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INTRODUCTION 

Our conceptual piece examines an important yet neglected area in the joint venture (JV) literature - how a 
parent’s philosophy on managerial motivation influences the JV control-performance relationship.  Building from 
behavioral research that clearly indicates that decisions and actions are derived from assumptions, values, beliefs, 
and attitudes we contribute to existing literature by considering how two paradoxical philosophies – agency and 
stewardship – guide thoughts on the appropriate design and performance of the JV.  Two research questions in 
particular are investigated.  First, does one dominant philosophy results in better performance than the other or a 
mixture of philosophies?  Second, if parents approach JV formation with opposing philosophies what role does 
power play in the ability of parties to resolve differences such that both parties can view JV performance (i.e., goal 
attainment) satisfactorily?1  Answers to these questions are relevant to both strategic research and managerial 
practice that seeks to understand why some ventures thrive while others inevitably disband.  
 
Parental Philosophy 

 
Agency theory (e.g., Eisenhardt, 1989; Jensen & Meckling, 1976) and stewardship theory (e.g., Donaldson, 

1990; Davis, Schoorman, & Donaldson, 1997) - which would be detailed in a longer version of the paper - provide 
the foundation for characterizing parental philosophies.  These alternative perspectives are considered because they 
represent two distinct perspectives from which to explore and describe assumptions, beliefs, and attitudes principals 
can have about JV management.  Moreover, because both theories can paradoxically coexist (Demb & Neubaruer, 
1992; Sundaramurthy & Lewis, 2003), dual consideration is necessary for establishing a robust lens from which to 
investigate the relationship between JV governance and performance2.  A one-perspective approach is not only too 

                                                 
1 Our analysis is restricted to two-partner JVs, defined as two legally distinct firms sharing in the ownership and 
decision-making activities of a jointly owned third entity.   
2 We caution that just because disparate philosophies can coexist in theoretical space does not mean that within a JV 
both philosophies must be present.     
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narrowly focused, potentially leading to incorrect conclusions on parental philosophy but also overlooks significant 
issues of power and conflict among parents.      

 
Philosophy is defined as a system of beliefs, knowledge, and judgments about the nature of people and how best 

to manage situations involving those people.  Philosophies evolve through learning and life experiences, which are 
intertwined with national culture and other environmental forces – political, economic, social, or otherwise (e.g., 
Chung & Lee, 1989; Hitt, Dacin, Tyler & Park, 1997).   

 
We consider philosophy to be a distinct although related concept to organizational culture.  Whereas 

organizational culture consists of a set of taken for granted organization-wide set of meanings, assumptions, and 
values (Narver & Slater, 1990; Schein, 1985), a philosophy is issue specific and need not always be an embraced 
way of thinking by the masses or integrated into the organizational culture.  Moreover, where each organization has 
its own unique culture, philosophies can be shared across cultures (Amour, 2002). Stated otherwise, when a person 
leaves an organization they cannot take the culture with them but they can take a philosophy.  As noted, however, 
philosophies are not completely detached from organizational culture.  Culture is often derived from senior 
management’s philosophies (Robbins, 1986) and cultural artifacts such as stories and ceremonies can transmit and 
legitimize a philosophy (Wilkens & Ouchi, 1983).        

 
Drawing from the aforementioned theories, an agency philosophy reflects a parent’s collective viewpoint that 

the JV executive team consists of self-interested utility maximizers who only represent parental interests when 
formal controls align interests or when significant monitoring systems are in place.  In contrast, a stewardship 
philosophy reflects a parent’s collective viewpoint that there is not an inherent conflict of interest between managers 
and owners but rather that the JV executive team naturally represents its interests. 

 
JV parents, as discussed in this paper, are restricted to the senior managers and key staff members from partner 

headquarters responsible for negotiating, formulating, and executing the JV agreement.  We do not consider other 
stakeholders such as employees, customers, or suppliers who might eventually influence JV activities, but who do 
not play a central role in the design of the JV governance structure.       

