s usually implies different leadership styles and 

different objectives, which may lead to lack of trust between the parties and to 

conflicts that may arise when the time comes to make decisions (Buono 

1991) Buono (1991) argues that deliberate efforts must be made to avoid a 

feeling of ··lack of ident1ty" amongst staff workmg for the JOint venture 

company. Indeed, the 1dentity of the JOint venture should allow members to 

speak about themselves as an organization not only to themselves but also to 

others. 

Accord1ng to Hoffmann and Schlosser (2001 ) and lnkpen and Roos (2001 ), 

the part1c1pat1on of sentor managers should go beyond the formulation of a 

strategy based on JOint ventures. These managers should personally take part 

in the co-operative management process and show their comm1tment and 

enthusiasm both to and in the operat1on of the JOint venture Strateg1c 

leadership refers to the ability to articulate a strateg1c v1sion for the 

orgamzation. or a part of 1t. and to motivate others to buy into that v1s1on (Hill 

and Jones, 2001 ). Jomt venture partners must work extremely hard at 

understanding each other, developing common objectives, and being truly 
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committed to achtevtng a mutually destred and acceptable outcome. 

Otherwise. the relationship will never truly succeed. The key to maktng joint 

ventures work compnses common sense, trust, open communication, the nght 

environment, and a good plan and strong leadership 

1.1.4 Petroleum Industry In Kenya 

Kenya is a net tmporter of petroleum products used widely in the productive 

sectors of the economy. Figure 1 below shows a broad act1v1ty perspective, 1n 

whtch the petroleum industry 1n Kenya generally conststs of upstream and 

downstream segments (NJoroge. 2007). 

Figure 1: Activity Outline of the Kenyan Petroleum Industry 
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The upstream segment mvolves the exploration and product1on of oil It ends 

at the p01nt where the crude product 1s delivered to an export terminal m the 

country of production The downstream segment begins at the loading port 

and ends at the po1nt where the consumer purchases petroleum products at 

the reta1l outlet. It includes shippmg, refinmg, pipeline transport, and reta1l 

stations Multinational oil compames currently dom1nate 011 marketmg 1n 

Kenya and these include: Kenya Shell. Kenoi/Kob1l. Caltex 011, Total and 

Mobil Oil (Renamed Tamoil). There are other smaller oil companies operating 

1n Kenya, such as National 011 Corporation of Kenya (NOCK) Engen. Oalblt, 

Gapco Galana, Tnton, Petro Oil , Foss1l, 01lcom, Hash1 Empex Hass Global, 

Addax. Bakri. MGS. Metro, Somken. Gulf Oil and others. There is also a 

network of independent service station dealers that operate under the 

umbrella of the Independent Petroleum Dealers of Kenya 

Petroleum products consumed in Kenya are Imported either as crude oil or as 

refined products. From January 1, 2004, the government Introduced a process 

in wh1ch all the crude oil IS Imported through an Open Tender System (OTS) 

coordinated by the M1mstry of Energy on behalf of all the companies licensed 

to import petroleum products. The crude is refined at Kenya Petroleum 

Refinenes L1m1ted (KPRL) to meet 70% of the country's requtrements The 

balance 30% of the demand IS met by Importation of refined products Of this 

quantity of refined products, 70% is imported through a product tender 

system, also coordinated by the Ministry of Energy, while the oil companies 

can import the rematning requirement on their own. At the time of deregulation 

of the petroleum, industry in October 1994 KPRL was accorded protectton 
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from refined product imports through 1mpos1tion of a mandatory mm1mum 

base load process1ng of 1 6 million tones per year. Th1s quantity is shared 

among all the licensed Importers in proportion to the1r market shares. At that 

time, this crude quant1ty was enough to meet 85% of the country's 

requ1rement of LPG. In addition, suspended duty was introduced on imported 

products as further protection to KPRL (Njoroge. 2007) 

1.1 .5 Oil Terminal Joint Ventures in Kenya 

An oil terminal 1s a fac1lity used for the purpose of rece1vmg, stonng and 

handling petroleum products. Petroleum products Imported as crude 011 are 

refined at KPRL and thereafter pumped via pipeline to the oil terminals. 

Petroleum products Imported as refined products are e1ther discharged from 

011 tankers (sh1ps) berthed at the port of Mombasa d1rect1y mto the oil 

terminals or into Kenya Oil Storage Facility (KOSF). From KOSF tanks. the 

refined petroleum products are pumped via p1peline (operated by Kenya 

Pipeline Company, KPC) to 011 termmals located upcountry or 1n Mombasa 

011 terminals are equipped with loading fac1htles used for load1ng trucks for 

onward deliver/ to retail stations and to commercial customers. 

In Nairobi and Mombasa the major compantes own most of the oil termmals 

and they g1ve throughput hospitality to the Independents In Nairobi. the 

Government has constructed a common user oil terminal, which is managed 

by the National 011 Corporation of Kenya (NOCK). In Nakuru, Kisumu and 

Eldoret all loading facilities are owned and operated by the Kenya Pipeline 

Company (KPC) 
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There are two oil terminal joint ventures in Kenya (Njoroge, 2007). These 

include one between Caltex, Total and Kenoi/Kobil With operations Nairobi 

and Mombasa, while the second one is between Kenya Shell ltd & Mob1l Oil 

Kenya (renamed Tamoil Kenya ltd on 91
h October 2006 when Tamo1l Afnca 

Holdings acqUired Mobil 011 Kenya from ExxonMobil). The 011 terminal jo1nt 

ventures entail joint operation of the terminals in order to achieve efficiencies 

in the receipt, joint storage and handling operat1ons of product of the partners 

at the term1nals. Management of the oil terminal joint ventures is on rotational 

basis where one of the parties becomes the managmg partner of the joint 

venture 011 term1nal for a spec1fied penod 

1.2 Statement of Research Problem 

There has been extensive growth of joint ventures dunng the past two 

decades in response to 1ndustry deregulation. globalization, te~hnology 

changes and an increasmg emphasis on product Innovation (Harngan, 1985). 

Bamford et a/ (2004) observed that More than five thousand JOint ventures. 

and many more contractual alliances. had been launched worldwide s1nce 

1999 Smce dependence on JOint ventures has grown Significantly in recent 

years. partnership format1on With external part1es for vanety of reasons nas 

become a central strateg1c act1v1ty for many firms across multiple industnes 

(Badaracco. 1991, Gulati. 1998). These firms must however overcome the 

many challenges inherent in implementing JOint ventures and alliances. 

Bamford et a/ (2004) assessed the performance of 49 joint ventures and 

alliances in 1991 and found that only 51% were ·successtut•-that IS, each 
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partner had ach1eved returns greater than the cost of capttal. A decade later, 

1n 2001, they assessed the outcomes of more than 2,000 alliance 

announcements-and the success rate still hovered at just 53%. 

Several authors have 1denbfied potential problems and challenges that might 

lead to failure 1n joint ventures. Bamford et at (2004) have htghlighted vanous 

reasons for joint venture failure including wrong strategies, m1strust. 

incompatible partners. mequttable or unreahst1c deals. weak management, 

inadequate launch olann1ng and execution among others Harrigan (1985) 

po1nts out that many JOint venture fa1lures can be attnbuted to compattb1hty 

problems between the firms. These m1ght mclude partners of unequal s1ze, 

JOint venture experience or managenal style Other 1ncompatibihties include 

staffing errors and the lack of participatory management Spranger (1991) 

argues that most joint ventures are doomed to failure from their inceptton due 

to tnsuffictent planntng, tnadequate capttalizabon. lack of leadershtp lack of 

commitment and cultural and ideologtcal differences. 

Th1s study sought to determine what challenges are faced by 011 termmal JOint 

ventures in Kenya and to establish approaches employed to overcome the 

challenges. Otl term1nal JOint ventures 1n Kenya has been selected given the 

h1gh significance of developments in the otl sector and their impact on the 

overall economy. 
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1.3 Research Objectives 

(i) To determme what challenges are faced by oil terminal joint ventures in 

Kenya 

(ii) To establish approaches employed to overcome the oil terminal JOtnt 

venture challenges 

1.4 Importance of the Research 

Understanding the challenges faced by oil terminal joint ventures in Kenya is 

relevant to tndustry 1n general and to 011 sector practitioners in particular as it 

prov1des local framework to evaluate future negotiations launch planning and 

execution of joint ventures in the industry. 

