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Abstract

International joint ventures (IJVs) are increasingly used as an important 

strategic option for pursuing international strategies. An extensive body of literature 

has investigated the processes leading to the formation of IJVs, parent partner’s 

control and performance evaluation of IJVs. Issues associated with how parent 

companies control IJVs, the use of accounting and other information in the 

management con trol system (MCS) and to evaluate the performance of IJVs have not 

attracted the same attention.

This study proposes a research model to investigate (i) the effect of motives, 

bargaining power, international experience, involvement in other IJVs and 

interpartner working relationship, on parent partners ' MCS choices and (ii) the effect 

oj international experience, involvement in other IJVs, interpartner working 

relationship and MCS choices on IJVs performance.

A cross-sectional questionnaire was used to collect data from Australian 

parent partners of IJVs operating outside Australia. The research model was tested 

using PLS-Graph, a structural equation modeling technique.

Strong results were found supporting the research model and indicating that 

most of the factors investigated influence parent partners MCS choices and/or impact 

on the performance of IJVs.

The results confirm that bargaining power (in particular, the relative 

provision of critical resources) and motives have a significant effect on parent 

partner’s choices on all dimensions of the MCS, while international experience and 

involvement in other IJVs have a significant effect on focus of control. The most 

substantial significant effect on performance was that of the state of interpartner 

working relationship. Involvement in other IJVs, control extent and the use of formal 

control also had a significant positive effect on performance, while broader control 

focus was found to be negatively associated with performance outcomes. Additional 

tests indicated that the size of parent partners of IJVs could explain some aspects of 

the variance in MCS choices and the impact on performance outcomes. The results 

also revealed multiple dimensions of IJVs performance measured as achievement of 

parent partners' objectives.
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Robust results indicate that the model may be used as a reliable tool in future 

research. The research provided confirmation ofprior findings and, at the same time, 

exploration of novel effects and relationships. Finally, the study suggested an IJV 

control framework model identifying different domains and levels of research to 

review, classify and evaluate the extant literature.

Contributions of this study provide useful indications to researchers, 

management, practitioners and those searching for a better understanding of issues 

related to control and performance of IJVs.



1 Introduction

1.1 Research Issues
Environment complexity, a higher degree of market interrelationships, fast 

technological developments, emergence of new developing economies and the shift 

from traditional national markets to global markets, together with the limited ability of 

individual organisations to compete in the global economy and the need for flexibility 

in committing scarce resources, are some key factors that push organisations to seek 

inter-company co-operation, rather than intra-company expansion so as to operate 

outside their national boundaries (Janger, 1980; Beamish, 1988; Contractor and 

Lorange, 1988; Mjoen and Tallman, 1997; Schillaci E., 1988; Shenkar O. and 

Tallman S., 1993).

International joint ventures are a popular form of international inter-company 

co-operation and have increasingly become an important strategic option for pursuing 

international strategies (Geringer and Woodcock, 1989; Harrigan, 1988a and 1988b; 

Hergeil and Moms, 1988; Parkhe, 1993b; Geringer, 1991; Beamish and Banks,

1987).

International joint ventures are perceived as strategic weapons for competing 

within a firm's core markets and technologies (Harrigan, 1987a, 1987b and 1987c) 

and as facilitating inter-firm learning (Buckley and Casson, 1988; Hamel, 1991). 

International joint ventures represent an effective way of competing globally and 

being able to cope with the increasing competitive and technological challenges of the 

globalisation of world's economies (Perlmutter and Heenan, 1986).

It is generally recognised that control is one of the most significant factors for 

successful management of organisations and achieving positive performance. 

Controlling international joint ventures, however, poses special challenges. 

International joint ventures are characterised by special accountability features and 

specific attributes that may give raise to special control issues likely to impact on their 

performance.

Foreign parent partners of international joint ventures have to deal with the 

issue of controlling the venture from a distance. This may limit the effectiveness of



some forms of control due to physical distance, different legal systems, the state of the 

local economy, different market conditions and different language and cultural 

traditions.

Entering into international joint ventures is not only the result of a decision to 

invest abroad but involves an additional level of considerations: the decision to enter 

into a collaboration relationship with other partner(s). A parent company may 

consequently not be at freedom to set any control system they may desire because 

they have to deal with constraints imposed by the presence and information needs of 

other partner(s).

Foreign parent companies may also have to deal with problems deriving from 

the local partner’s competitive cultural/language advantage and privileged access to 

information; and/or constraints from any specific government regulations in the 

country(ies) of operations (for examples, see Anderson, 1990; Beamish, 1984; Fey, 

1995; Southworth, 1994).

Issues affecting the management control systems of international joint 

ventures, therefore, range from constraints imposed by contractual and legal 

requirements to the need to blend different (sometime opposing) cultural approaches 

to control and satisfy the information requirements of different (and sometimes 

conflicting) interests of parent partners.

A review of research on international joint ventures supports the above issues 

and indicates that modem international joint ventures are particularly dynamic 

organisations (Anderson, 1990; Kogut, 1988) and different from fully owned 

subsidiaries (Gatignon and Anderson, 1988; Anderson, 1990; Geringer and Herbert, 

1991; Mjoen and Tallman, 1997). Traditional management control systems, 

performance evaluation procedures and accounting infomiation used to control and 

evaluate fully owned subsidiaries or short term specific project ventures, may not 

therefore be as applicable to modem international joint ventures (Anderson, 1990; 

Dolan, 1993a, 1993b; Luo, 1995a and 1995b).

The purpose of this study is to investigate how parent partners control their 

international joint ventures operating abroad and the influence of management control 

system choices on the performance of their ventures. More specifically, the aim of the 

study is to contribute to a better understanding of:
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(i) factors influencing parent partner’s management control system 

choices in relation to their international joint ventures,

(ii) the impact of management control system choices on the performance 

of international joint ventures, and

(iii) other factors influencing the performance of international joint 

ventures.

1.2 Motivation

1.2.1 The Extant Literature
A review of the extant literature on international joint ventures confirms that 

international joint ventures have increasingly become a very important organisational 

form (Yan and Child, 2004a; Lu and Herbert, 2005; Groot and Merchant, 2000; 

Janger, 1980; Mjoen and Tallman, 1997; Geringer and Woodcock, 1989; Geringer, 

1991; Harrigan, 1986; Parkhe, 1993b; Beamish and Banks, 1987; Perlmutter and 

Heenan, 1986; Hamel, 1991). It also confirms that modern international joint ventures 

exhibit specific attributes and characteristics that may require a different approach to 

the design of control and performance evaluation systems and thus they pose a novel 

challenge to traditional management control (Gatignon and Anderson, 1988; 

Anderson, 1990; Geringer and Herbert, 1991; Mjoen and Tallman, 1997; Anderson, 

1990; Kogut, 1988; Dolan, 1993a, 1993b; Luo, 1995a, 1995b).

There is an extensive body of literature on the processes leading to the 

formation of international joint ventures, the influence (or desired influence) of parent 

partners on the management control systems, and the performance of international 

joint ventures (for example, Hennart, 1988; Stopford and Wells, 1972; Gray and Yan, 

1992; Yan and Gray, 1994; Mjoen and Tallman, 1997). Issues associated with how 

parent companies control international joint ventures and the operation of the joint 

venture’s management control system in its own right have not attracted the same 

attention. Accounting researchers have indicated the growing importance of 

management accounting issues in joint ventures (Atkinson, Balakrishnan, Booth, 

Cote, Groot, Malmi, Roberts, Uliana and Wu, 1997; Foster and Young, 1997; Shields, 

1997; Gray and Roberts, 1991). However, little research has been undertaken on the
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use of accounting information in the management control system and performance 

evaluation of international joint ventures (Groot and Merchant, 2000).

Many reasons motivate companies to expand their operations overseas by 

using the joint venture formula; ranging from risk reduction by entering new markets, 

accessing resources, acquiring knowledge and technology or simply because of host 

government regulations. Local companies may also gain significant advantages by 

forming joint ventures with multinationals; ranging from acquiring know-how, skills 

and technology to reducing the risks associated with the development of new products 

or services. Often, the reasons motivating local and multinational partners to form a 

joint venture are different and may even be conflicting.

An international joint venture is formed by the partnership of a local and a 

foreign firm. While a formal legal contract usually governs relationships between 

parent partners, legally bound provisions may not ensure efficient and effective 

control over the joint venture activities. Control is a very important element of 

successful operations and many researchers have noted that control is strictly linked to 

international joint ventures determinants of success or failure (Geringer and Herbert, 

1989).

[Ijf any partners perceives that an international joint venture is out-of
control, then it is likely to terminate its involvement in the international 
joint venture and bring about the international joint venture failure. (Groot 
and Merchant, 2000, p. 580)

This is much more likely to happen in international joint ventures than in the case of 

directly controlled wholly owned subsidiaries.

Many reasons motivate the need of parent companies to control international 

joint ventures. These include:

(i) To ensure that goals and objectives that led the company to promote 

the international joint venture are being achieved;

(ii) To protect the integrity and correct use of resources made available to 

the international joint ventures, which may include:

a. money and other financial resources,

b. knowledge,
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c. human resources, and

d. technology

(iii) To properly manage the relationship with the other international joint 

venture partner(s), which may extend outside the international joint 

venture itself.

Two broad domains emerge from the extant research on management control 

systems of international joint ventures. The first refers to the management control 

systems of parent partners, comprising independent monitoring at head office level 

and influence over the international joint venture management control system. The 

second refers to the management control systems of international joint ventures in 

their own right and gives rise to two broad sets of issues: parent partner’s influence 

and the joint venture’s own management control needs.

A great deal of management and organisational research has been undertaken 

in the past decades to investigate issues related to both domains but mainly in terms of 

control of the international joint venture rather than issues related to the parent 

partner’s management control system choices aimed at monitoring their ventures. 

These issues include the relationship between the process leading to the formation of 

international joint ventures, the establishment of management control systems and the 

overall performance of international joint ventures, usually measured as international 

joint ventures success/failure or parent partner’s view of goals achievement (for 

examples see Killing, 1983; Beamish, 1984, 1988; Geringer and Herbert, 1989, 1991; 

Yan and Gray, 1994, 2001). This body of literature has made a significant 

contribution to our understanding of some of the determinants of parent partners 

control over international joint ventures and their influence (or desired influence) over 

the international joint venture management control system.

Less research has been undertaken on issues related to parent partner’s 

monitoring of international joint ventures and the operation of international joint 

venture management control systems in their own right. Some contribution is made by 

the extant literature to our understanding of parent partners monitoring of 

international joint ventures. However, this is not done by investigating the relevant 

issues as an area of research in its own right but through researching related to issues 

such as performance evaluation, parent influence over international joint ventures
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management control systems and power relationships (bargaining power) influencing 

decisions to control.

More recent research has investigated issues related to management control 

system choices and their impact on international joint venture’s performance (for 

example see Yan and Gray, 1994, 2001; Groot and Merchant, 2000; Chalos and 

O’Connor, 1999, 2004; Child and Yan 2003; Yan and Child 2004a, 2004b). This body 

of literature has confirmed that controlling international joint ventures may require a 

novel approach to design and implementation of management control and 

performance evaluation systems. It has also identified factors and issues likely to 

affect management control system choices of parent partners and impact on the 

performance of international joint ventures. For example, the findings that the ability 

to control international joint ventures may be determined by the bargaining power of 

each partner rather than equity and contractual obligations and that specific controls 

may provide both protection and exploitation of key resource contributed by parent 

partners.

In summary, the extant literature contributes most significantly to our 

understanding of parent partner’s influence over international joint ventures 

management control systems. The contribution, however, is not as significant for 

autonomous elements of international joint ventures management control systems and 

parent partner’s management control systems aimed at monitoring international joint 

ventures.

1.2.2 Research Opportunities Arising from the Literature
A review of the extant literature shows that the management control systems 

of an international joint venture and those of its parent partners are inter-related. The 

inter-relationship is complex and determined by several factors influencing a parent 

partner’s desired and actual control over the joint venture, the joint ventures’ 

management control systems and the relationship with parent partners.

While the extant literature has made a significant contribution on issues related 

to the formation of international joint ventures, parent control and performance of 

international joint ventures, issues related to how parent partners control international 

joint ventures from a distance and the autonomous management of international joint 

ventures have not attracted the same attention.



Also, little research has been undertaken on the role of accounting information 

with regard to control and performance of international joint ventures. Organisational 

and management researchers have looked at accounting issues, in broad terms treating 

accounting control as a one dimensional variable, thereby ignoring the complexity of 

the relationship between accounting and performance evaluation. The most commonly 

cited reason for such a low level of research relates to the difficulties of obtaining 

good data due to the internal/confidential nature of the information and distance, 

language and cultural barriers typical of international operations compounded by the 

presence of multiple partners (Groot and Merchant, 2000).

Further investigation of management and accounting issues related to 

management control and performance of international joint ventures would enhance 

our understanding of international joint ventures control and would be of great benefit 

to firms involved in international joint ventures. The need for more research on 

international joint ventures has been a constant call of management and accounting 

scholars over the last twenty years. Geringer and Herbert (1989), for example, noted 

that

The issue of control has received only fragmented and unsystematic 
attention in international joint venture’s literature, (p 237)

Managers have received minimal guidance about when and how to use [the 
various control options], as well as about the potential trade off between
alternative control options......... [Concluding] Our understanding of
international joint venture management lags behind the demands of 
practice, (p. 250)

Anderson (1990) also suggested that

There is little information on how (and even if) firms monitor and weigh 
their joint ventures' performance, (p. 20)

More recently, referring to business globalisation issues such as joint ventures, 

Foster and Young (1997) stated that

Research journals have barely scratched the surface in this area. (p. 72)

Management accounting scholars have also noted the specificity and growing 

importance of management accounting issues in joint ventures and the need for more 

research on the use of accounting information in the management control and
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performance evaluation systems of international joint ventures (Atkinson et al., 1997; 

Foster and Young, 1997; Shields, 1997; Gray and Roberts, 1991; Haka and Heitger, 

2004). Groot and Merchant (2000) indicate

Little research has been directed at the questions related to what controls
are and should be used in international joint ventures and what causes
them to fail. (p. 580)

The extant literature indicates that parent partner’s control of international 

joint ventures is multidimensional and it involves at least three areas:

(i) controlling achievement of goals and objectives,

(ii) controlling the proper use of resources, and

(iii) managing the relationship with other partner(s).

Performance evaluation and mechanisms of control embedded in the 

management control systems of international joint ventures are important to satisfy 

only part of these dimensions. Discovering as a result of ex-post performance 

evaluation that goals and objectives have not been achieved or relying only on 

information provided by the management control systems of international joint 

ventures may deprive the chance of promotive or at least prompt actions aimed at 

rectifying or solving possible problems.

The extant literature has identified some determinants of parent partner’s 

decisions on how to control international joint ventures from a distance. Examples of 

such determinants are the management of relationship with other partner!s) and the 

associated level of trust, the reasons determining the decision to joint venture and the 

associated level of leverage, parent partner’s relative level of bargaining power and 

parent partner’s experience in international business and/or prior involvement in 

international joint ventures.

We briefly explain each of these.

Relationships between parent partners are managed both through the 

international joint ventures and at parent partner’s level. At the international joint 

venture level, the relationship is managed through control sharing mechanism such as 

membership to the joint venture’s board, appointment of key personnel, decision

making processes and other contractual and/or operational aspects. At parent partner’s



level, the management of the relationship may involve more complex issues ranging 

from bilateral relationships deriving from trading ties to multilateral multidimensional 

relationship deriving from other collaboration ventures and/or strategic alliances. The 

level of trust between partners is likely to significantly affect partner’s relationships 

and their decisions on how to monitor international joint ventures. The extant 

literature also suggests that interpartner working relationship could be related to 

performance outcomes of international joint ventures.

The level of leverage attached to international joint ventures may also be a 

determinant factor in deciding how to monitor international joint ventures from a 

distance. Leverage is related to the motives that determined the parent partner’s 

decision to form a joint venture. One would expect higher levels of monitoring where 

the degree of leverage is high because, for example, of the strategic importance of the 

international joint venture to the parent partner or where the parent partner entered the 

international joint venture to achieve precise financial objectives.

With regard to bargaining power, the extant literature makes a significant 

contribution on the decisions to control joint ventures and, in particular, on parent 

influence over the international joint ventures management control systems level. The 

extant literature suggest that various components of bargaining power, and in 

particular the relative contribution of critical resources to international joint ventures, 

does indeed play a significant role in influencing parent partner’s decisions on how to 

monitor international joint ventures.

Parent partner’s experience in international business and/or prior involvement 

in international joint ventures are likely to influence their management control system 

choices. The evidence provided by the extant literature appears to confirm the 

influence on management control system choices and the international joint venture 

performance but the results are not conclusive.

In conclusion, the literature review indicates that there is an opportunity to 

better understand the complex dynamics of parent partner’s monitoring of 

international joint ventures and, in particular:

(i) the effect of various factors on parent partners decisions on 

management control system choices aimed at monitoring international 

joint ventures (determinants of control),
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(ii) the influence of management control system choices on the 

performance of international joint ventures, and

(iii) the influence of some determinants of control on the performance of 

international joint ventures.

1.3 The Research Program
The summary of the extant literature outlined in the previous section indicates 

that controlling international joint ventures means controlling two entities. The first is 

controlling the international joint venture and its operations. The second relates to 

controlling the parent partner(s) of the international joint venture. Two broad domains 

of control may therefore be applicable to international joint ventures:

(i) the (usually foreign) parent company’s management control system 

aimed at satisfying the need to control from a distance, and

(ii) the operation of the international joint venture management control 

system in its own right.

These are two independent management control systems interacting with each 

other and aimed at the common goals of controlling the management of international 

joint ventures and satisfying the need of parent partners to control the joint ventures. 

Three broad issues arise from this interaction:

(i) the functioning of the international joint ventures’ management control 

systems in their own right,

(ii) parent partners’ influence (or desired influence) over the international 

joint venture’s management control system, and

(iii) the parent partners’ monitoring of international joint ventures.

A significant amount of management and organisational research has been 

undertaken on the influence (or desired influence) of parent partners on the 

management control systems of international joint ventures. Little research is 

available on issues related to parent partner’s monitoring of international joint 

ventures and the operation of international joint venture management control systems 

in their own right. In addition, little research has been undertaken on issues relevant to
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management control system choices and performance of international joint ventures. 

This is so despite a general recognition of

(i) the growing importance of international joint ventures, and

(ii) their distinctive features that may determine special control and 

performance evaluation issues.

This study contributes to filling in this important gap by investigating how 

parent partners control international joint ventures from a distance and the impact of 

some determinants of control and management control system choices on the 

performance of international joint ventures. The main focus of the proposed research 

will be the first of the two domains indicated previously.

Varied conceptual/theoretical frameworks used in the extant literature deal 

with broad control issues in international joint ventures. Only general propositions 

have been suggested for the development of a research framework on international 

joint venture control systems (Geringer and Herbert, 1991; Yan and Gray, 2001; 

Groot and Merchant, 2000). Drawing from these suggestions, firstly a framework will 

be developed in this study to:

(i) consider the relationship between parent control and management 

control systems in international joint ventures, and

(ii) identify domains and levels of analysis to classify the extant 

literature, and

(iii) formulate a research program, research framework and relevant 

testable propositions.

Adopting Geringer and Herbert’s (1989) three dimensions of control 

applicable to international joint ventures (focus, extent and mechanisms of control) 

the research program investigates:

(i) The influence of the following factors on focus, extent and 

mechanisms of control sought/used by parent partners to control 

international joint ventures:

a. interpartner working relationship (trust and conflict),

b. motives leading a parent partner to a joint venture,

11



c. bargaining power, and

d. parent partner’s international experience.

(ii) The influence of management control system choices on international 

joint ventures performance.

(iii) The influence of the following determinants of management control 

system choices on the performance of the international joint venture:

a. interpartner working relationship (trust and conflict), and

b. parent partner’ international experience.

These issues are investigated from the viewpoint of Australian based partners 

of international joint ventures operating outside Australia. Data is collected by way of 

survey questionnaire.

In summary, the basic research questions are:

1. How do determinants of control influence parent partner’s management 

control system choices with regard to their international joint ventures?

2. How do management control system choices affect international joint 

ventures ’performance?

3. How do interpartner working relationship and parent partner’s 

international experience affect international joint ventures' performance?

1.4 Contributions
This study makes several contributions to both the research literature and to 

practice.

First, as noted in the previous sections, researchers on international joint 

ventures, including both management/organisation scholars and accounting scholars, 

have called for further research on determinants of management control system 

choices and the effects on international joint ventures’ performance (for example, 

Geringer and Herbert, 1989; Groot and Merchant, 2000; Yan and Gray, 1994). In 

particular, some of the more recently published research has specifically called for 

and/or paved the ground for more in depth investigation on determinants of
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management control system choices (see for example Groot and Merchant, 2000; 

Child and Yan, 2003).

Reflecting the fact that research in this field is at an infancy stage (Groot and 

Merchant, 2000), most of the published research in international joint ventures 

management control system issues has used an exploratory field study methodology. 

A new body of theory is being developed and researchers and scholars have called for 

further confirmatory investigation and testing of tentative theoretical propositions (for 

example, Groot and Merchant, 2000). Despite the increasing number of published 

studies, prior findings and theoretical frameworks in this field are still largely 

untested. The cross-sectional methodology used in this study, allows a more in depth 

investigation and confirmation of findings of prior research. This methodology has 

been used for investigate similar issues outside Australia1, but not for similar studies 

involving Australian parent partners of international joint ventures operating outside 

Australia. This study, therefore, also contributes to the current state of research by 

providing confirmatory evidence in a different economic and social environment.

In addition, this study provides a more comprehensive analysis of the 

relationships between management control system and international joint ventures’ 

performance. This is achieved by extending the investigation to international joint 

ventures’ performance and investigating management control system choices on each 

of the three dimensions of control put forward by Geringer and Herbert (1989). Most 

of the published research on international joint ventures, in fact, have conceptualised 

control as one dimension only (usually extent of control) and have not investigated the 

impact of a variety of management control system choices on performance.

Second, interorganisational collaboration, strategic alliances, international 

joint ventures and similar business structures have attracted in recent years increasing 

interest in not only in academic but also in business and practitioner’s media. 

Academic journals such as Accounting Organizations and Society and Management 

Accounting Research have published and/or are planning special features on these 

issues. In Australia, the Business Review Weekly magazine (2003), the daily financial

1 For example, Norway (Mjoen and Tallman, 1997) and many cases of international joint ventures 
between USA and China (refer to Yan and Child, 2004a, 2004b, Chalos and O’ Connor, 2004, and 
other).
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newspaper the Financial Review and other practitioner and general public media have 

published special sections on international joint ventures and often write about 

interorganisational collaboration.

This is a reflection of the growing importance of this type of business 

structure. Managing a partnership, especially in international settings, is very complex 

and complicated and there is a growing call for sharing of experience and information.

The results of this study provide a contribution through better understanding of 

the appropriateness of Australian companies’ decisions with regard to controlling 

their international joint ventures and their impact on performance. This improved 

understanding of the management of international joint ventures may provide benefits 

to managers and others seeking to improve the management and performance of 

international joint ventures.

1.5 Summary
This study investigates Australian parent partner’s management control system 

choices with regard to their international joint ventures operating abroad and the 

impact of management control system choices and some determinants of control on 

the performance of the international joint venture.

The study extends the findings of prior research. The extant literature on 

international joint ventures indicates that parent partners’ management control system 

choices may be affected by relative bargaining power, motives leading a company to 

joint venture, experience in international business and/or involvement in many 

international joint ventures and the state of interpartner relationships. This study 

investigates these factors as determinants of a parent partner’s choices in determining 

the focus, extent and mechanisms of control making up the parent partner’s 

management control system to monitor their international joint ventures. The 

investigation is extended to the impact of management control system choices, 

international experience and the state of interpartner relationships on the performance 

of international joint ventures.

This thesis is organised as follows. The characteristics of international joint 

ventures, their strategic importance, distinctive features and a summary of the extant 

literature are outlined in chapter two. An international joint ventures research
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framework is developed in chapter three, where hypotheses are also formulated. The 

research methodology is outlined in chapter four. Chapter five outlines the data 

analysis and results. A discussion of the implications of empirical results is presented 

in chapter six. Finally, chapter seven includes conclusions, contributions of this study, 

its implications for the world of practice, limitations of the study and suggestions for 

future research.
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2 Literature Review

2.1 Introduction
In this chapter we review the extant literature on international joint ventures as 

an organisational form used by companies to expand their operations overseas, the 

distinctive features of international joint ventures, issues related to the control and 

management control systems of international joint ventures, issues related to the 

performance of international joint ventures and characteristics of parent companies 

related to management control system choices and performance of international joint 

ventures.

We first look at the need for modem organisations to collaborate and examine 

the general characteristics of joint ventures as a form of inter-organisational 

collaboration including the reasons leading to the formation of joint ventures and a 

typology of common types of joint ventures. We then examine and contrast the 

characteristics of international and domestic joint ventures identifying special issues 

affecting control of international operations. We continue exploring the special 

characteristics of international joint ventures by contrasting them to wholly owned 

subsidiaries and identifying distinctive features which may potentially lead to special 

control issues.

We then examine special issues affecting control of international joint 

ventures and associated management control system choices. We introduce a 

conceptual framework model to classify the extant literature on management control 

of international joint ventures and identify three levels of analysis to classify and 

review the extant literature.

In the following section we examine issues related to the performance of 

international joint ventures in three broad areas: how performance is evaluated, the 

link to management control system choices and what other factors may impact on the 

performance of international joint ventures.

Finally, we review special characteristics of parent partners of international 

joint ventures that may influence their management control system choices and impact 

on the performance of their international joint ventures.
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We conclude the chapter with a synthesis of the extant literature, a summary 

of the literature review and the indication of research opportunities.

2.2 International Joint Ventures

2.2.1 Collaboration and Joint Ventures
Increasing environmental complexity, higher degrees of market 

interrelationships, an increasing rate of technological development, the emergence of 

new developing economies, the shift from traditional national markets to global 

markets and the need for flexibility in committing scarce resources have been argued 

to create significant pressures for organisations to compete through engaging in 

various forms of inter-organisational collaborations rather than intra-organisational 

expansion (Beamish, 1988; Schillaci, 1988; Contractor and Lorange, 1988; Shenkar 

and Tallman, 1993; Mjoen and Tallman, 1997).

Figure 2.1 summarises the interrelationship of the major factors that may lead 

to networks as a mean to achieve organisational objectives. The diagram shows that, 

in accordance with traditional organisational analysis, an organisation’s strategy and 

objectives are determined by the organisation’s own internal resources (strengths and 

weaknesses) and environmental opportunities and pressures. The need to network is 

determined by the interaction of all factors.

There are many forms of networks ranging from informal to formal, short term 

to long-term and two to multiple partners. Joint ventures are a very common form of 

structured organisational networks.

Groot and Merchant (2000) provide a simple and possibly the most complete 

definition of a joint venture:

Joint ventures are separate entities owned by two or more partners, (p.
579)

In a joint venture, two or more partners enter into an agreement to form a new 

entity to undertake a given set of activities leading to the achievement of agreed 

objectives. Partners share capital, income, expenditure, profit/losses, risk and benefits 

in accordance with agreed proportions.
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Need to Network

Organisational 
Strategy and 

Objectives

Internal Resources, 
Technology and 

Expertise (Strengths 
and Weaknesses)

Relationship with 
the Environment 

(Threats and 
Opportunities)

Figure 2.1 - Factors Impacting the Need to Network

The literature reveals many motives for companies to joint venture, including 

the need to access new markets, resources or technology, share or acquire skills, 

achieve economies of scale, share risk, minimise the uncertainty of diversification, 

pool resources to undertake significantly large projects or meet competition and to 

comply with government regulation (Schillaci, 1988; Hung, 1992; Harrigan, 1985; 

Bell, 1996).

From a theoretical point of view, international joint ventures are justified as:

• Way to minimise transaction costs (Williamson 1975, 1981);

• Way to minimise the risks associated with international expansion 

(Buckley and Casson, 1996);

• Result of the recognition of ownership specific advantages which can 

be more profitable to exploit outside the firm’s domestic market 

(Dunning, 1988, 1989);

• Result of strategic behaviour (Kogut, 1988) to retain strategic 

flexibility and gain competitive advantages (Harrigan, 1985); and
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• Way to share or access resources (Bell, 1996), including learning.

The following list, compiled by Hung (1992) and reported in Groot and 

Merchant (2000), includes motives and fundamental objectives of strategic business 

alliances in order of prevalence:

(i) Gain access to local market

(ii) Become ‘global’ more quickly

(iii) Share the business risk

(iv) Overcome trade barriers

(v) Develop cultural familiarity

(vi) Minimize capital investment

(vii) Stabilize earnings 

(viii) Share regional markets

(ix) Reduce cost of product development

(x) Make use of foreign labour

(xi) Generate new ideas to stimulate internal innovation

(xii) Increase contribution to the company’s fixed investments 

(xiii) Gain political protection

(xiv) Reduce/share cost of research

(xv) Reduce competition

(xvi) Satisfy personal ambition 

(xvii) Acquire foreign technology

(xviii) Gain knowledge on how other companies manage

(xix) Circumvent investment restrictions

(xx) Integrate the company’s operations

(xxi) Make use of under-utilized equipment 

(xxii) Secure material supplies.
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Historically, the term joint venture was used in the USA to describe a 

speculative association of firms promoted to undertake very risky projects. With time 

the speculative nature of the venture became less important and joint ventures 

developed as a form of association between firms aimed at undertaking activities 

(rather than a project) in common (Schillaci, 1988).

While it is very difficult to pinpoint a precise legal definition, the legal entity 

of the joint venture was originally created in the United States to distinguish it from 

partnerships (Schillaci, 1988). Some of the major operational and legal differences 

with partnerships are:

(i) the nature of a specific venture to be achieved (once achieved could 

determine the existence of the entity itself),

(ii) partners usually being corporations rather than individuals, and

(iii) creation of an entity distinct and separated from the parent partners, 

while partners retain their own financial, operational and legal 

autonomy.

Different partner’s characteristics, motives, strategies or objectives, different 

types of project to undertake or ventures to achieve, characteristics of the environment 

in which the new entity will operate and the type of resources made available by 

parent partners, are some of the features that give rise to different forms of joint 

venture collaboration. Table 2.1 shows some of most widely accepted classifications, 

together with their main characteristics and features.

In summary, joint ventures are a common form of interorganisational 

cooperative collaboration. The main distinguishing characteristic of joint ventures is 

the creation of a separate entity owned by two or more partners who keep their own 

financial, operational and legal identity and autonomy. The new entity is the result of 

the parent partner’s determination to engage in a collaboration venture, it is not just an 

investment. Many motives lead companies to joint venture. Usually the motives of 

each partner are different and on many occasions may even be conflicting. 

Nevertheless, the decision to form a joint venture certainly deriving from the 

realisation of each partner that despite conflicting goals, the benefits of collaboration 

may outweigh the costs. Joint ventures can be classified into different types according
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to their legal or organisational features, location and nature of project/activities. We 

now turn our attention to the distinctive characteristics of international joint ventures.

Table 2.1 - A Typology of Joint Ventures
Type of Joint Venture 

Equity joint venture

Operational joint venture
Ad-hoc/instrumental joint 
venture
Voluntary joint venture 
Imposed joint venture 
Domestic joint venture

International joint venture

1st level joint venture 
2,u! level joint venture

Horizontal joint venture 
Vertical joint venture

Private sector joint venture

Main Characteristic(s)
Joint venture created as independent legal entity 
Capital subscribed by partners 
Board of directors 
Longer-term ventures
Organised around longer term projects or set of activities
Organised around specific project and dissolved on 
achievement of objective(s)
Chosen by partner as a result of strategic plan 
Usually by government regulation
All parent partners headquarters located in the same country 
and joint venture operating in the same country
At least one parent partner headquarters located in a foreign 
country
Parent partners are independent companies
Parent partners may include companies with similar interest 
or complementary resources already joined in a 1st level 
joint venture
Operating in the same industry/product of parent partners
Operating at different levels of supply/marketing chain of 
parent partners
Parent partners are independent private or public companies

Public sector joint venture At least one parent partner is a governments or a
government entity

Derived from Berg, Duncan and Friedman, 1982; Schillaci, 1988.