 
Joint Venture Control Mechanisms 

 
Control is defined as a purposeful and goal-oriented process by which one party influences the behavior and 

output of another (Ouchi, 1977) to achieve predictability and confidence in behavior such that risk of opportunism is 
minimized and returns are maximized.  Control mechanisms, described in numerous ways, are the methods by which 
a party exercises control (Geringer, 1993).  Ouchi (1979) referred to outcome, behavioral, and social controls, where 
outcome control focuses on the consequences of actions or decisions, behavioral controls that focus on monitoring 
the behavior and activities of managers, and social controls that rely on indoctrinating management with similar 
values, beliefs, preferences, and commitments through various training or other socialization activities.  Geringer 
and Hebert (1989) describe mechanisms as positive or negative, with the former promoting and the later preventing 
certain activities and decisions. Fryxell, Dooley, and Vryza (2002) distinguish between formal and social control 
mechanisms, with former including post-hoc and hierarchical mechanisms and the later informal, often intangible 
coordination mechanisms.    

 
Though labels may vary as noted above, studies have identified many specific sources of JV control 

mechanisms including but not limited to integrative mechanisms, board member roles, board structure, executive 
structure, incentive plans (e.g., equity and pay-for-performance), socialization, and reputation (Daniels & Magill, 
1993; Killing, 1983; Kumar & Seth, 1998; Schaan, 1983).  In addition to these, studies have also considered a 
parents equity ownership (e.g., Blodgett, 1991; Killing, 1983) and inter-party trust (e.g., Lui & Ngo, 2004; Mills & 
Ungson, 2003; Nooteboom, Berger & Noorderhaven, 1997), as two other, albeit controversial instruments (i.e., 
equity control is not equivalent to managerial control and trust is a substitute for control).   To maintain consistency 
with previous research (i.e., Fryxell et al., 2002; Ouchi, 1979), we consider socialization, reputation, and training as 
popular social control mechanisms.  The other mechanisms listed are considered formal or outcome and behavioral 
mechanisms.  
 
Link Between Philosophy and Control Structure 
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One of the first steps in establishing a JV is for parents (i.e., principals) to appoint individuals (i.e., agents) to 
manage and direct the newly created third entity with the expectation that they make decisions and behave in 
accordance with parents’ interests and objectives.  Parents with an agency philosophy believe that extrinsically 
motivated JV executives, operating in a separate and distinct entity, have a penchant for opportunistic behavior and 
will, if given the opportunity, maximize their personal utility at the parents’ expense.  Portraying agents as wielding 
institutional or negative personalized power (McClelland, 1975) further suggests that the principal-agent relationship 
is inescapably adversarial, with limited if any room for trust (i.e., willingness to be vulnerable; Mayer, Davis & 
Schoorman, 1995).  Guided by such beliefs and pessimistic attitude, these parents prefer a formalized and restrictive 
control structure that relies heavily on outcome and behavioral controls and avoid using social mechanisms 
(Guidice, 2003).   

 
For example, parents with an agency philosophy could appoint members of their own personnel to the JV board 

of directors to oversee and approve key strategic decisions and staff senior management positions with member from 
their respective headquarter to limit the flow of knowledge and technology into the JV or to the other partner 
(Killing, 1983; Schaan, 1983).  These parents could also increase the use or complexity of integrative mechanisms 
used to transfer information and coordinate activities and resources between the parent and JV (Kumar & Seth, 
1998).  Finally, with the belief that a primary goal of extrinsically motivated agents is increased personal wealth 
(Jensen & Meckling, 1976) these parents could use pay-for-performance plans to bond agents and otherwise curb 
opportunistic behavior (Killing, 1983; Schaan, 1983).     

 
A stewardship philosophy suggests a preference for a different type of governance system.  A positive view of 

human nature and belief that managers identify with and are committed to the JV as well as eager or otherwise 
willing to be responsible and accountable for their actions and decisions makes a rigid and formal control structure 
unwarranted.  This does not mean that control will or should be completely eliminated.  Activities needs to be kept 
in check to properly integrate activities (Gullander, 1976), manage critical knowledge effectively (Ding, 1997), and 
develop core competencies within the venture (Lorange, 1997).  However, with respect to people, parents with a 
stewardship philosophy rely primarily on social mechanisms such as trust, reputation, executive rotation, and 
executive development programs and seminars (Guidice, 2003); mechanisms that enable parties to get to know one 
another, for emotional ties to develop, and for norms and practices to be transferred to JV management (Child, 2001) 
on a more informal basis. 