The study is important to scholars and pract1t1oners in Strategy as tt 

contributes to the body of knowledge on JOint ventures management. It is 

hoped 1t wtll be used as a reference and will sttmulate further research. 

The study is also Important to policy makers and the general public g1ven the 

h1gh signtficance of developments in the 011 sector and their impact on the 

overall economy. 

1.5 Scope of the Study 

Thts study sought to determine the challenges faced by otl term1nal JOint 

ventures in Kenya and to establish approaches employed to overcome them 
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CHAPTER TWO: LITERATURE REVIEW 

2.1 Theories of Inter- organizational Co-operation 

Firms enter into joint ventures for various reasons. Although there are several 

econom1c theones to explain inter-firm cooperation, such as agency theory, 

relational contracting theory. political economy theory, etc .. current theories 

prov1de at least two ma1n explanations for alliances. the resource-based 

theory and the transact1on-cost theory (Hoffmann and Schlosser, 2001 ). 

However in this literature rev1ew. four theones have been identified to offer a 

systematic overview of the mam theones that contribute to our understanding 

of the subject. The four theones include strateg1c management theory, 

resource based theory, transaction cost theory and network theory. Each of 

these theories explains the motive. orgamzat1on and form of the inter­

organizational relationship dtfferently. 

Strateg1c management theory emphasizes that firms enter into co-operat1ve 

relations 1n order to ach1eve expans1on and growth as well as to secure 

effic1enc1es of the ktnd identified by transaction cost economics. The 

conceptual frame of reference of strateg1c management theory cons1sts of a 

large and growing body of contributions from industrial economists (Porter, 

1990}, organizational theorists (Mintzberg, 1987} and management theonsts 

(Ansoff, 1965} Hymer (1972} was one of the firsts to apply market power 

theory to the study of co-operative strategy that distinguishes offensive from 

defens1ve coalitions. Offensive coalitions are Intended to develop firm's 

competitive advantages and strengthen the1r pos1t1on by diminishing other 

competitors· market share or by ra1s1ng thetr production and/or d1stnbut1ons 
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costs. Defens1ve coalitions mainly focus on rais1ng the entry bamers to a 

certam market. Porter and Fuller (1986), in fact. qualified Hymer's argument 

by indicating that offensive coalitions can have a negative effect through 

reducing the competitor's adaptability in the long run Among the factors that 

serve as entry barriers are economies of scale, sw1tch1ng costs, capital 

reqUirements, knowledge and learnmg, propnetary law. product design, brand 

Identity and dense business network relationship with supplier and customers 

(Porter, 1990). Firms that have a weak position in the market m order to 

defend themselves aga~nst dom~nant players may also seek defens1ve 

coalitions. 

Porter (1990) argues that the relative position wh1ch firms occupy within their 

Industry's structure determines the genenc strateg1es, which are the most 

v1able and profitable for them. F1rms choose to enter mto some kmd of co­

operative relationship with other firms to acqUire competencies that the firm 

lacks: learn how to operate in new markets whether domestic or fore1gn, to 

acquire resources, to diversify into new business; to cap1tallze on econom1es 

of scale; or to c1rcumvent trade or fore1gn investment restnct10ns Porter 

(1990) also states a co-operative strategy m1ght offer a mutually 

advantageous opportunity for collaboratmg firms to mod1fy the pos1t1on, wh1ch 

they occupy within the1r industry. In other words, 1t may enable them to 

mcrease the1r market power. 

The transaction-cost theory is another perspective to explain firms' activ1t1es in 

JOint ventures Transaction-cost theory recommends choosmg the 
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organization model that minimizes the sum of fixed and continual transaction 

costs. and firms form jomt ventures if this minimization is achieved through 

them Hennart (1988) shows that the transactton-cost framework can prov1de 

a unify1ng paradigm that accounts for the common element among seemingly 

diss1m1lar JOint ventures and prov1de new 1nsights into their complex 

phenomena Kogut ( 1998) discusses the mottvation of joint ventures from the 

perspective of transaction-cost theory, and explains why this particular mode 

of transaction 1s chosen over such alternatives as acquisition, supply contract, 

licens1ng or spot market purchase. Based on the perspective of transaction­

cost theory, Aubert et al. (1996) tdenttfy a few key attnbutes of transact1on for 

joint ventures. which are the specificities of requtred assets. the level of 

uncertainty, the difficulty of performance assessment. and the frequency of 

transaction. They argue that joint ventures dominates other governance 

mechanism for the transaction with low-frequency low-level of uncertainty 

and high asset spec1fic1ttes, and test these explanattons w1th empincal 

analysts of outsourcing 1n tnformatton system activities. 

More recently. organ1sational theorists like Thorelli ( 1986) and Janllo (1988) 

adopted networks as yet another frame for the analysis of econom1c 

organization Janllo {1988) states that by maintaintng, modifytng and 

transforming multifaceted Inter-organizational relationships, organtzattons can 

construct the1r own environment and markets as they seek allies to whtch they 

can bond for periods of mutual benefit. Networks are seen as arrangements 

between · Markets and Hierarchtes· (Thorelli, 1986). In this view networks are 

considered as the relationships of power and trust through which 
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orgamzat1ons e1ther exchange information and resources (Thorelli, 1986), or 

take advantage of econom1c effic1enc1es (Janllo 1988) In such analysis the 

network has been viewed as an orgamzational actor, implying that strategic 

management of the network yields benefits to be d1stnbuted among the 

network members. Kamann ( 1993) descnbes the essence of networks as 

follows: 

·(1) No actor can fulfill his dreams without the asststance of other actors. thts puts 
htm m paradoxtcal posttion: he either remams independent (and sub optimal) or he 
·ncreases hts dependence rand 1mproves hts performance) (2) Relattons are based 
on mutual trust and are the subject to social cohesion. But can change into 
opportumstic behaviour and betrayal (3) The result of network behav1our ;s a 
synergetic surplus. (4) The nature of a relationship between two actors influences all 
ather relaticr~s m the net\vork (5) Ecch actor tnes to maxtmtsa hts share of the 
synergtstic surplus. (6) Each actor carefully balances dependence and freedom in 
order to 1mprove the perceived opt1mal mtx of effecttveness. effictency, profitability 
and contmwty ' 

The upshot of the above proposition 1s that if a network v1ew is adopted, 

considerable change may be required in the way a firm allocates its 

resources. structures 1ts act1v1ties and relates 1tself to other organizations 

Concernmg the advantages of econom1c networks. the general consensus IS 

that they provide 1nter-firm co-ordination coupled with ftex1b1hty they 

guarantee the effective and reliable exchange of strategic information with the 

network w1th little 1nvestment and resources from each member of the 

network; they mimm1ze the nsks assoc1ated with the development of resource 

intensive technologies and market entry; and they allow for the pooling of 

human resources in h1gh demand, high skill areas (Dunning et al., 1998). 
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2.2 The Concept Of Joint ventures 

Jomt venture involves orgamzattonal arrangements between ftrms Gulati 

(1998) states that from a strategic standpoint some of the key facets of the 

behav1or of f1rms as it relates to joint ventures can be understood by looking at 

the sequence of events 1n JOint ventures. This sequencing mcludes the 

dec1s1on to enter a joint venture, the choice of an appropriate partner, the 

cho1ce of structure for the JOint venture, and the dynamtc evolution of the JOint 

venture as the relationship develops over time Gulati ( 1998) argues that from 

the 1ssues, related to the start and JOint venture building, emerge relevant 

questions Wh1ch firms enter joint ventures and whom they choose as 

partners? What types of contracts do firms use to set up appropnate 

safeguards in the joint venture? How do the JOint venture and the partners 

evolve over t1me? F1rms mfluence the JOint venture format1on as much as the 

joint venture Influences the firms that formed 1t 

2.3 Factors affecting joint ventures formation rate 

Factors that affect JOint ventures format1on rate have been found on industry 

and firm level (Gulatt. 1998) On the industry level of analysis, the degree of 

competition and the development stage of the market and technology are 

discussed. Eisenhardt and Schoonhoven (1996) argue that especially in 

markets with many compet1tors and '" markets that are '" an emergent stage 

firms exhibit a higher propensity to enter into JOint ventures. Burgers, Hill and 

Kim (1993) link JOint venture formatton with environmental uncerta~nty They 

argue that joint ventures are a means to reduce enwonment uncertainty 

They further argue that perce1ved uncertamty should be more important in 
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affecting behavior than a pseudo-obJective measure. To assess perceived 

environment uncertainty they define different sources for uncertainty. The first 

source is general uncertainty about the impact of a future state of the 

environment or environment change on the organization. The second source 

of uncertainty IS the technological environment. The third source of 

uncertainty is growing demands for internationalization. In an empirical 

analys1s, they find that the percept1on of the above three sources of 

uncertainty 1s pos1t1vely related w1th JOint venture use. 