2.2.2 Distinctive Characteristics of International Joint Ventures

In this section we examine the features and characteristics that distinguish 

international joint ventures. The section is divided in two parts. In the first part 

international joint ventures are contrasted with domestic joint ventures and in the 

second part with wholly owned subsidiaries of multinational organisations.

2.2.2.1 International Joint Ventures Vs Domestic Joint Ventures
Joint ventures formed by companies originating from the same country and

operating in the same country of the parent partners are defined as domestic joint 

ventures. When parent partner’s headquarters are located in different countries or the
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joint venture has a significant level of operations in more than one country the joint 

venture is considered international (Groot and Merchant, 2000).

International joint ventures have increasingly become one of the most 

important organisational forms of international networks1. More specifically, 

multinational corporations use international joint ventures as an important strategic 

option for pursuing international strategies (Harrigan, 1988a and 1988b; Hergert and 

Morris, 1988; Geringer and Woodcock, 1989; Geringer, 1991; Parkhe, 1993b), 

especially in countries where joint ventures are a regulatory condition of entry to 

domestic markets (Beamish and Banks, 1987; Geringer, 1991). From a strategic point 

of view, international joint ventures are not only used to exploit peripheral markets or 

technologies, but are perceived as critical elements of an organisation’s business 

networks, as strategic weapons for competing within core markets and technologies 

(Harrigan, 1987a), and as a way of facilitating inter-organisational learning (Buckley 

and Casson, 1988; Hamel, 1991; Makhija and Ganesh, 1997). In addition, successful 

international joint ventures create synergies and enhance economic rents to the 

partners resulting from risk reduction, economies of scale and scope, production 

rationalisation, convergence of technologies, and better local acceptance (Harrigan, 

1988a and 1988b; Hennart, 1988; Parkhe, 1993b). International joint ventures, 

therefore, represent an effective way for multinational organisations to compete 

globally and to cope with the increasingly competitive and technological challenges of 

the globalisation of world's economies (Perlmutter and Heenan, 1986).

While conceptually similar, domestic and international joint ventures exhibit 

different characteristics that may give rise to different control issues. Differences may 

also be found where international joint ventures are formed by partners located in 

and/or operating in developing countries as opposed to developed countries. Table 2.2 

summarises the main characteristics of international and domestic joint ventures in 

developed and developing countries noted in the current literature.

1 Specific arguments and empirical evidence on the diffusion and characteristics of modern 
international joint ventures have been reported in numerous studies and books including Ho. 1990; 
Harrigan, 1986, 1987a, 1987b, 1987c; Bell, 1996; Chan, 1995; Chen and Boggs, 1998; Dolan, 1993a, 
1993b; Kim, 1996; Leung, 1997; Miller, Glen, Jasperscn and Karmokolias, 1997; Newburry and 
Zeira, 1997; Yu and Tang, 1992; Zahra and Elhagrasey, 1994; Van Sluijs and Schuler, 1994; Fey, 
1995, 1996; Anderson, 1990; Geringer and Woodcock, 1989; Schillaci, 1988.
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Table 2.2 - Main Characteristics of International and Domestic Joint Ventures
Domestic Joint Ventures International Joint Ventures

Developed
Countries

Likely to provide for equal 
relationship of partners
Longer lasting
Lower level of uncertainty
Lower level of conflict due to 
cultural/social barriers

Likely to provide for equal interest of 
partners
More probability of integration
Likely to be formed to meet increasing 
global competition
Greater challenge and uncertainty
Greater cultural/social barriers

I II

III IV

Developing
Countries

Not very common due to lower co
operative culture
Used to undertake complex projects

Increasingly developing
Likely to provide for unequal resource 
contribution
Likely to lead to de-facto dominant 
partner
Used by foreign partner as a way to enter 
new markets
Used by local partner as a way to acquire 
knowledge/technology
Greater chance of conflicting
goals/objectives.
More likely to be imposed by 
government regulation
Greater challenge and uncertainty
Greater cultural/social barriers

Cell III in Table 2.2 shows that domestic joint ventures between firms from 

developing countries are less frequent and generally motivated by the need to put 

together experience and resources to undertake complex and/or major projects. On the 

contrary, as shown in Cell I, joint ventures are much more frequent and common in 

developed countries, where organisations join resources and experience to overcome 

each other’s weaknesses and to share risk. Here the partners generally have equal 

shares (even if one partner may dominate the joint venture) and the collaboration may 

last longer. International joint ventures in developed countries (Cell II) are also quite 

common and usually motivated by the same reasons as domestic joint ventures. 

Acquisition of new markets, use of primary resources and some government 

regulation are additional reasons to form international joint ventures. Similarly to 

domestic joint ventures, partners generally exercise similar levels of control. Cell IV 

shows the increasing trend of international joint ventures between companies 

originating from developed and developing countries. These are generally generated 

by government regulations imposing the joint venture business structure to companies
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wishing to enter developing country markets. In this way it is hoped that local firms 

may gain experience, knowledge and technology leading in the medium/long term to 

independent operations. More significant economic, cultural and social differences are 

likely to give rise to special control issues. While government regulations may 

provide for equal legal shares in the joint ventures, actual resource contribution and 

other factors may determine a de-facto dominance by one partner.

A review of the literature suggests that international joint ventures, similarly to 

other international operations, face greater challenges than domestic joint ventures 

(Groot and Merchant, 2000). These include the difficulty faced by parent partners in 

monitoring operations in settings they are not familiar with, physical distance 

compounded (sometimes) by time differences, cultural barriers, social barriers and 

human resource and employee relations differences (Child and Faulkner, 1998).

In summary, international joint ventures are becoming more frequent and an 

increasingly important form of international collaboration. International joint 

ventures, similarly to other fonns of international operations, exhibit different 

characteristics than their domestic counterparts that may give rise to special 

management control issues. In the next section we look at the differences between 

international joint ventures and other international organisational forms such as 

wholly owned subsidiaries.

2.2.2.2 International Joint Ventures Vs Wholly Owned Subsidiaries
The extant literature suggests that joint ventures are different from wholly 

owned divisions/subsidiaries; joint ventures being a form of collaboration with 

multiple (often unrelated) parents. Loss of operating autonomy (Groot and Merchant, 

2000) and management cultural and social differences are therefore very likely. In this 

section we review some of the differences and conclude by identifying further 

distinctive features of international joint ventures which may impact on management 

control systems.

Joint ventures are the result of a decision of a company to collaborate with 

other partners. Collaboration involves constant negotiations leading to compromise on 

how to share power and control. Contrary to joint ventures, the decision to fonn (or 

acquire) a wholly owned subsidiary is not subject to negotiations with other partners
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nor is limited by the presence of contractual and other management sharing 

provisions.

Joint ventures have at least two parent partners. The multiple ownership nature 

gives rise to complex control, reporting and loyalty issues from both the joint venture 

and parent partner’s points of view. Contrary to wholly owned subsidiaries, control 

over a joint venture is to be shared and one partner may never gain total control. 

Reporting and loyalty within the joint venture is also different from the more 

straightforward wholly owned subsidiary-parent company relationship. Joint venture’s 

reporting and loyalty needs to be balanced to the information needs and the 

desire/ability to control of each partner (Schillaci, 1988). Special cooperation from the 

partners and great expertise from accountants (Morris, 1998) is also required to 

produce meaningful and timely information suited to individual parent partner’s 

information needs.

These problems are compounded when dealing in an international setting, 

where relationships between local and foreign partners are further complicated by 

government regulation, language and cultural differences and physical distances. The 

extant literature provides significant examples of the differences between international 

joint ventures and wholly owned subsidiaries and their implications for management 

control and performance evaluation. Anderson (1990), for example, notes that due to 

conflicting goals and objectives of parent partners, joint ventures may be faced with a 

dual-reporting dilemma: what is good for one parent partner may not be relevant to 

the other. She also notes that joint ventures are likely to develop expertise and know 

how not available to any parent partner and not as easily transferable as in the case of 

wholly owned subsidiaries. Thus, from a parent partner’s point of view, there is a 

higher level of risk and uncertainty in dealing with joint ventures rather than wholly 

owned subsidiaries.

Many studies have confirmed that different and sometimes conflicting 

strategic objectives and interest motivate parent companies to form an international 

joint venture (Anderson, 1990; Yan and Gray, 1994; Fey, 1995, 1996). For example, 

multinational Finns may form joint ventures primarily to penetrate new markets, while 

a local partner’s motivation to collaborate could be the desire to access advanced 

technology and know-how. The joint venture, therefore, would be faced with dual

25



strategy and the associated loyalty, control, reporting and performance evaluation 

issues. Wholly owned subsidiaries, instead, are less likely to have conflicting goals.

Many writers recognise that the organisational politics of collaborative foreign 

operations are usually more complicated than domestic business due to language, 

physical and cultural distances and the presence of multiple partners. International 

joint ventures may therefore exhibit a higher level of risk and Anderson (1990) notes 

that they may be viewed as outsiders by parent companies and thus more likely than 

wholly owned subsidiaries to be blamed as the cause of failure and losses.

In contrast to wholly owned subsidiaries, parent companies may not as easily 

abandon/exit collaboration ventures in host countries due to contractual obligations 

with the other partners and/or the local government. Their presence is usually 

committed at the moment of signing for minimum periods and/or the achievement of 

tasks and/or the completion of projects.

Another major source of difference between international joint ventures and 

wholly owned subsidiaries is the rate of instability. It is widely accepted that the 

instability of international joint ventures is higher than that of wholly owned 

subsidiaries (Anderson, 1990; Yan, 1998; Chowdhury, 1992; Geringer and Herbert, 

1991). Empirical research supports the hypothesis that international joint ventures 

have shorter duration and are more unstable than wholly owned subsidiaries. Gomes- 

Casseres (1987), for example, investigated 5,000 international operations entities of 

US based parent companies and found that the instability rate of international joint 

ventures was almost double (31%) that of wholly-owned subsidiaries (16%). Kogut 

(1988) found that 32% of international joint ventures fail within 10 years of their 

formation and Geringer and Herbert (1991) found a high level of dissatisfaction (from 

37% to 70%) of parent partner’s managers with international joint ventures 

performance. Most researchers thus conclude that international joint ventures are less 

stable than wholly owned subsidiaries (Leung, 1997; Groot and Merchant, 2000). 

However, there is no universal agreement on the measures of instability. For example, 

some researchers suggest that shorter duration may be associated with natural rather 

than the forced sunset of the venture and, therefore, it should not be used as a measure 

of instability (Chowdhury, 1992). A successful international joint venture may 

become an interesting take-over object for one of the partners or even external parties.
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A short life cycle of the international joint venture in this case is not a sign of 

instability. On the contrary it would be an indication of success.

Linked to the issue of sharing management and controls is the comparative 

advantage of local partners in accessing and producing information. The advantage 

stems from cultural/language barriers faced by the foreign partner. Often, 

management information is produced by local staff who may not have the skills (and 

may not even be willing to acquire the new skills) to prepare financial and other 

information in a format suitable to satisfy the information needs of the foreign partner 

(Southworth, 1994). Such problems are not likely to be as significant in wholly owned 

subsidiaries, where parent partners would enjoy a higher level of discretion/power to 

selecting staff and/or setting reporting procedures.

2.2.2.3 Summary of the Distinctive Characteristics of International 
Joint Ventures

In summary, joint ventures exhibit distinctive and different characteristics 

from wholly owned subsidiaries. Some of these differences may have a significant 

impact on management control and performance evaluation systems and may not be 

able to be ignored by parent partners in their attempt to control joint ventures. The 

relative importance of some differences is greater when dealing with international 

settings, where additional factors also distinguish international joint ventures from 

wholly owned subsidiaries and domestic joint ventures. The following are the main 

distinctive characteristics of international joint ventures.

(i) Collaboration, not simply an investment.

(ii) Multiple parents, resulting in more complex accountability 

relationships.

(iii) Greater goal complexity, due to multiple and potentially conflicting 

parent interests.

(iv) Contractual, regulatory and informal obligations to share management 

decisions and control.

(v) Greater uncertainty due to high instability rates.

(vi) Greater risk associated with less flexibility to exit/abandon projects due 

to joint venture contractual obligations.
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(vii) Cultural/social differences complicated by the fact that local parents 

may enjoy comparative advantages due to language, social and cultural 

familiarity with the environment where international joint ventures 

operate.

(viii) Greater organisational complexity due to the collaborative, multiple 

parent partner setting.

These distinctive characteristics all result in greater organisational complexity, 

making the management of international joint ventures a particularly challenging task 

(Child 1991; Child and Markoczy, 1993; Beamish, 1993). Traditional management 

control systems, performance evaluation procedures and accounting information used 

to control and evaluate fully owned subsidiaries or short term specific project 

ventures, may not be applicable to international joint ventures (Anderson, 1990; 

Dolan, 1993a, 1993b; Luo, 1995b). There is a need to identify specific issues and 

investigate factors leading to the successful design, implementation and 

operationalisation of efficient and effective management control and performance 

evaluation systems of international joint ventures.

2.3 International Joint Ventures and Management 
Control Systems

In this section we examine the implications of the distinctive features of 

international joint ventures on their management control and performance evaluation 

systems and develop an international joint venture control framework research model 

to structure a review of the extant literature.

Management control systems are fundamental to understanding how 

organisations form, operate, prosper and decline. Researchers have cited lack of 

control as the main cause of failure of organizations and this is also true for 

international joint ventures (Geringer and Herbert, 1989; Groot and Merchant, 2000). 

Despite this realisation, the extant literature fails to satisfactorily address the issue of 

international joint ventures’ management control.

The distinctive features of international joint ventures discussed in the 

previous section may require special attention in controlling and/or setting up the 

management control system of international joint ventures. Methods and systems
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applicable to control domestic operations or wholly owned subsidiaries may not be 

applicable to international joint ventures (Anderson, 1990). Despite such important 

recognitions, the little research available appears to indicate a failure of parent 

partners to properly address such issues and thus a possible cause of the significant 

level of instability of international joint venture (Groot and Merchant, 2000).

While the extant literature shows the important implications of multiple 

parents and instability rates on control and management control systems, no 

significant contribution has as yet been made to unbundle the related complex 

accountability relationships between all actors involved in international joint ventures. 

Also, no attempt has as yet been made to classify and/or review the extant literature in 

accordance with a basic model of international joint ventures that would take into 

account management control issues affecting both parent partners and joint ventures 

individually and via their collaborative relationship. We now first develop a broad 

international joint venture control framework research model and then use it to 

classify and review the extant literature.

2.3.1 Understanding Control in International Joint Ventures

2.3.1.1 Conceptualising Control
Initial research on international joint venture’s performance and control issues 

adopted a transaction cost economics approach attempting to explain control and 

performance in terms of equity interest (Killing, 1982, 1983; Hennart, 1988; Stopford 

and Wells, 1972).

Killing (1982 and 1983) identified 3 different control configurations: 

dominant, shared and minority. Killing (1982) noted:

Dominant parent rather than shared management joint ventures are more

likely to be successful, (p. 122)

He also suggested, however, that although higher performance was associated 

with the dominant type of control, shared management was

Critical in ventures where both parents ’ continuing managerial

involvement is needed, (p. 122)

Equity alone was not the determinant of control. Early literature on joint 

ventures reported that in many cases parent partners holding minority or equal equity
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interest were in fact in a position of dominant control and that ownership would not 

make a significant impact on the general manager of a shared management venture 

(Killing, 1982).

The focus of more recent research has moved towards the influence on 

performance and management control of a wider range of variables including the 

ability of a parent partner to control critical resources and the importance of the joint 

venture to the parent partner’s strategic plan (for example, Yan and Gray, 1994, 2001; 

Mjoen and Tallman, 1997).

The results of the latter research indicate that bargaining power rather than 

equity alone determines the actual level of control exercised. Bargaining power 

provides an explanation of the process of negotiation between parent partners to 

determine how each parent will control the international joint venture and influence 

the management control system of international joint ventures (for example, Yan and 

Gray, 1994, 2001; Mjoen and Tallman, 1997).

The literature also shows that control is not static. On the contrary, it is a 

dynamic process resulting from and determined by the complex interaction and 

relationship between parent partners and the international joint venture over time. 

Again, the main determinants of shifting control are to be found amongst the complex 

set of variables comprising bargaining power. The ability of a parent partner to 

control international joint ventures may, therefore, change in line with shifting 

interest, risk, resources assigned to the joint venture, changes in the level of trust with 

the other partner and other factors.

Before proceeding further, we should attempt to define what is meant by the 

various concepts of control and management control systems. Obviously there are 

many definitions of management control system(s) but we adopt here the simple and 

broad definition used by Simons (1987) in his study of management control systems 

design under different forms of competitive strategy. Simons (1987) defines 

management control as the

Formalized procedures and systems that use information to maintain or

alter patterns in organizational activity, (p. 358)

In commenting on this definition, Simons (1987) notes that while planning, reporting 

and monitoring systems and procedures are traditionally included in such systems;
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informal control mechanisms are somewhat arbitrarily excluded. In agreement with 

Simons, we suggest that both formal and informal control mechanisms be included in 

any definition of control systems. Therefore, we define management control as the 

formal and informal procedures and systems that use information to maintain or alter 

patterns in organizational activity.

International joint ventures research has mainly looked at a subset of 

international joint ventures management control referred to as parent control. Killing 

(1983), for example, defined parent control as the amount of decision power each 

parent exercises in the daily operation of a joint venture. While this definition is 

useful, some authors suggest it may be limiting as it only focuses on operational 

controls and may ignore strategic and structural elements of control that also, similar 

to other organisations, play a very important part in international joint ventures (Yan 

and Gray, 2001). Some authors have therefore adopted a broader definition of parent 

control as the extent of influence exercised over strategic, operational and structural 

controls (Yan and Gray, 1994). However, it is suggested, this is still a limited 

definition as it does not capture individual elements of control making up an 

international joint venture complex management control systems.

Geringer and Herbert (1989) suggest that it is possible to distinguish three 

dimensions of international joint ventures control:

(i) The focus of control, that is areas of the operations of international 

joint ventures over which parent partners exercise control;

(ii) The extent of control, that is the degree to which parent partners 

exercise control over the various activities of international joint 

ventures and international joint venture as a whole; and

(iii) The mechanisms of control, that is the means by which control is 

exercised.

The authors found empirical evidence that parent partners may seek to focus 

their control over specific activities, decision or processes that they perceive to be 

crucial for the alliance’s performance or the achievement of their own strategic 

objectives. We suggest that Geringer and Herbert’s (1989) dimensions of control
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represent a valid conceptualisation of how parent partners control international joint 

ventures and should be used to develop a research model.

2.3.1.2 A Model to Classify Research on Control
A general feeling gained from a review of the literature which looks at 

management and/or parent control in international joint ventures is a potential 

confusion as to what level of analysis research has focussed upon. International joint 

venture control has not been conceptualised into various levels and a claim of 

investigating the total management control of international joint ventures cannot be 

supported by the results. It is suggested that the initial claim in the literature that it 

investigated management control of international joint ventures was misleading as the 

real focus of research was on parent partner’s control, often conceptualised as a 

dichotomous dominant/non-dominant choice. The terminology used in more recent 

research has tried to remedy this situation by claiming to focus on partner’s control 

rather than management control and very useful conceptual models have been 

suggested.

However, while both approaches to research are valid and relevant, there is 

still a great deal of confusion as to how to conceptualise management control of 

international joint ventures. As suggested earlier, this is a very complex issue, 

complicated by the interaction of multiple management control systems and only a 

multi-dimensional model can help in unbundling its complexity.

In order to conceptualise control in international joint ventures, a major issue 

is that there are at least three players: the local partner, the foreign partner and the 

international joint venture itself. There are at least two management control systems 

associated with and interacting with the management control system of an 

international joint venture: the management control system of the local partner and the 

management control system of the foreign partner. Two domains should therefore be 

considered to understand control in international joint ventures: one to represent the 

management control system of parent partners and the other to represent the 

management control system of the international joint venture. Figure 2.2 is a 

representation of a model representing the two domains of analysis.

The top part of the model represents parent partner’s management control 

systems determined by their need to control the joint venture. Motives for forming the
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international joint venture; measures of success linked to motives and desired 

objectives; desired forms of control over the international joint ventures and 

management of the relationship with other partner(s) are the main determinants of 

parent partner’s management control systems. The bottom part of the model 

represents the second domain, the international joint venture’s management control 

system.

Figure 2.2 indicates that the two management control systems conceptually 

overlap because of a parent partner’s need to exercise some direct control over the 

international joint venture or, at least, directly extract relevant financial and 

operational information. For example, control over managers could be a part of the 

parent partner’s management control system, which may be reflected in control over 

the appointment of international joint venture key personnel. Thus, as shown in the 

central part of the model, part of the parent partner’s management control is 

overlapping with the international joint venture management control system.

Two levels of analysis therefore apply to each of the two domains of control. 

The first level represents the part of the management control system aimed at directly

Domain 1
Parent

Partner’s
Management

Control
System

Domain 2
International
Joint
Venture’s
Management
Control
System

Figure 2.2 - International Joint Venture Control Framework
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monitoring the operations of the international joint venture (labelled parent partners 

monitoring of international joint ventures). The second level concerns the part of the 

parent partner’s management control system overlapping with the international joint 

venture’s management control system (labelled parent influence over international 

joint venture management control systems). The latter also represents one of the two 

levels of analysis applicable to international joint venture’s management control 

systems. The second is that dealing with the setting up and operation of other aspects 

of the joint venture’s management control system (labelled autonomous elements of 

international joint venture management control systems).

In conclusion, the model in Figure 2.2 suggests two domains of control 

represented by:

(i) the parent partners management control systems, and

(ii) the international joint venture management control system.

The model also proposes three levels of analysis and associated labels that can 

be used to understand management control systems in international joint ventures and 

add clarity to the discussion of the extant literature:

(i) parent partners monitoring of international joint ventures,

(ii) parent influence over international joint ventures management control 

systems, and

(iii) autonomous elements of international joint ventures management 

control systems.

The model is useful for two purposes:

(i) it provides a place to locate the focus of analysis of existing literature, 

and

(ii) it may be used to understand where the extant literature is lacking.

2.3.1.3 The Extant Literature
Over the past two decades, management scholars have undertaken a great deal 

of research on international joint ventures’ control and governance structures (Child 

and Faulkner, 1998; Parkhe, 1993b; Yan, 1998). The main attention has been on either 

the role of governance and control structures in international joint ventures formation
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or how management control is related to international joint ventures stability or 

performance (Yan and Gray, 1994; Yan, 1998). While the latter mirrors broader 

organizational research suggestions on how management control system design 

impacts on organisational performance (for example see Simons 1987 and 1990), the 

limitation of the extant literature is the focus on changes in the ownership control 

structure, such as control over the international joint venture’s board or the ability to 

appoint its top management team, rather than management control per se. As Yan 

(1998) states,

[M]any prior studies do not differentiate management control from 

ownership control. Others conceptually separate the two, but operationally 

use the latter as a proxy of the former, (p. 776)

Most of this research can be classified within the second level of analysis proposed in 

Figure 2.2 dealing with influence (or desired influence) of parent partners over the 

management control systems of international joint ventures.

Little research is available on the first level of analysis: parent monitoring of 

international joint ventures. Apart from some general theoretical propositions on 

performance evaluation (for example, Anderson, 1990) and a few empirical studies 

(for example, Southworth, 1994; Groot and Merchant, 2000; Chalos and O’Connor, 

2004), very little is known on the determinants of management control system choices 

of parent companies and their influence on international joint ventures performance.

Research on the third level, the autonomous elements of international joint 

ventures management control systems, has received little detailed attention. Possibly 

due to the difficulty of obtaining reliable data from the international joint ventures 

themselves, little research has been undertaken on factors influencing choices of 

international joint venture’s autonomous management control systems. These may 

include the specific features of the international joint venture organisational form, 

relationship with parent partners, cultural and social distance from parent partners, 

performance evaluation used for internal evaluation and/or reporting to parent 

partners and of the use of accounting information.

The accounting literature has indicated the specificity and growing importance 

of management accounting issues in joint ventures generally (Atkinson et ah, 1997; 

Foster and Young, 1997; Shields, 1997; Gray and Roberts, 1991; Groot and Merchant,
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2000; Haka and Heitger, 2004). However, little research has addressed these issues 

(for exceptions see Southworth, 1994; Groot and Merchant, 2000; Chalos and 

O’Connor, 2004; Firth, 1996). In the few cases where management researchers have 

looked at accounting issues they have been conceptualised in very broad terms, 

thereby treating accounting as a one dimensional variable and ignoring the complexity 

of the relationship between accounting and management control1.

In the following sections we suggest a classification and review of the extant 

literature on issues concerning management control systems of international joint 

ventures and network structures relevant to this study. The review is divided into three 

sections in line with the three levels of analysis suggested in the research framework 

model proposed in Figure 2.2:

(i) issues concerned with autonomous elements of international joint 

ventures management control systems

(ii) the influence of parent partners over the international joint ventures 

management control systems (the area of research that has produced 

the largest number of studies and investigations), and

(iii) issues related to parent monitoring of international joint ventures.

2.3.2 Autonomous Elements of Management Control Systems of 
International Joint Ventures
Little research is available on the features and issues affecting the autonomous 

elements of international joint ventures management control systems and how the 

systems operate in their own right. In this part we review two studies most relevant in 

this area.

The most comprehensive study of the implications of specific issues related to 

the international joint venture’s management control system is that undertaken by 

Schaan and Beamish (1988) on the perspective of the role of general managers of 

international joint ventures as opposed to general managers of wholly owned 1

1 For examples of the complexity of the relationship between accounting and management control, the 
reader’s attention is drawn to the seminal work of Horngren, Foster and Datar, 1997; Anthony, 
Dearden and Bedford, 1989; Merchant, 1998; Kaplan and Atkinson, 1998; Emmanuel, Otley and 
Merchant, 1992; and many other valuable textbooks, studies and essays.
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subsidiaries. The study also makes a significant contribution to the different 

characteristics of international joint ventures as opposed to wholly owned 

subsidiaries. The results are summarised in Table 2.3.

In general, the findings reported Table 2.3 confirm earlier arguments about the 

different (and more complicated) tasks faced in the management of international joint 

ventures. Differences deriving, mainly, from the need to meet expectations of two 

different parents who may even have conflicting goals. International joint venture 

managers must ensure the economic viability of the joint venture, while, at the same 

time, ensure that each partner’s expectations from the joint venture are met. The 

implications are significant and, again, call for special considerations when 

approaching related control and management control system issues.

Information on the management control systems of international joint ventures 

is also found in a study by Firth (1996), who undertook an exploratory study on the 

use of management accounting techniques in China investigating how these 

techniques have changed over time and the influence of international joint ventures in 

the diffusion of new management accounting practices within China. Firth (1996) 

suggested that until recently, management accounting information and detailed cost 

and profitability data were of limited use to the management of enterprises in China, 

as managers had few discretional decision-making responsibilities. As China moves 

toward a free market economy, it is plausible that enterprises will at least consider the 

adoption of management accounting concepts used in capitalist societies. One avenue 

for the dissemination of capitalist style management accounting practices to Chinese 

enterprises is via participating in a joint venture company with a foreign partner. The 

study hypothesised that the accounting systems employed by the joint venture 

operation will have a significant influence on the development of management 

accounting in the Chinese partner.
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In general, the results of Firth’s survey show that Chinese enterprises 

participating in foreign-partnered joint ventures made more changes to their 

management accounting systems when compared to similar Chinese companies that 

had no collaborative venture operations with foreign firms. More specifically he 

found that:

(i) The joint venture’s management accounting systems were generally 

based on the design and wishes of the foreign partner, but generally 

were less detailed than those of the foreign partners’ domestic 

accounting techniques.

(ii) The Chinese partner prior to the formation of the joint venture had less 

detailed and fewer management accounting procedures in place than 

the foreign partner.

(iii) There was a dramatic change in the techniques adopted by the Chinese 

partner in the years after the formation and operationalisation of the 

joint venture. The change was for both the type of technique utilised 

and the depth of details.

In summary, very little research is available on the operation of international 

joint venture management control systems in their own right. The most relevant 

finding of the extant research confirms the additional level of complexity in managing 

international joint ventures deriving from the international joint venture’s distinctive 

characteristics and differences from other organisational forms. However, it fails to 

fully investigate such complexity, especially with relevance to its relationship and 

interaction with the management control systems of parent partners. There is a clear 

need for more research on the autonomous elements of international joint venture 

management control systems.

2.3.3 Parent Partner Influence over International Joint Ventures 
Management Control Systems
The second level of analysis deals with issues concerning the influence of 

parent partners over international joint venture management control systems. Given 

that parent companies promote, form and own international joint ventures, it would be 

expected that the choice of the joint ventures’ management control and performance 

evaluation systems would be influenced (if not imposed) by parent companies.
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Systems that may be preferred are those with which parent companies are most 

familiar. Intuitively, these may not address the distinctive characteristics of 

international joint ventures. On the other hand international joint venture’s 

management may enjoy some autonomy in dealing with issues affecting the life of the 

joint venture as well as in dealing with the provision of information and reporting to 

parent companies. The level of autonomy certainly extends to the design and 

implementation of any part of their management control system independent from 

parent partners’ wishes and influence.

Most of the management literature on international joint ventures may be 

classified within this second level of analysis.

2.3.3.1 Parent Control
Parent control, modelled in accordance with transaction cost economics or 

bargaining power theory, is the most common starting point of the extant research. 

Researchers have focussed their attention to determinants of control and associated 

mechanisms that a parent partner may suggest (or impose) as part of the management 

control system of international joint ventures.

In accordance with the transaction cost economics paradigm (Williamson, 

1975, 1981, 1985), control in international joint ventures was traditionally modelled 

on degree of ownership as measured by relative equity holdings in the international 

joint venture. The importance of equity as a determinant control factor stems from 

suggestions that a parent’s strategic resources committed to international joint 

ventures would be protected through equity ownership (Hennart, 1988; Stopford and 

Wells, 1972). Control is determined by the level of equity holdings, composition of 

the board of the international joint venture and the appointment of key personnel. The 

main proposition is that the level of equity share is positively related to overall control 

exercised by a parent company.

This proposition has been criticised for ignoring other factors that may 

influence the level of control, such as, the ability of a parent partner to control critical 

resources and the strategic importance of the joint venture to a parent partner.

According to proponents of bargaining power theory, control of a joint venture 

would depend on several factors determined by the ability of a partner to bargain with
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another. Control over critical resources and the importance of the joint venture to a 

partner (stakes) would constitute power bases that can tilt bargaining power in one 

partner’s direction or another (Gray and Yan, 1992; Yan and Gray 1994; Mjoen and 

Tallman, 1997). These factors may provide better explanations for the extent of 

control over an international joint venture achieved by a parent company.

Blodgett (1991) indicated that government regulation, technology, local 

knowledge/marketing skills, control of intrasystem transfer and financial capital 

provided to the venture are important factors influencing bargaining power.