PROPOSITIONS 
 
While previous research has explained the use of different control mechanisms, what has not been adequately 

addressed is whether use of these controls is categorically beneficial to JV performance.  Rather than questioning 
their effectiveness it is often assumed that the association is positive. However, one need only look within the 
corporate governance literature to find inconsistencies and limitations of various controls (e.g., Coles, McWilliams 
& Sen, 2001; Dalton, Daily, Certo & Roengpitya, 2003; Hendry, 2002; Tosi, Brownlee, Silva & Katz, 2003), 
thereby confirming that governance is complex, challenging, and worthy of additional exploration. 

 
Performance Implications of Philosophy-Control Configurations 

 
Consideration of the performance implication of the control structure that each philosophy advances is essential 

given that one objective of implementing any strategy is superior organizational performance.  To acknowledge 
varying objectives of JV partners, we define performance broadly in terms of goal achievement thereby extending 
the scope of performance to include not only financial gain but also objectives such as market access, technological 
development, and learning (Hatfield & Pearce, 1998).     

 
We begin this section with the condition that both parents have analogous philosophies (either stewardship or 

agency) and describe the performance implications of the two resulting control structures.  We then explore the 
performance consequences that occur when partners hold dissimilar and conflicting philosophies.  As can be seen in 
Figure 1 we believe that each of the three configurations results in different performance outcomes.  Figure 1 also 
highlights the importance of power under conditions of diverging philosophies.      
 

Insert Figure 1 about here  
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Similar Philosophies.  A key determinant of JV performance is the extent to which parents exercise control 
over the JV (Geringer, 1993; Killing, 1983; Schaan, 1983), beyond that which is afforded based on percentage of 
ownership.  This control-performance relationship, however, pivots on whether or not the chosen control structure is 
an efficient and effective means to governing the JV and achieving its goals.  As is argued below, we suggest that 
one structure is more likely to be superior to the other, even when both parents are in philosophical agreement.  

 
With an agency philosophy, the parents’ challenge is one of identifying occasions for opportunism and initiating 

interest alignment.  Philosophically, a constraining governance system consisting of behavioral and outcome 
controls would appear to serve as an effective deterrent to self-serving behavior (i.e., high likelihood that risk is 
minimized) (Barringer & Harrison, 2000).  However, such a control structure is likely to be an inefficient solution to 
the agency problem, working against the other objective of control – return maximization.   

 
While monitoring and bonding may be useful for JV managers who have selfish proclivities, utilizing control 

mechanisms are costly in terms of bargaining, influence, coordination, and administration (Geringer & Hebert, 
1989; Milgrom & Roberts, 1990).  More is not always better than less.  Behavioral controls that facilitate monitoring 
draw from valuable and limited resources such as parents’ human capital and time.  With outcome controls such as 
incentive alignment, finite financial resources are directed toward management compensation rather than being used 
elsewhere (Coles et al., 2001), either in the JV or parental organization.  Other costs to formal control include loss of 
managerial discretion (Donaldson & Davis, 1991), increased bureaucracy, and slowed decision-making (March & 
Simon, 1971).   Furthermore, what might appear to be inappropriate agent behavior in need of correction may in fact 
just be misunderstandings or faulty communications between the principals and agents (Foss, Volker & Madhok, 
2000).  Interestingly, this latter problem is a common cause of inferior performance and formal controls do not 
necessarily rectify this type of problem and in fact, could magnify problems that further limit the realization of 
synergies between parents and the JV.   

 
Even if a philosophy promotes the belief that managers have misaligned intentions, determining the likelihood 

of agent opportunism must also consider the shadow of future employment, which is highly dependent upon an 
agent’s reputation.  The market for executive talent is highly competitive, measures potential performance based on 
past performance (Daily, Dalton & Cannella, 2003), and avoids hiring or promoting known self-interest seeking 
executives that in their pursuit of personal gain harmed the organizations they were charged with managing.  
Reputation should therefore be seen as a valuable safeguard (Parkhe, 1993) that can be inexpensively obtained and 
can help alleviate the need for extensive and costly outcome and behavioral controls that jeopardize the efficiency 
and effectiveness of the JV.   