A larger number of factors have been studied on the firm level Among the 

vanables studied 1s size of the firm, age competitive pos1t1on, product 

diversity, financ1al resources. and network embeddedness. The relationship 

between age of the firm and joint venture formation 1s somewhat unclear 

While a negative relat1onsh1p has been hypothesized to the liability of 

newness also arguments for a pos1t1ve relationship exist Young firms might 

show h1gher rates of JOint venture formation. as JOint ventures w1th established 

f1rms m1ght be one means to create legitimacy (Baum & Ohver, 1991 Stuart 

Ha & Hybels, 1999) Firm size has received attention from a large number of 

scholars (Burgers et at. , 1993; Gomes-Casseres, 1997; Shan, 1990) Gomes­

Casseres po1nts out that not so much absolute size is important for the 

partnenng behavior of small firms but rather the relative size in companson 

with d1rect competitors Gomes-Casseres (1997) argues that firms that are 

large compared to their direct competitors and dominate the1r market segment 

have less incent1ve to seek JOint ventures. 
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Eisenhardt and Schoonhoven (1996) argue that firms are more likely to form 
JOint ventures if they are in a vulnerable strategic position. They define 
strateg1c position through the number of competitors, the stage of market 
development, and the strategy of the firm Stuart (1998) argues that 
crowdedness and technological prestige represent one way to define the 
strateg1c pos1t1on of the firm. Firms that compete in crowded technology 
areas that 1s in technology domams wtth many firms workmg on closely 
related or overlapp1ng problems. show a higher propensity to enter mto JOint 
ventures. Also firms that are technologically prestigious. show high joint 
venture format1on rates. 

The strateg1c pos1t1on of a firm can be defmed as well as the resource pos1t1on 
of the f1rm Sapienza et al. (1997) argue that firms that posses resources that 
prov1de competitive advantage are more likely to be able to enter into jomt 
ventures F1rms that possess resources that are rare, valuable, non­
substltuta ble. and not easily imitable (Barney 1991) are more likely to be 
attractive joint venture partners The first three charactenst1cs make the firm 
more valuable for the partner. They also suggest that the firm will be a more 
stable partner The limited 1mitabihty of the resource or capability reduces the 
threat of loosmg the advantage from 1t Shan (1990) argues that firm w1th a 
high degree of product diversity are expected to form more JOint ventures. 
However she fmds no empirical support for the relationship Gulati (1998) 
finds f1rm hqutdlty a significant predictor of JOint venture formation 
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The ex1st1ng network of relat1onsh1ps a firm is embedded tn might affect the 

subsequent JOint venture formation Several important arguments have been 

made 1n this respect Gulati ( 1998) argues that it is the social context formed 

by the existing network of relationship that makes the partner aware of joint 

venture opportunities Social networks provide Information about partners and 

create reputation circuits. The soc1al context might as well influence decision 

maktng on JOint venture formation Gulat1 (1998) argue that for 1nstance the 

soc1al network of board mterlocks can tnfluence the propens1ty to form JOint 

ventures. Walker et al ( 1997) argue that existing relationships constitute 

soc1al capital for the firm. To preserve this cap1tal the f1rm has to continue and 

renew existing relationships. The level of social cap1tal a f1rm has built is 

related with the JOint venture formation and vice versa While the construct of 

social cap1tal1s mult1-d1mens1onal, Burt (1992) develops a somewhat different 

argument based on the structure of the ex1sttng relationships. He argues that 

different network structure prov1de diffenng benefits for the f1rm Pos1tions that 

connect otherw1se not connected networks m1ght be advantageous Thus, 

JOtnt ventures format1on IS related to the ex1sting network structure. 

2.4 Perfonnance Of Joint ventures 

Numerous stud1es have reported dramatically high failure rates of JOint 

ventures, and several pract1t1oners have sought to Identify the mag1cal formula 

for jo1nt venture success (Bieeke and Ernst, 1991 ). This wish list includes: 

flexibility in management of the joint venture. building trust with partners, 

regular information exchange with the partners, constructive management of 

confl1ct. continuity of boundary personnel responsible for the interface 
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between the firm and the JOint venture, managing partner expectations. and so 

on. Brockhoff and Teichert (1995) point out that in joint ventures. performance 

measurement is extremely difficult for several reasons F1rst of all , several 

groups of objectives exist Further. joint ventures can be analyzed on different 

levels of analysis For instance, one can analyze the success, on the proJect, 

on the relationship, or on the firm level. While a relationship m1ght be 

successful 1f analyzed on one level, results m1ght change 1f analyzed on a 

different level. Therefore. objective performance criteria such as the longevity 

of a relationship are too restricted to reflect if a joint venture has achieved 1ts 

a1ms Mitchell and Singh (1996) further support the argument that many 

performance analyses carry Important shortcomings. Often the Influence on 

corporate performance 1s used Th1s m1ght conceal bus1ness un1t level 

influences. If performance IS measured by profitability the results m1ght be 

b1ased because the sample 1s hm1ted to f1rms that surviVed. 

Longevity is one of the performance critena that have dominated early 

research on JOtnt ventures. For mstance, Parkhe (1993) argues that longevity 

1s an indicator of success for many joint ventures Several other stud1es 

(Harngan, 1985) have employed termmat1on of JOint venture as a performance 

cntenon These studies have provided valuable ms1ghts However, several 

authors warn (Gomes-Casseres, 1987. Gulati 1998. Saxton. 1997) not to 

equal joint venture termination with failure. Jomt ventures that have reached 

the1r strategic obJective m1ght be termmated and still be considered a success. 

Often j01nt ventures are entered mto for a limited time penod or for reaching a 

predetermtned obJective Especially m the latter case, termmation might be a 
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s1gn of success rather than failure . In other instances, a joint venture may 

simply be a transitional arrangement that the parents plan to term1nate when 

the1r objectives are met or when they have valuable new Information that 

makes v1able an acquisition or divestiture of that business (Kogut, 1998; 

Bleeke and Ernst. 1991) . In some instances, the transformation of a venture 

may actually tnd1cate successful adaptation to environmental shifts (Gomes­

Casseres, 1987) Also. not all ongomg JOint ventures are necessarily 

successful , and some may be contmumg more out of mertia or the high exit 

costs assoctated With dismantling 1t than because of the inherent success of 

the partnership 

One of the vexat1ous obstacles to studytng performance. and also one of the 

problems w1th the many studtes that have reported high fa1lure rates for JOint 

ventures 1s measunng performance itself (Khanna et a/., 1998) Given the 

multifaceted obJecttves of many JOint ventures, performance can be difficult to 

measure with financial outcomes Furthermore., in most cases, such measures 

s1mply don·t exist. A further complication results from the dyad1c nature of JOII"lt 

ventures Sometimes performance is asymmetric: one firm achieves its 

objectives while the other fails to do so. For tnstance, several cases have 

been reported of JOint ventures. in which one partner had raced to learn the 

other's skills while the other did not have any such mtentions (Hamel, 1993; 

Khanna et a/.. 1998) Despite these measurement obstacles, researchers 

have gone beyond the initial efforts that equated JOtnt venture terrntnatton with 

failure to try to uncover some of the factors associated with the success of 

joint ventures These require detailed surveys or careful fieldwork on JOint 
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ventures that uncovers the multiple facets of jo1nt venture performance and 

cons1ders the perspectives of all the partners in the joint venture. 

In a set of pioneering studies, Harrigan (1985) used both archival and survey 

data to assess factors that m1ght Influence the performance of joint ventures, 

with performance measured both by the surv1val of the JOint venture and by 

part1c1pants' assessment of success. More recently, marketing and strategy 

scholars have turned to even more extensive surveys, which have been 

admm1stered to the 1nd1v1dual managers responsible for the jomt venture from 

each partner (Parkhe 1993) Such approaches enable the collection of a host 

of measures subJective and obJective on wh1ch performance can be 

assessed, as well as an exammat1on of dyadic asymmetries in perceptions. 