These factors are similar to those examined by Yan and Gray (1994), who 

found support for the propositions of bargaining power theory in a study involving 

four People's Republic of China firms’ international joint ventures with USA parent 

companies. Yan and Gray (1994) concluded that the relative level of joint venture 

partners' bargaining power has a significant impact on the pattern of parent control in 

the venture's management, which impacts on the structure of management within the 

international joint venture, which in turn affects the venture’s performance. By using 

a case study methodology, Yan and Gray (1994) investigated factors that determined 

the ability of each partner to bargain and consolidate their power base. Across the four 

case studies, Yan and Gray (1994) identified two context-based and seven resources- 

based components of bargaining power. The context-based factors were the perceived 

strategic importance of the joint venture to the overall business of the parent (as a 

measure of stakes) and the alternatives available. The resources-based components 

included technology, management expertise, global service support, local knowledge, 

product distribution, material procurement and equity.

With regard to equity levels, Yan and Gray (1994) found questionable the 

validity of previous studies that used ownership as a proxy for management control in 

joint ventures (for example, Fagre, Wells and Louis, 1982; Stopford and Wells, 1972). 

All four international joint ventures examined by Yan and Gray (1994) had two parent 

partners each holding an equal equity interest. They found balanced management 

control in only two international joint ventures and unbalanced, one-parent-dominant 

pattern of control in the remaining two. Within each joint venture, they found that the 

equity holding was consistent with only one dimension of control, board membership. 

Equity investment was a type of resource committed by the partners and as such
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constituted a source of bargaining power that in turn contributed to parent control. 

Equity structure was not equivalent to parent control.

The results of these studies suggest that in addition to equity holdings other 

factors may determine the level of management and ownership control. Legal 

ownership and board composition may not explain management control and these 

studies have indicated that parent partners seek specific controls to protect and exploit 

key resource inputs and associate a higher perception of overall control of their 

international joint ventures with higher levels of specific control resulting from their 

relative level of bargaining power. In other words they may gain overall control 

through increased bargaining power. We now review some of the main studies 

looking at the effect of equity levels and the other factors of bargaining power on 

parent control of international joint ventures.

The research program of Yan and Gray (Gray and Yan, 1992; Yan, 1998; Yan 

and Gray, 1994, 1995, 1999, 2001) represents one of the most systematic and 

insightful attempts in the management literature to analyse the parent control of 

international joint ventures. Drawing upon primarily bargaining power theory, but 

also equity share issues from transaction cost economics, they have developed a series 

of models relating bargaining power as an antecedent of parent control in international 

joint ventures and the subsequent impacts on international joint venture’s 

performance. Figure 2.3 presents their model incorporating empirical findings of four 

case studies (1994), a survey (1999a) and the formulation of new theoretical 

propositions (1999b). In brief, the model captures the main essence of parent control 

in international joint ventures and we propose that it may be used as a valuable 

starting point for the development of a theoretical framework able to capture the more 

complex issues of international joint ventures’ parent control.

Yan and Gray’s model is built around the proposition that the relative 

bargaining power of each partner is the key determinant of parent control and it 

provides an explanation of issues linked to overall parent control and its relationship 

with the performance of an international joint venture. Initially, government influence, 

as a key local institutional context, particularly in developing countries, may also 

determine some aspects of parent control; for example, regulations may specify equity 

levels between partners. However, over time parent control is almost exclusively
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determined by the interaction of parent partners. Each parent’s relative bargaining 

power may change over time and thereby induce changes to aspects of parent control. 

Parent control is therefore a dynamic process related to shifts in the relative 

bargaining power of the parent companies.

Degree of 
conflict

Interpartner

Trust

Government

Influence

Performance

Bargaining Power 
Context-based
•Alternatives 
• Strategic importance 
Resource-based 
•Capital resources 
•Non-Capital resources •Structural Control

'Operational Control

Parent Control
Strategic Control

Adapted from Yan and Gray, 2001

Figure 2.3 - A Model of Parent Control in International Joint Ventures

Yan and Gray (1994, 2001) found confirmatory evidence of variables 

determining bargaining power:

(i) context-based variables, such as alternatives available and stakes, and

(ii) resource-based variables, including both capital and non-capital 

resources.

These are shown on the left side of the model. The level of parent control 

achieved by each parent company is shown in the central box of the model. Here a 

generally accepted classification of controls as strategic, operational or structural is 

adopted by Yan and Gray. These refer, respectively, to control over the strategic 

direction of the joint venture (which may be exercised through the international joint 

venture board of directors), control over operations and activities (which may be 

exercised through appointment of key personnel) and control by means of procedures
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and routines (which may be exercised by imposing rules and regulations and limiting 

the decision power of the joint venture’s management). Each parent may try to 

exercise control over all three categories, or may be limited to only part of various 

aspects, of the international joint venture.

Finally, the achieved balance of parent control impacts upon the performance 

of the international joint venture broadly conceived as a composite of the goal 

attainment of both the parent companies and the international joint venture itself. The 

level of performance attained may be moderated or directly impacted by the level of 

trust between the parent companies and directly impacted by the degree of conflict 

between the goals of the parent companies.

Mjoen and Tallman (1997) also tested bargaining power theory propositions 

and, in particular, suggested that:

(i) greater bargaining power is generally associated with higher levels of 

equity, overall control and specific control,

(ii) control can be exercised independently from equity shares, and

(iii) control over specific activities is as crucial as overall control.

Similarly to Yan and Gray (1994), their results reject the traditional 

transaction cost approach that equity interest is the sole explanator of international 

joint ventures’ control systems. They found that relative resource input was strongly 

correlated with the relative bargaining power of a partner, thereby driving equity 

shares, control over specific activities and perceptions of overall control. Also, they 

found no correlation between equity levels and government regulation or cultural 

differences, or that the relatedness of the strategic resources of the parent and the joint 

venture drove specific control. In addition, they found that higher perception of 

overall control is associated with higher levels of satisfaction among foreign parent 

company managers with perceived levels of international joint venture’s performance.

Lee, Chen and Kao (2003) investigated the relationship between distribution 

of ownership and control and relative bargaining power of parent partners. Data was 

collected from a large-scale survey of nearly 700 international joint ventures operating 

in China. They found that differential resource contribution by parent partners 

constituted a source of influence on their ability to control the international joint
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venture. Interestingly they found that local partners controlling raw materials or 

components to be used as inputs for a joint venture business were more likely to enter 

the international joint ventures in a position of minority but exercise dominant control 

over the venture’s input resources.

Access to information and knowledge are two of the most significant 

conditions for control. Yan and Child (2004a and 2004b) investigated the relationship 

between resource contribution and information provided to the contributing parent 

partner. We now review their main propositions and findings.

Yan and Child (2004a) suggest that the right to control the design parameters 

of an information reporting system reflects the relative strengths of the capital and 

non-capital resources invested in a joint venture. In summarising the extant literature 

on international joint ventures’ information reporting mechanisms the authors 

formulated the following key constructs for their study:

(i) An international joint venture’s management exercises strategic and 

operational reporting in those areas that reflect the knowledge and 

competence shared by the parents’ companies.

(ii) An international joint venture partner’s management participation will 

strengthen its control in areas where it possesses the specific 

technological and managerial expertise required to manage the venture 

or where the parent has committed a critical quality resource that needs 

to be protected.

(iii) Capturing key information from an international joint venture will 

increase a parent’s control through heightening its awareness of 

strategic achievements, a better understanding of business operations, 

and a reduced dependency on other partners’ knowledge inputs.

(iv) The efficient use of key information reported by an international joint 

venture management will affect a parent’s ability to monitor, 

coordinate, and integrate activities within the context of an 

international joint venture management and its parents.

Yan and Child (2004a) found a significant relationship between control of 

resources critical to the international joint venture and management knowledge
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extending to strategic and operational control over the areas of the international joint 

venture where the resources are used. In other words, confirmation of findings of prior 

studies of a significant association between a partner’s resource contribution to an 

international joint venture and its ability to control the international joint venture’s 

operations.

The results of Yan and Child (2004b) also suggest that control is related to 

possession of key resources. In this case foreign partners were found to exercise 

control through the possession of unique technology resources while the local partners 

were found to exercise equal control oven human resources management even when 

holding a minority equity share.

In line with Mjoen and Tallman’s (1997) conclusion that majority equity 

ownership appeared to offer little explanation of international joint venture control 

mechanisms, Chalos and O’Connor (2004) also found that relative to partner 

knowledge dependence and specific asset investment, power conferred through levels 

of equity ownership offered little explanation of the use of international joint venture 

control mechanisms.

The evidence, therefore, supports the proposition that control is related to and 

determined by factors other than equity levels of each partner.

2.3.3.2 Motives and International Joint Ventures’ Control
Motives and objectives motivating parent partners to enter international joint 

ventures may influence control of their international joint ventures and their 

management control system choices.

Anderson (1990) suggests that different (and sometimes even conflicting) 

objectives motivate individual companies to joint venture. These could be give rise to 

different (but, to a certain extent complementary) control choices by each partner. 

Many studies have confirmed significant differences in the strategic objectives of the 

foreign and the local partners (amongst others, Anderson, 1990; Yan and Gray, 1994; 

Fey, 1995, 1996).

Yan and Gray (1994), note that multinational firms form joint ventures in 

China primarily to penetrate the local market and to pursue financial goals. To them, 

market share and profitability are important measures of venture performance. In
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contrast, for Chinese partners the overwhelming goal for cooperating with the foreign 

company was the desire to access advanced western technology. Yan and Gray (1994) 

conclude that these strongly contrasting objectives, though they may sometimes be 

complementary, give both partners strong incentives to exercise control over a 

venture's operation, as both will perceive control as the most critical means of 

fulfilling their strategic intentions. They found that in the interest of learning, the 

Chinese expected from the outset that control would be shifted from the foreigners to 

themselves over time.

Groot and Merchant (2000) investigated the link between motives and 

international joint ventures management control system choices and found some 

evidence of a relationship between parent partner objectives and the focus of control. 

As they noted, it seems logical that a link between a partner’s motives to joint venture 

and decisions on setting up a relevant management control system must exist. The 

nature of the link and its influence on controls would be determined by a wide range 

of elements, including the type of specific motives, how a partner’s objectives are 

phrased (e.g., financial/non-financial), the breadth of partners objectives for the 

international joint venture and the fit between international joint venture’s product and 

the rest of a partner's business.

Franko (1971) also found that the type of controls chosen by a parent partner 

was influenced by the strategy motivating a parent partner to joint venture. 

Specifically, he found that loose controls were used by parent partners of joint 

ventures resulting from a product diversification strategy, while tighter controls were 

used by parent partners of joint ventures used to expand the geographical reach of 

their existing products.

In a more recent study, Chalos and O’Connor (2004) concluded that partner 

differences in their perceptions of control mechanisms are determined largely by their 

respective motives. Referring to Child and Faulkner (1998) and Yan and Luo (2001) 

they suggest that this

Represents an inherent source of instability within the JV. (p.606)

They also suggest that collaborative and competitive forces will always be 

operating with a collaboration venture and the purpose of the control system is to 

manage these forces not to eliminate them.
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Finally, Yeheskel, Zeira, Shenkar, and Newburry (2001) examined the effects 

of partner dissimilarity among international joint ventures parent organisations and 

found both functional and dysfunctional effects. Dysfunctional dissimilarities 

included incompatible parents’ goals1. Opposing and different goals, however, can be 

compatible to each other and in some cases may lead to

Complementarity of needs and resources, thus creating synergies that can 
promote [international joint ventures] effectiveness. (Yeheskel et al., 2001, 
p. 96)

Parent control may therefore be influenced and determined by the type of 

motives of a parent partner to enter an international joint venture. Although 

sometimes compatible, conflicting objectives may motivate parent partners to joint 

venture. As control is perceived as critical for the achievement of specific objectives, 

parent partners will attempt to strongly influence areas of operations of an 

international joint venture strategically important to their motives. Thus parent 

partner’s motives and objectives may influence management control system choices 

with regard to their international joint ventures.

2.3.3.3 Determinants of Control
The literature reviewed in this section indicates that relative resource 

contribution, context factors, motives of parent partners and legal ownership, are the 

most significant factors determining a parent partner’s ability to control international 

joint ventures. The studies reviewed so far, however, have not explored the effects of 

these factors on choices of parent partners with regard to the management control 

system of their international joint ventures. Groot and Merchant (2000) attempts to 

overcome this limitation by investigating specific effects on various components of 

management control systems.

Groot and Merchant (2000) report the results of a large exploratory study of 

the control practices employed by partners involved in three arguably successful 

developed country international joint ventures. The authors used in-depth field study 

methodology and conceptualised control according to Geringer and Herbert’s (1989)

1 The other two dysfunctional dissimilarities were dissimilarity in parent ownership types and 
dissimilarity in parents’ reputations.
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dimensions of focus, extent and mechanisms of control. They found some control 

system similarities among the three international joint ventures, but also found 

significant differences related to the use of dispute-settling mechanisms, control focus 

(broad vs. narrow), and control tightness. Groot and Merchant (2000) describe some 

of the factors that seem to cause these differences and, thus, provide a start for a 

contingency theory of international joint venture control systems. They found support 

for the following propositions:

(i) Partners’ objectives for an international joint venture will be directly 

reflected in their international joint venture control system, and in 

particular:

a. when partners have a broad set of objectives for an 

international joint venture, their control focus will be broad;

b. when partners use an international joint venture to diversify 

their product offerings (rather than to extend the geographical 

coverage of their existing product lines), they will tend to use 

relatively loose controls.

(ii) When trust between (or among) international joint venture partners is 

relatively low the partners’ controls over the international joint venture 

will be relatively tight and the partners’ control focus will be relatively 

broad.

They also tentatively identified the following factors that may significantly 

impact on focus, extent and choice of mechanisms of control:

(i) determinants of the method used for settling disputes between partners,

(ii) the partners’ relative knowledge, expertise, and the uniqueness and 

importance of the resources they provide to the international joint 

venture,

(iii) parents’ corporate management style which, in turn, may be related to 

national culture,

(iv) partners’ need for short-term performance from the international joint 

venture, and
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(v) the partners’ ownership shares.

Groot and Merchant (2000) make a significant contribution to international 

joint venture control literature by linking partner’s objectives in forming the joint 

venture and the joint venture’s management control system focus, extent and 

mechanisms of control, and analysing the impact of specific factors on each of the 

dimensions of control. Both contributions provide researchers with an important 

starting point for further investigations.

2.3.3.4 Summary of Parent Influence over International Joint 
Ventures Management Control Systems

In summary, most of the management literature on international joint ventures 

is focused on the level of analysis related to parent partner’s influence over the 

management control systems of the international joint venture. The initial transaction 

cost approach, postulating that control could be explained in terms of equity levels 

was replaced in more recent studies by bargaining power, postulating that it is the 

interaction of many factors that determine the ability to control and by the 

conceptualisation of control as a more complex rather than dichotomous decision 

variable. Bargaining power appears to provide a more complete framework to 

research issues affecting the management control system of international joint 

ventures and the framework model suggested by Yan and Gray (1994, 1999 and 

2001), together with Geringer and Herbert’s (1989) dimensions of control (focus, 

extent and mechanisms of control), and the insights provided by Groot and Merchant 

(2000) are a very useful starting point for conceptualisation of parent partner’s 

influence on international joint venture’s management control systems and further 

research in this field. The main limitation of the body of literature reviewed in this 

section is the general conceptualisation of control as desired level of parent control. 

While this topic, per se, is quite interesting, focussing on it fails to capture the full 

extent of the complex accountability issues relevant to the management control 

systems at parent and international joint venture levels. We now turn to the extant 

literature focussing on issues affecting parent partners’ management control systems 

aimed at monitoring international joint venture’s operations.
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2.3.4 Parent Monitoring of International Joint Ventures
While there is little research on how parent companies exercise control over 

international joint ventures, issues relevant to parent control may be drawn from 

studies on international joint venture management control systems and performance 

evaluation and from related bodies of literature on performance evaluation and control 

of multinational companies.

2.3.4.1 Controlling from a Distance
Parent partners in general, but especially foreign parent partners, control 

international joint ventures from a distance. The basic elements of control are likely to 

be set from the moment in which negotiations with potential partners start taking 

place. In a paper dealing with formation of international joint ventures, Meer-Kooistra 

(1996) suggests that parent partner’s control of the joint venture is shaped as the 

process leading to the formation of the joint ventures evolves. This process is likely to 

include three phases: contact, contract and control. The features of parent partners’ 

control over international joint ventures operations are influenced by the negotiation 

process that takes place at each of the three phases.

Schaan (1988) reports findings from an extensive investigation of 23 U.S.- 

Mexican joint ventures on parent partner’s control. The study fits within the level of 

analysis reviewed in this section as it deals with issues related to how parent 

companies control international joint ventures. Schaan (1988) basic suggestion is that 

a partner may be able to control the joint venture even from a minority position 

provided they adopt the right mix of control mechanisms. Schaan (1988) specifically 

indicates that controls are located as part of parent partners or international joint 

ventures management control systems and he contributes to our understanding of the 

different types of control available to parent partners. In line with the suggestion of a 

link between lack of control and international joint venture’s poor performance, 

Schaan (1988) indicates that failure in controlling international joint ventures stems 

from the fact that managers are not prepared to spend the time and effort required to 

exercise proper control. In addition he reports that:

(i) both parent partners and joint venture managers may not have a clear 

understanding of what they expect from a joint venture and therefore 

do not focus their control needs properly,
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(ii) parent company managers devote little time to the joint venture,

(iii) control practices are too rigid and do not change as circumstances 

change, and

(iv) one of the main causes of failure is the inability to establish good 

working relationships in the joint venture, especially when results are 

not that positive.

He then reports the following mechanisms of control that, if used properly, 

may enable all interested parties to monitor developments and shape decisions 

affecting the joint venture:

(i) Board meetings

(ii) Provision for parent company services to the joint venture

(iii) Key personnel appointments

(iv) Capital budgeting and resource allocation

(v) Policies and procedures

(vi) Informal mechanisms

(vii) Integrating with the parent organisation.

Finally, his prescriptions for enhancing the likelihood of successful control 

include the need for clear policies governing parent intervention in the joint ventures 

affairs, discretion and diplomacy to be used by parent partners’ representatives, 

ensuring managers have the experience and skills required to run the joint venture, 

provide for clear formal evaluation procedures and providing clear guidelines to 

resolve dispute and disagreements.

Glaister (1995) used Geringer and Herbert’s (1989) dimensions of control to 

investigate parent partner’s monitoring of international joint ventures. The study 

examines focus and extent of control set by parent partners as part of their 

management control system aimed at monitoring international joint ventures and 

examines mechanisms of control parent partners seek to embed as part of the 

international joint venture management control system. Glaister (1995) examined a 

sample of UK joint ventures with partners from Western Europe, the US, and Japan, 

and found that dimensions of parent control of the ventures can be considered on the
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basis of focus, extent and mechanisms of control. In general, evidence from the study 

supports the view that joint venture parents seek to focus their control over particular 

decisions and activities of the venture, rather than attempting to control the whole 

venture. On the issue of parent partners influence over international joint ventures 

management control systems, Glaister (1995) found that, in general, UK parents have 

not been sufficiently active to provide for appropriate mechanisms of control to be 

embedded in the international joint ventures management control systems to ensure 

the exercise of a greater leverage of control than the other partner(s). A different 

situation was found in international joint ventures where the UK partners enjoyed 

majority equity, leading to the apparent conclusion that more control mechanisms 

ensued from majority equity holdings. Glaister (1995) also found that mechanisms of 

control imposed by a parent partner over international joint ventures did not allow for 

flexibility.

Johnson, Cullen, Tomoaki, and Bronson (2001) investigated parent company 

intervention in the management of international joint ventures. The study included ten 

international joint ventures between Japan and other countries where English was the 

primary language and collected data from both sets of partners. They looked at two 

different types of control. Direct controls exercised directly by the parent partner on to 

the international joint venture and indirect controls, that is the international joint 

venture need to consult parent partners. Where direct controls are low the 

international joint venture enjoys a high level of autonomy. High direct controls, 

instead, limit the decision making power of the international joint venture. Also high 

direct controls by one partner may determine a position of dominant control by that 

partner.

Johnson et al. (2001) suggested that there are four key antecedents to the level 

of direct or indirect control. They are:

(i) strategic importance of the international joint venture (the greater the 

strategic importance, the higher the need for control),

(ii) similarity in the lines of business of the partners (greater control if the 

parent is involved in a similar line of business as the international joint 

venture),

(iii) level of experience (high experience leads to less control), and
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(iv) international joint venture resource dependence (the greater the 

resource dependence, the higher the predicted level of control).

National culture was suggested as a mediating variable for the level and 

outcome of control. Conflict, both in terms of partner-partner and parent-local 

management, was hypothesized as the outcome of increased control (direct and 

indirect).

Johnson et al. (2001) found that direct control increased both conflict types, 

while indirect control was found to reduce conflict. They also found some moderating 

effects of culture on conflict outcomes. However, they also found that the overall 

influence on control of international joint ventures was dependent on national culture.

In an empirical study on Chinese-US joint ventures, Chalos and O’Connor 

(2004) looked at the issue of parent partner’s monitoring over the joint venture. They 

surveyed 118 foreign joint venture’s managers and 160 Chinese managers to test 

hypotheses suggesting a possible link between partner information asymmetry and 

partner contribution and the use of various control mechanisms.

In their investigation they operationalised three constructs (US partner 

knowledge, US equity ownership and asset specific investments) as antecedents to a 

range of formal and informal control mechanisms and decision making tools. These 

included: expatriate staffing, socialization practices, foreign general manager 

decision-making responsibility, parent company communications, and manager 

performance incentives.

They found partner equity ownership positively associated with expatriate 

staffing only and none of the other control mechanisms. They also found that higher 

levels of US knowledge were associated with greater US manager decision 

responsibilities as well as increased expatriate staffing. Investments in specific assets 

by the Chinese partner were positively and strongly associated with manager 

performance incentives, socialization, parent company communications and more 

Chinese manager decision-making responsibilities. US partners perceived only 

manager performance incentives to be related to their specific asset investments.

They concluded that partners have strong perceptual differences on the use of 

efficacy of various control mechanisms and thus controls were used by partners in
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different ways. For the US partner control was a means to selectively transmit and 

protect their knowledge. For the local Chinese partner control was a means to 

selectively share and protect their specific asset investments in the international joint 

venture. A clear support to the proposition that control is related to resources 

contribution.

In another empirical study Maitland, Morgan and Nicholas (1999) investigated 

entry decisions, partner’s selection, negotiations, operations and performance of 

Australian firms in China especially when entering by way of international joint 

venture. Drawing their data from a mail survey of Australian companies engaged in 

long term contractual arrangements in China, the authors provide very interesting 

findings on both motivations and operations of international joint ventures.

With regard to control, they found that a majority of Australian partners 

appointed international joint ventures general managers and in most cases had equal 

or majority control of international joint venture boards. These controls were sought 

to counter the Chinese comparative advantage in communicating with local suppliers, 

logistic providers and workforce. Both formal (usually on a monthly basis) and 

informal reporting (usually on a daily basis) systems were widely used by Australian 

partners. Informal feedback and reporting was also facilitated by frequent visits of 

headquarter managers and the appointment of experienced international operations 

managers.

Based on research findings, Child and Faulkner (1998) indicate policy 

suggestions to aid parent partners willing to form joint ventures in China. The 

following recommendations are made (p. 202):

(i) Acquire majority equity (preferably 75%) to control the joint venture 

strategic directions.

(ii) Do not rely on legal rights embodied in the contract as a substitute for 

other fonns of control.

(iii) Involve foreign staff in contractual and non-contractual tasks.

(iv) Focus control in key areas of the business and where foreign expertise 

and experience are paramount.
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(v) Use all powers and rights to control embodied in the contract but not in 

a confrontational manner.

(vi) Send high-level experienced staff to manage and/or visit the venture.

2.3.4.2 Bargaining Power
The literature on parent’s monitoring of international joint ventures appears to 

suggest that relative resource contribution and other dimensions of bargaining power 

may influence parent partners’ management control system choices. However, it must 

be noted that relative resource contribution may not be constant over time. Learning, 

for example, may contribute to shifting knowledge and relative resource contribution 

by each partner giving rise to new levels of bargaining power.

An additional set of issues, therefore, deals with anticipated and realised 

bargaining power. Figure 2.4 is a model of the relationship between anticipated 

bargaining power, management control system and realized bargaining power. The 

model is adapted from Makhija and Ganesh (1997) and adopts some of their 

definitions and, in particular, the determinant role of parent partner’s learning in 

shaping realized bargaining power. Makhija and Ganesh (1997) define:

(i) asymmetry between partners as the perception of one partner that the 

other partner has resources and capabilities that it does not have, and

(ii) need requirements of the partners as the belief that access (through 

internationalisation) to the other partner’s resources and capabilities is 

considered vital for its future needs.

It is this asymmetry-need configuration that determines the anticipated 

bargaining power of a partner and, therefore, influences the setting up of appropriate 

control mechanisms within the management control system at both parent partner and 

international joint venture’s level.

Over time, however, each partner learns from the other’s capabilities and 

resources made available to the international joint venture and gain therefore new 

bargaining positions in the international joint venture, defined as realised bargaining 

power (empirical evidence in this regard was found by Groot and Merchant, 2000; 

Lyles and Salk, 1996). Realized bargaining power in turn determines a reshaping of 

management control systems.
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Figure 2.4 - Learning-Control Model

The actual level of learning is determined by:

(i) a partner’s ability to learn,

(ii) the nature of the learning process, and

(iii) the management control system of both international joint ventures and 

parent partners.

As shown in Table 2.4 individual control mechanisms may facilitate or hinder 

the ability to transfer information and/or knowledge. Each partner may therefore take 

into consideration the effectiveness of individual control mechanisms in transferring 

specific information and/or knowledge in seeking their inclusion as part of the 

international joint venture management control system.
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Table 2.4 - Learning, Capability Transfer and Control Mechanisms

OJD-a
_!U

£oc
X
•—o

High

Low

Nature
of

Learning
Lower-
Order

Learning

Higher
Order

Learning

Examples of 
Capability Transfer

Capital and assets

Raw materials

Regulatory Permits

Use of Partner's: 
Distribution Channels 
Patents and Licenses 
Skilled Personnel

Incremental
innovation:
Refinement of 
existing product and 
technology

Internationalisation of 
Partner's 
Manufacturing 
process
Government Relations 
Marketing know-how 
Management process

Extensive innovation: 
New technological 
breakthroughs_______

Nature of Appropriate Control 
Mechanisms

Contracts
Structural Grouping and 
Departmentalisation
Formal authority relationship
Standardised Procedures and 
Rules
Planning and Budgeting 
Supervision
Performance evaluation 
Teams and task forces
Meeting and organized personal 
contact
Transfer of managers/lateral 
movements
Rituals, traditions and 
ceremonies (reinforcing shares 
objectives and norms
Networking and other 
socializations processes 
(reinforcing shared values and 
benefits)

Formal

eo
U

z

Informal

Source: Makhija and Ganesh (1997)

The relationship and influence of anticipated and realised bargaining power on 

management control system choices are shown in Figure 2.5. Perception of 

anticipated bargaining power influences a parent partner’s choices on management 

control system aimed at monitoring its international joint venture. Such choices will 

affect the learning process of each partner. Over time, learning may determine a shift 

in a parent partner’s relative bargaining power and therefore its perception of realised 

bargaining power that, in turn, may influence its management control system choices. 

A dynamic process likely to continuously take place while a parent partner is involved 

in an international joint venture.
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Figure 2.5 - Influence of Anticipated and Realized Bargaining Power on 
Management Control System Choices

2.3.4.3 Summary of Parent Monitoring of International Joint 
Ventures

The studies reviewed in this section represent the most significant contribution 

of the extant literature to our understanding of parent partner’s monitoring of 

international joint ventures. The most evident conclusion is the limited amount of 

research undertaken and the ensuing need to better understand how parent partners 

control international joint ventures from a distance. It may be argued, however, that 

where it is difficult to monitor operations control from a distance can be simply 

exercised through performance evaluation mechanisms, that is by monitoring that 

goals and objectives are being achieved. There is a significant amount of research on 

performance evaluation of joint ventures and international operations in general. 

Some of the findings and propositions may also be applicable to international joint 

ventures and, in particular, to how parent partners control international joint ventures 

from a distance.

The most significant and relevant contributions from these bodies of literature 

are reviewed in the next section.
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2.4 Performance of International Joint Ventures
In this section we review the extant literature on performance and performance 

evaluation of international joint ventures. We start by reviewing issues related to the 

performance evaluation of international joint ventures. We then review related bodies 

of literature on performance of international operations through fully owned 

subsidiaries to draw suggestions that may aid in understanding the complexity of 

evaluating the performance of international joint ventures. We conclude this section 

by considering the use of accounting and the impact of control and management 

control system choices of international joint ventures on performance.

2.4.1 Evaluating the Performance of International Joint 
Ventures
The choice of an appropriate performance evaluation system, able to capture 

and fully match all performance indicators relating to the achievement of an 

organisation’s goals and objectives is one of the most important and difficult issues of 

contemporary management accounting research (Atkinson et al., 1997; Foster and 

Young, 1997; Shields, 1997). The following are only some of the many propositions 

widely accepted by contemporary management accounting scholars.

• There is no superior solution or unique answer to the quest for the “one 

best way” to evaluate performance (Emmanuel, Otley and Merchant, 

1992).

• Each system should fit the circumstances in which an organisation 

operates (Otley, 1980; Otley and Berry, 1980).

• An effective system is one able to measure what it intends to measure 

(Merchant, 1998).

• What you measure is what you get (Kaplan and Norton, 1992).

• Performance evaluation cannot be limited to financial measures only 

and a more comprehensive set of measures is fundamental (Kaplan, 

1983, 1984; Kaplan and Norton, 1992).

These propositions and issues become even more complex when related to 

organisational forms such as international joint ventures operating in unfamiliar and 

unpredictable environments. Thus there is a need to consider the use of a wide range
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of performance indicators able to link an organisation’s strategic determinants and its 

performance incorporating different performance measures, both accounting and 

market based (Seth, 1990), financial and non-financial and to resolve the issue that 

different types of measures may lead to different conclusions.

Anderson (1990) looked at joint ventures, especially in international settings, 

to answer two research questions:

(i) How does business currently evaluate the performance of joint 

ventures?

(ii) How could they do it better?

The first question was investigated by reviewing press databases for 

information on joint ventures. Anderson (1990) found a significant number of articles 

on the reasons and experiences of joint ventures, but very little information on joint 

ventures’ performance evaluation systems. Anderson (1990) noted that attention 

appeared to be directed more towards the possibilities of joint ventures rather than 

their results.

On the second question, Anderson (1990) extensively examined the issues 

involved in building an appropriate evaluation model. She noted that even though 

companies realise that conventional perfonnance methods are not appropriate to 

evaluate most international joint ventures, they often lack operationally feasible 

alternatives and resort to replicating performance systems used in the parent partner or 

used to evaluate wholly owned subsidiaries. Anderson (1990) suggested that:

(i) when risk and uncertainty are high as in joint ventures, profitability 

measures are poor indicators of the joint venture's value, and

(ii) given that joint ventures are dynamic organisations there is a need for 

perfonnance evaluation criteria to change over time.

For these reasons, Anderson (1990) suggested that it is useful to classify 

performance measures along a continuum ranging from input to output measures 

(Figure 2.6) and determine the relevant combination of evaluation criteria after 

positioning international joint ventures in terms of business operations using an 

adaptation of Ouchi’s (1979) quadrant model. She also suggested that international
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joint ventures should be evaluated primarily as stand-alone entities seeking to 

maximise their own performance.