 
In contrast to an agency philosophy, when both parents have a stewardship philosophy they should relax the 

formal control reins on JV executives and can rely chiefly on social controls, thereby reducing governance costs.  
Portraying and treating executives in a favorable manner also produces more interpersonal respect and less distrust 
(Das & Teng, 1998) increasing the likelihood that goals are achieved efficiently and effectively.  Beyond 
governance efficiencies, a stewardship philosophy with its support for the use of social controls should be preferable 
because they are conducive to fulfilling executives’ intangible needs, including self-esteem and self-actualization 
(Donaldson & Davis, 1991).  According to a stewardship philosophy, empowered stewards behave consistent with 
the belief that achieving parents’ broader goals is the best means to fulfilling their own higher-order needs (Davis et 
al., 1997).   

 
Finally, under conditions of performance ambiguity, interdependence, uncertainty, and information asymmetry 

– conditions typically found with inter-firm relationships - strong normative processes including trust, shared 
commitment, and constant communication are essential and more conducive to facilitating and maintaining 
information and resource exchange, voluntary cooperation, and on-going adaptation (e.g., Gulati & Singh, 1998; 
Mills & Ungson, 2003; Wilkins & Ouchi, 1983).  The ability for these factors to exist and drive performance 
potential is more likely to occur with a social over a formal control structure (i.e., the structure supported by a 
stewardship philosophy). 

 
It is important to point out that parents philosophical beliefs about executives’ motives are not necessarily a 

reflection of reality.  However, in exchange relationships, parties’ assumptions and treatment of each other often 
becomes a self-fulfilling prophecy (Eden, 1984).  Managers that are treated as trusted stewards often feel less 
threatened (Tosi et al., 2003), are inclined to display trustworthy behavior, and tend to look at values and goals 
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embedded in the clan-like culture (rather than at formal controls) to determine what is acceptable behavior (Perrone, 
Zaheer & McEvily, 2003).  In contrast, applying more and more hierarchical controls is know to have a devastating 
effect on the development of trust (Mayer et al., 1995) and increases the likelihood that those being controlled 
behave opportunistically (Ghoshal & Moran, 1996).  

 
Assuming both parents share similar philosophies, it is therefore expected that the most effective and efficient 

means to goal attainment (i.e., high performance) comes from a governance design consistent with a stewardship 
philosophy.  Parents that provide a stewardship environment not only reduce tangible and intangible costs but are 
also more likely to find JV managers behave accordingly, even if their initial preference is self-dealing.  Based on 
the reasoning above we propose the following:  
 
Proposition 1: Performance is greater for JVs in which parents base the design of the JV control structure on 

stewardship philosophy rather than an agency philosophy. 
 

Disparate Philosophies. In any dual-principal relationship it is possible for opposing philosophies to exist 
between parties making performance expectations a challenge to reach.  At their extreme, we find two mutually 
exclusive governance preferences originating from two diametrically opposed ways of thinking.  It is virtually 
inconceivable that a high reliance on social controls can effectively coexist in an environment of numerous 
behavioral and outcome controls.  Formal monitoring mechanisms counter the effectiveness of social mechanisms as 
they signal that those being controlled are not trusted.   

 
Unfortunately, dichotomous and incompatible philosophies (real or perceived) are just one of many tacit 

elements often overlooked or distorted in the partner selection stage (Kanter, 1994).  These shortcomings in turn, 
can be a key factor to explaining misunderstandings, factionalism, and inter-firm conflict.  Inter-firm conflict, 
defined as an interactive process manifested in incompatibility and dissonance in partners’ preferences, interests, or 
practices (Das & Teng, 2002; Rahim, 1992) is a regular occurrence in complex inter-firm relationships (Cullen, 
Johnson & Sakano, 1995; Ding, 1997).  Research further suggests that tenuous relations have both a direct effect on 
parental interactions as well as a trickle-down effect into the JV (Johnson, Cullen, Sakano & Bronson, 2001; Pearce, 
2001), supporting our belief that that when parents lack philosophical solidarity the relationship between parents and 
JV executives can quickly become marked with defensiveness, suspicion, resentment, and conflict; all of which 
prevents dedication toward high-quality non-partisan decision making, unity of command, and shared sense of 
purpose such that goals are achieved efficiently and effectively. 

 
Within the JV entity we will find an executive team trying to abide by a governance structure that parents are 

neither in total agreement upon nor necessarily content with.  This situation could easily lead to a condition of 
diffused accountability where agents are uncertain to whom and for what they are accountable (Mero, Guidice, & 
Werner, 2005).  Upon receiving conflicting signals executives may either attempt to pacify both sides or feel 
compelled to choose sides, both of which lead to stress and anxiety as well as strain owner-manager relations.  
Supplementary behavioral research reports that work-related stress and anxiety reduce loyalty, commitment, and job 
satisfaction (Jehn, 1997) – individual-level factors that further lower the likelihood that JV goals are achieved 
efficiently and effectively.   