Desp1te the difficulty to measure performance of JOint ventures, several 

studies have reported rather mixed results of jo1nt venture activity with failure 

rates rangmg from 50-80% (Geringer & Herbert, 1991) In a significant 

number of JOint ventures at least one partner shows d1ssat1sfaction with the 

JOint venture results. Khanna et al (1998) argue, that part of th1s 

d1ssat1sfact1on m1ght be the result of our msuffic1ent understanding of the 

dynam1cs of JOint ventures. Also Borys and Jemison (1989) po1nt out that the 

value creat1on mechanisms are often Ill understood by managers Partner 

reputation (Saxton 1997) multilateral resource contributions from all mvolved 

parties (Hatfield and Pearce, 1997). partner Similarity and related 

d1vers1ficat1on (Harrigan, 1988, Saxton, 1997) result in higher partnership 

benefits On the operational management level, management flexibility, trust 
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between partners. regular mformation updates, constructive feedback 
mechamsms, continuity of personnel at the interface between joint venture 
and firm contribute to joint venture performance (Bieeke and Ernst, 1991 ). 
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CHAPTER THREE: RESEARCH METHODOLOGY 

3.1 Research Design 

The research was conducted through case study of two oil term1nal joint 

ventures 1n Kenya. The two oil terminal JOint ventures Included one between 

Caltex, Total and Kenoi/Kobil with operations 1n Na1rob1 and Mombasa, while 

the second one was between Kenya Shell Ltd & Mobil Oil Kenya (renamed 

Tamoil Kenya Ltd on gth October 2006 when Tamoil Africa Holdmgs acqu1red 

Mobil Otl Kenya from ExxonMob1l) with operations in Na1rob1 A case study 1s 

a comprehensive study of a unit The unit may be a person a group, a soc1al 

institution. a district or a community (Young, 1960) A case study is best 

su1ted for the collection of tnformation for the purpose of obtatntng in-depth 

contextual analysis It is a very powerful form of qualitative analysis and 

Involves a careful and complete observation of a unit. It IS a method of study 

in depth rather that tn breath. This research des1gn has successfully been 

used by similar stud1es (Keske, 2003; MuthUtya. 2004) 

3.2 Data Collection 

Both pnmary resources and secondary resources were used because this is 

an important approach in a case study design, which requires that several 

sources of tnformation be used for verification and comprehensiveness 

Cooper and Schindler, 2003). The primary data used in th1s study came from 

questtonna1res administered to members of JOint venture steertng team and 

term1nal management of the oil terminal joint ventures. These were 

cons1dered key staff Involved tn the performance of the oil term1nal joint 

ventures at d1fferent levels and stages and therefore adequate for purposes of 
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the research objective. Questionnaires cons1sting of open-ended and closed­

ended questions, designed to capture relevant data and tnformation such as 

JOint venture partner selection, objectives, planning, governance & 

1mplementat1on, performance as well as changes, were sent to the 

respondents 1n advance to ass1st them reflect on key 1ssues Two sets of 

questionnaires, one for members of JOint venture steenng team and the 

second one for jo1nt venture terminal management were used as a way of 

ensuring respondents are asked questions within the1r scope and purview. 

In order to reduce the reliance on respondents and mitigate the risk of non­

response, secondary sources were also employed Secondary data from 

website, published art1cles 1n pnnt med1a and company reports were used 

Ustng secondary resource has both advantages and disadvantages One of 

the biggest advantages of secondary resource is availability. For example 

when we wanted to get more details about the background of the mvestlgated 

companies, we obtained the valuable tnformat1on from the compames' 

webs1te qu1ckly and eas1ly. There are two po1nts commonly debated 

concerning the deficiency of the secondary resource: one IS if the data 1s 

credible and another 1s if the data is outdated In order to tncrease the 

reliability of the secondary resource in th1s study, we used those secondary 

data, which came from authonzed departments as much as we could, for 

example, the webs1tes of compames themselves and authonzed annual 

reports. 
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3.3 Data Analysis 

The data collected was qualitative in nature and the responses provided by 
respondents were analysed ustng content analysis to tdentlfy the key themes. 
Content analysis is a systemattc qualitative descnption of the composition of 
the objects or materials of study It tnvolves observatton and detailed 
descnption of objects, items or things that comprise the study (Mugenda. 
1999) Content analysts has involved the analysis of meanings and 
tmpltcations emanating from respondents information coupled with 
documented data regardtng JOtnt ventures so that conclustons drawn can be 

documented in line wtth research objecttves The data was compared with 

theoritical approaches cited in literature revtew 
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CHAPTER FOUR: RESEARCH FINDINGS AND DISCUSSIONS 

4.1 Introduction 

Th1s study had two objectives The first one was to determine what challenges 

are faced by 011 terminal jo1nt ventures tn Kenya, and second was to establish 

approaches employed to overcome the oil term1nal jOint venture challenges 

Th1s chapter presents the find1ngs of the study w1th regards to these 

obJectives. 

4.2 Profile of the Oil Terminal Joint Ventures 

Research findings indicate the need to enter 1nto ott termtnal JOtnt ventures 

was mainly mot1vated by the need by the partner companies to lower 

operational costs through opttm1zed utihzat1on of the termtnals. Th1s was 

further reinforced by the fact that capital Investment tn 011 terminals as well as 

the cost of maintenance IS very h1gh hence the need to pool resources. 

Multinational oil companies have been fac1ng a long runmng public perception 

1n the country that they operate as cartels and rake in millions of dollars in 

profits at the expense of public tnterest. Faced w1th th1s dilemma, and tn v1ew 

of tncreastng costs and competition as a result of liberalization of the sector tn 

1994 the oil compan1es must contmually re-took at their bustness models with 

a vtew to betng more effictent and hence ma1ntatn compet1t1ve advantage. 

From January 1, 2004, the government Introduced a process tn which all the 

crude oil IS Imported through an Open Tender System (OTS) coordinated by 

the Mtnistry of Energy on behalf of all the companies licensed to 1mport 

petroleum products. This 1mp1tes oil companies obtatn bulk of their 1mports at 

more or less the same cost and therefore opportunity to gam competitive 
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advantage through low costs is generally limited to product storage and 

distribution activities. 

Oil terminal jo1nt venture between Caltex. Total and Kenoi/Kob1l dates back to 

1973 when Caltex Total and Mobil entered mto an agreement to operate JOint 

oil terminal in Na1robi This followed d1recttve by the government that required 

all oil terminals most of which were Within two kilometers from city center, to 

be relocated further away 1nto industnal area for safety and planning reasons 

Instead of each constructing separate depot Caltex Total and Mobil opted to 

construct a joint terminal as a way of m1bgating the prohibitive costs 

assoc1ated w1th rebuilding new oil term1nals at the new designated locatton 

Kobil replaced Mobil as a partner in the jo1nt venture in 1984 when it acqu1red 

Mobil Interests following exit of the later from Kenya (NIB: Mobil Ot Kenya Ltd 

later re entered Kenya in 1996 when 1t acqu1red Esso Kenya's mterests in the 

country) Kobll subsequently entered mto a JOint operattons and management 

agreement w1th Kenol 1n 1986 and became known as Kenoi/Kob1l, hence the 

oil termtnal JOint venture membership became Caltex. Total and Kenoi/Kobll 

In 2002, the partners extended the scope of thetr agreement to Include 

operatton of jomt termtnal in Mombasa Management of the JOint venture 

termmals 1s rotat1onal and each of the three companies manages for pre­

determmed three-year penod before hand1ng over to another partner Kenya 

Shell ltd & Mobil Oil Kenya (renamed Tamo1l Kenya ltd) on the other hand 

entered into a JOint venture agreement to operate joint oil terminal in Nairobi 

effective 2003 The joint venture enta1led convers1on of Kenya Shell's Nairobi 

termmal to JOint venture termtnal and closure the adJacent Mobil s term1nal. 
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The JOint venture was planned to last twenty years and Mobil was to manage 

1t for the ent1re penod However both parties mutually terminated the JOint 

venture 1n August 2007 follow1ng acqu1sitton of Mob1l 011 Kenya Ltd from 

Exxon Mobil by Tamoil Africa Hold1ngs of L1bya 1n 2006. 

The oil terminal JOtnt ventures, whose scope enta11 jo1nt operat1on of the 

terrmnals 1n order to ach1eve efficiencies 1n the rece1pt, joint storage and 

handling operations of product of the partners at the terminals, are governed 

by an agreement that was s1gned pnor to commencement of the partnerships. 