Input The State of the Venture Organisation
Harmony among partners 
Morale 
Productivity
Financial Resources indicators 
Adaptiveness

Innovativeness

Learning
Unfamiliar market 
Unfamiliar technology

Marketing Intermediate Variables
Relative product quality 
Relative price

Marketing measures of Performance
Market share 
Customer satisfaction

Financial Measures of Performance Shorter Term
Profit rate orientation
Cash Flow

Adapted from Anderson (1990)

Figure 2.6 - The Input-Output Continuum

Geringer and Herbert (1991) also noted that although international joint 

ventures were increasing in frequency and strategic importance, efforts to identify 

variables associated with their performance have been constrained by disagreement 

concerning appropriate performance measures and methods. Reviewing the relevant 

literature, they indicated that some early studies used financial indicators such as 

profitability, growth and cost position, while others used objective measures of 

performance such as survival, duration, instability of ownership and renegotiations of 

the joint venture contract. Geringer and Herbert (1991) argued that objective and 

financial measures of performance may not always be appropriate because most of the 

relevant information and data are not reported or published as returns from joint 

ventures to parents are generally internal and, in some cases, not able to be financially

Output
“Performance” 

or “Payoff’

Longer Term 
Orientation
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measured. Subjective measures (qualitative factors) may be preferable, but due to 

their inherent limitation (subjectivity), may not always produce correct results.

Geringer and Herbert (1991) then tested several hypotheses regarding the 

reliability and comparability of a range of subjective and objective measures of 

international joint ventures performance and evaluated the relative utility of different 

data collection approaches. The data were collected in two related studies on 

international joint ventures in Canada and the US. Objective measures were found to 

be positively correlated with parent firms' reported satisfaction with international joint 

ventures’ performance and with perceptions of the extent to which an international 

joint venture performed relative to its initial objectives. The evaluation of the 

venture’s performance by one parent partner was found to be strongly correlated to 

that of the other partner and to that of the management of the international joint 

venture itself. Thus, their conclusions were that:

(i) in the absence of other performance data, the use of subjective 

measures, as reliable performance surrogates may be justifiable, and

(ii) it is appropriate to use a single parent company respondent for 

collecting performance data.

Yan and Gray (1995) suggest that there are two major problems associated 

with joint venture performance:

(i) a considerable inconsistency in terms of the key determinants of joint 

venture performance, and

(ii) the difficulty in measuring joint venture performance.

While the first problem deals with the parent partner’s choice of critical 

success factors, the second involves a clear relationship and co-operation between 

parent partners requesting the relevant information and the international joint 

venture’s management control system being able to provide it. Yan and Gray (1995) 

suggest that three problems contribute to the difficulty of measuring joint venture 

performance:

(i) Differences in whose perspective is used to measure performance. 

These may include at least three perspectives: each of (minimum) two 

parent partners and the international joint venture itself;
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(ii) Lack of consistency in the indicators used to measure performance 

(both objective and subjective, financial and non-financial, etc.); and

(iii) The need to vary how performance is measured for ventures in 

different stages of maturation.

They then suggest use of a multidimensional model of performance able to 

match performance to the goals of each of the international joint venture actors and 

able to predict potential structural changes that may be caused by each actor’s level of 

satisfaction with the international joint venture’s performance.

Luo (1995a, 1995b), in a study involving a significant number of international 

joint ventures in China over the period 1989 to 1991, found that the four performance 

measures most commonly used included two accounting based measures (return on 

investment and return on assets) and two business strategy market-based measures 

(domestic sales growth and export sales growth). The study also looked at the 

influence of a selection of variables on the performance measures and it was found 

that business strategy variables could explain 40% of the variance in profitability. In 

particular, it was found that:

• product quality, sales force and marketing, market structure and credit 

granting were strongly positively correlated to the two accounting 

performance measures,

• product quality and R&D intensity were positively correlated with the 

two market based measures, and

• size, sales force, market structure and marketing and credit rating were 

also positively correlated with domestic sales growth.

Zhao and Culpepper (1996) undertook an empirical study of performance 

criteria used by Chinese and US parent managers for China-based joint ventures. The 

results showed a significant overlap in performance criteria used, especially with 

regard to the importance attached to financial profitability, Chinese market 

development, and marketing criteria. Differences, instead, were found in the 

importance attached to technological, quality control, human resource and relational 

criteria.
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In a study involving international joint ventures between Russia and several 

developed countries, Fey (1995) found a heavy reliance on financial profit as a 

measure of performance for the joint venture and the Russian partner, while market 

penetration was the determinant factor for the western partner. Fey (1995) also found 

that the local partner’s reliance on profitability issues increased over time, possibly as 

a reaction to the feeling that the joint ventures had become more established 

organisations. In a subsequent article, Fey (1996) reported that the most important 

determinants of success of international joint ventures in Russia (in order of 

importance) were:

(i) Trust between the two parent partners;

(ii) Trust between the Russian parent and the joint venture;

(iii) Partners involvement in the joint venture as a long term commitment; 

and

(iv) Joint venture’s workers empowerment.

In summary, a significant amount of research on the performance of joint 

ventures in general and international joint ventures in particular has been undertaken 

over the last 20 years. The studies reviewed included both theoretical prescriptions 

and recommendations and empirical evidence. The results aid our understanding of 

parent partner’s monitoring of international joint ventures from a distance. In general, 

it is very difficult to select a performance evaluation system able to capture the 

achievement of international joint venture’s goals and objectives given the greater 

uncertainties and complexity of their operations. The literature supports this by 

providing some evidence on:

(i) The existence of differing interests and therefore differing critical 

success factors used by the various actors in international joint 

ventures, especially between developed and developing countries;

(ii) The need to establish flexible performance evaluation systems able to 

adapt to changing circumstances;

(iii) The need to use non-financial indicators of success; and

(iv) The need to adopt a longer-term orientation.
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2.4.2 Evaluating International Operations
Another body of literature relevant to how parent companies monitor 

international joint ventures is that on performance evaluation of foreign subsidiaries 

of multinational corporations. While we have noted the differences between wholly 

owned subsidiaries and international joint ventures, some of the issues and 

dimensions of performance such as distance from parent company, difficulties 

associated with operating in unfamiliar uncertain environment, currency translation, 

etc., are similar to both organisational forms.

Borkowski (1993) suggests that while obvious difficulties are noted in 

performance evaluation in general, these are compounded when evaluating 

performance in an international setting. Reasons for this include differences between 

the parent and international subsidiary settings in terms of economic, political, 

cultural and operating environment. Differences in how managers of domestic and 

international subsidiaries are evaluated, therefore, should be expected. However, prior 

research found little evidence of differences between performance evaluation of 

domestic and international managers (amongst others; Mauriel, 1969; Robbins and 

Stobaugh, 1973; Morsicato, 1980; Abdallah, 1984). Earlier studies found a wide use 

of traditional financial measures (ROI, return on sales), while more reliance on 

budgetary comparison was found in later studies. Choi and Czechowicz (1983) found 

that performance evaluation was designed to maintain segment profitability rather 

than assessing the manager. However, criteria used to evaluate the manager were very 

similar to those used for the segment, giving rise to inappropriate performance 

evaluations. Abdallah (1984) also warned of the dangers of incorrectly evaluating the 

performance of international managers and recommended a separate segment 

evaluation from that of the manager as there are many factors affecting the 

performance of an international subsidiary that are outside the control of the manager.

Thus, Borkowski (1993) argues that a challenge for management accounting 

was to develop a new framework for performance evaluation as:

Multinational enterprises may have relatively little influence or no direct 
control over their environmental factors. Therefore a multinational 
enterprise needs a separate set of performance measurements for planning, 
control and evaluation of its internal performance, one which is 
substantially different from the set utilised by the domestic enterprise, (p.2).
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Borkowski (1993) surveyed 247 US companies involved in international 

transfers and found that:

(i) Contrary to prior research, evaluation processes do differ between 

domestic and international managers both in terms of relative 

importance assigned to each criterion and the absolute importance of 

secondary criteria.

(ii) ROI is not the primary measure for either manager type, but was more 

important for the evaluation of domestic managers.

(iii) Adherence to budgets was not a primary criterion in performance 

evaluation of international operations.

Euske, Lebas and McNair (1993) designed a study to develop an overview of 

existing performance management practices in multinationals. Performance 

measurement systems used by top performing organisations in the US and Europe 

were explored to determine to what extent the customer perspective and the tenets of 

the continuous improvement philosophy were present. The findings supported the 

partial diffusion of customer-based measures, such as quality and responsiveness, as 

well as the separation of the operational and financial control systems in the sites 

studied. It appears that site managers operate as a hinge within the existing 

performance measurement system, buffering the operational core of the organisation 

from the financial goals established at the coiporate level. Euske, Lebas and McNair 

(1993) results suggested that performance measurement systems do reflect the 

strategic objectives of a firm under stable operating conditions.

All of the above findings provide important implications in shaping the way 

parent companies may control international joint ventures. As stated earlier, in 

international joint ventures the difficulties related to international performance 

evaluation are compounded by the presence of multiple partners and possible 

conflicting goals. Again, to achieve efficient and effective control, it may be 

necessary to design systems able to address the special issues here reported and match 

the distinctive characteristics of international joint ventures.
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2.4.3 Accounting and Performance Evaluation of International 
Joint Ventures
The literature reviewed so far has provided some indications of issues related 

to the use of accounting information to evaluate the performance of international joint 

ventures. Accounting plays a fundamental part in generating the information used to 

evaluate organisational performance and thus in shaping the design and operation of 

management control and performance evaluation systems. The issues associated with 

the use of accounting information for this purpose are many and complex. As noted 

earlier, despite management accounting scholars call to research accounting issues 

related to performance evaluation and control of international joint ventures (Atkinson 

et al., 1997; Foster and Young, 1997; Shields, 1997; Gray and Roberts, 1991), very 

little work has been undertaken so far. We now review a study dealing with 

accounting issues in an international joint venture operating in the former Soviet 

Union.

Southworth (1994) provides a very interesting example of the involvement of 

a western multinational company in a joint venture operating in a developing 

economy environment. The study discusses how original management information 

requirements were primarily non-financial or cash-based and how these requirements 

changed over time to become less dependent upon the specific financial accounting 

conventions adopted by the joint venture. It provides some evidence of the need for 

western accountants to assist in developing flexible management accounting systems 

for enterprises which must respond to dramatic changes in operating conditions (such 

as the republics of the former USSR making the transition from a centrally planned to 

a market-oriented economy).

Southworth (1994) reviews some of the reasons leading to the formation of 

international joint ventures, emphasising the legal requirement of the host country for 

multinationals to enter their markets by forming international joint ventures and 

providing useful insights on the need for flexible control systems able to quickly adapt 

to the changes of the joint venture (e.g. growth) and, very importantly, to the changes 

in the environment in which the international joint venture operates. The study shows 

how information requirements of the western partner changed, not only in response to 

the fact that the joint venture, over time, became more established, but also as a result 

of the Soviet Union moving from a centrally-planned to a market-based economy.
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Initially, the critical success factors for the western parent were quality of 

products and volume of production and the key performance measures were non- 

financial. Later, the very high rate of inflation, an expanding market and increased 

channels of distribution, exposed the weaknesses of traditional cost-based accounting 

to deal with a fast changing environment. Thus, it was argued that there was a need to 

develop a flexible management information system to serve both managerial and 

financial accounting reporting needs.

While financial accounting reporting satisfied the western partner’s original 

concerns, over time it became evident that its information needs were more similar to 

those of managers rather than shareholders. The centrally controlled rigid Soviet 

accounting system was not flexible enough to provide such information and, 

therefore, the western parent requested that it be changed. However, the Soviets were 

not willing to introduce changes and to the request that two parallel accounting 

records be kept the soviet accountants replied that it was not ethical for them to 

engage in double recording and the central Soviet government threatened a KGB 

investigation. Thus, there may be a need for foreign parent partners to adopt a flexible 

management control system able to capture information relevant to control and 

performance evaluation from reports and data that may be presented in different style 

and contents.

2.4.4 Control and Performance of International Joint Ventures
One of the major problems in managing and controlling international joint 

ventures stems from the presence of two or more parents (Beamish and Inkpen, 1995; 

Anderson, 1990; Yan and Gray, 1995). Conflicts between joint venture partners due to 

incompatible management styles and approaches, differences in organisational and 

national cultures can affect joint venture performance (Killing, 1983; Ding, 1997). 

Thus, the issue of shared or dominant control (that is whether one partner has majority 

control or overall control is shared by both partners) may significantly impact on the 

design and operation of the joint venture’s management control system and/or upon 

the performance of the international joint venture.

The relationship between control and international joint ventures’ performance 

has been widely investigated in recent years and the results provide equivocal 

findings. Some researchers (Killing, 1983; Schaan, 1983; Moxon, Roehl and Truit,
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1988) found evidence to suggest that dominant control is a critical determinant of 

international joint ventures’ performance, but others found unsatisfactory performance 

associated with foreign dominant control (Beamish, 1984) or dominant control by one 

partner (Beamish, 1993).

Amongst the earlier studies indicating that shared control was problematic and 

led to inferior performance is that of Moxon et al. (1988), who investigated four 

international joint ventures between aircraft industry companies operating in 

developed countries. They found that the issue of control was most difficult in 

ventures among equals, where decisions had to be shared. Dominant partner ventures, 

in contrast, exhibited more prompt reaction and quicker decisions.

Ding (1997) also found that dominant managerial control exercised by a 

foreign partner had a positive impact on perceived joint venture performance. Ding 

looked at a sample of US-Chinese joint ventures established in China during the 

period of 1979-1989 to investigate the linkages between control, conflict and 

performance. Data were gathered through a questionnaire survey among US managers 

and personal interviews with both US and Chinese general managers in selected joint 

ventures. Data on performance, however, was only collected from US managers. The 

empirical evidence supported the hypothesis that dominant managerial control 

exercised by foreign partners was significantly and positively related to joint venture 

performance.

On the other hand, Yan and Gray (1994) and Mjoen and Tallman (1997) found 

that perceived performance was strongly and positively related to overall control, but 

that equity control was not a significant factor in explaining overall success. In 

particular, Yan and Gray (1994) found that the control-performance relationship was 

not always positive and direct. For example, while joint ventures with equally shared 

control demonstrated superior performance, no evidence was found of lower 

performance associated with dominant control. Beamish (1988, 1993) also found 

evidence to support the recommendation of shared management structure for 

international joint ventures with less developed countries.

Child and Yan (2003) investigated the impact of interorganisational learning, 

quality resourcing and control on performance of international joint ventures. They 

collected data from 67 manufacturing international joint venture between Chinese and
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foreign companies. Performance was conceptualised in terms of goal achievement and 

systems performance. They found that each of the three variables significantly 

impacted on international joint ventures’ performance and no support to the 

suggestion that dominant control by one of the international joint venture’s partners 

will lead to superior performance. On the other hand it is a combination of control 

dominance between the partners in relation to their quality resource contribution that 

determined decision-making conducive to better performance. They also found that 

experience in international business and prior involvement in international joint 

ventures also contributed to better performance but not to the extent of quality 

resource contribution. They concluded that

When resourcing is good, advantages accine from sharing control with the
Chinese partner who can assist in dealing with the complex environment.
The findings on experience and control strongly suggest that local domestic
partners can contribute valuably to international joint venture success, (p.
312)

Pangarkar and Klein (2004) considered the relative differences in international 

joint ventures partners and prior business relationship, the fit to control employed, and 

the effect on international joint ventures’ performance. They investigated 430 

Singapore-based companies that had formed at least one equity joint venture with 

other countries. Control was conceptualised in terms of control exerted over strategic 

decisions and level of equity ownership.

Pangarkar and Klein (2004) found control to be an important factor in 

determining the perfonnance of the international joint venture. However, it was 

control over strategic decisions, rather than the level of equity, that significantly 

impacted on the perfonnance of international joint ventures. They also found that 

dominant control by one partner had a significant positive effect on performance only 

where the partners had no prior business relationship.

Finally, Lu and Hebert (2005) investigated the relationship between equity 

control and international joint ventures’ performance within a transaction cost based 

contingency framework. They looked at the impact of asset specificity 

(operationalised as research and development and advertising intensity), internal 

(operationalised as industry experience) and external uncertainty (operationalised as
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cultural distance) and equity level on performance of international joint ventures 

(operationalised as international joint venture survival). Their sample included 

Japanese international joint ventures in 12 Asia developing countries. Their findings 

suggest that only in the presence of high asset specificity may high levels of foreign 

equity control lead to higher international joint ventures survival rates. In other 

conditions factors other than equity had a significant impact on international joint 

ventures’ performance. Referring to Geringer and Herbert (1989), they concluded 

that;

International joint ventures swvival is mainly a function of the fit between 
a parent’s firm strategy’ and its control structures in the international joint 
ventures, rather than solely the direct outcome of the extent of control 
exercised, (p.743)

The apparent inconsistent findings in the above studies may reflect differences 

between two different sets of joint ventures and different units of analysis. Killing 

(1983) and Moxon et al. (1988) looked at a sample of international joint ventures 

between companies operating in developed countries. Ding (1997) looked at 

international joint ventures between Chinese and US companies, but the performance 

data was collected from the US partners. Yan and Gray (1994), instead, examined 

ventures between Chinese and US companies but collected data from both the 

Chinese and US partners. Child and Yan (2003) collected data from international joint 

ventures operating in China. Yan and Gray (1994) note that in developing country 

joint ventures the management control exercised by the foreign and the local partners 

may be more differentiated and complementary, and thus less likely to prompt 

struggles and conflicts between the partners than in international joint ventures 

between developed country partners. Thus, there may be more positive relationships 

between international joint venture performance and shared management systems.

2.4.5 Interpartner Relationships and Performance
The extant literature on performance of international joint ventures has 

associated positive interpartner working relationship with a more positive perception 

of performance. Positive interpartner working relationship is linked to high trust and 

low conflict amongst parent partners.
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Many reasons are used to conceptually support this concept. For example, 

Boersma et al. (2003) indicates that trust is believed to reduce transaction costs 

because it (quoting Nooteboom, 1996);

Economises on the specification and monitoring of contracts and material
incentives for co-operation, (p.989)

Coordination is the basis of effective and efficient operations. This may be 

difficult to achieve for partners of international joint ventures, who, most likely, are 

from different social and cultural backgrounds. Reciprocal behaviour and mutual trust 

make coordination possible (Buckley and Casson, 1988).

Pearce (2001) suggests that researchers who have studied international joint 

ventures’ performance have tended to emphasise the initial conditions established by 

the parents (e.g. partner selection or the international joint ventures’ structural 

characteristics) as primary explanatory variables, to the virtual exclusion of 

management behaviour and organizational processes internal to the joint venture. 

Drawing from suggestions in the literature on the importance of building and 

maintaining cooperation between parent organizations (see for example Contractor 

and Lorange, 1988; Ranter, 1994; Parkhe, 1993b), he investigated various aspects of 

interpartner relationships in a survey of 25 USA corporations involved in international 

joint ventures. He found that the state of interpartner relationships could be used as a 

significant predictor of international joint ventures’ performance.

Pearce (2001) offers three mediating variables that link inter-parent 

cooperation and international joint ventures perfonnance: factionalism (degree of 

difference between groups), interdependence (mutual dependence to achieve 

individual goals) and influence behaviour (effectiveness of joint venture management 

decision making).

Fryxell et al. (2002), found a strong relationship between social informal 

controls and perceptions of performance in more mature international joint ventures, 

but only in the presence of affect-based trust between the partners. Maitland et al. 

(1999) also found that positive outcomes are motivated by the willingness of the 

partners to preserve the international joint venture relationship.

In summary, both conceptual arguments and empirical evidence suggest that 

there is a relationship between interpartner working relationship and performance.
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2.4.6 Summary
The literature reviewed in this section shows that performance and 

performance evaluation of international joint ventures is a complex issue. There is no 

universal agreement on how to measure performance of international joint ventures. 

The use of objective measures of performance, typical of domestic or fully controlled 

operations, may not be applicable to international joint ventures and the literature 

suggests that perceptual measures of goal achievement are widely used. The evidence 

on the use of accounting measures to evaluate the performance international joint 

ventures indicates that cultural and economic differences call for great flexibility in 

using them and interpreting relevant results. In this section we also looked at the 

impact of control and interpartner relationships on international joint ventures 

performance. The literature suggests that both control choice and the state of 

interpartner relationship may impact on performance. In the next section we review 

characteristics of parent partners that may influence management control system 

choices and impact the perfonnance of international joint ventures.

2.5 Parent Partners
Working relationships amongst parent partners of international joint ventures 

and their experience in international business and other international joint ventures are 

important factors that may influence management control system choices and the 

performance of international joint ventures. In this section we review findings and 

issues arising from the extant literature on both factors.

2.5.1 Interpartner Working Relationship
Three main factors contribute to the definition of interpartner working 

relationship: trust and conflict/disputes between parent partners and business/working 

relationships outside the international joint venture. Most of the available literature 

deals with trust as a major determinant of interpartner working relationship. 

Accordingly most of this section will review this body of literature. Some evidence is 

also available on the impact of conflict, disputes and dispute resolutions mechanisms 

and these are also reviewed at the end of the section.
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2.5.1.1 Trust
Trust is defined in many different ways. We adopt here Child and Faulkner’s 

(1998) definition where trust is a

Belief that another party’s action will be beneficial and reliable rather than
opposite, (p.53)

Trust may be an outcome or an indicator of the relationship between parent 

partners and may therefore play a very important part in parent companies control 

choices and their decisions on focus, extent and mechanisms of control to keep as part 

of their monitoring of international joint ventures. The expectation is that of an 

inverse relationship between the level of trust and the level of control sought and 

implemented (Groot and Merchant, 2000).

Different levels of trust are determined by the beliefs of individual members 

and, therefore, strictly linked to both personal and organisational factors related to the 

relationship between parent partners. Drawing from the extant literature, Johnson et 

al. (2001) considered the suggestions that:

(i) the most important outcome of exchange is the creation of trust (Blau, 

1964);

(ii) trust is essential for the development of enduring relationships 

(Morgan, 1994); and

(iii) trust facilitates constructive dialogue and cooperative problem solving.

Johnson et al. (2001) used these suggestions to test three constructs dealing 

with development of trust in international collaborative alliances between Japanese 

and US firms based on cultural sensitivity, partner similarity, and complementarity. 

They found confirmatory evidence for each of them.

Aulakh, Kotabe and Sahay (1996) indicate three interrelated roles of trust in 

international exchanges emerging from the extant literature:

(i) Trust in organisational exchanges is an important deterrent to 

opportunistic behaviour;

(ii) Trust is considered as a substitute for hierarchical governance 

(therefore as an alternative to ownership control);
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(iii) Building trust in interorganisational partnership is likely to lead to 

important market and efficiency implications.

They found confirmatory evidence of the propositions that level of trust in 

interorganisational partnerships derives from:

(i) the expectation of the duration of the venture (continuity expectation),

(ii) the willingness of the partner to change/adapt the relationship as 

circumstances change (flexibility), and

(iii) the willingness of the partners to engage in proactive provision of 

market information useful to the other partner (information exchange).

They also found confirmatory evidence of the influence of trust on 

management control system. Specifically they found support for the proposition that a 

higher level of trust is associated with process and social controls rather than output 

controls. Finally, Aulakh et al. (1996) found that trust was positively related to a 

partnership’s market performance.

Zaheer, McEvily and Perrone (1998), in a study dealing with buyer-supplier 

relationships, found that trust significantly influences inter-organizational exchange 

and that inter-personal and inter-organizational trust have different and distinct, but 

nevertheless related, effects on negotiation processes and exchange performance. One 

of the main difficulties encountered by Zaheer et al. (1998) was how to translate an 

inherently individual-level concept such as trust to the organizational-level.

Gill and Butler (1996) refer to personal and impersonal (or procedural) trust in 

international joint ventures. Personal trust is developed amongst individuals 

interacting within the same network and relies, thus, on intimate personal knowledge 

(Butler, 1983). The term institutional (or procedural) trust is used when referring to 

trust placed in institutions or set of institutions rather than individuals. Hierarchical 

rules and regulations replace the highly personal trust by relying on the ability of 

individuals to follow procedures and legal authority (Weber, 1968). Gill and Butler 

(1996) found confirmatory evidence of the interactions of personal and impersonal 

trust in joint ventures and identified features and events leading to development of 

trust (and distrust). They found confirmatory evidence for the following variables to 

be particularly significant in determining the level of trust:
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(i) initial expectations of the partners,

(ii) interdependence within the joint venture,

(iii) competition between parent partners, and

(iv) control and reporting procedures and the size of the joint venture 

compared to the parent partner.

Boersma, Buckley and Ghauri (2003) examined the emergence of trust as a 

process within international joint ventures. Referring to the extant literature they 

suggest that trust is believed to reduce transaction costs because it;

Economises on the specification and monitoring of contracts and material 
incentives for co-operation... [and] ...coordination effected through mutual 
forbearance, which in turn becomes possible where there is reciprocal 
behaviour and mutual trust, (p. 1032)

With regard to sources of trust, they indicate:

The range of motive underlying trust can range from material advantage 
and fear of sanctions to an ethical stance based on superordinate goals and 
personal emotions, (p. 1032)

They looked at three types of trust:

(i) Promissory trust, arising from the commitments and promises, explicit 

and implicit, put forward or undertaken during the negotiation and in 

the contract of an international joint venture.

(ii) Competence-based trust, the expectation that the partner will perform 

its role competently and in full.

(iii) Goodwill-based trust, the expectation that each partner will act in the 

interest of the international joint venture.

Using a case study approach, they investigated the presence and development 

of trust in international joint ventures within the following framework comprising four 

stages to developing trust:

(i) previous history (prior exchange, direct personal contact and overall 

reputation),
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(ii) negotiations (based on mutual economic advantage, management 

attitude to good faith in negotiations),

(iii) commitment (additional financial investments concomitant with 

contractual commitment), and

(iv) execution (indirect monitoring and ongoing cooperative behaviour).

Boersma et al. (2003) found that trust could be seen both as input or output at 

various stages of the process. They also concluded that;

Whereas competence-based trust starts from public information, 
promissory-based trust and goodwill trust are individually oriented and 
mainly develop through direct personal interaction ... In the early stage of 
the international joint venture, promissory-based trust predominates, and 
as the joint venture progresses, competence-based trust emerges. Goodwill 
trust is important throughout the process, (p. 1031)

Fryxell, Dooley and Cryza (2002) tested the moderating effect of international 

joint ventures’ age and partner trust on the relationship between control mechanisms 

and perception of performance of the international joint ventures. Using a survey 

questionnaire methodology they collected data from 129 US based international joint 

ventures. They found a strong relationship between formal control and perceptions of 

performance in younger international joint ventures. In more mature international 

joint ventures, social informal control played a significant part, but only in the 

presence of affect-based trust between the partners. Affect-based trust was defined as:

The belief that the international joint ventures partners will not take 
advantage of the attendant vulnerability resulting from the use of social 
control mechanism, (p. 872)

In a case study on outsourcing relationships, Langfield-Smith and Smith 

(2003) found that;

Control strategy’ adopted appeared to be a trust based pattern of control, 
rather than a market based or bureaucratic pattern, (p. 281)

They argued that the development of trust was essential to achieving control in 

the outsourcing relationship, especially in the early stage of the relationship when, due 

to task programmability and output measurability limitations, it was very difficult to 

set precise type of controls. As the relationship matured it was possible to clearly
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identify task and outcomes and therefore use formal controls. However, the authors 

found that goodwill trust continued to exist and as a matter of fact:

May even have strengthened, in the face of the development of more rigid
performance expectations and the development of contract specifications.
(p. 304)

Trust, therefore, appears to work both as a substitute of control and/or to 

complement control mechanisms in business settings where more than one party is 

involved.

As noted in the previous section, Pearce (2001) suggests that research on 

international joint ventures has tended to emphasise the initial conditions established 

by the parents rather than various aspects of interpartner relationships throughout the 

life of the venture. He offers three mediating variables that link interpartner 

relationships and international joint ventures’ performance. These are:

(i) factionalism (degree of difference between groups),

(ii) interdependence (mutual dependence to achieve individual goals), and

(iii) influence behaviour (effectiveness of joint venture management 

decision making).

As previously reported, hypotheses were tested through a survey instrument 

administered to the joint ventures’ top executive. Interpartner relationship was 

measured in terms of flexibility, information exchange and shared problem solving.

Pearce (2001) found that good interpartner relationships contributed 

significantly to international joint ventures’ performance. In particular, it was found 

that inter-parent flexibility, joint problem solving by the parent and the use of 

coalition by the international joint ventures’ staff, were significant predictors of 

international joint ventures’ performance. While one can not conclude that these 

factors alone will explain the performance of an international joint venture, the results 

of this study are very important in pointing out the role of interpartner relationships on 

the performance outcomes of international joint ventures.

Relationships with other partner(s) outside the scope of the international joint 

venture may also determine management control choices. According to Reuer (1998), 

behaviour and performance in one alliance can depend upon activity in other alliances
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in the network; that is a parent partner’s attitude towards a joint venture may be 

influenced by the wider network of relationships with the other partner. The overall 

relationship, however, may be determined by the characteristics of each partner. Luo 

(1995a, 1995b) suggests that the measurement of Strategic (absorptive capacity, 

market power, product relatedness and market experience) and Organizational 

(organizational form, number of employees, international experience and 

organizational collaborations) traits of partner characteristics are relevant in this 

regard.

2.5.1.2 Conflict
A review of the extant literature indicates that both expectation and actual 

level of disputes may influence a parent partner’s management control system choices 

(Groot and Merchant, 2000; Maitland et al., 1999). Disputes may derive from 

divergent objectives, power sharing, task interdependence, perceived inequality in 

distribution of costs and benefits, incompatible management style and different 

organizational cultures (Killing, 1983; Ding, 1997).

According to Maitland et al. (1999), the main sources of dispute between the 

partners were due to cultural and linguistic differences, different short-term 

expectations and general misunderstanding. In almost all cases, however, resolution of 

disputes was facilitated by the reciprocal desire to safeguard the relationship and in no 

cases was recourse to legal action sought.

The literature also suggests that although formal dispute settling procedures 

may be part of the international joint venture contract (for example, by providing for 

external arbitration and/or legal action), these are seldom relied upon and conflict is 

rather resolved through internal negotiations (Groot and Merchant, 2000).

2.5.1.3 Summary
In summary, the extant literature indicates that the nature of the interpartner 

relationship does play a very important role in shaping the effectiveness and 

performance of international joint ventures. It is generally understood that trust 

permeates the successful outcome of transactions involving more than one party. As 

indicated by many authors, and in particular by Langfield-Smith and Smith (2003), 

trust may even be used as a substitute for control in situations of great uncertainty or
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where task programmability is not clear or outcomes can not be measured. This is 

often the case of the operating environment of international joint ventures.

We now turn to the last section of the literature review, parent partner’s 

experience in international business dealings and prior involvement in international 

joint ventures.

2.5.2 International Experience
The extant literature on international joint ventures indicates that a parent 

partner’s experience in international business and involvement in other international 

joint ventures may be significantly related to management control system choices and 

international joint ventures’ performance.

With the term experience we refer here to previous learning. It is a commonly 

held belief that learning from experience is conducive to more effective decision

making. Also, as confirmed by organisational learning theory, previous relevant 

learning makes it easier to acquire and apply new knowledge (Cohen and Levinthal, 

1990; reported in Child and Yan, 2003).

Child and Yan (2003) note that international business venture experience 

would provide additional managerial competencies, broader strategic vision and the 

ability to better handle cultural and institutional differences. These qualities are 

necessary to face the challenge of managing the complex relationships and the 

heterogeneity deriving from a mix of corporate and national cultures typical of 

international joint ventures.

Child and Faulkner (1998) also note that interorganisational collaboration can 

enhance the ability of an organisation to accumulate knowledge on how to manage 

alliances. This knowledge will then became a valuable asset when entering into new 

alliance as

The [accumulated] collaborative know-how might be used later in the
design and management of other collaborations, (p. 298)

Thus prior international experience may increase the ability to better monitor 

and control the operations of international joint ventures.