 
Given the precarious role that control and conflict play in inter-firm relationships our initial inclination is to 

suggest that optimal performance is least likely to occur when parents embrace fundamentally different philosophies 
on managerial motivation and thus, prefer opposing JV control structures.  Suboptimal performance would result not 
only from the economic and social costs incurred in designing and implementing the governance structure but also 
the greater economic and social costs that arise when tensions interfere with day-to-day JV functioning and 
integration necessary to achieve goals.   

 
While poor performance (i.e., unattained goals) is highly probable, what must also be considered is how parties 

resolve the conflict originating from philosophical differences.  To this end issues of power become relevant.  
Drawing from both context-based (Bacharach & Lawler, 1984) and resource-based (Emerson, 1962) perspectives, a 
parent’s bargaining power is viewed as a function of three elements - the number of alternative partners available 
with which to form a JV, the importance of the currently proposed venture, and the significance of the tangible and 
intangible resources that would be offered to the JV.  Assuming bargaining power plays a major role in the design of 
the JV control structure, a parent would be in the best position to have its preferred design implemented when it has 
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low stakes yet is willing to contribute vital resources and skills to the venture.  In the remaining two sections we 
discuss the performance consequences of symmetrical and asymmetrical power differences between parents with 
opposing philosophies. 

 
Symmetrical Power.  Under conditions of symmetry each parent has relatively the same degree of bargaining 

power.  Negotiations research suggests that when parties are of equal power, they should strive for a compromise 
(Thomas, 1992).  A mixed structure would therefore entail the principal with the stewardship philosophy agreeing to 
implement a number of formal controls such as establishing integrative mechanisms to reduce uncertainty and 
imposing a limited number of rules and procedures for JV executives to follow to simplify decision-making. In a 
similar fashion, the principal with an agency philosophy would need to agree to a number of social controls such as 
allowing executives to use informal communication channels to access and disseminate information and giving 
executives sufficient discretion to act quickly to environmental changes.  

 
While flexibility in accommodating partners’ needs can be positively related to performance (e.g., Killing, 

1983; Pearce, 2001), research suggests that the larger or more central the issue, the more likely the conflict is 
destructive (Thomas, 1992) and attempts at flexible and cooperative behavior thwarted.  Indeed, value-system 
conflicts tend to be the most gut wrenching because they are personal and they challenge a belief system (Arnold, 
1993).  Attaining a mutually satisfactory solution may be insurmountable because equally powerful parties will 
approach philosophical conflict with a strong emotional bias making them less flexible or willing to engage in the 
significant paradigm shift required to alter core values and beliefs.  

 
Instead, we should find two egocentric partners battling to get their needs met, holding fast to their own 

philosophy, and unwilling to question the adequacy of their value system or truly appreciate their partner’s 
position3.  In this context we will also likely find partners with relatively unwavering and narrow threshold points 
(Thomas, 1992) that upon being crossed, trigger anger, hostility, and distrust as well as reduced communication, 
interaction, and commitment; feelings and actions that would motivate parties to behave even more aggressively 
(Kumar, 1989) to achieve their definition of “consensus”.  This behavior will have a spiraling negative effect on the 
relationship where ultimately both see themselves as at least partial losers.  As partners move closer and closer to 
lose-lose outcomes they eventually cease negotiations.  And while the venture may still be formed, it has been 
empirically demonstrated that unattended and unresolved conflict leads to relationship deterioration (Lane & 
Beamish, 1990), reduced commitment (Cullen et al., 1995), lack of inter-partner cooperation (Pearce, 2001), 
inefficient operations (Madhok, 1995), inadequate performance (Ding, 1997; Killing, 1983), and occasionally, the 
demise of the JV (Johnson et al., 2001; Lane & Beamish, 1990).  For reasons noted above, it is possible to conclude 
that should the JV strategy subsequently be implemented the typical outcome will be poorly attained or virtually 
unattainable goals. 
 
Proposition 2: Under diverging philosophies performance is low for JVs in which power relations between parents 

are symmetrical. 
 