Based on the agreements, steenng committee was established to exercise 

overall management, superv1s1on and control of the joint terminal 

management The terminal management is responsible to the steering 

committee for the day-to-day management and running of the joint terminals. 

Parent company pays salary to terminal employees directly then they later 

debit the jomt venture partners at spec1f1ed periods in hne with pre-agreed 

cnteria and proportions. 

4.3 Oil Terminal Joint Venture Challenges 

Respondents 1nd1cated key cons1derat1ons in partner se1ect1on included HSE 

(health safety and environment) standards corporate culture, partner size, 

operattonal execellence staff skills among others. This critena Interestingly 

presented the tnlttal challenge that confro1ted the oil terminal joint venture 

partners as they embarked on performing compatibility and 1ntegratton 

analysts mclud1ng evaluat1on of corporate culture, management style, 

personnel, employee benefits and IT systems. The partners generally 
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represented well-known and strong brands on the international scene and 

cooperated locally in various areas including collective bargaining agreement 

negotiations with industry workers umon However, substantial critical 

1nformat1on such as financ1als and strateg1es was not quickly unavailable to 

the deal makers. partly because of regulatory constraints on sharing 

Information before a deal is actually consummated and the need for each 

partner to protect its strategically cnt1callnformat1on s1nce the ant1c1pated JOint 

venture was go1ng to be llm1ted in scope to term1nal operations only. Th1s was 

further compounded by the in1tial absence of a clear dec1s1on hierarchy for the 

JOint ventures hence the need for continuous and w1de consultations at global 

level for key approvals. 

Research findtngs further reveal that another challenge that confronted the orl 

term1nal JOint venture partners was the tight timetable for the JOint venture 

Implementation One of the respondents indicated that having a 

comprehensive plan of joint venture, w1th well-deftned goals, duties and 

responsibilities as well as a ttmellne and system for measuring success. 1s 

crit1cal to keepmg the JOint venture effectively functional Such deta1led 

planmng requ1res suffic1ent time to conduct due d11tgence address legal as 

well as regulatory requirements. 1n add1t1on to workmg out financial as well as 

human resources needs However. for example the proJect teams responsible 

for actualizing the joint venture between Shell and Mobil had only three 

months and had to work under very tight deadlines tn order to get the jomt 

ventures runn1ng This was partly due to the fact the joint venture partners are 

multinationals and maJor dec1s1ons concermng the joint ventures. includrng 
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1mplementat1on t1mehnes, were agreed at regional or global level and local 

JOint venture teams were subsequently expected to deliver within these 

ttmelines Additionally, various key stakeholders, including executives of each 

part1c1patmg company, lawyers and advisors, had a say 1n the outcome during 

the pre-deal phase With so many people in the picture, arriving at consensus 

speedily was a challenge and this therefore meant the jomt venture project 

teams had very limited time to iron out unforeseen and often tedious details 

that were encountered at country level 

Generatmg trust among jomt venture partners was also c1ted as another 

sigmf1cant challenge especially during the initial stages of the joint ventures 

Implementation. Trust is cruc1al to overcom1ng competitive rivals m1t1al 

suspicions about poss1ble partner opportumsm, which may prevent effective 

Implementation of the joint venture There was init1al lack of openness and 

trust between staff of the JOint venture partners, especially those staff who 

were not in the JOint venture planmng and Implementation teams. This was 

mamfested through "blame" attitude that seemed to be pervasive in the m1t1al 

stages of the JOint ventures where incumbent terminal managers were 

perce1ved to favor their parent organisations mterms of pnoritising truck 

loadmgs and hence serv1c1ng the1r customer f1rst 

The study Indicates that yet another challenge faced by the oil terminal jo1nt 

ventures was in ensuring that t1mely and consistent mformatJon, which was 

necessary for the accurate understanding of reasons for the jo1nt ventures, 

was available to all staff of the JOint venture partners. Commumcatlon and a 
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level of interpersonal understanding appeared to 
11 occur we among a small 

group of people, mamly jomt venture steenng team and staff who were directly 

1nvolved 1n the implementation of the JOint venture Others outside the 

1mmed1ate circle did not share th1s and hence tended to be overly cntical of 

the JOint venture, driven by the perception the other joint venture partners 

were benefiting more from the partnership Mot1ves were often misunderstood 

and that some staff had a tendency to assume the joint venture partners' 

motives. An awareness of communication processes 1s essential within joint 

ventures if maximum efforts are to be coordinated and directed towards the 

success of the jo1nt venture. It 1s also essential 1n order to foster shared 

purpose and common understanding 

Respondents also 1nd1cated the other challenge faced by the JOint ventures 

was that of capitalization Imbalances in orgamzat1onal power as indicated by 

disparities in the resources contributed and controlled by each partner 

organ1zat1on, can 1mpede trust creat1on due to the partners' unequal 

capacities to fulfill the1r obhgat1ons. To forestall this, the JOint venture partners 

equalized assets at the JOint termmals so that the partners had equal 

ownersh1p; subsequent cap1tal Investments were to be made proportionately. 

The JOint ventures were typ1cally allocated a fixed amount of cap1tal, based on 

the esttmated funds necessary to accomplish the JOint venture's stated goals. 

However, as the 1mplementat1on took off, unforeseen capital expenditure 

requirements came up. For example Kenya Pipeline Company capacity 

limitations resulted in supply constramts across the industry and th1s called for 

investment in at least two extra storage tanks at the joint terminals. 
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Construction of one ten million litres storage tank t 
1 cos s no ess than Ksh forty 

million, the Impact of such unanticipated cap1tal requirements can thus be 

noted as very Significant. Whereas 1t was much easier to resolve budgetary 

1ssues at the jomt venture's 1ncept1on, when everyone was still friendly and 

excited about the project, the additional unforeseen capttal requtrements 

presented significant challenge as the JOint venture partners each had 

different priorities and approval protocols to secure the extra fund1ng. 

Another challenge faced by the jomt ventures was as a result of external and 

market factors 1ncludmg product stock outs due to supply constraints by 

Kenya Ptpeline Company (KPC) and KPRL These factors dtsrupted the 

operational protocol as antiCipated 1n the JOint venture agreements. For 

example in 2006 the JOint ventures experienced on average at least ten stock 

outs per month If the joint termtnal stocked out on petrol and dtesel because 

KPC pumps had broken down. the partners would haggle on whtch product 

Whose rece1pt from KPC they should pnonttze since each partner had different 

pnonty based on their customers requirements. Quite often, under such 

ctrcumstances the good 1ntent1ons and rational mot1ves of the joint terminal 

manager were prone to negative JUdgment from either partner depending on 

whose preferred product had been pnontJzed for rece1pt 

The study also revealed cultural difference was another challenge faced by 

the oil termmal JOint ventures, espectally since co-operating partners 

continued to be independent petroleum marketing organtzattons each with 

different leadership styles and dtfferent objectives. For example whereas the 
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joint venture partners generally shared th 
e same corporate governance 

platform, corporate cultures withm the different partner firm I d 
1 s p ace varymg 

degree of weighting on safety, efficiency, ethics, corporate social 

responsibility, standardization, staff empowerment and reward system among 

others. This therefore meant the joint venture staff who had been seconded 

from different partner firms, if faced With similar scenarios, were mclined to 

make divergent decisions For example, if a staff dnven by very strong culture 

of safety from his parent firm sent away from the JOint depot another partners' 

truck with worn-out tyres, an employee of the partner firm whose truck had 

been k1cked out could potentially mismterpret the act1on as bordenng on 

sabotage especially if corporate culture of his parent f1rm leaned more on 

efficiency as opposed to safety - first policy 

The study Indicates another challenge faced by the 011 termmal JOint ventures 

was the differences in operat1ng procedures and information system and 

processes among the JOint venture partners For example, whereas Shell had 

JD Edwards as 1ts operat1ng transaction system, Mobil had AccPac. This 

meant Shell trucks loading documents at JOint terminal level had to be 

processed more than once, through the different informat1on systems adopted 

by the partners for their transact1on processmg. This resulted m significantly 

low truck turn-around at terminal level (trucks were spendmg on average more 

than two and a half hours as opposed to the des1red one and a half hours to 

enter the termrnal and depart) hence lower operational eff1c1encies. contrary to 

projections rn savings that had been factored-In based on antrc1pated 

efficrency levels. 
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Yet another challenge faced by the joint ventures was the human resources 

planning Inevitably the JOint ventures implementation resulted 
10 

redundancies especially at terminal level The redundancies had to be 

ehm1nated. but whose staff was to go? Paradoxically, the jomt venture 

implementation teams consisted of terminal managers of the partners whose 

jobs were on the hne because 1nev1tably only one term1nal manager was going 

to be retamed once the jo1nt venture took-off. 