As noted by Child and Yan (2003), in international joint venture settings the 

above expectations may also result in a higher propensity for a company to form
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international joint ventures, a more relaxed attitude to starting and managing new 

ventures and more de-facto control of the joint venture operations and outcomes.

Experience in international operations, also may be linked to better 

performance of international joint ventures. Maitland et al. (1999), in their 

investigation of international joint ventures in Asia, suggested that higher levels of 

perfonnance were achieved by international joint ventures whose parent partners had 

more extensive experience in international operations. Also Child and Yan (2003), in 

a study involving 67 Chinese international joint ventures with foreign companies, 

found that parent companies experience with international business and joint ventures 

were significant predictors of international joint ventures’ performance. They indicate 

that experience determines learning which in turn, one may conclude, improves 

decision-making. They suggest that:

Previous experience should assist companies to develop realistic 
expectations and avoid gross mistakes when establishing and managing 
further international joint ventures, (p. 288)

Lyles (1988) investigated learning processes in four international joint 

ventures: two from the US and two from Europe. She found that as parent partners’ 

experience with international joint ventures increased their attitude towards control 

became more flexible. Similar findings are reported by Yan and Gray (2001). The 

rationale behind these suggestions is that with experience parent partners gain the 

ability of making more correct decisions and therefore reduce their need for 

exercising tight controls.

Johnson et al. (2001) report that a history of involvement in international joint 

ventures:

Suggest that parent firms feel secure in committing resources to 
international joint ventures and more comfortable with the role of 
participation in international joint ventures, (p. 38)

They also suggest that prior involvement in international joint ventures 

increases the parent company ability to predict performance and therefore reduces the 

risk associated with resource contribution and increases the probability of parents’ 

goal achievement. Consequently parent partner’s need to intervene in the management 

of the international joint ventures is reduced.
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Johnson et al. (2001) tested this proposition in the earlier reported study of 

international joint ventures between ten Japanese companies and other countries 

where English was the main language. They found confirmation of the above 

proposition but only with regard to the foreign parent partners (originating from the 

Western World). They found the opposite for the Japanese parents companies. The 

more experience these companies had the more they felt they had to control their 

international joint ventures. The authors concluded that the impact of prior 

international joint ventures’ experience on control of current international joint 

ventures could vary across national cultural groups.

On the other hand, however, several studies suggest that prior experience may 

not add to successful performance of international joint ventures. These include 

Harrigan (1988b) and Barkema, Shenkar, Vermeulen and Bell (1997), who measured 

international joint ventures performance in terms of longevity. Inkpen (1995), also, 

found that prior international joint ventures experience did not benefit parent partner’s 

ability to learn from current international joint ventures with Japanese companies.

Mjoen and Tallman (1997) investigated the issue of whether international 

experience would affect a parent partner’s level of equity in international joint 

ventures. In a survey of Norwegian international joint ventures they failed to find 

support for this proposition. However, they noted that all companies included in the 

sample had extensive international experience and this might explain why the study 

could not find significant differences.

The extant literature also indicates that an organisation’s corporate culture 

may significantly influence management control choices. A major influence on 

corporate culture could derive from a parent partner’s previous experience in 

international business ventures. Glaister and Buckley (1998) noted how corporate 

culture together with national culture plays a very important role in the evaluation of 

performance. Groot and Merchant (2000) found that a parent partner management 

control system aimed at monitoring international joint ventures was influenced by 

their corporate culture that, they suggest, may be influenced by their national culture 

as well.

In summary, parent partner experience in international business and 

involvement in other international joint ventures may have an effect on both
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management control system choices and the performance of international joint 

ventures. The evidence presented in this section appears to indicate that more 

extensive international business experience and involvement in other international 

joint ventures may lead parent companies to a more relaxed approach to controlling 

their international joint ventures and may contribute to positive performance 

outcomes.

2.6 Synthesis of the Extant Literature
In this section we present a synthesis of the extant literature reviewed in this 

chapter. The purpose of the synthesis is to identify issues, suggestions and gaps in the 

literature worth of further investigation. The synthesis in organised around three broad 

areas: antecedents of control and management control system choices, management 

control systems aimed at monitoring international joint ventures’ operations and 

performance of international joint ventures.

2.6.1 Antecedents of Control and Management Control System 
Choices
The literature review reveals that initial research on international joint 

venture’s control issues adopting a transaction cost economics approach attempted to 

explain control in terms of equity control (Killing, 1983; Hennart, 1988; Stopford 

Wells, 1972). The focus of more recent research has moved towards the influence on 

management control of a wider range of variables. These include strategic objectives 

of parent partners in promoting and entering international joint ventures (for example, 

Franko, 1971; Groot and Merchant, 2000); the bargaining power of one parent 

partners relative to other partner(s) (for example Yan and Gray, 1994; Mjoen and 

Tallman, 1997; Chalos and O’Connor, 2004); interpartner working relationship, that is 

trust, cooperation and conflict amongst parent partners (for example, Groot and 

Merchant, 2000; Aulakh et al., 1996) and parent partner experience in international 

operations and prior international joint ventures (for example, Child and Yan, 2003; 

Johnson et al., 2001).

The suggestions of Groot and Merchant (2000) provide a sound basis for 

further research on the role of objectives and interpartner working relationships as 

determinants of parent partner’s management control system choices. They found that 

different objectives and different perceptions of trust in other partner(s) were
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associated with different management control system choices and they put forward 

some expected relationships worthy of further investigation. Their findings and 

suggestions are summarised in Figure 2.7.

Partner’s need 
for short term 
performance

Partner’s unique 
knowledge and 

capabilities

Partner
Management

Style MANAGEMENT 
CONTROL SYSTEM: 

Focus, Extent and 
Mechanisms of 

ControlFit between 
IJV’s product 
and partner’s 

business

Breadth of 
Partners’ 

Objectives
Pratner’s Level 

of Trust in 
other 

Partner(s)

Figure 2.7 - Factors Explaining International Joint Ventures Control System
Differences

The ability of a parent partner to control critical resources and the importance 

of the joint venture to the parent partner’s strategic plan (Yan and Gray, 1994, 2001; 

Mjoen and Tallman, 1997) have been cited as important determinants of control. 

Contrary to early investigations on the role of equity, more recent research looks at 

the role of bargaining power in determining the actual level of control exercised. 

Bargaining power appears to provide an explanation of the process of negotiation 

between parent partners to determine how each parent will control the international 

joint venture and management control system choices (Yan and Gray, 1994, 2001; 

Mjoen and Tallman, 1997).

A parent partner experience in international operations and prior international 

joint ventures is often cited as a determinant of management control system choices 

and as a potential determinant of the perfonnance outcomes of international joint
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ventures (Child and Yan, 2003). Child and Yan (2003) found a greater impact on the 

performance of international joint ventures operating in electronics (more likely to be 

involved in international operations) than on fast moving consumer goods. These 

findings suggest that companies with more extensive international operations 

experience are better prepared to deal with the uncertainties and complications of 

operating in unfamiliar (and sometimes unfriendly) environment.

The literature therefore suggests that management control system choices of 

parent partners of international joint ventures may be determined by a series of factors 

including interpartner working relationship, motives, bargaining power and 

international experience. While extensive work has been undertaken to explore the 

influence of some of these factors (especially bargaining power) on parent control of 

international joint ventures, little is available on the influence of these factors on 

management control system choices. Researchers in these areas have called for further 

confirmatory investigations.

2.6.2 Management Control Systems
The extant literature suggests that control of international joint ventures is a 

very complex issue. Control of international joint ventures can be clearly 

distinguished from domestic operations or fully owned subsidiaries (Anderson, 1990; 

Mjoen and Tallman, 1997) and requires special attention.

Geringer and Herbert (1989) provide a very useful model to aid in 

conceptualising the complex control dynamic of international joint ventures. They 

suggest that understanding of parent control in international joint ventures should 

consider three dimensions: focus, extent and mechanisms of control. Figure 2.8 is a 

graphic representation of the resulting model.

The model, either in its entirety or with regard to individual dimensions, has 

been widely used by scholars and researchers on international joint ventures (for e.g. 

see Yan and Gray, 1994; Groot and Merchant, 2000; Chalos and O’Connor, 2004). 

We now briefly review each of the three dimensions.
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Figure 2.8 - Dimensions of International Joint Ventures Control

2.6.2.1 Focus of Control
Focus of control refers to parent partners choosing to exercise control over a 

relative broader or narrower set of activities of their international joint ventures 

(Geringer and Herbert, 1989). According to Groot and Merchant (2000):

Partners can choose to have a broad control focus and attempt to exercise 
control over the entire range of the IJV’s activities, or they can have a 
narrow focus and confine their control activities to the few activities or 
performance dimensions they consider most critical, (p. 8)

The choice is influenced by many factors limiting the ability of a parent 

partner to exercise total absolute control over all activities of an international joint 

venture. The presence of another partner, limited resources, expertise, power 

relationships, contingent factors, management of the relationship with other 

partner(s), are only some examples of these constraints. The results of empirical 

studies confirm the inability of a parent partner to exercise exclusive and total control 

over all activities (Schaan, 1983; Schaan and Beamish, 1988; Geringer and Herbert, 

1989, 1991; Yan and Gray, 1994, 2001; Groot and Merchant, 2000). Thus there is a



need for parent partners to select areas of the international joint ventures’ operations 

they wish to control and where they want to exercise control: as part of the 

management control system of the international joint venture or as part of the parent 

partner’s management control system and/or as part of both.

2.6.2.2 Extent of Control
The concept of extent of control stems from organisational behaviour research 

and it refers to the centralisation or the locus of decision-making. Extent of control 

could be conceptualised as a dichotomous absolute variable (that is total parent 

control or no control at all) or as a continuous variable (that is dominant, shared or 

minority levels of control exercised over different strategically important activities). 

The literature review shows that most researchers have found support for the 

conceptualisation of control as a continuous rather than a dichotomous variable (Groot 

and Merchant, 2000; Yan and Gray, 1994). Most of the extant literature has looked at 

extent of overall control or of controls located within the international joint venture 

management control systems domain. Many factors determine the extent to which 

parent partners can exercise various controls.

2.6.2.3 Mechanisms of Control
Mechanisms of control are tools available to parent partners and the 

international joint venture management to exercise control ranging from strict rules 

and regulations to social elements. Researchers on management control systems 

suggest different classifications of mechanisms of controls and we now briefly review 

some relevant to international joint ventures.

Yan and Gray (1994, 2001) suggest that controls may be broken down into 

strategic, operational and structural. Strategic controls aim at determining and 

monitoring goals, strategies and objectives of international joint venture. Structural 

controls refer to the degree of autonomy allowed by parent partners to international 

joint venture, that is the extent to which the venture is authorized to operate as an 

autonomous unit and operational controls refer to controlling everyday operations of 

the international joint venture.

Lubatkin, Calori, Very and Veiga (1998) suggest the following classification 

applicable to mergers: structural controls, systems controls and socialization controls, 

While structural controls are defined similarly to Yan and Gray (1994), the definition
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of systems controls refers to the parent partner’s involvement with key decisions 

made by international joint ventures limiting their decision-making ability and, thus, 

increasing their level of reliance on the parent partner. Systems controls may be 

broken down into two broad categories: resource controls, or control over the ability 

of the joint venture to acquire financial and human resources, and strategic controls, 

that is control over decisions having to do with the international joint venture’s 

strategies and goals. Socialization controls refer to local informal communication 

patterns with particular emphasis on cooperation, communication and teamwork.

Bartlett (1986) also suggests that mechanisms of control can be broken down 

into three groups. The first refers to context-oriented mechanisms; informal and 

culture-based controls aimed at establishing an organisational context. Examples may 

be emphasising teamwork rather than a you and us approach or identifying staff as 

international joint venture’s employees rather than parent partner’s representatives. 

Content-oriented mechanisms are the second group and refer to direct intervention of 

parent partners through the international joint venture’s top management and board of 

directors. The third group includes process-oriented mechanisms. These mechanisms 

allow parents to exercise control from a distance, through the use of reporting 

requirements and indirect influence over planning and decision-making process. 

Accounting procedures and performance measures and criteria would be included in 

this group. Obviously, both formal and informal mechanisms of control form part of 

each group (and may be worthy of a separate classification).

Groot and Merchant (2000) suggest classifying control mechanisms according 

to the object of control and adopt Merchant’s (1998) classification of actions, results, 

and personnel/culture controls. Parent partners could ensure actions controls by 

imposing rules and procedures aimed, for example, at preserving assets, limiting 

decision-making, prohibiting the undertaking of certain courses of action. Results 

controls refer to mechanisms aimed at monitoring that goals and objectives are being 

met and may include performance evaluation and performance related rewards and 

punishment mechanisms. Personnel and culture controls include socialization and 

peer control mechanisms aimed at encouraging positive performance.

A novel classification of mechanisms of control applicable to international 

joint ventures is provided by Chalos and O’Connor (2004). In their study of US-China
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international joint ventures they classified mechanisms of control in five broad 

groups. These are:

(i) Expatriate Staffing;

(ii) Socialisation Practices;

(iii) Foreign (Chinese deputy) general manager decision-making 

responsibility;

(iv) Parent company communication; and

(v) Manager performance incentives.

Makhija and Ganesh (1997) classify control categories on a continuum 

ranging from highly formal to highly informal on the basis of the type of knowledge 

each partner seeks. They suggest that;

The more predictable, regular, and explicit the information to be 
transferred, the more formal and structural the relevant controls are likely 
to be. In contrast, the more uncertain, ambiguous, and organizationally 
embedded the information, the more informal the controls will be. (p. 517)

Fryxell et al. (2002) also distinguish mechanisms of control in a similar way as 

formal and social. Formal mechanisms include two groups: cybernetics and those 

aimed at protecting the assets of parent companies. These control mechanisms have 

two aims. The first is to detect behaviour and deal with this in a timely manner. The 

second is to reduce the potential for opportunistic use of resources contributed by a 

parent partner to the international joint venture. The authors indicate that mechanisms 

involving hierarchy, planning and reporting best fit in this group. Social mechanisms 

of control, instead, are designed to permit

The evolution and inculcation of norms and values through structured 
personal interaction and training, (p. 869)

They suggest that social control mechanisms can be very powerful as they 

ultimately give rise to ethical norms and behaviours that determine the most correct 

way of operating. Their aim is prevention through promoting cultural blending 

between managers achieved by socialization processes and training involving the 

international joint venture as a whole.
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In summary, many classifications and definitions in general not conflicting 

with each other. On the contrary, they exhibit significant similarities and where they 

differ, in fact complement each other. For example, the Fryxell et al. (2002) 

classification would include most of Merchant’s (1998) actions and results controls as 

part of formal mechanisms of control and most personnel and cultural controls as part 

of social mechanisms of control.

Table 2.5 - Mechanisms of Control
Formal Bureaucratic control mechanisms Social Promotive control mechanisms

Appointment of board of directors (Yan and 
Gray, 1994, 2001)
Ability/autonomy to make specific decisions, 
appropriation requests (Schaan, 1983).
Ability/autonomy to enter into contracts (re: 
management, technology transfer, marketing, 
suppliers, etc.) (Schaan, 1983)
Reporting structure (Schaan, 1983; Chalos and 
O’Connor, 2004)
Procedures and Routines (Yan and Gray, 1994)
Screening/approval of parent before ideas or 
projects is discussed with other parent (Schaan, 
1983)
Ability/autonomy to set objectives (Schaan, 
1983; Chalos and O’Connor, 2004)
Strategy/plan budgets (Schaan, 1983)
Ability/autonomy to make decisions (or parent 
partner’s approval required) for plans, budgets, 
(Schaan, 1983)
Appointment of executives and key personnel 
management (Yan and Gray, 1994; Schaan, 
1983; Geringer and Herbert, 1989; Chalos and 
O’Connor, 2004)
International joint venture top management 
(Yan and Gray, 1994; Schaan, 1983; Geringer 
and Herbert, 1989)

Feedback(Schaan, 1983)
Formal and informal meetings with parent 
partner (Schaan, 1983; Chalos and 
O’Connor, 2004)
Ability to set/autonomy over key 
performance goals, portfolio of business, 
key competitive strategies, administrative 
policies, major capital investments, 
recruitment and promotional policies, 
social and societal policies (Schaan, 1983, 
1988; Chalos and O’Connor, 2004)
Staffing, training programs, staffing 
services (Schaan, 1983; Chalos and 
O’Connor, 2004)
Socialization practices (Chalos and 
O’Connor, 2004)
Staff promotions and special conditions 
on bonuses (e.g. linked to parent partner’s 
performance rather than international joint 
venture’s performance) (Schaan, 1983; 
Chalos and O’Connor, 2004)

Table 2.5 provides examples of various mechanisms of control identified and 

investigated by international joint venture researchers. We have classified each of 

them on the basis of the two broad categories of mechanisms of control suggested by 

Fryxell et al. (2002) relabelled as

(i) Formal Bureaucratic control mechanisms; and

(ii) Social Promotive control mechanisms.
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These categories are not mutually exclusive and some controls may belong to 

both groups.

As shown in Figure 2.2, mechanisms of control may be located within the 

parent monitoring of international joint ventures system or embedded in the 

international joint ventures management control systems.

2.6.2.4 Summary of Management Control Systems
In summary, parent partners in addition to selecting areas they wish to control 

also have to determine the extent to which control is desirable or can be exercised and 

how to exercise control. The main constraint in this regard is the presence of other 

partner(s) and the “sharing” principle explicitly or implicitly accepted when it was 

decided to enter the international joint venture. Factors such as the level of trust in the 

other partner(s), the motives for entering the joint venture, the relative bargaining 

power and a partner’s international experience may aid (or render more difficult) 

decision making of parent partners. Investigating the influence of these factors on 

such choices may provide a better understanding of the complexity of controlling 

international joint ventures’ operations.

This is an additional opportunity to identify areas of research to provide more 

in depth confirmation of prior findings of the literature, or to complement research 

undertaken on similar issues but in different settings and filling in the gap for 

influence and relationships not as yet researched and/or tested.

2.6.3 Performance
The initial research on international joint ventures’ performance was based on 

a simple conceptualisation of parent control as dominant, shared or minority. The 

control position was based on the level of equity interest held by a partner and the 

consequent legal right to appoint representatives in the management committee/board 

of the international joint venture. This work was pioneered by Killing (1982, 1983) 

and is summarised in Figure 2.9.

Later investigations and research have shown that the control construct is 

much more complex than equity interest. Provision of resources, interpartner working 

relationship, international experience and the reasons to form the joint venture also 

play a relevant part in shaping control. Also control is not limited to legal interest but
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extends to the operations of the international joint venture and thus to the interaction 

between legal and operational issues. In other words to the interaction of contractual 

obligations and management control systems.

Parent Partner 
Equity in

International Joint 
Venture

Parent Control: 
Dominant, Shared 

Minority

Performance of 
International 
Joint venture

Figure 2.9 - Killing Model of International Joint Venture Performance

Yan and Gray (1994) suggest a more comprehensive conceptual framework of 

the link between antecedents of control, control and performance. Their model is 

shown as in Figure 2.10.

As noted earlier, Yan and Gray (1994) suggest that equity is only one of 

several factors that influence parent partner’s management control system choices. In 

addition, regard must be given to a parent partner’s resource contribution to the 

international joint venture (both capital and non capital) as well as some context based 

factors (the strategic importance of the international joint venture to the parent partner 

and the potential partners available). These factors determine the level of bargaining 

power of the parent partner which, in turn, influence management control system 

choices aimed at determining control over specific activities and/or resources of the 

international joint ventures. Overall control is the result of these choices. The authors
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suggest (and found evidence of) that these choices may impact on the actual 

performance of the international joint venture.

Context based: 
alternatives and 

strategic 
importance

Strategic, 
operational and 

structural 
controls

Bargaining
Power Performance

Resource based: 
Capital and non 

capital resources

Interpartner working 
relationship: 
perception of 

consensus and 
perceived level of 

. conflict .

Figure 2.10 - Yan and Gray Model of International Joint Venture Performance

In addition, Yan and Gray (1994) indicate that performance may be affected 

by interpartner working relationship, that is the level of trust in the other paitner(s) as 

well as the expectation (or realisation) of conflict and disagreement. Aulakh et al. 

(1996) also found evidence of interpartner working relationship affecting the 

performance of cross-border partnerships.

Finally, the extant literature suggests that parent partners’ international 

experience may play a part in the performance of their international joint ventures. 

Maitland et al. (1999) and Child and Yan (2003) are two examples of investigations 

that found some support of a relationship between parent partner’s international 

operations experience and the perfonnance of their international joint ventures.

In summary, the extant literature provides a substantial amount of work on the 

link between control of international joint ventures and performance. However the 

concept of control used in this research is limited to parent control, rather than 

management control. Little evidence is available on the impact of parent partners’
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management control system choices on performance or the impact of parent partner’s 

characteristics, such as international experience and interpartner working relationship. 

The modest amount of research has indicated that there may be significant 

relationships in this regard. A better understanding of these issues may not only aid 

academic research but also provide significant benefits to companies, managing or 

entering international joint ventures and practitioners working in this field.

2.7 Summary of Literature Review and Research 
Opportunities

The following broad issues emerge from the literature review:

(i) International joint ventures are an increasingly important 

organisational form.

(ii) International joint ventures, by their nature, are different in terms of 

management and organisational structure from each of the parent 

partners and are different from wholly owned subsidiaries.

(iii) International joint ventures may require a novel approach to design and 

implementation of their management control and performance 

evaluation systems.

(iv) The ability to control international joint ventures is determined by the 

bargaining power of each partner and equity is only one of the 

elements of bargaining power.

(v) Specific controls may provide both protection and exploitation of key 

resources contributed by parent partners.

(vi) Interpartner working relationship may affect parent partner 

management control system choices and impact on the performance of 

their international joint ventures.

(vii) Parent partners experience in international business and involvement in 

other international joint ventures may affect their management control 

system choices and impact on the performance of their international 

joint ventures.
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While a great deal of research has been undertaken on the relationship 

between the reasons leading to the formation of international joint ventures, control 

and performance of international joint ventures, the following areas need more 

research:

(i) The operation of management control and performance evaluation 

systems of international joint ventures in their own right.

(ii) The nature of, and variance in the focus, extent and mechanisms of 

controls set by parent partners to monitor international joint ventures.

(iii) The nature of, and variance in the focus, extent and mechanisms of 

controls set by the joint venture’s management to control operations 

and monitor performance.

(iv) The nature of, and variance in the performance evaluation measures 

and criteria used at parent partners and joint venture levels to evaluate 

the performance of international joint ventures.

(v) The nature of and variance in the use of accounting information to 

control international joint ventures and to measure and evaluate their 

performance.

(vi) Factors determining parent partners’ management control system 

choices with regard to their international joint ventures.

In general, the extant literature contributes most significantly to our 

understanding of parent partner’s influence over and control of international joint 

ventures. The contribution, however, is not as significant in the area of international 

joint ventures’ autonomous management control systems and for that part of each 

parent partner’s management control systems aimed at monitoring their international 

joint ventures. As suggested earlier, all levels of analysis are worth exploring.

This study will investigate issues related to parent partners’ monitoring of 

international joint ventures; that is how parent partners control international joint 

ventures from a distance. To aid in this investigation, in addition to the limited 

published research on these issues, suggestions and directions may be drawn from 

related bodies of literature. Implications for parent monitoring of international joint 

ventures, for example, may be drawn from the extant literature on performance
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evaluation, parent influence over international joint ventures management control 

systems and power relationships (bargaining power) influencing control decisions. All 

of these issues are relevant, but do not cover all aspects of the complexity of parent 

partner’s management control systems for their international joint ventures.

As suggested earlier, parent partner’s control is multidimensional and it 

involves at least three areas:

(i) Controlling achievement of goals and objectives.

(ii) Controlling the proper use of resources.

(iii) Managing the relationship with other partner(s).

The extant literature provides a significant contribution on how parent partners 

influence (or attempt to influence) control over international joint ventures and impact 

on their performance at the international joint venture level. While these are 

important, it is suggested they only satisfy part of these dimensions. The influence 

over the international joint ventures management control systems is limited by 

bargaining power and the resulting focus, extent and mechanisms of control may not 

be sufficient. Physical distance, uncertain and turbulent environments, cultural 

diversity and partner’s self interest, are only some of the reasons that may make it 

difficult to rely on on-the-spot controls. These are likely to lead to ex-post 

performance evaluation when, having discovered that goals and objectives have not 

been achieved, it would be too late to take corrective action.

The extant literature identifies some major determinants of parent partner’s 

decisions on how to control international joint ventures from a distance. These include 

the management of relationship with other partner(s) and the associated level of trust; 

the motives leading a parent partner to enter international joint ventures; the level of 

bargaining power of one partner relative to other partner(s); parent partner’s 

international experience and involvement in other international joint ventures. No 

conclusive evidence has as yet been made available and it is therefore suggested that 

there are significant opportunities to further research these areas. We briefly 

summarise each of these.

The level of trust between partners is an area that may affect and be affected 

by decisions on how to monitor international joint ventures from a distance. Trust is a
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very difficult concept to define but is always present where collaborative relationships 

are established. Trust and the level of disputes/conflict are the main determinants of 

interpartner working relationship. The extant literature indicates that there is a 

relationship between the state of interpartner relationships and control and provides 

evidence of a significant impact on international joint venture’s performance. 

However, it does not provide conclusive evidence and little is still known on how 

interpartner working relationship influences management control system choices.

The motives that determined the parent partner’s decision to form a joint 

venture may also be a determinant factor in deciding how to monitor international 

joint ventures from a distance. One would expect higher levels of monitoring where 

the motives determine high leverage; for example, because of the strategic importance 

of the international joint venture to the parent partner. The extant literature recognises 

the importance of motives as a determinant of the decision to form international joint 

ventures and has also tentatively explored the link between these and management 

control system choices of parent partners. However, only tentative theoretical 

propositions have as yet been formulated. The extant literature has called for more 

research in this area.

With regard to bargaining power, the extant literature makes a significant 

contribution on the decisions to control joint ventures and, in particular, on parent 

influence over the international joint ventures’ management control systems. 

However, it fails to investigate whether bargaining power impacts similarly at all 

levels of analysis. In other words, whether the bargaining power impact at the domain 

of parent partner’s management control systems, is the same as the bargaining power 

impact at the international joint ventures’ management control systems domain. It is 

suggested here, that differences may be expected and again give rise to significant 

research opportunities. Research opportunities also arise from the investigation of 

bargaining power dimensions and factors on management control system choices.

The extant literature provides some evidence that parent partner’s international 

experience and involvement in other international joint ventures may have an effect 

on control of international joint ventures and their performance. Again, the influence 

of these factors on management control system choices have not been significantly
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explored and equivocal findings have been made on the impact on performance. There 

is a great opportunity for more research on issues related to both areas.

Finally, the extant literature has made almost no contribution on the impact of 

parent partners’ management control system choices on the performance of their 

international joint ventures. Where to exercise control (focus of control), the extent to 

which the control is exercised (loose or tight) and how the control is implemented in 

practice (that is the choice of control mechanisms) have a significant impact on how 

international joint ventures’ operations are performed and may therefore impact on 

performance. This represents another significant opportunity for further research.

In conclusion, the literature review indicates that there is a need to better 

understand the complex dynamics of parent partner’s monitoring of international joint 

ventures and, in particular:

(i) The effects of various factors on parent partners’ choices on focus, 

extent and mechanisms of control for their management control 

systems aimed at monitoring international joint ventures (determinants 

of control);

(ii) The influence of parent partners’ management control system choices 

on international joint ventures’ performance, and

(iii) The influence of determinants of control on international joint 

ventures’ performance.
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3 Research Framework and Proposition
Development

In this chapter we develop a theoretical framework model for this study and 

formulate testable propositions.

3.1 Research Framework Model
The literature review in chapter two suggests that there are many opportunities 

for researching issues related to determinants of parent partner’s management control 

system choices and the impact of these choices on performance. It also suggests that 

certain characteristics of parent partners may impact on the performance of their 

international joint ventures. Based on these suggestions we now develop and 

formulate a conceptual framework for this study.

The extant literature suggests that several factors may influence parent 

partners’ decisions and choices. The most significant factors emerging from the extant 

literature are:

(i) Interpartner working relationship;

(ii) Motives determining a company’s choice to promote and enter into 

international joint ventures;

(iii) A parent partner’s bargaining power position relative to other 

partner(s); and

(iv) A parent partner’s international operations experience.

However, except for very few cases, the literature does not provide conclusive 

evidence of the precise relationship and influence of specific factors on the setting up 

and operation of management control systems of parent partners aimed at monitoring 

international joint ventures and on the performance of international joint ventures.

Drawing from the extant literature, it is proposed to investigate:

(i) Factors determining and/or influencing parent partner’s management 

control system choices with regard to their international joint ventures. 

These are;

a. Interpartner working relationship.
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b. Parent partner bargaining power relative to other partner(s).

c. Parent partner motives in promoting and entering the 

international joint venture.

d. Parent partner’s international operations experience.

(ii) The influence of management control system choices on the 

performance of international joint ventures.

(iii) Factors influencing the performance of international joint ventures 

independently from a parent partner’s management control system 

choices. These are;

a. Interpartner working relationship.

b. Parent partner’s international operations experience.

The focus of these research issues will be from the point of view of parent 

companies involved in international joint ventures. The proposed research program 

will investigate the first of the three levels of analysis shown in Figure 2.2; parent 

monitoring of international joint ventures. This is part of the parent partner’s 

management control system domain that in Figure 2.2 was conceptualised as 

comprising of two parts: the parent partner’s own management control system and 

part of the international joint venture management control system. Controls, therefore, 

may be located in either, or replicated in both, management control systems. The 

resulting theoretical model is shown in Figure 3.1.

As shown in Figure 3.1, parent partner’s motives to enter the international 

joint venture, the relative level of bargaining power, the state of interpartner working 

relationship and parent partner’s international experience may influence parent partner 

choices with regard to setting up a management control system aimed at monitoring 

the operations of their international joint ventures. These management control systems 

choices on focus, extent and mechanisms of control, and two of the factors labelled 

antecedents of control (international experience and interpartner working relationship) 

may also influence performance outcomes of the international joint venture.
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Mechanisms 
of control

International
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Figure 3.1 - Conceptual Theoretical Model

The research framework introduced in Figure 3.1 is a de-facto exploratory 

model. Only tentative theory (Groot and Merchant, 2000) can be considered on 

factors explaining parent partners’ management control system choices differences 

with regard to their international joint ventures. No substantive body of empirical 

evidence has been found to confirm a theory of the effect of each of the above factors 

on each of the dimensions of control. Very little is also known on the effect and the 

direction of each dimension of management control system choices (focus, extent and 

mechanisms of control) on international joint ventures’ performance. Consequently 

the extant literature fails to provide clear indications leading to the formulation of 

precise testable hypotheses for the research concerns of this study.

We now discuss the factors and their relationships for each of the three 

sections of the conceptual theoretical model.

3.1.1 Antecedents of Control
The first section of the model includes four factors that may influence a parent 

partner’s management control system choices; parent partner’s motives to enter the 

international joint venture, the relative level of bargaining power, the state of
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interpartner working relationship and parent partner’s international experience. The 

model also suggests that the last two factors may also influence performance 

outcomes.

Interpartner working relationship is determined by expectation and realisation 

of trust and the level of conflict amongst partners, and has been the focus of research 

on both its influence on parent partner’s management control system choices and the 

performance of international joint ventures (Groot and Merchant, 2000; Aulakh et al., 

1996). In this study it is proposed to investigate both propositions.

Research on the motives of a parent partner in promoting and entering into 

international joint ventures was pioneered by Franko (1971). More recent research has 

explored the link of motives and a parent partner’s management control system 

choices (Groot and Merchant, 2000). It is proposed here to further investigate this link 

and, more specifically, how the breadth of parent partner’s motives and specific types 

of motives influence a parent partner’s management control system choices.