Asymmetrical Power.  Under conditions of asymmetry one parent has greater bargaining power than the other.  
While some research exists suggesting that the best JV performance is achieved with dominant control by one 
partner (Killing, 1983) additional studies suggest otherwise (e.g., Hebert & Beamish, 1997).  Child and Yan (2003) 
in particular, argue that dominant control is inappropriate when the purpose of the venture is to enhance parents’ 
resource and skill profiles and otherwise achieve synergy. 

 
One finding that does not appear to be under dispute is the belief that power-based conflict resolution can be 

very damaging to relationships (Fisher & Ury, 1981).  When power is used to resolve conflicts, findings suggest a 
much lower likelihood that both parents view the JV satisfactorily (Lin & Germain, 1998; Makhija & Ganesh, 
1997).     

 
While there are obvious negative elements to power-based conflict resolution, a JV is not inescapably 

predestined to failure just because power is asymmetrical.  Undoubtedly, satisfactory performance could be achieved 
                                                 
3 One might argue that when bargaining power is symmetrical parties will resort to equity position to resolve 
philosophical and control-related conflict.  It is cautioned, however, that equity control is not synonymous with 
managerial control (Geringer & Hebert, 1989; Yan & Gray, 1994). 
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if the weaker partner, rather than being forced, willingly and unbegrudgedly puts their values and desires behind the 
other partner in order to achieve JV goals.  This acquiescent behavior is likely to occur when the weaker party has a 
greater desire to maintain stability, peace, and harmony than it has to have its philosophy and coinciding governance 
preferences explicitly acknowledged.   

 
The preceding argument suggests acceptable rather than optimal performance.  This is because of the various 

costs incurred during the decision-making process.  Negotiation and bargaining requires significant effort, creates 
influence costs (Milgrom & Roberts, 1990), and increases transaction costs (Williamson, 1979).  There are also 
time-related costs including slowed decision-making (Ding, 1997; Pangarkar & Klein, 2004) and delayed JV 
implementation; both of which can have significant competitive implications. 

 
We further advise that caution be taken when classifying a less powerful parent as entirely or eagerly 

acquiescent; what appears to be passive agreement may not lead to accommodating behavior.  Conflict is a process 
best understood as a sequence of events (Thomas, 1992).  In retrospect it may be that the submissive partner decides 
that the relationship is not unfolding as envisioned and therefore, reacts to an unresolved conflict by impeding JV 
goal attainment.  It may be that the weaker partner adopted a submissive approach out of the need to acquire much 
needed resources and/or to prevent the stronger partner from forging a relationship with a significant competitor.  
Under either scenario the “winning partner” may subsequently find its “defeated partner” not open and forthcoming 
with information needed to make high-quality goal directed decisions (McKenna, 1995; Rahim, 1992) or that it does 
not proceed into the relationship with promised and expected resources that begets goal attainment.     

 
Finally, it is feasible that the conflict will resurface when the passive partner gains JV experience.  Once armed 

with practical skills, the partner may no longer be willing to sacrifice its philosophical beliefs for the sake of 
cooperation and harmony.  In this case, the conflict re-emerges but now with a partner that has a competitive 
(uncooperative) intent.   

In total, under conditions of power asymmetry the dominant partner may indeed get its governance preferences 
implemented.  However, because asymmetrical power and control over the JV can hinder relationship development, 
resource and information sharing, and commitment to JV decisions, we propose that JV performance will range 
from moderate to poor (i.e., not all goals will be achieved and in some cases, they may never be fully realized).   
 
Proposition 3: Under diverging philosophies performance is moderate to low for JVs in which power relations 

between parents are asymmetrical. 
 

CONCLUSION 
Governance is of enormous importance to JV operations and successful goal attainment.  Kumar and Seth 

(1998) contend that the use of different control mechanisms varies across situations and they urged others to 
investigate factors that lead to this variation.  We answer this call by providing a theoretically based assessment and 
explanation for how a parent’s philosophy on JV managerial motivation impacts both the JV’s control structure and 
its performance.  To this end, we integrate various interdependent avenues of research to formulate a broader 
framework in which to better understand issues central to whether JV goals are achieved efficiently and effectively.   