Another unique challenge for the joint ventures was aud1t overload especially 

for joint venture terminal management who had to contmually face audit 

teams from the JOint venture partner f1rms Aud1ts have grown beyond simply 

complymg with standards 1t ass1sts firms to manage nsks and forces 

stakeholders to alter behavior in add1t1on to act1ng as a tool of bulldtng trust 

However as one respondent sa1d "the last thing you need is so many of these 

different audits from vanous partners that all you spend your time doing ts 

looking at the results of aud1ts and being aud1ted and never actually domg 

anythrng! And there's a real nsk of that. So it needs to be kept rn proportion·. 

The JOint venture terminal management faced on average al least four audits 

annually. 

Delays 1n 1ntended benefits materialisrng was yet another challenge faced by 

the oil terminal joint ventures. This was partly as a result of external and 

man<et factors rnclud1ng product stock outs. which adversely affected 

projected JOint venture benefits For example. real1zed joint terminal unit costs 
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may have been based on certa1n throughput vol h. h . umes. w 1c ended up be1ng 

lower as a result of product stock outs None of the t ·1 t · 
1 · JOin 01 erm1na s realized 

their proJected sav1ngs in the first year of operations, even though these had 

been expected within SIX months of commencement 

4.4 Approaches used to address oil terminal joint venture challenges 

In this sect1on, we focus on the approaches used to address oil terminal joint 

venture challenges discussed 1n previous section From the perspect1ve of the 

respondents, ident1fymg root causes of the oil term1nal jomt venture 

challenges IS very cruc1al As one of the respondents sa1d "Nothmg sours an 

alliance faster than the notion that one party 1s givmg everything while the 

other 1s getting a free nde Both s1des have to feel as if they're being treated 

fa1rly The relationship must be developed to the po1nt where both parties can 

be honest regularly evaluate progress and offer recommendations for 

Improvement · These comments capture the key issues that the respondents 

opined had to be dealt with and support the study flndtngs on challenges 

faced by the oil term1nal JOint ventures as discussed in previous section. 

Respondents ass1gned more we1ght to factors that contribute to the success 

of jotnt ventures and argued that by deliberately workmg on these, most of the 

oil terrmnal JOint venture challenges would be addressed in the process 

These success factors 1ncludes commitment to the joint venture, 

communication trust, managers work1ng well together, having common goals, 

havmg benefits v1s1ble to those mvolved the financial stability of the firms, 

keepmg egos m check, each partner contributing a significant component to 
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the alliance, a wntten contract respecting the t ·t 
• ern ory of the other partners 

and a penalty for reneging on the agreement 

As discussed in prior section, one of the key challenges that faced the joint 

venture team was severe time constra1nt 1n concluding preparations work for 

Implementation of the JOint ventures Management team responsible for 

actuahzmg the JOint ventures under review had to work under very tight 

deadlines m order to conduct due diligence, address legal as well as 

regulatory requirements, in addition to work1ng out f1nanc1al as well as human 

resources needs to get the jo1nt ventures runnmg However, for example the 

project teams responsible for actualizing the joint venture between Shell and 

Mobil had only three months and had to work under very tight deadlines tn 

order to get the JOint ventures runmng One of the most significant steps in 

address1ng this challenge was setting up of cross-functional teams to manage 

spectfic pre-implementation activities, each team wtth competence to tackle 

ssues at hand better For example team to address terminal operattonal and 

techmcal JOint venture 1ssues constituted staff who had the requisite depot 

management and techntcal competence to be able to identify and address the 

cntical issues. The various teams worked 1n parallel and compared notes 

frequently under the steer of sentor management of the negotiating partners. 

Another s1gmficant approach to addressing the JOint venture issues was 

through Intense but upfront negotiations before the oil terminal JOint ventures 

could take off Ultimately, the parties of the joint venture agreed to a 

comprehensiVe wntten legal agreement that was signed upfront The 
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agreement had provisions for potential conflict areas including: The scope of 

the jomt venture, each party's contributions to the JOint venture, which may 

take the form of money labor, technology and/or expertise: prov1s1ons for 

future contnbutions or other means of meeting the future capital needs of the 

JOint venture (for example. obligations of the part1es with respect to personal 

guarantees on future indebtedness); logistical 1ssues including who will be 

doing what, where; Governance of the jo1nt ve:nture, on both a day-to-day 

level and With respect to fundamental dec1s1ons, Ownership of JOintly 

developed assets. mclud~ng Intellectual property, D1spute resolution: and the 

terms and term~natlon of the joint venture, 1nclud1ng prov1s1ons for wind1ng up 

1ts bus~ness A comprehensive agreement of th1s type has ensured that each 

party knows what to expect and what 1s expected of them. It also affords a 

remedy if the other party fa1ls to fulfill its prom1ses. In s1tuat1ons where there 

have been s1gn1ficant changes 1n Circumstances the JOint venture parties have 

evoked clauses or Included amendments in the agreements to address such 

changes 

An awareness of communication processes 1s essent1al within jo1nt ventures if 

max1mum efforts are to be coordinated and d1rected towards the success of 

the joint venture As a means getting buy-in and commitment to the JOint 

ventures from all staff especially at the incept1on of the alliances, the JOint 

venture partners conducted 1nternal marketing through staff engagement 

sess1ons Dunng these sessions, joint venture Implementation team, through 

top management team bnefed staff on joint venture developments and 

progress in addition to taking their feedback on areas of concern and 

45 



suggestions for Improvements In addition to these frequent communicat1ons, 
the JOint terminals are open to staff (whether from Marketing , Finance etc) 
form partner firms to conduct on-site v1s1ts and aud1ts as a way of maintaining 
transparency and hence d1spel perceptions of biasness from termmal 
management. 

In order to address the perception some jomt venture partners are benefiting 
more from the partnership, the partners have developed key performance 
1nd1cators (KPis). The KPis Include volumes lifted by each partner, truck tum­

around times. safety data, budget spend agamst plan among others. Terminal 
management 1s accountable to the partners on delivery of the KPis. which are 
open to rev1ew on a continuous basis and are formally d1scussed dunng 
steenng committee meetings, which are held regularly but at least quarterly to 

monitor JOint venture activities 
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CHAPTER FIVE: SUMMARY, CONCLUSION & RECOMMENDATION 

5.1 Summary 

The first Objective of the study was to determine what challenges are faced by 

oil termmal joint ventures in Kenya The study revealed these challenges 

Include· critical information not quickly unavailable to the deal makers, tight 

timetable for the joint venture Implementation generating trust among staff of 

JOint venture partners, timely and consistent mformat1on flow among all staff, 

unforeseen additional capital expenditure reqUirements, external and market 

factors mcludmg product stock outs due to supply constrams by KPC and 

KPRL, cultural difference differences m operat1ng procedures and informat1on 

system human resources planmng audtt overload espec1ally for jo1nt term1nal 

management and delays in reahs1ng Intended beneftts. 

The second object1ve of the study was to establish approaches employed to 

overcome the oil termtnal JOint venture challenges. Research fmd1ngs md1cate 

the partners tdenbfied factors that contnbute to the success of JOint ventures 

3nd suggested that by deliberately workmg on these. most of the challenges 

would be addressed in the process These success factors include 

comm1tment to the JOint venture, commumcat1on. trust managers work1ng well 

together. hav1ng common goals havmg benefits VISible to those mvotved, the 

financ1at stability of the firms keep1ng egos m check each partner contributing 

a s1gmficant component to the alliance a wntten contract. respecting the 

territory of the other partners and a penalty for renegmg on the agreement. 

47 



Cross-functional teams each compnsing staff w·1th · ·t · requ1s1 e competence to 

address ass1gned issues, were constituted to address specific focus areas. 