Following the original comprehensive propositions of Yan and Gray (1994), 

bargaining power (and resource contribution) has been the focus of most of the 

research on international joint ventures leading to confirmatory findings and calls for 

further research (Mjoen and Tallman, 1997, Chalos and O’Connor, 2004). The 

original construct of Yan and Gray (1994) is used here to further investigate parent 

partner’s management control system choices with regard to their international joint 

ventures.

Having considered both confirmatory and equivocal findings on the role of 

international experience and involvement in other international joint ventures (see 

Child and Yan, 2003; Johnson et al, 2001; Harrigan, 1988a, 1988b; and others) it is 

proposed to also investigate the role of this factor as a determinant of parent partner’s 

management control system choices and/or whether it is directly related to 

international joint ventures performance.

3.1.2 Control
The central part of the model deals with management control systems. This 

follows Geringer and Herbert’s (1989) conceptualisation of management control 

system in terms of focus of control, extent of control and mechanisms of control.
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As previously noted, little work is available on focus of control. Geringer and 

Herbert (1989) and Schaan (1983, 1988) provide interesting suggestions in this 

regard. More recently Groot and Merchant (2000) put forward some tentative 

theoretical propositions on the influence of various factors on focus of control. These 

are further investigated in this study.

The extant literature suggests that more extensive work has been conducted in 

investigating extent of control. The extensive research pioneered by Killing (1983), 

for example, even if based on parent control rather than on dimensions of 

management control systems, has certainly made a significant contribution in this 

regard. His classification of control (dominant, shared, minority) has been used by 

many scholars in research programs similar to this study to explore management 

control system issues. Useful insights and suggestions have been provided and will be 

used in this study as the basis of further investigation.

The most significant contribution to the use of mechanisms of control in 

international joint ventures was commenced with the seminal work by Schaan (1983). 

Many conceptual studies have attempted to suggest the effectiveness of using 

different mechanisms of control in the complex settings of international joint ventures 

and some empirical studies have provided evidence of their actual use and 

effectiveness (Chalos and O’Connor, 2004). These findings and suggestions will be 

used to further investigate mechanisms of controls used to control operations of 

international joint ventures.

3.1.3 Performance
Performance of international joint ventures is the last factor in the model 

shown in Figure 3.1. Issues related to performance and performance evaluation have 

possibly attracted the attention of most research on international joint ventures. 

Obviously performance is determined by many factors, including environmental and 

economic conditions. As noted earlier, however, research on international joint 

ventures has attempted to link a traditional definition of control to performance 

(Killing, 1983) and, more recently management control system choices as 

determinants of performance (Yan and Gray, 1994, 2001; Mjoen and Tallman, 1987). 

Groot and Merchant (2000) also suggest that investigating the link of management 

control system choices and performance should be an important part of future
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research on international joint ventures. In this study it is proposed to investigate 

whether management control system choices (combined effect of focus, extent and 

mechanisms of control) are related to the performance of international joint ventures. 

It is also proposed to investigate the role of a parent partner’s international operations 

experience and the interpartner working relationship on performance.

3.2 Propositions Development
In this section we outline a research program for this study and formulate 

relevant testable propositions on the expected relationships outlined in the theoretical 

research model shown in Figure 3.1.

3.2.1 Interpartner Working Relationships and Management 
Control Systems
The literature review in chapter two suggests that the level of trust and 

disputes are significant factors in determining interpartner relationships.

The expectation is of an inverse relationship between the level of trust and the 

level of control sought and implemented. A review of the extant literature in this 

regard reveals some support for the proposition that a low level of trust is associated 

with tighter controls and broader control focus (Groot and Merchant, 2000). Aulakh et 

al. (1996) also found that higher levels of trust would be associated with process and 

social controls rather than output controls.

As indicated in chapter two, another significant determinant of interpartner 

working relationship is the level of conflict with other partner(s) in the international 

joint ventures. Conflict and disputes are a very common feature of any organisation 

and settling disputes between different units and divisions is always a very unpleasant 

experience in organisations. It is even more unpleasant in international joint ventures, 

where in addition to differing (if not opposing) parent partner’s interests other 

significant cultural, linguistic and social differences are likely to exist. International 

joint venture researchers have found significant differences in the expectations of the 

level of disputes both at parent partner and international joint venture operation’s 

level and how disputes are settled (Groot and Merchant, 2000; Maitland et al., 1999). 

Groot and Merchant (2000) suggest that differences in conflict resolution (or lack of 

formal procedures) are due to the expectations of parent partners on the probable
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number of conflicts, which, in turn, is inversely related to the extent to which partners 

trust each other. The expected level of disputes (and the associated provision for or 

lack of dispute settling mechanisms) therefore, may impact on management control 

choices such as assignment of responsibilities and delegation of authority.

In summary, the extant literature reviewed in chapter two indicates that 

interpartner working relationship may play an important role in determining parent 

partners’ management control system choices with regard to their international joint 

ventures. Positive interpartner relationship is characterised by high trust in and low 

level of conflict with other partner(s). On the contrary, lack of trust in and high levels 

of conflict with other partner(s) would be the characteristics of negative interpartner 

relationship. The expectation is that positive interpartner relationship will be 

associated with greater use of social promotive mechanisms of control. Groot and 

Merchant (2000) also suggest that high partner’s level of trust in other partner(s) will 

lead to looser control extent. No clear indications are provided by the extant literature 

on the relationship between interpartner relationship and focus of control. Therefore it 

is proposed that:

PI. The state of interpartner working relationship is related to parent partners’ 

management control system choices. In particular, parent partners perceiving 

positive interpartner relationship with other partner(s) in their international 

joint ventures are likely to seek looser control extent, less formal/bureaucratic 

mechanisms of control and more social/promotive mechanisms of control.

3.2.2 Interpartner working relationship and performance
The literature review in chapter two indicates that positive interpartner 

working relationship is associated with a more positive perception of performance. As 

previously noted, positive interpartner working relationship is linked to high trust and 

low conflict amongst parent partners.

Conceptually, the literature review indicates that trust is believed to reduce 

transaction costs (Boersma et al., 2003) and reciprocal behaviour and mutual trust are 

fundamental elements of coordination amongst partners (Buckley and Casson, 1988).

From an empirical point of view, Pearce (2001) found that good interpartner 

relationships contributed significantly to international joint ventures’ performance;
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Fryxell et al. (2002) found that in the presence of affect-based trust between the 

partners social informal controls were strongly related to perceptions of performance 

and Maitland et al. (1999) found that the willingness of the partners to preserve the 

international joint venture relationship was related to positive outcomes.

Overall the literature review indicates that interpartner working relationship is 

positively related to perception of performance outcomes of international joint 

ventures. Therefore, it is proposed that:

P2. Parent partner’s perception of positive interpartner working relationship is

related to perceived higher performance of international joint ventures.

3.2.3 Motives
The literature review in chapter two showed that motives of parent partners 

may influence control and management control system choices with regard to their 

international joint ventures. However, while a wide range of research is available on 

the link between type and number of motives and organizational complexity, little 

work, instead, has been undertaken on the link between motives motivating a parent 

partner to enter an international joint venture and relevant management control system 

choices (Groot and Merchant, 2000; Oliver, 1990; Child and Faulkner, 1998).

Overall the literature review indicates that different types of motives, 

sometimes conflicting to those of other partner(s), and how related motives are 

phrased (e.g., financial vs. non-financial), are linked to parent partners’ decision on 

what operational areas of their international joint ventures are more critical to control, 

to what extent and how they exercise control. For example, it could be expected that 

tighter operational controls would be sought by a parent partner motivated to joint 

venture by the need to reduce costs or seeking profit than a parent partner seeking new 

markets. Similarly, different focus, extent and mechanisms of control would be sought 

by a company seeking the acquisition of technological expertise from an international 

joint venture than a parent partner motivated by a product differentiation objective.

Specifically, Groot and Merchant (2000) found confirmatory evidence of 

broader control focus where parent partners pursue a broad set of objectives, while 

more specific mechanisms of control were sought by a parent partner with very 

precise objectives; Franko (1971) found that motives influenced extent of control
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sought by parent partners, while Chalos and O’Connor indicate that motives influence 

parent partner’s perception of control mechanisms.

Groot and Merchant (2000) concluded that motives may affect the scope of 

autonomy allowed by parent partners to international joint venture managers and the 

scope of control to be exercised within the international joint venture’s scope of 

operations. In both cases, parent partner’s decisions on the type and location of 

controls would be affected.

These findings support the proposition that parent partners control choices are 

influenced by the motives determining their decision to joint venture. Drawing from 

the extant literature it is proposed to investigate the impact on parent partner 

management control system choices of;

(i) the breadth of partner’s motives (that is the number of reasons 

motivating a parent partner to enter into the international joint 

venture); and

(ii) motives seeking financial results.

Groot and Merchant (2000) suggest that companies motivated to joint venture 

by a larger number of motives are expected to seek broader focus of control. They 

may also seek tighter extent of control and more informal/promotive type of 

mechanisms of control. Companies entering international joint ventures to achieve 

financial results are expected to seek more extensive focus of control, tighter control 

extent and more formal/bureaucratic control mechanisms. Therefore, it is proposed 

that:

P3. The breadth ofparent partner’s motives to enter international joint ventures is 

related to their management control system choices. In particular, parent 

partners entering international joint ventures with a broad set of motives are 

likely to seek broader control focus, tighter control extent and more 

social/promotive mechanisms of control.

P4. Parent partners entering an international joint venture with precise financial 

motives are likely to seek broader control focus, tighter control extent, more 

formal/bureaucratic mechanisms of control and more social/promotive 

mechanisms of control.
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3.2.4 Bargaining Power
The extant literature reviewed in chapter two suggests that bargaining power 

has a very significant influence on international joint ventures control structure.

According to proponents of bargaining power theory, international joint 

venture control choices depend on the ability of a partner to bargain with another. As 

indicated in the literature review, the two main components determining the power 

bases of the bargaining process are control over critical resources and the importance 

of the joint venture to a partner (stakes) (Gray and Yan, 1992; Yan and Gray 1994; 

Mjoen and Tallman, 1997). Yan and Gray (1994, 2001) found support for the 

propositions of bargaining power theory and concluded that the relative level of joint 

venture partners' bargaining power has a significant impact on the pattern of parent 

control in the venture's management, which impacts on the structure of management 

within the international joint venture.

In general, the extant research reviewed in chapter two suggests that parent 

partners contributing unique or superior resources/knowledge to a joint venture enjoy 

a higher level of bargaining power and seek to achieve a higher level of control. Groot 

and Merchant (2000), for example, found confirmatory evidence of this suggestion 

with parent partners seeking broader focus and greater extent of control in monitoring 

international joint venture activities in areas where they were believed to have 

superior knowledge and capabilities. Chalos and O’Connor (2004) reached a similar 

conclusion on partner knowledge and specific asset investments influencing a broad 

set of controls.

Bargaining power may, therefore, influence parent partner management 

control system choices and their selection of focus, extent and mechanisms of control 

to monitor international joint ventures. Therefore, it is proposed that:

P5. Parent partners in a position of high bargaining power are more likely to seek

broader control focus, tighter control extent, more formal/bureaucratic

mechanisms of controls and more social/promotive mechanisms of control.

3.2.5 International Experience and Management Control
Systems
The literature review in chapter two suggests that parent partner’s international 

experience and prior involvement in international joint ventures may influence
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management control system choices. Organisational learning theory confirms that 

previous relevant learning is an incentive to repeating actions, improving decision

making and makes it easier to acquire and apply new knowledge (Cohen and 

Levinthal, 1990). According to Child and Yan (2003) parent partner’s international 

experience may provide an incentive to form international joint ventures, determine a 

more relaxed attitude to starting and managing new ventures, and adoption of a more 

de-facto approach to control of the joint venture operations and outcomes.

The impact of international experience and prior involvement in international 

joint ventures has been confirmed by several studies. As reported earlier, Lyles (1988) 

and Yan and Gray (2001) found that as parent partners experience with international 

joint ventures increased, their attitude towards control became more flexible. Johnson 

et al. (2001) found that parent partners previously involved in international joint 

ventures felt more secure in committing resources to new international joint ventures.

Experience and learning also contributes in shaping organisation culture and 

Groot and Merchant (2000) found that a parent partner management control system 

aimed at monitoring international joint ventures was influenced by their corporate 

culture.

Parent partners’ experience in international operations and their prior 

involvement in international joint ventures may therefore influence choices on the 

features of their management control systems aimed at monitoring international joint 

ventures. The extant literature does not provide clear indications on specific areas of 

management control system where international experience and prior involvement in 

international joint ventures could impact most significantly. It is suggested here that 

parent partners would be seeking broader controls and would seek greater use of 

social/promotive mechanisms of control. Therefore, it is proposed that:

P6. Parent partners’ international experience is related to their management 

control system choices. In particular, parent partners with more extensive 

experience in international business operations are more likely to seek 

broader control focus and more social/promotive mechanisms of controls.

P7. Parent partners ' involvement in other international joint ventures is related to 

their management control system choices. In particular, parent partners
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involved in international joint ventures are more likely to seek broader control 

focus and more social/promotive mechanisms of controls.

3.2.6 International Experience and Performance
As indicated in chapter two, drawing from the expectation in organizational 

learning theory that previous relevant learning eases the acquisition and application of 

new related knowledge (Cohen and Levinthal, 1990), Child and Yan (2003) suggest 

that the more international joint venture related knowledge a parent has acquired, and 

the skills to apply it, the more their subsequent international joint ventures are 

expected to benefit (Barkema et al., 1997; Inkpen, 1995; Lyles, 1988).

The literature review in chapter two provides evidence to confirm this 

argument. Maitland et al. (1999) found higher levels of performance achieved by 

international joint ventures whose parent partners had more extensive experience in 

international operations. Child and Yan (2003) also found that parent companies’ 

experience with international business and joint ventures had a significant relationship 

with the performance of their current international joint ventures. They noted that 

experience helps in developing realistic expectations and avoids making gross 

mistakes. Finally Johnson et al. (2001) found that prior involvement in international 

joint ventures increases the parent company’s ability to predict performance.

Parent partners’ experience in international operations and their prior 

involvement in international joint ventures, therefore, may be related to the perceived 

performance of their international joint ventures. The extant literature indicates that 

the more extensive the experience and prior involvement of the parent partner, the 

more likely the parent partner is to have a positive assessment of international joint 

ventures’ perfonnance. Therefore, it is proposed that:

P8. Parent partner’s experience in international business operations is related to 

perceived positive performance of their current international joint ventures.

P9. Parent partner’s involvement in other international joint ventures is related to 

perceived positive performance of their current international joint ventures.

3.2.7 Management Control Systems and Performance
As indicated in the literature review in chapter two, the extant literature 

suggests that similar to other organisational forms, parent partners usually set critical
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measures of success to evaluate international joint ventures. These would be based on 

the parent partner’s motives to joint venture. The definition of precise measures of 

success also indicates the possibility of a link between parent partner’s motives, the 

definition of critical measures of success, the setting up of measurement systems and 

related control mechanisms and the perception of performance levels.

A great deal of research has been undertaken in the past on a suspected link 

between control (usually measured as extent of control) and performance (see for 

example Killing, 1983). Some researchers (Killing, 1983; Schaan, 1983; Moxon et al., 

1988) found evidence to suggest that dominant control is a critical determinant of 

international joint ventures’ performance. In particular, Moxon et al. (1988) found 

that dominant partner ventures exhibited more prompt reaction and quicker decisions. 

Ding (1997) also found that dominant managerial control exercised by a foreign 

partner had a positive impact on perceived joint venture performance. However, other 

researchers found unsatisfactory performance associated with foreign dominant 

control (Beamish, 1984) or dominant control by one partner (Beamish, 1993).

In a more recent study, Pangarkar and Klein (2004) suggest that greater 

control by the foreign parent company has a beneficial impact on international joint 

ventures performance but only when the partners have no prior business relationships. 

Child and Yan (2003), reviewing the extant literature in this field, conclude that the 

suggestion that dominant control by one of the international joint venture partners will 

lead to superior performance is a more tentative, rather than conclusive, statement.

Yan and Gray (1994, 2001) found support to the proposition that international 

joint ventures with shared controls were performing better than those where one 

partner was exercising dominant control but found no evidence of lower performance 

associated with dominant control. Their results provide support for the combined 

effects of quality of resources and learning perspectives in contributing to financial 

performance. Mjoen and Tallman (1997) found that perceived performance was 

strongly and positively related to overall control and equity control was not a 

significant factor in explaining overall success. They conceptualised control in terms 

of control over specific activities of the international joint venture.

Pearce (2001) suggests that researchers who have studied international joint 

ventures’ performance have tended to emphasise the initial conditions established by
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the parents and not taken into consideration management behaviour and 

organizational processes used in international joint ventures. We suggest that Pearce’s 

argument is valid and should be further extended. As noted earlier, most of the extant 

literature looks at control over international joint ventures as one dimensional. The 

concept of control, however, is much more complex. As suggested by Geringer and 

Herbert (1989) control is the interaction of at least three dimensions: focus, extent and 

mechanisms of control. The extant research has not placed significant attention on the 

effect of each of these dimensions or their combined effect on performance.

Some researchers have indicated the need to explore these relationships and 

called for more research in this field. Groot and Merchant (2000), for example, looked 

at determinants of management control system choices and suggested an extension of 

their work to assess the impact of focus, extent and mechanism of control on 

performance. Fryxell et al. (2002) could be considered a small contribution on issues 

related to mechanisms of control and performance. They found a strong relationship 

between formal control and perceptions of performance in younger international joint 

ventures. In more mature international joint ventures, social informal control played a 

significant part.

Parent partners’ management control system choices aimed at determining the 

focus, extent and mechanisms of controls to monitor their international joint ventures 

may therefore be related to perceived performance of the international joint ventures. 

The extant literature reviewed in chapter two does not provide conclusive evidence on 

the effect of parent partners’ management control system choices on performance 

outcomes of their international joint ventures. However, some tentative relationships 

may be derived from both empirical findings and conceptual considerations. Parent 

partners concentrating control over a narrower set of operational activities of their 

international joint ventures, seeking tighter controls over these areas and therefore 

adopting more formal/bureaucratic mechanisms of control rather than social/informal 

controls, would perceive more positive perfonnance outcomes. Therefore, it is 

proposed that:

P10. Parent partners’ choices to seek narrower control focus are related to

perceived positive performance of their international joint ventures.
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PI 1. Parent partners ’ choices to seek tighter control extent are related to perceived 

positive performance of their international joint ventures.

PI2. Parent partners’ choices to seek more formal/bureaucratic mechanisms of 

control are related to perceived positive performance of their international 

joint ventures.

PI 3. Parent partners’ choices to seek less informal/social mechanisms of control 

are related to perceived positive performance of their international joint 

ventures.

3.2.8 Other Relationships

3.2.8.1 Bargaining Power Factors
As stated earlier, bargaining power includes several components and factors. 

Yan and Gray (1994) identified two context-based and seven resource-based factors 

of bargaining power. The context-based factors were the perceived strategic 

importance of the joint venture to the overall business of the parent (as a measure of 

stakes) and the alternatives available. The resource-based factors were technology, 

management expertise, global service support, local knowledge, product distribution, 

material procurement and equity.

Each component and each factor may impact differently on parent partner 

management control system choices for their international joint ventures. The extant 

literature provides clear indications that partners contributing critical resources to 

international joint ventures seek more extensive control of the international joint 

ventures’ operations. No such indications are available for the two context based 

factors. However, as these factors determine the level of a parent partner bargaining 

power, implications on their relationships with management control system choices 

can be linked to the suggestions that parent partners with higher levels of bargaining 

power would seek more extensive controls. The more strategically important an 

international joint venture is to its partner, the lower is the level of bargaining power, 

and thus narrower control focus, less dominant control extent and less influence of the 

use of various mechanisms of control would be expected. Similarly, some level of 

control will need to be given up where parent companies have little or no alternatives 

to forming their international joint venture. Therefore, it is proposed that:
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PI 4. The more alternatives available to a parent partner to form an international 

joint venture the more likely the parent partner to seek broader control focus, 

tighter control extent, more formal/bureaucratic mechanisms of controls and 

more social/promotive mechanisms of control.

PI 5. The less strategically important the international joint venture is to a parent 

partner the more likely the parent partner is to seek broader control focus, 

tighter control extent, more formal/bureaucratic mechanisms of controls and 

more social/promotive mechanisms.

PI6. Parent partners contributing higher levels of strategic resources to 

international joint ventures are more likely to seek broader control focus, 

tighter control extent, more formal/bureaucratic mechanisms of controls and 

more social/promotive mechanisms of control.

3.3 Summary
This chapter started with the introduction of a theoretical framework model. 

The model summarizes the proposed research project: an investigation of factors 

determining parent partner’s management control systems choices aimed at 

monitoring international joint ventures and the effect of some of these factors and 

management control system choices on international joint ventures’ performance. The 

model includes eight broad constructs.

The first four constructs represent the factors that may determine parent 

partners’ management control choices aimed at monitoring the operations of their 

international joint ventures. These are:

(i) Interpartner working relationship;

(ii) Motives that have determined a parent partner to promote and enter 

into international joint ventures;

(iii) A parent partner’s bargaining power relative to other partner(s); and

(iv) Parent partner’s international experience and prior involvement in 

international joint ventures.

Two of these factors may in turn influence the performance of international 

joint venture(s). These are:



(i) Interpartner working relationship; and

(ii) Parent partner’s international experience and prior involvement in 

international joint ventures.

The following three constructs are used to represent the dimensions of 

management control systems:

(i) Focus of control;

(ii) Extent of control; and

(iii) Mechanisms of control.

The final construct is that of international joint venture performance.

A series of propositions were then formulated and these are summarised in 

Table 3.1. Figure 3.2 shows the various research propositions placed on the relevant 

paths of the conceptual theoretical model.
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Table 3.1 - Propositions

Interpartner Working Relationships and Management Control Systems

PI. The state of interpartner working relationship is related to parent partners’ 
management control system choices. In particular, parent partners perceiving 
positive interpartner relationship with other partner(s) in their international joint 
ventures are likely to seek looser control extent, less formal/bureaucratic 
mechanisms of control and more social/promotive mechanisms of control.

Interpartner working relationship and performance

P2. Parent partner’s perception of positive mterpartner working relationship is related 
to perceived higher performance of international joint ventures.

Motives

P3. The breadth of parent partners’ motives to enter international joint ventures is 
related to their management control system choices. In Particular, parent partners 
entering international joint ventures with a broad set of motives are likely to seek 
broader control focus, tighter control extent and more social/promotive 
mechanisms of control.

P4. Parent partners entering international joint ventures with precise financial motives 
are likely to seek broader control focus, tighter control extent, more 
formal/bureaucratic mechanisms of control and more social/promotive mechanisms 
of control.

Bargaining Power

P5. Parent partners in a position of high bargaining power are more likely to seek 
broader control focus, tighter control extent, more formal/bureaucratic mechanisms 
of controls and more social/promotive mechanisms of control-

international Experience and Management Control Systems

P6. Parent partner’s international experience is related to their management control 
system choices. In particular, parent partners with more extensive experience in 
international business operations are more likely to seek broader control focus and 
more social/promotive mechanisms of controls.

P7. Parent partners’ involvement in other international joint ventures is related to their 
management control system choices. In particular, parent partners involved in 
international joint ventures are more likely to seek broader control focus and more 
social/promotive mechanisms of controls.

International experience and performance

P8. Parent partner’s experience in international business operations is related to 
perceived positive performance of their current international joint ventures

P9. Parent partner’s involvement in other international joint ventures is related to 
perceived positive performance of their current international joint ventures
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Table 3.1 - Propositions (continued)

Management Control Systems and Performance

P10. Parent partners’ choices to seek narrower control focus are related to perceived 
positive performance of their international joint ventures.

Pll. Parent partners’ choices to seek tighter control extent are related to perceived 
positive performance of their international joint ventures.

PI2. Parent partners’ choices to seek more formal/bureaucratic mechanisms of control 
are related to perceived positive performance of their international joint ventures.

P13. Parent partners’ choices to seek less informal/social mechanisms of control are 
related to perceived positive performance of their international joint ventures.

Bargaining Power Factors

PI4. The more alternatives available to a parent partner to form an international joint 
venture the more likely the parent partner to seek broader control focus, tighter 
control extent, more formal/bureaucratic mechanisms of controls and more 
social/promotive mechanisms of control.

PI5. The less strategically important the international joint venture is to a parent partner 
the more likely the parent partner is to seek broader control focus, tighter control 
extent, more formal/bureaucratic mechanisms of controls and more
social/promotive mechanisms.

PI6. Parent partners contributing higher levels of strategic resources to international 
joint ventures are more likely to seek broader control focus, tighter control extent, 
more formal/bureaucratic mechanisms of controls and more social/promotive 
mechanisms of control.
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4 Research Methodology

4.1 Introduction
In this chapter we start by outlining the research design. Various 

methodologies are evaluated and justifications will be presented for the most 

appropriate design applicable to this study. Data analysis techniques are then 

reviewed and evaluated.

Relevant measures of the various constructs are formulated in the following 

section. The third part of this chapter outlines the process of developing the data 

collection instrument, identifying the sample population, the administration of the 

survey and the response achieved.

In the final section of this chapter we report general characteristics of 

respondents, their companies and international joint ventures selected for the survey 

questionnaire.

4.2 Research Design
The discussion in chapter two and three indicated that the relationships of 

interest to this thesis depicted in Figure 2.2 and Figure 3.1 are very complex. Many 

factors influence parent partner’s decisions on desired and actual controls over the 

international joint venture and choices on management control system(s) aimed at 

monitoring the international joint venture. Many factors also play a significant role in 

affecting the performance of international joint ventures. Researchers in this field 

therefore face significant difficulties in particular to identify relevant factors and 

relationships. One of the aims of this study is to make a significant contribution in this 

regard.

Two major difficulties are expected in conducting this research project.

The first deals with the lack of prior research on management control systems 

of international joint ventures, in particular in the area of parent partner’s management 

control systems aimed at monitoring international joint ventures. Well defined set of 

theoretical propositions to inform precise hypotheses available to other areas of

121



research are not available to researchers in this field. Also the extant literature fails to 

provide well tested research designs to guide in the conduct of this type of research.

The second difficulty deals with data collection. Research on management 

control systems can only be based on internal firm data, no publicly available data 

exist. In addition, dealing with international joint ventures implies that at least one 

(but often two or more) of the constituencies that could potentially become units of 

analysis for the research, are located overseas and may operate in a different language 

environment. Collecting relevant data may therefore result in very difficult and time 

consuming task.

Parkhe (1993a) provides one of the most comprehensive set of suggestions on 

methodological issues for conducting research on international joint ventures. 

Drawing on Yin (1984), Eisenhardt (1989) and others, Parkhe (1993a) suggests a 

three-stage approach to research, involving:

(i) Exploratory research

(ii) Followed by descriptive research, and

(iii) Finally by explanatory research.

And a four-phase research program based on

(i) Single case study (Phases 1);

(ii) Systematic literal and theoretical replication of the initial case study 

into multiple cases studies (phases 2 and phases 3); and

(iii) Other methodologies aimed at testing theoretical findings and raising 

the level of theory' development in international joint ventures (phases

4).

Drawing on Parkhe’s (1993a) suggestions, Osland and Cavusgil (1998) 

conclude that an exploratoiy research design is appropriate to better identify the 

unknown and unclear variables of international joint ventures research. Accounting 

researchers have also suggested that for international accounting research to be 

relevant it should be problem-driven rather than methodology driven and should use 

in-depth case by case research which may lead to better understanding of the full 

richness of differences across societies (Gray and Roberts, 1991; Groot and Merchant,
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2000). The extant literature, therefore, appears to suggest that research on 

management control system choices with regard to international joint ventures should 

still be in its exploratory nature.

The choice of the method is dependent on the research question. The research 

propositions developed in the previous chapter are based on findings and suggestions 

arising from a multitude of field studies and cross-sectional surveys. The development 

of a relevant set of theoretical propositions achieved to date has therefore taken place 

in line with Parkhe’s (1993a) suggested four phase methodology and might have 

reached the third phase. The use of case study and survey methodology could, 

therefore, be considered to conduct further research.

The validity of field studies and a combination of longitudinal and cross

sectional data as research tools is widely recognized, especially when research issues 

have not been widely investigated in the past and where theory development and 

refinement are important research outcomes (Yin, 1989; Yan and Gray, 1994; Groot 

and Merchant, 2000; Otley, 1999).

However, with regard to longitudinal studies, it must be noted that the 

complexity of international joint venture settings, the great distance separating parent 

partners form the actual international joint venture location, the dynamic nature of the 

Australian financial and corporate world, do not contribute to the assumptions of 

stability, stationarity and distribution of the system under study cited as being 

important assumptions in longitudinal studies (Eoyang and Berkas, 1999; Baum and 

Silverman, 1999). Longitudinal studies also work best on systems with few 

dimensions (Eoyang and Berkas, 1999; Baum and Silverman, 1999). This may not be 

the case of the complex dynamic environment of international joint ventures. Many 

authors have indicated the complex (Groot and Merchant, 2000) nature of 

international joint venture as well their instability (Yan, 1998). The theoretical model 

proposed in chapter three, includes these complexities and characteristics. This 

methodology, although possible, may not be feasible for this study.

Another methodology to consider is that of a cross-sectional investigation by 

survey questionnaire. Brownell (1995, p 31) indicates that the survey method is able 

to produce results with enhanced generalisability when compared to experiments.
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Survey questionnaires, contrary to case studies, enable greater scope of analysis by 

involving several cases exhibiting similar specific characteristics.

Many researchers in more recent studies on international joint ventures have 

used survey questionnaires. Yan (1998), Mjoen and Tallman (1997), Child and Yan 

(2003), Chalos and O’ Connor (2004), are a few examples of studies using cross

sectional surveys to test and confirm prior findings of field studies or similar 

methodologies.

Marsh (1982) indicates that the survey method of research is appropriate

where

(i) Systematic measurements are made over a series of cases yielding a 

rectangle of data;

(ii) The variables in the matrix are analysed to see if they show any 

patterns; and

(iii) The subject matter is social.

These conditions are satisfied in this study.

On the other hand, one of the main limitations of survey questionnaires is 

ensuring its internal validity. Brownell (1995) suggests that design features should be 

incorporated into the study in order to minimise the incidence or seriousness of this 

limitation.

Having evaluated the suggestions of the relevant literature as well as the 

advantages and disadvantages and logistics for the use of the methodology 

considered, a survey questionnaire method of data collection will be used in this 

study.

Data will be collected from Australian parent partners of international joint 

ventures operating outside Australia. Coverage in the Australian media on 

international joint ventures (for example, see Business Review Weekly) suggests that 

a large number of Australian companies are involved in international joint ventures. 

The location of these companies is dispersed and a survey would be one the most 

appropriate methods to reach a representative sample.
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From a generalisability point of view, this method may also yield some 

advantages. No similar studies involving a large number of Australian companies 

have been undertaken in Australia. The extant literature includes other studies on 

similar issues and using the same type of methodology involving companies based in 

other nations (for example Norwegian companies: Mjoen and Tallman, 1997; USA- 

China international joint ventures: Child and Yan, 2003; Chalos and O’ Connor, 

2004). The results of this study may therefore provide an opportunity to test the 

generalisability of findings from other countries.

In order to overcome the limitations indicated by Brownell (1995), the 

following features will be considered and implemented:

(i) The survey questionnaire will be addressed to senior international 

operation managers of the company.

(ii) It will be specifically requested for the questionnaire to be completed 

by the senior manager dealing with the international joint venture 

chosen by the respondent company.