 
In terms of managerial implications, the ideas offered herein suggest that firms should attempt a-priori to find 

partners with similar philosophical beliefs prior to entering into an agreement.  In the best of all worlds this 
partnership would consist of strategic planners with a similar stewardship philosophy since goal attainment should 
be greatest in conditions where JV managers are viewed as possessing prosocial attributes (Barney, 1990) and self-
control.  When an agency philosophy is shared among parents it is feasible that goals will be attained; however it is 
also expected that they will be achieved less efficiently and perhaps less effectively than when both parents embrace 
a philosophy of stewardship.  Finally, given the destablilizing effect conflict has on relationships, achieving goals 
will be a greater challenge when partners have divergent philosophies.  Philosophical differences not only inhibit the 
social context but also exacerbate transaction, influence, and social costs; making integration, implementation, and 
goal attainment difficult if not impossible.   

 
While a united stewardship position should be the most beneficial, it is likely a rare combination.  Many would 

agree that it is contrary to prevailing beliefs to approach JV governance not only as if JV managers are good 
stewards but also that each parent will not take advantage of the other’s vulnerabilities when monitoring and 
bonding mechanisms are limited.  One possible reason for this agreement is because academic research and teaching 
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has reinforced cynical attitudes within the practice of management.  According to Ghoshal (2005) when scholars 
legitimize pessimistic theories of human nature and managerial behavior, and delegitimize optimistic theories, the 
Pygmalion effect results with practicing principals and agents modifying behavior to coincide with popular doctrine.  
As Ghoshal (2005) argues, this academic challenge can be overcome if we acknowledge and incorporate other 
theoretical perspectives into our research and teaching.  Indeed, practitioners that are willing to modify their 
philosophy to be more steward-like may find that achieving a principal-steward relationship is valuable, rare, and 
very difficult to imitate thereby leading to a sustainable competitive advantage (Barney, 1990). 

 
Future research should empirically test the ideas offered in this paper.  One primary challenge will be 

operationalizing parents’ philosophy on human intent.  This would require tapping into the beliefs and attitudes 
parents’ hold and the attributions they make regarding JV management motivation.  One option would be to conduct 
a systematic in-depth case study of two firms in the early stages of JV negotiations.  Through intensive interviews 
we should be able to begin developing a multi-item scale that taps into parental philosophies.  During face-to-face 
meetings with members of the negotiating teams it would be possible to administer a simple questionnaire that 
measures perceived distance in managerial and governance philosophies.    

 
There are also interesting global implications worthy of investigation.  A study might consider in more detail 

the role that national culture has on both philosophical beliefs and subsequent control preferences.  For instance, 
studies suggests that entrepreneurs from individualistic cultures favor contractual safeguards as a means to effective 
cooperation between partners, much more so than those from collectivist cultures (Steensma & Weaver, 2000).  
Research also suggests that Americans prefer contracts and binding arbitration to resolve conflict and tend to 
aggressively confront issues head-on using facts and rational arguments (McKenna, 1995).  In contrast, Asians 
prefer a non-aggressive approach (McKenna, 1995) using indirect strategies such as negotiation and compromise in 
an effort to avoid direct confrontations and loss of face (Fan & Zigang, 2004; Steensma & Weaver, 2000).  Is it 
because of different philosophies that different preferences exist? 

 
Finally, future research should investigate how JV governance structures influence agent accountability.  For 

example, JV management may feel a greater sense of answerability with formal control mechanisms than with social 
mechanisms since the former sends out a message that principals are deliberately monitoring behaviors and 
evaluating results.  Alternatively, it may be that having two or more parties involved in the JV’s governance 
(regardless of its form) leads to a diffusion of accountability and thus, exacerbate the agency problem.  
Accountability research also suggests that employees made answerable to an audience with known views tailor 
behaviors and actions to coincide with those holding them accountable (Tetlock, 1985).  Not only do we need to 
examine whether the same holds true for JV executives, especially when a third entity is created, but we also need to 
examine wither differences exist between the type of control (formal or social) and clarity of principals’ goals and 
objectives.   

 
In conclusion, with the global consolidation of industries and shortening product life cycles, we will continue to 

see a proliferation of alliances, including JVs.  It behooves scholars to continue to extend current JV research to 
improve our understanding of efficient and effective JV formation and operation.  The propositions offered herein 
are meant to promote empirical research and provide practical advice to reduce the high failure rate found in today’s 
JVs.     
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