Ulbmately. the part1es of the JOint venture agreed to a comprehensive wntten 

legal agreement that was s1gned upfront. The agreement had provisions for 

potential conflict areas includ1ng· The scope of the joint venture: each party's 

contlibutJons to the JOint venture, wh1ch may take the form of money, labor, 

technology and/or expertise; prov1s1ons for future contributions or other means 

of meet1ng the future capital needs of the jo1nt venture (for example, 

obligations of the parties w1th respect to personal guarantees on future 

Indebtedness) log1st1cal 1ssues. 1nclud1ng who will be doing what, where, 

Governance of the JOint venture, on both a day-to-day level and w1th respect 

to fundamental dec1s1ons, Ownership of jointly developed assets mcluding 

Intellectual property, Dispute resolution, and the terms and termination of the 

JOint venture, including prov1s1ons for winding up its business. A 

comprehensive agreement of th1s type has ensured that each party knows 

what to expect and what 1s expected of them. It also affords a remedy if the 

other party fails to fulfill 1ts prom1ses In Situations where there have been 

Significant changes m circumstances the JOint venture part1es have Included 

amendment sin the agreements to address such changes. 

As a means getting buy-in and commitment to the jornt ventures from all staff 

espec1ally at the mception of the alliances, the joint venture partners 

conducted 1nternal marketing through staff engagement sess1ons In order to 

address the perception some JOint venture partners are benefiting more from 

the partnership, the partners have developed key performance indicators With 
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bmehnes. Term1nal management 1s accountabl t th e o e partners on delivery of 
the KPis, which are open to review on a continuous basis and are formally 

discussed during steering committee meetings, which are held regularly to 
monitor joint venture activities 

5.2 Conclusion 

The overall research findings show that challenges faced by oil terminal JOint 

ventures 1n Kenya are varied The study found out that important success 

factors to addressing these challenges are those factors related to 

mterpersonal dynamics trust. commumcat1on, commitment. and hav~ng 

managers that can work together as a team It is interesting to note that these 

results are also consistent w1th observations made 1n literature rev1ew on joint 

ventures management globally. In discussing bus1ness strategy specific to 

JOint ventures respondents Identified hav1ng safeguards in a written legal 

agreement pnor to Implementation of JOint ventures ass1sts 1n ant1c1pat1ng and 

addressmg potential future challenges and confl1ct areas. These observations 

underscore the 1mportance of having cross-funct1onal teams to manage JOint 

venture negot1at1on and Implementation The findings also suggest that 

tram1ng for JOint venture negotiation and 1mplementat1on team members needs 

to mclude communication skills, trust bu1ldmg, and team building exerc1ses. 

5.3 Limitations of the Study 

The maJor hmitabon of this research IS that 1t is based on only two case 

stud1es and therefore it is 1mportant to cons1der contextual factors that may 

have affected the results and decreased the generalisablhty of 1t More case 
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studies are proposed to give additional support for the findings obtained from 

th1s research. Nevertheless. this paper does offer both academics and 

practitioners alike some insights mto the kinds of managerial concerns that 

are pertinent to oil terminal joint ventures. 

Confidentiality was also another limitation to the study as most respondents 

were constrained on the level of Information they could d1vutge concern1ng the 

oil terminal joint ventures due to the confidentiality clause governing the 

alliances. For that reason, the research findmgs have been generalized to 

minim1ze inference to any specific JOint venture. 

5.4 Recommendations for further Research 

It 1s generally a tru1sm that no research 1s an end 1n 1tself Therefore, what this 

research has ach1eved can only be considered to be little hence requiring 

further research work From the ins1ghts ga1ned 1n the course of the 

1nvest1gat1on, the researcher proposes further research on the top1c to cover 

JO,nt ventures and 1ndeed other forms of strategic alliances 1n other key 

econom1c sectors in Kenya. Such stud1es would assist in captunng Industry 

spec1fic contextual factors that affect JOint venture performance and in so 

do1ng ass1st in building up body of knowledge as well as providing good 

reference matenal for management practitioners. 
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APPENDIX 1: Letter of Introduction 

September 2007 

Dear Respondent, 

RE: LETTER OF INTRODUCTION 

This questionnaire 1s des1gned to collect vtews on challenges faced by oil terrntnal joint ventures in Kenya and approaches employed to overcome them. 

The study is being carried out as part of management research project in part1al fulfillment of the requirements for the award of the degree of Master of Bus1ness Administratton (MBA) School of Busmess Umvers1ty of Nairobi. 

The information collected will be used strictly for academtc purposes only and 
will be treated with utmost confidence A copy of the final research report will 
be avatled to you upon request 

Thank you for your ktnd asststance 

Yours Sincetely, 

Franc1s 0 Owuor 
MBA STUDENT 

Prof Evans Aosa 
SCHOOL OF BUSINESS 
UNIVERSITY OF NAIROBI 
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APPENDIX 2: Questionnaire For JV Steering Team Member 

Topic: Challenges faced by Oil Terminal Joint Ventures In Kenya 

This questionnaire is designed to collect views on challenges faced by oil 
terminal joint ventures in Kenya and approaches employed to overcome them 
The information collected witt be used stnctly for academ1c purposes only and 
will be treated with utmost confidence Your v1ews and op1mons will ass1st the 
researcher to come up with useful information on challenges faced by oil 
terminal JOint ventures 

SECTION A: Oil Industry Overview 

1 How would you describe the changes that have taken place m the oil 
industry m Kenya 1n the last 10 years 
•••••••••• • •••••• ••••• ·- •••••••••••••••••••••••••••••••••••••• 0 •••••••••••••••••••••••••••••••••••••••••••••••••••••• 

........................... ···································· ······················ ······························· 
••••••••••••••• •••••• ....... 0 .......................... ........ . ....................................... .. ......... •••••••• ........................................................................................................................ 

2. Would you say 011 term1nal jomt venture was considered part of the 
responses to these changes? 

D No 0 Yes 

SECTION B: Joint Venture Particulars 

3. When was the JOint venture started? .. . ................................... . 
4. Does the JOint venture have a pre-planned end date? 

D No DYes 

Kmdly give details 

··································································································· ·· ················· ······················································································································· 
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5. Who are the partners in the joint venture? 

······· ··························································································· ··· ................ . 
000000 0 0 0 10000 0 I 1101101 1 0 I 000000000 I 0 I 0000 00 0 01011 

6 Has there been any change m the JOint venture membership smce its 
inception? 

0 Yes 

If yes k1ndly g1ve details 

• • • 0 0 •• • • ••• 0. 0 •• 0 • • ••• •• •• 0 .... . .. . . . . .......... . ......... . . . . .. . . ......... 0 • •• • • • • • ••• • •• • •••••••••• • ••••••••••••••• 

······· ································ ··· ··· ·········································· ..................... ... . 
•• •••• • • • 0 • • •• •••••• ••• •• •• •• 0 ••••• • 0 • • 0 . 0 • ••• • • • • • ••• •• • • • • •• 0 • • ••••••••••••••••• • ••• ••• •••••••••• • •••••••••• • •••••• 

7. What 1s the scope of the JOint venture? 

··························· ··························· ············ ............................... ................... . 

SECTION C: Joint Venture Partner Selection 

8 What were th~ cons1derat1ons 1n joint venture partner(s) select1on? (T1ck all 
applicable) 

Partner s1ze D 
Corporate culture D 

Others (please elaborate) 

JV experience D 
Management style D 

......................................... ............................................................ .................. 
············································· ···························································· ·············· ............ .. ..... ..................................................................................................... 
··································· ···················································································· 
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SECTION D: Joint Venture Objectives 

9. What are the primary obJectives of the joint venture? 

····································································································· ................ . 
·· ····················································································································· 
. . ......... .. . 0 0 •••••••••••••••••••••••• • •••••••• •••••• •••••••••••••••••••••••••••••••••••••••••••••••••••••• • •••••••••• 

....................................................................................................................... 

10. How 1s attainment of these ObJeCtives measured? 

••••••••••••••••••••••••••• 0 •••••••••••••••• ••••••••••••••••• • ••••••••• •••••••••••••••••••• • •••• ••••••• ••• • ••••• • •••••• 

........................................................................................................................ 
I I I I I ll II Olo • o •••• I 0 OliO I o eo 0 I II o oe o o 0 I I 0 ••••••• o o II IIIII Ole 11 1 111111010 •o II 00010 II•IIOIIOIIIIIIIOiellll. l lll.lllll.lll 

SECTION E: Joint Venture Planning 

11 . Was there a cross-functional team to plan different aspects of the jo1nt 
venture? 

0 No DYes 

If yes what aspects were handled by the vanous teams? 