(iii) Respondents will be instructed to choose the most significant 

international joint venture their company had been involved in over the 

last five years as the unit of analysis for the questionnaire.

(iv) The information required about the international joint venture chosen 

by the respondent company will be self explanatory.

(v) Most of the questions included in the survey questionnaire will be 

adapted from previous studies on management control systems and 

international joint ventures.

In summary, having evaluated various research design and methodologies we 

conclude that the most appropriate methodology for this study is that of a cross

sectional survey.

4.3 Data Analysis Method
The model proposed in this study (see Figure 3.1) includes variables defined, 

derived or replicated from previous studies on international joint ventures. However, 

their relationships have not been significantly proven. Different researchers have used
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different data analysis methods to test the variables. Prior work may not therefore 

provide a conclusive guide for the choice of an appropriate data analysis method.

The model proposed in this study suggests that there may be multiple 

relationships between exogenous and endogenous variables. The choice of an 

appropriate statistical analysis method, therefore, should be directed to families of 

techniques able to capture multiple relationships.

Multivariate statistical techniques may not be suitable in this regard as they are 

able to examine one relationship at the time (Hair, Anderson, Tatham and Black, 

1998). A more suitable statistical analysis technique is that of structural equation 

modeling (SEM). According to Goldberger (1973) (cited in Mjoen and Tallman, 

1997), structural equations may be suitable in the following situations:

(i) When the observed variables contain measurement errors and the 

relationship of interest in among true variables;

(ii) When there is simultaneous causation among the observed variables; 

and

(iii) When important explanatory variables have been observed.

Contrary to regression-based approaches which analyse only one layer of 

relationships between the dependent and independent variables at the same time, 

structural equation modeling allows the simultaneous modeling of relationships 

amongst multiple independent and dependent constructs (Gefen, Straub and 

Boudreau, 2000). As noted by Diamantopoulos (1994, p 108)

[SEM] distinguishes between the exogenous and endogenous latent 
variables, the former being variables which are not explained by the 
postulated model (i.e. act always as independent variables) and the latter 
being variables that are explained by the relationships contained in the 
model.

And, according to Chin (1997):
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When applied correctly, SEM-hased procedures have substantial 
advantages over first-generation techniques such as principal components 
analysis, factor analysis, discriminant analysis, or multiple regressions 
because of the greater flexibility that a researcher has for the interplay 
between theory’ and data. Specifically, SEM provides the researcher with 
the flexibility to:

(a) Model relationships among multiple predictor and criterion 
variables,

(b) Construct unobservable Latent Variables,

(c) Model errors in measurements for observed variables, and

(d) Statistically test a priori substantive/theoretical and measurement 
assumptions against empirical data (i.e., confirmatory> analysis).

As noted by Mjoen and Tallman (1997), drawing from Joreskog and Sorbom, 

(1989), structural modeling equation handles two basic problems:

(i) What the observed measurements really measure, and

(ii) How one can infer complex causal relationships among variables that 

are not directly observable.

Therefore, as observed by Hair et al. (1998, p. 584), structural modeling 

equations exhibit two significant benefits:

(i) A straightforward method of dealing with multiple relationships 

simultaneously while providing statistical efficiency, and

(ii) The ability to assess the relationships comprehensively and provide a 

transition from exploratory to confirmatory analysis.

However, Chin (1997) also warns that:

Yet, along with the benefits that SEM provides comes a higher level of 
complexity requiring greater knowledge about the conditions and 
assumptions for appropriate usage. Without due consideration, the results 
and conclusions based on its application can be seriously flawed or invalid.

Finally Chin (1997) warns that users of structural equation modeling should

Avoid the potential of slipping into an exploratory mode where the final 
results may be unduly influenced by the vagaries of the data at hand.
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Structural equation modeling techniques can be grouped in two broad families: 

factor-based covariance techniques and variance-based techniques.

The first family is widely used and it includes well known techniques 

exemplified by software such as AMOS, LISREL, EQS, SEPAT and RAMONA. The 

second family includes Partially Least Square (PLS) techniques such as PLS-Graph.

Anderson and Gerbing (1988) suggest that the philosophical distinction 

between the two families is whether structural equation modeling is used for theory 

testing and development or for predictive purposes. Where prior theory is strong and 

the goal of the research is further testing and theory development, the first family (co

variance based) of techniques may be more appropriate. On the other hand, for 

application and prediction a PLS approach is often more appropriate and relevant.

PLS was first used in the mid 1960s and applied to research in economics 

(Wold, 1966). Abdi (2003) notes that PLS is a statistical technique that combines 

features from principal component analysis and multiple regression and it is 

particularly useful when a set of dependent variables is to be predicted from a (very) 

large set of independent variables.

Chin (1997) notes that PLS is a suitable technique for theory confirmation but 

also to explore whether relationships exist and suggest propositions for later testing. 

More specifically, Rodriguez and Wilson (2002) indicate that PLS accounts for 

variances at the observed or abstract level, is prediction oriented and has the goal of 

high prediction accuracy.

Anderson and Gerbing (1988, p.412) also note that PLS has the following 

strengths:

(i) Assumptions that all observed measure variance is useful variance to 

be explained (that is, under a principal-component model, no random 

error variance or measure specific variance is assumed);

(ii) Parameters are estimated so as to maximise the variance explained in 

either the set of observed measures (reflective mode) or set of 

emergent variables (formative mode)

(iii) Fit is evaluated on the basis of the percentage of variance explained in 

the specified regression
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(iv) The latent variables are estimated as exact linear combination of the 

observed measures and therefore offer the advantage of exact 

definition of component score that in conjunction with a large 

percentage of the variance in the observed measures is useful in 

accurately predicting individuals’ standings on the component.

Finally PLS appears to be the most suitable statistical technique where the 

sample is smaller. Contrary to covariance-based structural equation modeling where it 

is recommended that the minimum size of the sample is 100, PLS can be applied with 

much smaller sample sizes (Haenlein and Kaplan, 2004). Chin and Newstead (1999) 

performed a Monte-Carlo simulation and reported that PLS could be used with a very 

low sample size.

Most of the conditions justifying the use of PLS discussed in this section are 

present in this study. The study attempts to confirm findings from largely exploratory 

research. Relationships between variables have not been extensively tested or 

significantly proved in prior research. Different factors have multiple simultaneous 

effects on outcomes. Given the significance of these conditions, it is therefore 

suggested that structural equation modeling is the most appropriate statistical analysis 

technique to use in this study.

Structural equation modeling has not been widely used in accounting research 

but accounting scholars encourage its use (e.g. see Smith and Langfield Smith, 2004; 

Shields, 1997). On the other hand the complexity of international joint venture control 

issues and their relationship with performance is so significant that most of the (little) 

published cross-sectional research in this field has used structural equation modeling 

(Mjoen and Tallman, 1997; Fornell Lorange and Roos, 1990).

The model proposed in this study includes both formative and reflective 

constructs (see next section). Fornell and Bookstein (1982) note that PLS, contrary to 

other structural equation modeling techniques, does not create problems with respect 

to analysing formative indicators and therefore is appropriate for model with either 

reflective, formative or both type of indicators. Also, as Australian involvement in 

international joint ventures is only expected to be a small subset of all firms, the 

sample size is not expected to be large. A structural equation model from the family 

of variance-based techniques can help overcome the limitations of a small sample.
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The statistical technique method chosen for this thesis is PLS-Graph. PLS- 

Graph is a structural equation modeling technique developed by Wynne W. Chin of 

the University of Houston. It is “a powerful method of analysis because of the 

minimal demands on measurement scales, sample size, and residual distributions ” 

(Chin, 1998a, p.l) and therefore very suited for the investigation proposed in this 

study.

4.4 Variable Measurement
In this section we identify various constructs in the conceptual theoretical 

model. We start by defining the concept of constructs and indicators. Then we 

evaluate each construct and identify the relevant indicators.

4.4.1 Constructs and Indicators
A “construct” is a concept supposedly measured by one or more items in a 

survey instrument. The items are termed “indicators”.

In PLS modeling, the relationship between a construct and its indicators is 

defined either as formative or reflective (Chin 1998a, 1998b; Bollen and Lennox, 

1991; Jarvis, Mackenzie and Podsakoff, 2003; Diamantopoulos and Winklhofer, 

2001; Diamantopoulos and Siguaw, 2002).

Reflective indicators are the most commonly used latent variable measurement 

model (Jarvis et al., 2003). They are expected to measure the same underlying 

phenomenon and therefore to be unidimensional and correlated to each other (Chin 

1997)

As they are all dependent on the same unobsei'vable variable. (Haenlein
and Kaplan, 2004, p. 289)

All reflective indicators

"Measure the same thing and covary at a high le\>el if they are a good
measure of the underlying variable” (Bagozzi, 1994, p. 331)

Reflective indicators depend on the construct. Figure 4.1 shows two constructs 

one with four and one with five reflective indicators. The direction of the arrows is 

from the construct (latent variable) to individual indicators showing the direction of 

causality. Changes in the underlying construct are hypothesized to cause change in the
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indicators, thus their definition of being reflective (Fornell and Bookstein, 1982) 

indicators. Reflective indicators should be internally consistent and all indicators are 

assumed to be equally valid indicators of the underlying construct. This means that 

any two measures that are equally reliable are interchangeable and the construct 

validity is unchanged when a single indicator is removed (Bollen and Lennox, 1991).

Construct 1 Construct 2

Figure 4.1 - Reflective Indicators Model

Where changes in the measures are hypothesized to cause changes in the 

underlying constmct, the measures are referred to as formative (Fornell and Bookstein 

1982). Two constructs one with four and one with five formative indicators, are 

shown in Figure 4.2. The opposite to reflective indicators, it is assumed that formative 

indicators have an impact (or cause) a single construct and any changes in the 

indicators will cause changes in the value of the construct (Diamantopoulos and 

Siguaw, 2002). As shown in Figure 4.2, the arrows point from the indicators to the 

construct (emergent variable), indicating that the direction of causality flows from the 

indicators to the construct and all indicators, as a group and jointly “Determine the 

conceptual and empirical meaning of the constructs ” (Jarvis et al. 2003, p,201).



Construct 1 Construct 2

Figure 4.2 - Formative Indicators Model

Formative indicators may be correlated but the model does not assume or 

require this condition. On the contrary they may be uncorrelated and in some cases 

indicators may represent mutually exclusive aspects of the construct. Formative 

indicators of the same construct can have positive, negative or zero correlations with 

one another, which means that a change in one indicator does not necessarily imply a 

similar directional change in others (Chin, 1998a; Haenlein and Kaplan, 2004). All 

indicators are however significant to the construct, each indicator represents different 

dimensions of the construct and dropping one indicator from the measurement may 

alter the meaning of the construct (Jarvis et al., 2003).

Many scholars point to the importance of correctly determining the 

classification of indicators. Indicator specification is very important from a conceptual 

and methodological point of view (Hulland, 1999; Helm, 2005). Diamantopoulos and 

Siguaw (2002) emphasize that the

"Alternative approaches to derive measures can produce substantially
different operationalisation of the same construct’’ (p. 11).
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Thus it is important to correctly classify indicators. To aid researchers in this 

task, broad guidelines and criteria have been formulated. Table 4.1 is a summary of 

the main characteristics and differences of reflective and formative models developed 

by Jarvis et al. (2003).

Table 4.1 - Reflective and Formative Models
Retlective Models Formative Models

1. Indicators and constructs
Direction of causality is from construct 

to indicator
Indicators are manifestation of the

construct
Changes in the indicators should not 

cause changes in the construct
Changes in the construct do cause 

changes in the indicators

Direction of causality is from indicators to 
construct

Indicators are defining characteristics of 
the construct

Changes in the indicators should cause 
changes in the construct

Changes in the construct do not cause 
changes in the indicators

2. Interchangeability of indicators
Indicators should be interchangeable
Indicators should have the same or 

similar content
Indicators should share a common 

theme
Dropping an indicator should not alter 

the conceptual domain of the 
construct

Indicators need not be interchangeable 
Indicators need not to have the same or 

similar content
Indicators need not share a common theme

Dropping an indicator may alter the 
conceptual domain of the construct

3. Covariation among the indicators
Indicators are expected to covary with 

each other
A change in any one indicators should 

be associated with changes in the 
other indicators

Not necessary for indicators to covary with 
each other

Not necessary for a change in any one 
indicators to be associated with changes 
in the other indicators

4. Nomological net of the construct indicators
Nomological net for the indicators 

should not differ
Indicators are required to have the same 

antecedents and consequences

Nomological net for the indicators may 
differ

Indicators are not required to have the 
same antecedents and consequences

Adapted from Jarvis et al. (2003)

The characteristics’ of indicators shown in Table 4.1, therefore, determine the 

classification of constructs as reflective or formative. While covariation among 

indicators (third group in Table 4.1) is measured statistically, the other characteristics 

may be assessed through logic and deduction. In the following section we identify the 

study variables and classify them as reflective or formative according to their 

characteristics. The classification will be confirmed by statistical testing in chapter 

five.
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4.4.2 Study Variables
Details of relevant constructs for each of the variables investigated in this 

study are discussed in the following sections. For each variable we identify the 

constructs and classify them either as formative or reflective. Indicators that may be 

used to measure the construct are also identified. The final survey instrument is shown 

in Appendix B. Where appropriate, the question number (in the survey) of each 

indicator is referred to in brackets.

4.4.2.1 Interpartner Working Relationships
Two main factors contribute to the definition of interpartner working 

relationship: trust and conflict/disputes between parent partners. Both factors are used 

to gather data and operationalise the interpartner working relationship construct.

As noted earlier the definition of trust adopted in this study is that of Child and 

Faulkner, (1998), where trust is defined as a

Belief that another party's action will he beneficial and reliable rather than
the opposite, (p.53)

Perceptual measures of trust are collected using a set of questions suggested 

by Aulakh et al. (1996) requesting respondents to indicate on a fully anchored Likert 

scale (1 = strongly agree to 5 = strongly disagree) their opinion on the following 

issues:

(i) Whether their business relationship with their international joint 

venture partner(s) was characterised by high levels of trust (question 

23);

(ii) Whether their company and their partner(s) generally trusted each 

would stay within the terms of the (IJV) contract (question 24); and

(iii) Whether their company and their partner(s) were generally sceptical of 

the information provided to each other (question 25).

Drawing on Zaheer et al. (1998), an additional measure gathers data on actual 

levels of significant disagreement between the respondent’s company and their 

international joint venture partner(s) over the last five years (question 21).
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Figure 4.3 shows the Interpartner Working Relationship construct and its 

four indicators discussed above. The characteristics of the four indicators suggest that 

the construct Interpartner Working Relationship is a reflective construct (see Figure 

4.3). As per Table 4.1 and the discussion in section 4.4.1, all indicators are a 

manifestation of the construct, share a common theme and measure similar content. 

Also, the direction of causality is from the construct to indicators.

Low score answers to questions 23 and 24 indicate high level of trust. On the 

contrary, low score answers to questions 25 indicate low level of trust and low score 

answers to question 21 indicate high level of interpartner disagreement. To achieve 

consistency of measurement, scale scoring for questions 21 and 25 need to be 

reversed so that for question 21, l=never (no disagreement) and 5=always (very 

frequent disagreement), and for question 25, l=strongly disagree and 5=strongly 

agree.

Interpartner
working

relationship

Disagreements between 
partners

Belief that correct 
information is provided 

by other partner(s)

Belief that partners stay 
within the terms of the 

contract

Perception of level of 
trust in business 

relationship between 
partners

Figure 4.3 - Interpartner Working Relationship Construct

4.4.2.2 Motives
The extant literature indicates a long list of motives for parent partners to form 

a joint venture. Child and Faulkner (1998), Groot and Merchant (2000), Maitland et
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al. (1999), Hatfield, Pearce, Sleet and Pitts (1998) and Fey (1996) are examples from 

the literature where lists of motives are included.

The following eleven broad categories of motives were selected from these 

sources for inclusion in the survey questionnaire:

(i) Profit

(ii) Growth

(iii) Expansion in related products

(iv) Expansion through diversification

(v) Expansion to new market

(vi) Cost reduction

(vii) Risk sharing

(viii) Access resources/raw materials

(ix) Knowledge exchange/leaming

(x) Co-opting or blocking competition

(xi) Overcoming government barriers

The first seven are taken from the list of motives used by Groot and Merchant 

(2000) and Yan and Gray (1994, 2001). The category Knowledge exchange/leaming 

is common to many studies. The categories Co-opting or blocking competition and 

Overcoming government barriers, are also found in many research projects and, in 

particular, in Contractor and Lorange (1988). The category Access resources/raw 

materials is also found in many prior studies but, in particular, in Maitland et al. 

(1999).

Respondents are requested to indicate on a fully anchored Likert scale “1 = 

strongly agree to 5 = strongly disagree” their level of agreement with motivation for 

their company to enter the international joint venture for each of the eleven motives.

Groot and Merchant (2000) and Franko (1971) reported confirmatory findings 

of a relationship between parent partner motives and the focus of control, suggesting a 

wide range of elements related to motives that may influence a parent partner’s 

management control choices, including how a partner’s motives are phrased (e.g.,
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financial/non-fmancial), the breadth of partners’ motives for the international joint 

venture, the strategic importance attached by parent partners to the joint venture, the 

fit between international joint venture’s product and the rest of a partner's business.

In this study we define two constructs related to motives. Both constructs are 

derived from prior research and, in particular, from the work and suggestions of Groot 

and Merchant (2000).

Breadth of 
Motives

Financial
Objectives

Number of motives

Cost reduction

Profit

Figure 4.4 - Motives Constructs

The first construct is the Breadth of Motives of a parent partner. The variable 

has one indicator measuring the number of motives of a parent partner in promoting 

and entering into the international joint venture. The measure was calculated by 

counting the number of motives in question 13a of the survey where respondents 

indicate “agree” or “strongly agree” on the five-point fully anchored Likert scale. As 

per Table 4.1, direction of causality (from the construct to the indicator) suggests that 

the latent variable Breadth of Motives is a reflective indicator.

The second construct Financial Objectives is formative. The emergent 

variable includes the indicators derived from motives (i) and (vi) above; that is, profit 

and cost reduction. In this case the direction of the causality is from the indicators to

137



the construct, the indicators have different contents and a change in one indicator is 

not necessarily associated with a change in the other. The measurements derived from 

motives (i) and (vi), therefore, determine the emergent variable. The measure is 

calculated by averaging the scores to the answers to each of the above items.

Figure 4.4 shows the Breadth of Motives and Financial Objectives 

constructs and their indicators.

4.4.2.3 Bargaining Power
The three main components determining the power bases of the bargaining 

process are relative contribution of resources, strategic importance of international 

joint venture to partner (stakes) and alternatives available to forming the international 

joint venture (Gray and Yan, 1992; Yan and Gray, 1994; Pfeffer and Salancik, 1978; 

Mjoen and Tallman, 1997). Yan and Gray (1994, 2001) and Mjoen and Tallman 

(1997) classify these into context-based and resource-based factors of bargaining 

power.

The context-based factors are:

(i) The perceived strategic importance of the joint venture to the overall 

business of the parent (as a measure of stakes), and

(ii) The alternative partners available to form the international joint 

venture.

The resource-based factors are:

(i) Technology,

(ii) Management expertise,

(iii) Marketing skills

(iv) Customer service skills and facilities

(v) Local knowledge

(vi) Product distribution

(vii) Material procurement, and

(viii) Equity.
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Data on sources of bargaining power is collected by using the above 

dimensions and factors.

High bargaining power is the result of a high number of alternative partners, 

low strategic importance of the international joint venture and high contribution of 

critical resources.

With regard to the two context based variables, respondents were requested to 

indicate on a fully anchored Likert scale (1 = strongly agree to 5 = strongly disagree) 

their level of agreement with statements on the strategic importance of their 

international joint venture to their company and on the availability of potential 

partner(s) during the negotiation to form the international joint venture (questions 18 

and 19). As high bargaining power is associated with lower strategic importance and 

more availability of potential partner(s), to achieve consistency of measurement, the 

responses to questions 18 (strategic importance of international joint venture to the 

partner) were reverse scored.

Relative resource contribution data was gathered by requesting respondents 

(question 20) to indicate their contribution relative to that of their partner(s) for each 

of the resources suggested by Yan and Gray (1994, 2001) and Mjoen and Tallman 

(1997), on a fully anchored Likert scale (1 = 100% your company to 5 = 100% your 

partner). Information on equity interest in the international joint ventures is gathered 

in question 10. Consistently with the relative resource contribution items, the 

percentage of equity interest was transformed to fit a five-point classification as 

follows:

1. 100% equity your company;

2. Mostly your company (equity interest higher than 56%);

3. Equally shared (equity interest between 46% and 55%;

4. Mostly your partner (equity interest less than 45%);

5. 100% equity your partner.

Figure 4.5 shows the Bargaining Power construct and its indicators. The 

characteristics of the relevant indicators suggest that the Bargaining Power construct 

is a formative construct, thus the direction of the arrows in Figure 4.5 from the 

indicators to the construct. Referring to the discussion in section 4.4.1, all indicators
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are derived from well defined theoretical propositions, are defining characteristics of 

the construct, do not have similar content and the direction of causality is from the 

indicators to the construct. All measurements derived from the above items in the 

questionnaire, therefore, determine the emergent variable.

Potential partners 
available to form 
international joint 

venture

Strategic importance of 
international joint 

venture

local knowledge

product distribution

material procurementBargaining
Power equity

technology

management expertise

marketing skills

customer service skills 
and facilities

Figure 4.5 - The Bargaining Power Construct

Furthermore, three additional constructs are derived from these items to 

measure each of the three dimensions of bargaining power.

The first reflective construct is Stakes and it measures the strategic importance 

of the international joint venture to the partner (question 18).

The second reflective construct is Alternatives and it measures the number of 

alternative partners available to the parent company when forming the international 

joint venture (question 19).

The third formative construct is Resources. This latent variable measures the 

resources contributed by one partner to the international joint venture relative to other 

partner(s) (questions 10 and 20).
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One indicator only defines each of the first two constructs. In both cases the 

direction of the causality is from the construct to the indicator and therefore, referring 

to the discussion in section 4.4.1, their classification as reflective indicators. The 

indicators of the Resources construct, instead, although sharing a common theme, 

refer to different content, are all defining characteristics of the construct and a change 

in individual indicators would cause a change in the construct; thus the classification 

as a formative construct.

Figure 4.6 shows the Stakes, Alternatives and Resources constructs and their 

related indicators.

Figure 4.6 - Stake, Alternatives and Resources Constructs

4.4.2.4 International Experience
The assessment of a partner’s involvement in international operations, 

dealings with imports and exports and their involvement in other international joint 

ventures are used to measure their experience in international business operations.

Data on international experience is collected by using two perceptual 

questions and two categorical questions.

141



Luo (1995a, 1995b), Child and Yan (2003) and Parkhe (1993b), amongst 

others looked at the number of international joint ventures the parent partner was 

involved in as indicators of international experience. Data on this issue is collected by 

requesting respondents to indicate the number of international joint ventures their 

companies have been involved over the last ten years (question 7).

Perceptual measures of parent partner experience in international business are 

collected by using two questions drawn from a data collection instrument used by 

Mjoen and Tallman (1997) (questions 5 and 6). The questions require respondents to 

provide agreement on a five-point fully anchored Likert scale (l=strongly agree to 

5=strongly disagree) with the following statements:

(i) Whether their company has a strong tradition of international 

operations, and

(ii) Whether their company has been involved in operations in and/or 

exporting to foreign countries for many years.

Two constructs are derived from these items.

The first construct is International Experience. The latent variable includes 

indicators derived from the two perceptual measures. Both indicators are a 

manifestation of the construct, have similar contents, share a common theme and the 

direction of the causality is from the construct to the indicators. Thus, referring to 

Table 4.1, the latent variable International Experience is a reflective construct.

The second construct Involvement in International Joint Ventures is

derived from the answers to question seven in the questionnaire. The number of 

international joint ventures the parent partner had been involved into over the last ten 

years is transformed to fit a five-point classification of the fully anchored Likert scale 

as follows:

1. Involved in one international joint venture;

2. Involved in 2 to 5 international joint ventures;

3. Involved in 6 to 10 international joint ventures;

4. Involved in 11 to 15 international joint ventures;

5. Involved in 16 or more international joint ventures.
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The construct Involvement in International Joint Ventures is measured by 

one indicator only. The indicator is a manifestation of the construct and the direction 

of the causality is from the construct to the indicator and therefore, in line with the 

discussion in section 4.4.1, the latent variable is classified as reflective construct.

Figure 4.7 shows the International Experience and the Involvement in 

International Joint Ventures constructs and their related indicators.

International
Experience

Involvement in 
International 

Joint Ventures

Strong tradition of 
international operations

Number of international 
joint ventures over last 

ten years

Involvement in 
operations and/or 

exporting to foreign 
countries

Figure 4.7 - International Experience and Involvement in International Joint
Ventures Constructs

4.4.2.5 Focus of Control
Focus of control refers to the range of controls over the operations of the 

international joint venture chosen by parent partners as part of their management 

control system aimed at monitoring international joint ventures and/or as part of the 

international joint venture management control system.

In line with Mjoen and Tallman (1997) and Groot and Merchant (2000), focus 

of control is assessed in terms of its broadness. Narrow focus of control means that 

the parent partner chooses to exercise control over limited specific areas, while broad
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control focus means that a parent partner chooses to exercise general control over a 

wide range of activities.

Data on focus of control is collected using data collection instruments from 

prior studies (Hill and Hellriegel, 1994) to obtain information on managers provided 

by a parent partner for different functional areas of an international joint venture 

(question 14). The functional areas are:

(i) Pricing policy

(ii) Marketing and distribution

(iii) Development of new products/services

(iv) Management of daily operations

(v) Human resources management

(vi) General administration

(vii) Finance management

(viii) Capital expenditure approval

(ix) Revenue and cost budgeting

(x) Public/govemment relations

The functional areas are drawn from several studies on international joint 

ventures including Hill and Hellriegel (1994), Killing (1983), Kogut (1988), Blodgett 

(1991), Gordon and Narayan (1984), Beamish (1984), Groot and Merchant (2000), 

Yan and Gray (1994 and 2001), Geringer and Herbert (1989), Mjoen and Tallman 

(1997), Child and Yan (2003), Ding (1997) and Glaister (1995).

The item requires respondents to provide information on managers provided 

by the parent partner to the international joint venture, on a three-point fully anchored 

Likert scale (1= More than our partner(s) to 3= Less than our partner(s)) for each of 

the ten functional areas. The Focus of control construct is measured by averaging the 

scores to the answers to each item in the above question.

All indicators of this construct share a common theme, have similar content, 

are a manifestation of the construct and the direction of the causality is from the
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construct to the indicators. Accordingly, as discussed in section 4.4.1, the latent 

variable Focus is classified as a reflective construct1.

Figure 4.8 shows the Focus of control construct and its related indicators.

Provision of managers over-

Focus
General administration

Revenue and cost budgeting

Marketing and distribution

Human resources management

Finance management

Public/government relations

Capital expenditure approval

Pricing policy

Management of daily 
operations

Development of new 
products/services

Figure 4.8 - Focus of Control Construct 

4.4.2.6 Extent of Control
Extent of control refers to the extent to which parent partner’s wish (or are 

able) to exercise control over chosen areas of the operations of the international joint 

venture as part of their management control systems aimed at monitoring international 

joint ventures system and/or as part of the international joint ventures management 

control system (amongst many others see Groot and Merchant, 2000; Yan and Gray,

1 An alternative argument is that this construct could be classified as formative rather than reflective. 
Conceptually one could propose that the provision by a parent partner of more managers in one 
functional area of the operations of an international joint venture may not necessarily be 
accompanied by the provision of more managers in other functional areas. However, as reported in 
Chapter 5, statistical testing (all measures of convergent validity) strongly support the construct 
being classified as reflective, and this classification has been adopted for the thesis. To explore the 
impact of this classification decision, we performed alternative PLS analysis of the theoretical model 
where the Focus construct was classified as formative rather than reflective. These alternative PLS 
results are similar to those reported in Chapter 5.

145



1994; Geringer and Herbert, 1989). Extent of control, therefore, measures the degree 

to which parent partners exercise control over the decision-making process of their 

international joint ventures.

The measure requires the respondents to indicate the relative influence of their 

company in the decision-making process for a series of functional areas of their 

international joint venture (question 15). The functional areas are the same as those 

used for focus of control.

Respondents are asked to assess their company’s influence over the decision 

making of the international joint venture on the following five-point fully anchored 

Likert scale:

1. Totally our decision

2. Dominant influence by our company

3. Shared with other partner(s) and/or international joint ventures 

management

4. Dominant influence by other partner(s) and/or international joint 

ventures management

5. Totally other partner(s) and/or international joint ventures 

management.

The resulting measure provides an indication of parent partner influence over 

the international joint venture decision making process along the lines of the original 

assessment of control pioneered by Killing (1983), where control was conceptualised 

as dominant, shared or minority but over specific functional areas of international 

joint ventures. The Extent of control construct is measured by averaging the scores to 

the answers to each item in the above question.

Similarly to the focus of control construct, all indicators of the Extent 

construct share a common theme, have similar content, are a manifestation of the 

construct and the direction of the causality is from the construct to the indicators. 

Accordingly, as discussed in section 4.4.1, the latent variable Extent is classified as a 

reflective construct.
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Figure 4.9 shows a summary of the Extent of control construct and its related 

indicators.

Parent partner’s influence on decision making of the international joint venture over:

Extent

Capital expenditure approval

Pricing policy

General administration

Public/government relations

Revenue and cost budgeting

Finance management

Human resources management

Marketing and distribution

Development of new 
products/services

Management of daily 
operations

Figure 4.9 - Extent of Control Construct 

4.4.2.7 Mechanisms of Control
The types and mix of mechanisms of control selected by parent partners to 

monitor their international joint ventures can be grouped into various categories, 

ranging from formal to informal. The extant literature provides an extensive list of 

mechanisms of control used by parent partners of international joint ventures and a 

wide range of classifications (for examples see Groot and Merchant, 2000; Yan and 

Gray, 1994, 2001; Geringer and Herbert, 1989; Schaan, 1983; Bartlett, 1986; Makhija 

and Ganesh, 1997).

Makhija and Ganesh (1997), drawing from Martinez and Jarillo (1989) and 

Ouchi (1979), suggest a list of categories likely to represent a comprehensive 

indicator of different groupings of individual mechanisms of control. The list ranges 

from highly formal to highly informal categories of mechanisms of control:

(i) Contracts
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(ii) Structural Grouping and Departmentalisation

(iii) Formal authority relationship

(iv) Standardised Procedures and Rules

(v) Planning and Budgeting

(vi) Supervision

(vii) Performance evaluation

(viii) Teams and task forces

(ix) Meetings and organised personal contact

(x) Transfer of managers/lateral movements

(xi) Rituals, traditions and ceremonies

(xii) Networking and other socialisation processes.

Respondents are asked to indicate their agreement on a five-point fully 

anchored Likert scale (l=strongly agree, to 5=strongly disagree) on whether these 

specific categories of mechanisms of control are relied upon by their company in 

controlling international joint venture (question 17).

The literature review in chapter two has shown that mechanisms of control can 

be grouped and classified under many different labels and categories. A common 

theme to all classification is the range from formal to social controls. In general, 

formal controls aim at imposing correct behaviour, while social controls aim at 

creating the conditions for development of correct norms and values. Adapting 

various classifications to this range and drawing from the suggestions of Fryxell et al. 

(2002), two constructs are derived from the data in this question: Formal or 

Bureaucratic mechanisms of control and Social or Promotive mechanisms of control.

The first construct is Formal Controls. This latent variable includes indicators 

measured from items (i) to (vii) of the above mechanisms. The second construct is 

Social Controls. The latent variable includes indicators measured from items (viii) to 

(xii) of the above mechanisms.
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In line with the discussion in section 4.4.1, both variables are classified as 

reflective indicators. The indicators for each of these constructs, in fact, share 

common themes, have similar content and are a manifestation of the construct.