12 What were the precond1t1ons that had to be met at the planning stage 
before the JV 1mplementat1on could commence? (Tick all applicable} 

S1gned JV agreement D 
Budgetary allocation 0 

Others (please elaborate) 

Assets Valuation D 
Regulatory approval D 

Olo o oiOIIO•O O IOOOOOOOo o oOOOOIIIIOOoOOOOO I OIIOo o OOIIIIIIIIII •• ·•········ • •o•••••••oooooooOIIIOIIOOOO O OOIIIIIOOO O O I I II I 

.......................... o.oiii i OIOOIIOIOIO•o•••••o•••• ·················· · ···················· · ··· · ·· ········· · ·················· 
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13 Is there a jomt venture agreement? 

0 No 0 Yes 

If yes what aspects does the Joint venture agreement cover? 

····································································································· ................ . 
•• • •• •• 0. 0 •• 0 ••••••••• ••••• •••• ••••• •• 0 ••••••••••• 0 •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

······················································································································· 
•• o ooo o o o o oo o o o OoO o ooooo I o o o o oO•oooooo o o o o o o 0 o 00 0 0 0 000 ooo oo 0 OoOoooooooo 0 0 0 0 0 OOOO 0 OOo 00 0 00 00 0 0 

OOO OoooO oOOOOOOOO OOOOOOOO 

14. What were the challenges during the planmng stage? 
···········-·····················································••••o•oooooooooooooooooooooooooooooo OOOOOOOOOO•OOOOOO 

0 0 0 0 •• 0 0 ... 0 ••• 0 0 0. 0 0 0 •• 0. 0. 0 •• 0 0 •••• 0. 0 0 0 ••••••• 0 0 ··············••o 0 0 •• 0 0. 0. o•o• 0 0000000 00 .... 0 •••••••••• 0 00000000000000 

oOo•O••••••·····••••oooooooooooooooooo•o•••·····················•oooo•••················••••o••••••••••o•••••······oooo 

15 How were the challenges addressed? 

Ooooooooooooooooo•••••·· ··· ········••••o•••••·······•ooooo••·············--··••o••••••o••·········· ····· ·········· ····· 

SECTION F: Changes that affect the Joint Venture Performance 

16. Has there been any significant change(s) dunng the life of the JOint 
venture? 

D No DYes 

If yes, what were the changes? 

········································· ······•••o•••••••••••o••••········· · ·······••••o••·········· ········· · •oooooo 

Ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo••·············•••ooooooooooooo••••••·••••••o•········ 

oooooooooo•o•••••••••••••oooooooooo••············oooooooooo••••••o•············••o••••·····••o•••••o••••••••••••ooooooo 

···············••ooo •••••• •••••••••••• oooooo••···············••o••••····················••••o•••••• ···••••ooo ooooooo 
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17. What challenges did these changes pose to the joint venture? 
.................. ~· •••••••••••••••••••• 0 ••••••••••••••••• 0 •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

······················································································································· 
•••••• ••••••••• •••••• •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 0 ••••• 

eo •• • o • • ••+ 0 • • • o o • • •• •• o ee • o o • o • • oo o •• o o • o • o • o o o •• • 0 0 • 0 0 0 • 1 o 01 o • 0 • •• 0 •• 0 0 • 0 0 • 0 • • 0 • 0 0 • •• 0 0 • •• • •••••• ••••• • •• •• ••••• ••• •• 

·····································································································•ooeooo••····· ••• 

18 How were the challenges addressed? 

·································••ooo••••••••+olo<oooooooooooooooooooooOOOOIOOOOioOOIOOoOoOOOOIIIOOOOo •··••••••··•••··• 
•••o•••••···············••o ••••oooooooo ooooo•o•••··············••o•••••················································ 

19 D1d these changes lead to reformation/dissolution of the JOint venture? 

0 No DYes 

20 Do you have any other msight you may want to share concern1ng the JOint 
venture? 

0 1 0 0 0 0 • 0 1 0 0 0 0 • 0 0 o 0 ~ 0 0 o 01 0 1 0 o o o o 11 o 0 o o o o o o o o 1 1 o o o 1 o o o 0 0 0 o o 0 0 o o o o o o o o • 0 I I o o o o I o o o o I 0 o o o o o o o o I o I o o I oo o o I o I I I I Ill I I 0 I I 01 I 
oo OI OO••••·•············••ooooooooooooooooooooo••••••o•IIOoOIOoOOOIOOoo••••IIOOIIOIOOoooo•••••••···········IOo••••••••• 
·· ····••••o•••••o••···············•o•··························•·•o•••••••••••o••••••················••o••············· 
....... ooo••••···················•oooooooo••••·······••••o••···························o•••···························· 
·· ·•·••••oo•o•OOoooiOIOo••••••·············••••••ooooooooooooo•••••··············•oooo••••••··························· 
oooo•••••••oo•••·········••o•o•o••••••••••oo••····· ····························································•oOOIIII 
········ · ···••ooooooo••••••••••o••ooo•o••·········•••o••············••o••·············································· 

THANK YOU 
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APPENDIX 3: Interview Guide For JV Terminal Management 

Toptc. Challenges faced by Oil Terminal Joint Ventures In Kenya 

This questionnaire is designed to collect views on challenges faced by oil 
terrmnal joint ventures 1n Kenya and approaches employed to overcome them 
The Information collected will be used stnctly for academic purposes only and 
will be treated w1th utmost confidence Your v1ews and opinions will assist the 
researcher to come up w1th useful mformation on challenges faced by oil 
term1nal joint ventures. 

SECTION A: Joint Venture Governance 

1. What is the reporting hne for JOint venture management? 
..................................................................................................................... 
... ............ ...... ... . . . . ........... .. ... . ... ......... .. ........... .. ... ............ ................. ····· ......... . 
···························· ················································································ ......... . 

2 What is the Interface between the JOint venture termmal management and 
the vanous JOtnt venture partners? 

·················································· ......................................... . 
......................................... ········ ......................... . ................. .......... ·········· 
.............................................................................................................. ·········· 
······················································································································· .......... ········· ...................................... ······ ....................................................... . 

SECTION 8: Joint Venture Performance 

3 What are the pnmary obJectives of the joint venture? 
····································································································· ................ . 
······················································································································· 
······················································································································· ............. .......... .................... ·········· ...... ········· ................................................ ······· .. 
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4. Would say the objectives of the joint venture have been met? 

0 No DYes 

Kindly elaborate 

....................................................................................................................... 
•• • .. • .. • • • • • • • •• .. 0 .................................................. 0 •••••••••••••••••••••••••••••••••••••••••••••••••••••• 

······················································································································· 

5. Are there key performance indicators (KPI) that the JOint venture partners 
hold terminal management accountable for? 

0 No 0 Yes 

Kindly hst the KPis as applicable 

...................................................................................................................... 

....... ................................ ....................................... ........................................ . 

6 How often 1s terminal management assessed on JOint venture 
performance? 

7 What challenges does termrnal management face in day-to-day runnmg of 
the JOint venture? {T1ck all applicable) 

Misaligned goals D Inadequate capttahzat1on D 
Cultural differences D Slow dec1sion makmg 0 

Others (please elaborate) 

........................................................................................................ ················· 
······················································································································· 
······················································································································· 
······················································································································· 
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8 How are the challenges addressed? 

............................................ 
0 
.................................... 0 ••••••••• ••••••••••••• ••••••••• 0 •• • ••••••• 

••• • 0. 0 •••• 0 •••••••••• 0 0 •• 0. 0 •••••••••• 0 .................................... •••••••••••• •••••••••••••••••••••••••••••••• 

•• • • 0. 0. 0 ............. 0 •••••• 0 ............. 0 ....................... 0 •••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

······················································································································· 
•••••••••••• 0 ...... 0 •••• 0 0 0 .......................... 0 ••••••••••••••••••• ••••••••••••• ••••••••••••••••••••••••••••••••••••• 

······················································································································· ........................................................................................................................... 

9 How are conflicts in the jomt venture addressed? 

·························-··········································································· ................ . 
···························································--·························································· 
························--····························································································· 
······················································································································· 

10 Do you have any other ins1ght you may want to share concern1ng the JOint 
venture? 

·······································•••o·•···························-·············································· 
·························o•••················································································-········· 
0 ••••••• - ••••••••••••••••••••••• 0 ••••• 0. 0 ••••••••• 0 •••••••••••••••••••••••••••• 0 •••••••••••••• • •••••••••••••••••••••••• 

THANK YOU 
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