Figure 4.10 shows a summary of the mechanisms of control constructs 

Formal Controls and Social Controls and their related indicators.

Figure 4.10 - Mechanisms of Control Constructs

4.4.2.8 Performance
The extant literature indicates that measuring international joint ventures 

performance is a very difficult task (Yan and Gray, 1994; Mjoen and Tallman, 1997; 

Hill and Hellriegel, 1994; Geringer and Herbert, 1989; Killing 1983). On one hand are 

objective measures of performance both financial (growth, costs, profit) and non- 

financial (such as duration, stability, rate of survival of international joint ventures). 

On the other hand, are more subjective measures directed to evaluating achievement 

of parent partner’s objectives that may also be based on financial or non-financial 

elements.
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The extant research fails to resolve the issue of defining a generally accepted 

measure of international joint venture performance and provides a wide array of 

points of view, methods and techniques.

Child and Yan (2003), for example, note that the main difficulty with 

objective measures is access to reliable data and argue that a subjective measure of 

satisfaction may be the most adequate measure of international joint venture’s 

success. Confirming this suggestion, Hatfield et al. (1998) tested both subjective 

(managerial assessment of partner goal achievement) and objective (duration and joint 

venture survival) evaluation criteria used by parent partners and found that the former 

was the preferred approach. Child and Yan (2003) also assessed international joint 

venture performance in two ways: according to goal achievement, and (drawing from 

Bleeke and Ernst, 1993) in terms of discrete financial performance, and found the first 

method to yield valid results.

Many other researchers have indicated that a widely accepted 

conceptualisation of performance appears to be that of a parent partner’s perception of 

satisfaction with international joint venture performance (amongst others, see Osland 

and Cavusgil, 1998; Beamish, 1993; Geringer and Herbert, 1991; Fey, 1995; Yan and 

Gray 1994; Child and Yan, 2003; Hill and Hellriegel, 1994; Gill and Butler, 1996). 

This view involves a subjective evaluation of performance linked to the achievement 

of parent partner’s objectives. The evaluation may be based on financial elements, 

non-fmancial elements or a combination of both. Satisfaction may refer to the overall 

performance of the international joint venture (Killing 1983; Schaan, 1983; Beamish, 

1984; Inkpen and Birkenshaw, 1994; Lyles and Baird, 1994), as well as to individual 

dimensions related to specific objectives (Osland, Cavusgil and Tamer, 1998; Glaister 

and Buckley, 1998; Janger, 1980; Killing 1983; Schaan, 1983; Beamish, 1984; Yan 

and Gray, 2001; Hill and Hellriegel, 1994). One partner’s evaluation of the 

international joint venture’s performance may also be influenced by its perception of 

the other partner’s assessment of performance and that of the international joint 

ventures’ management itself. Mjoen and Tallman (1997) and Anderson (1990) also 

suggest that degree of satisfaction measures of performance should take into 

consideration both financial and non-financial measures. Finally, Geringer and 

Herbert (1991) found that subjective measures were strongly correlated to objective
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measures and, therefore, may constitute a valid measurement of international joint 

ventures’ performance.

In this study international joint venture’s performance is measured in terms of 

degree of satisfaction of parent companies with performance on a comprehensive list 

of financial and non-fmancial indicators (question 26).

The following list of performance indicators was drawn from several studies 

on international joint venture performance and, in particular, from Mjoen and Tallman 

(1997), Anderson (1990), Zhang and Li (2001), Ding (1997), Child and Yan (2003), 

Groot and Merchant (2000), Mjoen and Tallman (1997), Osland and Cavusgil (1998), 

Fey (1995) and Hill and Hellriegel (1994):

(i) Harmony with other partner(s)

(ii) Morale of people involved with IJV

(iii) Productivity

(iv) Financial Resources indicators

(v) Ability to adapt to new environment

(vi) Ability to adopt innovation

(vii) Learning about unfamiliar markets

(viii) Learning about new technology

(ix) Product/service quality

(x) Product/service cost

(xi) IJV product/service price

(xii) Market share

(xiii) Customer satisfaction

(xiv) Profit

(xv) Cash Flow

Respondents are asked to indicate 

anchored Likert scale (l=strongly agree to 

satisfaction of their company for their international joint venture performance on each

their agreement on a five-point fully 

5=strongly disagree) on the degree of
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of the 15 performance indicators. A response of “0=not relevant” was available where 

a particular performance indicator was not relevant to respondents’ international joint 

venture assessment of performance.

The Performance construct is assessed on the basis of the measurements from 

the answers to the multiple items above. Referring to the discussion in section 4.4.1 

and the characteristics of indicators listed in Table 4.1, it is suggested that the latent 

variable Performance is a reflective construct. The relevant indicators are a 

manifestation of the construct and measure the similar outcomes by sharing the same 

theme. The direction of the causality is from the construct to the indicators. In line 

with findings of the extant literature (Hill and Hellriegel, 1994), however, it is 

expected that this construct may include several dimensions.

Figure 4.11 shows the construct Performance and its related indicators.

Cash Flow Profit Market share

Productivity

Financial Resources 
indicators

Product/service quality

Product/service cost

International 
joint venture 
performance

Customer satisfaction

IJV product/service 
price

Ability to adopt 
innovation

Ability to adapt to new 
environment

Learning about 
unfamiliar markets

Learning about new 
technology

Harmony with other 
partner(s)

Morale of people 
involved with IJV

Figure 4.11 - International Joint Venture Performance Construct

4.4.3 Summary of Constructs and Indicators
In this section we outlined the model’s constructs and the variables related to 

each of them. Constructs and indicators are summarised in Table 4.2.
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Table 4.2 - Summary of Constructs and Indicators

CONSTRUCTS INDICATORS
Interpartner Working 
Relationship

1 Significant disagreements with partner(s)
2 Business relationship with partner(s) characterised 

by high levels of trust
3 Company and partner(s) generally trust each will 

stay within the terms of the contract
4 Company and partner(s) are generally sceptical of 

the information provided to each other

Breadth of Motives 1 Number of motives

Financial Objectives 1 Profit
2 Cost reduction

Bargaining Power 1 Perceived strategic importance of the joint venture 
to the overall business of the parent.

2 Alternative partners available to form the 
international joint venture

3 Relative contribution of resources in:
3.1 Technology
3.2 Management expertise,
3.3 Marketing skills
3.4 Customer service skills and facilities
3.5 Local knowledge
3.6 Product distribution
3.7 Material procurement
3.8 Equity

Stakes 1 Perceived strategic importance of the joint venture
to the overall business of the parent.

Alternatives 1 Alternative partners available to form the 
international joint venture

Resources Relative contribution of resources in:
1 Technology
2 Management expertise,
3 Marketing skills
4 Customer service skills and facilities
5 Local knowledge
6 Product distribution
7 Material procurement
8 Equity

International Experience 1 Strong tradition of international operations
2 Parent partner involvement in operations in and/or 

exporting to foreign countries

Involvement in International 
Joint Ventures

1 Number of international joint ventures over the last
10 years
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Table 4.2 - Summary of Constructs and Indicators (continued)
CONSTRUCTS INDICATORS

Focus Provision of managers over following functional areas of 
the international joint venture:
1 Pricing policy
2 Marketing and distribution
3 Development of new products/services
4 Management of daily operations
5 Human resources management
6 General administration
7 Finance management
8 Capital expenditure approval
9 Revenue and cost budgeting
10 Public/govemment relations

Extent Relative influence of parent partner in the decision
making process of following functional areas of the 
international joint venture:
1 Pricing policy
2 Marketing and distribution
3 Development of new products/services
4 Management of daily operations
5 Human resources management
6 General administration
7 Finance management
8 Capital expenditure approval
9 Revenue and cost budgeting
10 Public/govemment relations

Formal Controls 1 Contracts
2 Structural Grouping and Departmentalisation
3 Formal authority relationship
4 Standardised Procedures and Rules
5 Planning and Budgeting
6 Supervision
7 Performance evaluation

Social Controls 1 Teams and task forces
2 Meetings and organised personal contact
3 Transfer of managers/lateral movements
4 Rituals, traditions and ceremonies
5 Networking and other socialisation processes.
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Table 4.2 - Summary of Constructs and Indicators (continued)
CONSTRUCTS INDICATORS

Performance 1 Harmony with other partner(s)
2 Morale of people involved with IJV
3 Productivity
4 Financial Resources indicators
5 Ability to adapt to new environment
6 Ability to adopt innovation
7 Learning about unfamiliar markets
8 Learning about new technology
9 Product/service quality
10 Product/service cost
11 IJV product/service price
12 Market share
13 Customer satisfaction
14 Profit
15 Cash Flow
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4.5 Questionnaire Development

4.5.1 The Survey questionnaire
The questionnaire used to collect data for this study was developed following 

the approach recommended by Dillman (2000).

Most questions used in the questionnaire were derived from prior research. 

However, as different research methodologies were used by prior research, in many 

cases, the questions were integrated and adapted to suit the data collection needs of 

the study. Relevant discussion on the source of questions providing data for the 

measurement of the constructs is found in section 4.4.

In addition some questions were added to collect descriptive data on the 

respondents, their companies, their international joint ventures and partner(s). The 

questions were drawn from various studies on international joint ventures and in 

particular from Zhang and Li (2001) and Blumenthal, (1988). These are:

(i) Information on respondents:

a. Years employed by the company (question 1);

b. Length of time (in years) employed in the current position (question 3);

(ii) Information on respondent company:

a. Number of people employed by the company (question 4);

b. Australian and New Zealand Standard Industry Codes in which the 

company is principally involved (question 9);

(iii) Information on international joint ventures:

a. Year of formation of international joint venture (question 8a);

b. Nationality of partner(s) (question 8b);

c. Country(ies) of operations (question 8c);

d. Australian and New Zealand Standard Industry Codes in which the 

international joint venture is principally involved (question 9);

e. Percentage of the international joint venture board/management 

committee the company is entitled to appoint (question 11).
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4.5.2 Design of the Survey Questionnaire
In line with the research questions, the questionnaire was designed taking into 

consideration the respondents: international operations managers (or in their absence 

the general managers) of Australian companies involved in international joint 

ventures operating abroad. Recommendations formulated in the Tailored Design 

Method (Dillman, 2000) were followed in designing the questionnaire.

The Tailored Design Method is concerned with identifying and designing each 

aspect of the survey process in a way that maximises the response rate and organising 

the survey effort in order to ensure that the design intentions are carried out in 

complete detail. The intention of the Tailored Design Method is to overcome the main 

problems that inhibit response rates.

Dillman (2000) indicates the following four sources of survey errors and their 

consequences:

1. Sampling error

2. Coverage error

3. Measurement error

4. Non-response error.

Each of these potential errors were carefully considered and discussion on 

each of them will follow in this and subsequent sections.

Measurement errors are the result of poor wording or questions being 

presented in such a way that inaccurate or uninterpretable answers are obtained. 

Sampling error refers to the results representing only some and not all elements of the 

survey population. Both of these errors may be reduced by carefully considering 

questions to be included in the survey questionnaire, paying particular attention to 

how the questions are worded and organising the survey questionnaire in a way that is 

easy to follow and answer.

Dillman (2000) provides a set of guidelines to select and write questions that 

respondents may find easier to answer. These include a set of questions (criteria) the 

compiler of the survey questionnaire should ask herself before including a question in 

the survey questionnaire and a series of recommendations on how to write the 

question.
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The criteria for inclusion of questions in the survey questionnaire result from 

answers to the following questions (Dillman, 2000, pages 34 to 49):

(i) Does the question require an answer?

(ii) To what extent do survey recipients already have an accurate, ready

made answer for the question that they are being asked to report?

(iii) Can people accurately recall and report past behaviour?

(iv) Is the respondent willing to reveal the requested information?

(v) Will the respondent feel motivated to answer each question?

(vi) Is the respondent’s understanding of response categories likely to be 

influenced by more than words?

(vii) Is survey information being collected by more than one mode?

(viii) Is changing a question acceptable to the survey sponsor?

Except for (vii) and (viii) all other criteria were applicable to the selection of 

questions included in the survey questionnaire for this study. To limit measurement 

error, the relevance of chosen questions was enhanced by the fact that where possible, 

questions and set of questions were derived from prior studies where data validity and 

reliability had already been established. In general, all questions included in the 

questionnaire required an answer and as reported in section 4.7 and section 4.8, 

respondents failed to answer only a few questions in a limited number of returned 

questionnaires.

With regard to criteria (ii) to (iv), the information requested was accurately 

selected so that it could be expected the respondents could obtain it with minimal 

effort and research. The risk outlined at criteria (vi) is always real as one person’s 

perception of reality is always different from that of others and influenced by unique 

personal experience. However, to limit the risk of misunderstanding categories were 

presented as clearly as possible. Also, questions requiring similar type of information 

or requiring complementary information on similar issues were grouped and kept 

together so that the respondent attention would not be distracted.

Dillman (2000) makes the following recommendations on how to write 

questions:
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(i) Use simple words

(ii) Do not be vague

(iii) Keep it short

(iv) Be specific

(v) Do not talk down to respondents

(vi) Avoid bias

(vii) Avoid objectionable questions 

(viii) Do not be too specific

(ix) Avoid hypothetical questions

All questions in the questionnaire were kept as short, simple and clear as 

possible. There were clear explanations of what was expected of respondents and 

what type of information to provide. No calculations were required and most of the 

information sought would be easily available through direct experience or enquiring 

from other staff directly involved in the international joint ventures. No hypothetical 

questions were asked. All questions, except for those dealing with assessment of 

performance and perceptual issues, required simple factual information.

Dillman (2000) also indicates that:

Self-administered questionnaires mostly involve a different human sense, 
seeing. However unlike the interview situation, the comprehension order is 
controlled by the respondent. It is for this reason that the visual aspects of 
design taken on paramount importance in self-administered questionnaire 
design, (p. 79)

Accordingly, the survey questionnaire was constructed in a way that would 

make it easier to understand and answer. As noted by Dillman (2000), a respondent 

friendly questionnaire can help in reducing non response (however, as found by 

Dillman, Sinclair and Clark, 1993, this reduction is quite modest) and most 

importantly non-response error, that is that the relevant respondents complete the 

questionnaire.

The research question and the purpose of the research were clearly explained 

to respondents in the letter accompanying the survey questionnaire (see Appendix A
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and Appendix D) and on the front cover of the questionnaire (see Appendix B). The 

front cover also contained clear simple instructions as to who should answer the 

questionnaire, how to answer it and contacts for respondents requiring additional 

information.

In line with the Tailored Design Method (Dillman, 2000), the questionnaire 

was presented in a booklet form over less than six pages. A clear navigational path 

was included throughout the survey questionnaire. This was achieved by grouping and 

keeping together questions on different issues, inserting graphical enhancements 

(shaded areas). Key words were bolded to ensure that the attention of the reader was 

drawn to the issue intended to be covered by the question.

Also in line with Dillman’s (2000) suggestion that instructions should be 

provided at the point that respondents are ready to act on them, the questionnaire 

included clear instructions to respondents on how to answer each question and what 

question to answer next where subsequent questions where to be skipped.

In summary, the survey questionnaire was developed by following the 

recommendations of the Tailored Design Method (Dillman, 2000). These are aimed at 

reducing response error and maximising the rate of response.

Before administering a survey questionnaire a researcher must ensure that it, 

in fact, allows collection of intended data. This is achieved by pilot testing the survey 

questionnaire. The relevant process of pilot testing is reported in the next section.

4.5.3 Pilot Test
To reduce question ambiguity and test the validity of the questionnaire a pilot 

test was organised prior to the final drafting of the survey questionnaire. Dillman 

(2000) and Dane (1990) are only two of many authors who stress the importance of 

proper testing of a survey questionnaire instrument prior to its administration to 

intended respondents. In particular Dane (1990) indicates that pre-testing of survey 

instruments “is the most important phase of survey research ” (p. 127).

The survey questionnaire was tested on seven participants: four potential 

respondents who had been or were still involved in international joint ventures, two 

academics and the manager of a company providing consulting services to 

organisations operating abroad. The respondents were contacted personally. In order
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to simulate the process of the survey questionnaire administration, they were 

requested to answer each question and provide comments on the questions relevance 

and clarity. Their comments, where provided, were further discussed at face-to-face 

meetings or through telephone conversations.

Feedback from the pilot testing resulted in:

• Minor changes to the wording of some questions (for example, the 

addition of the words “management committee” in question 11)

• The enhancement of key words in some questions (by placing them in 

bold)

• Refinement of instructions on how to answer questions (for example the 

addition of tick one box only in a few questions)

• The addition of the option “0=not relevant” to the measurement scale in 

question 26.

• A review of the instructions on the front cover.

All questions originally included in the pilot tested survey questionnaire were 

confirmed. No additional questions were suggested and no negative feedback was 

received with regard to any of the questions or the survey design.

4.6 Sample
The unit of analysis of this study is Australian companies involved (as parent) 

in international joint ventures operating outside Australia. A joint venture is 

considered international when it is formed by parent partners originating from 

different countries (Groot and Merchant, 2000).

Equity joint ventures are preferred to other forms because of the inherent 

clearer definition of rights and obligation and the direct involvement of each partner 

by introducing resources and wearing the relevant risk. The international joint 

ventures sampled, therefore, should be equity international joint ventures, that is 

where parent partners acquire equity interest and invest capital and other resources 

(see Killing 1982, 1983; Groot and Merchant 2000; Yan and Gray 1994).

A search was undertaken to locate a dedicated database of Australian parent 

partners of international joint ventures, with negative result. It appears that no public
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(or private) comprehensive database of such companies is available in Australia. 

Austrade1 and the commercial office of diplomatic postings sometimes compile lists 

of Australian interests in their host country* 2 and usually such lists are not available in 

Australia (must be ordered from the Australian diplomatic office in the host country). 

A major difficulty in this study, therefore, was to identify the sample population.

A database for this study was created from all available sources; including 

Austrade, financial reports of public companies and databases of Australian 

companies involved in any form of international business compiled by business data 

reporting companies (for example Dunn & Bradstreet).

Austrade provides some limited data. The Austrade website publishes names 

of companies involved in:

(i) International joint ventures

(ii) International alliances; and

(iii) International partnerships.

However, inclusion in this list is on the basis of companies volunteering the 

information and a request for their name to be published. The list, therefore, is very 

limited and not representative of all Australian companies involved in international 

joint ventures. Nevertheless, a list of 94 companies (both private and public) was 

compiled from the Austrade website.

Many Australian public companies report their involvement in international 

joint ventures in their annual reports. An annual report database (Connect4) was 

searched for relevant information. Connect4 is a database of Australian companies’ 

annual reports that allows searches of individual or multiple words cited in the annual 

reports. However, it was limited to public companies listed on the Australian Stock 

Exchange.

! An Australian government organization supporting Australian companies in international business 
and trading.

2 We obtained a list of Australian interests in China from the Austrade office in Beijing, The 
publication was not available in Australia.
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A citation search of the words “International Joint Ventures” revealed a very 

low result. Searches for the word strings “International” and “Joint Ventures” 

revealed a total of 419 companies. The Connect4 citation report shows the name of 

the company as well as contact details including addresses, telephone numbers and 

name of company officers. The report, however, does not specify whether the 

companies are in fact involved in international joint ventures and does not indicate the 

foreign country(ies) of operation.

Similar to Austrade website, this list could not be considered a reliable 

indicator of Australian companies actually involved in international joint ventures. 

More investigation was undertaken through Dunn and Bradstreet. This is a firm 

specialised in providing information on business entities around the world. It also 

operates in Australia and provides (for a fee) publicly available data on Australian 

companies and business entities.

Databases of both private and public companies are available according to 

various criteria. The criterion closest to our objective of compiling a database of 

Australian companies involved in international joint ventures was that of “Australian 

companies with business interest abroad”. Dunn and Bradstreet provided the name of 

the company and additional information such as address, telephone number, contact 

person for international operations, description of the business and industry 

classification codes.

The Dunn and Bradstreet criterion was quite wide as it would encompass 

involvement in joint ventures as well as fully owned subsidiaries and other types of 

interest and investments. It could be considered the most reliable and complete list of 

companies with international interests to start building a more comprehensive 

database of Australian companies involved in international joint ventures. The list 

provided by Dunn and Bradstreet included 806 companies.

The final database was compiled by the following process. First, the three lists 

were compared and 6 of the companies listed by Austrade and 59 of the companies 

taken from Connect4 were also part of the Dunn and Bradstreet database. Eliminating 

these double counts, the remaining companies generate a database of 1,254 names of
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Australia companies indicating some form of interest and/or involvement in overseas 

operations.

By cross-checking companies’ indication of involvement in international joint 

ventures from both Austrade and Connet4 listing, 65 of these companies were 

identified as most likely to be involved in international joint ventures operating 

abroad. This was a very limited population and unlikely to be representative of the 

Australian companies’ real involvement in international joint ventures. In order to 

confirm all company’s involvement in international joint ventures, the company’s 

annual report (where available) or their websites were checked. Where confirmation 

could not be obtained from these sources that they were involved in international joint 

ventures, companies were contacted by phone or email. This resulted in the exclusion 

of over half of the companies in the original database as they either had ceased 

involvement in international joint ventures or were involved in business abroad but 

not in the form of international joint ventures.

The original number of companies was reduced to 523. For each of these 

companies not included in the Dunn & Bradstreet listing, the same data and 

information provided in that database was obtained from other sources such as the 

company’s annual reports, information published by the Australian Stock Exchange, 

trade and telephone directories, and direct contact with the company.

To increase the probability that a completed survey questionnaire would be 

returned, Dillman (2000) suggests that it should be personalised and addressed to a 

person by name rather than job description. In contacting or researching each of these 

companies we confirmed or tried to obtain the name of the manager in charge of 

international joint ventures or international operations. In some cases (especially for 

smaller size companies) it was found that they had no international operations 

manager(s). In such cases, the name of the general manager was obtained.

Finally we searched the updated database for companies with multiple 

divisions and, where available, we mailed survey questionnaires to each division. The 

final mailout resulted in 659 survey questionnaire packages being sent out.

Despite the extensive investigation, as reported in the next section, a large 

sample population error still resulted as many of these companies were not actually 

involved in international joint ventures.
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4.7 Questionnaire Administration and Response
In this section we report the process of questionnaire administration and the 

response to the mailout.

4.7.1 Questionnaire administration
The general principles guiding the process of administering a survey 

questionnaire are to minimise coverage error and non-response error. To achieve these 

objectives we followed the suggestions of Dillman (2000).

To obtain the highest level of response it is important to pay utmost respect 

and attention to respondents.

Dillman (2000) suggests that the questionnaire must be respondent-friendly. 

This involves high quality clear wording, unambiguous questions, easy to follow 

layout and easy to understand non-offensive language. This was achieved by the 

process reported in section 4.5.

Respondents are invited to reply, they are not compelled to do so. They are 

actually donating part of their time for little or no personal benefit. The survey 

questionnaire and accompanying documentation must therefore provide guarantees 

and incentives for them to spend their time in completing it. Dillman (2000) and other 

writers make recommendations in this regard and we now address some of these and 

how they were included in the process of administering the survey questionnaire.

First, it was made clear in both the covering letter and the front cover of the 

survey questionnaire that the decision to participate in the survey was entirely 

voluntary.

Second, respondents were given all available opportunity to understand the 

purpose of the questionnaire. This was achieved by explaining the research question 

and the purpose of the questionnaire in both the covering letter and the cover page of 

the survey questionnaire and by providing contact details (telephone number, email 

address and postal address) of both the writer and the supervisor.

Respondents were also guaranteed that they will not receive any harm as a 

result of their participation. Anonymous answers are the best guarantee that no harm 

may derive to the respondents, This was achieved by providing for complete 

anonymity both as respondents and in terms of the organisation employing them. No
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identification number or signs of any kind were placed in the questionnaire. A 

separate postage pre-paid card (see Appendix C) was provided for respondents to 

inform (if they wished so) that they had completed the questionnaire or that could not 

complete it because their company was not involved in international joint ventures. 

The cards were to be mailed separately to the survey questionnaire and were not 

linked in any way to it.

Dillman (2000) found during several experimental tests that the addition of 

token financial incentives in conjunction with the Tailored Design Method produced 

significant increases in response rates. So, in order to encourage responses, we 

provided two incentives to respondents:

(i) Entering into a draw for one of five books on international joint 

ventures, and

(ii) Receiving advance copies of publications from the study.

In order to take advantage of the incentives, respondents were invited to 

provide personal details by using the separate postage pre-paid self addressed card 

included in the survey questionnaire package referred to above.

Dillman (2000) suggests that the process of submitting the survey 

questionnaire and accompanying documentation should include personal contacts and 

forwarding of a replacement questionnaire. In this study each of the companies 

included in the sample was contacted on at least one occasion. The first contact by 

phone or email was aimed at finding out whether the company was involved in 

international joint ventures and the name of the person in charge of international joint 

ventures or international operations. The survey questionnaire was then mailed 

together with a covering letter, a reply paid envelope to return the completed 

questionnaire and the postage pre-paid card where the respondent, if he/she wished to 

do so, could inform that the survey questionnaire had been returned or that the 

company was not involved in international joint ventures. Instructions on how to use 

the postage pre-paid self addressed envelope and the postage pre-paid self addressed 

card were included on the front cover of the survey questionnaire.

A second set of the survey was mailed approximately four weeks after the first 

mailout to all companies identified as not having replied. Soon after this most of the
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people to whom the survey questionnaire had been mailed were contacted by either 

email or phone to remind them of the survey questionnaire and find out whether they 

had completed and returned it. Where the reply was that they had not completed the 

questionnaire, we asked whether the reason was due to their company not being 

involved in international joint ventures. As explained later a significant number of 

people confirmed that their companies were not involved in international joint 

ventures at this point.

Dillman’s (2000) advice for multiple contacts to respondents was followed as 

closely as possible. In the next section we report on response rates.

4.7.2 Survey Response
Given the difficulty in identifying Australian companies involved in 

international joint ventures operating abroad and the complexity of data and 

information on international joint ventures (sometimes not readily available at head 

office) one would expect a low response rate relative to the original survey 

population.

As explained in the previous sections, significant effort was made to identify 

as accurately as possible potential members of the population. Similarly, effort was 

spent on following a rigorous and consistent approach to data collection to encourage 

a positive reply.

Data collection was undertaken in three stages.

The first stage was completed by the first mailout of the survey questionnaire 

to the 659 companies and/or their divisions. The completed questionnaires returned 

from the first mailout totalled 41 and ten companies informing they had completed 

and returned the questionnaire. An additional 40 companies returned the pre-paid card 

informing they were not participating due to non involvement in international joint 

ventures and 42 survey questionnaire packages were returned to sender due to postal 

services not being able to locate the addressee company.

The second stage started approximately four weeks after the first mailout, a 

new survey questionnaire package was mailed to the 567 companies and organisations 

remaining after taking out returned to sender, companies which had identified 

themselves as having replied to the questionnaire and companies that had informed
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they could not or would not participate in the project from stage one. A copy of the 

accompanying letter is included to this thesis as “Appendix D”. A few days later each 

of the potential respondents included in the second mailout list, was contacted either 

by phone or by email.

In line with Dillman’s (2000) suggestions, a good response arose from the 

second mailout with receipt of an additional 58 completed questionnaires. We did not 

receive additional survey questionnaire packages returned to sender as unable to be 

delivered to the addressee.

In total 178 companies informed they did not return a completed questionnaire 

because they were not involved in international joint ventures. Given the difficulties 

in collecting relevant information on the population, it is not surprising that we 

incurred a sample error of such proportion.

The size of the sample population, therefore, should be reduced from the 

original 659 to 439. This is the companies remaining after the number of survey 

questionnaires returned to sender (42) and the number companies informing (by 

returning the postage pre-paid self addressed envelope, by email or by phone) they did 

not participate to the study because they were not involved in international joint 

ventures (178) are eliminated.

The total number of returned completed questionnaires was 99. Two of the 

questionnaires returned were not satisfactorily completed as the information did not 

refer to equity joint ventures reducing the number of useable answers to 97. The 

overall response rate, therefore, was 22.10%.

4.8 Responses and Respondents
As noted in the previous section a total of 97 useable responses were received. 

This represents 22.10% of the population sample. Given the difficulties associated 

with data collection, this was a significant response rate. In this section we report 

characteristics of the respondents, their companies and the international joint ventures 

selected for the survey questionnaire. To note that some respondents did not answer 

all questions in the questionnaire. The total number of respondents reported in each of 

the tables in the next section may therefore be different.
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4.8.1 Characteristics of Respondents
The current position of respondents is shown in Table 4.3. All respondents are 

employed at managerial level. The highest percentage of respondents is represented 

by managing directors (51.58%), followed by international operations managers 

(18.95%). This indicates that the survey questionnaire was completed by the type of 

managers we intended to sample.

Table 4.3 - Current Position of Respondents
Position Respondents Percent
Managing Director 49 51.58%
International operations manager 18 18.95%
Other manager 13 13.68%
Chief Financial Officer 11 11.58%
Ventures Manager 4 4.21%

Table 4.4 and Table 4.5 show relevant statistics related to the respondents 

employment by their companies. The mean employment time shown in Table 4.4 

confirms that most respondents have been employed by their companies for a 

significant period of time and have been in their current position, on average, for 

about half of the total time of employment.

Table 4.4 - Employment Characteristics of Respondents
Min. Max. Mean Std. Dev. Median

Years employed by company 1.00 41.00 11.76 10.00 9.00
Years worked in current position 0.50 36.00 6.06 6.27 4.00

Table 4.5 - Period of Employment of Respondents
Period of Years employed Years in current job

Employment Respond
ents

Valid
Percent

Cum.
Percent

Respond
ents

Valid
Percent

Cum.
Percent

Up to 1 year 4 4.21% 4.21% 16 16.84% 16.84%
2 to 5 years 34 35.79% 40.00% 45 47.37% 64.21%
6 to 10 years 20 21.05% 61.05% 21 22.11% 86.32%
Over 10 years 37 38.95% 100.00% 13 13.68% 100.00%

As shown in Table 4.5, only 4.21% of the respondents have been employed for 

up to one year and only 16.84% have filled their current position for the same period 

of time. The majority of respondents have been employed by their companies for over 

five years. Similarly, over 35% of them have been in their current position for the
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same period of time. Given that the respondents have been employed by their 

companies in senior positions for a significant period of time, it is likely that they 

appropriate knowledge and experience about their company’s international business 

involvement and international joint ventures.

4.8.2 Characteristics of Respondent Companies
Table 4.6 shows the size of the respondent companies in terms of number of 

employees. Companies replying to the survey questionnaire cover a wide range of 

size, from 2 to 125,000. As shown in Table 4.6, half of the respondents employed less 

than 360 people and 71.58% of the respondent companies employ less than 1,000 

people. This indicates that medium size businesses rather than large size organisations 

are more active in engaging into international joint ventures in Australia.

Table 4.6 - Size Characteristics of Respondent Companies
Minimum Maximum Mean Std. Dev. Median

Employees 2 125,000 3,484 14,056 360
Number of employees Number of companies Percent Cumulative Percent
Up to 100 27 28.42% 28.42%
101 to 1,000 41 43.16% 71.58%
1,001 to 10,000 22 23.16% 94.74%
More than 10,000 5 5.26% 100.00%

Table 4.7 - Australian Companies ANZSIC Classification
Industry Number of companies Percent
Manufacturing 27 27.84%
Mining 15 15.46%
Construction 8 8.25%
Trade (wholesale and or retail) 7 7.22%
Personal and other services 7 7.22%
Agriculture, Forestry and Fishing 6 6.19%
Property and Business Services 6 6.19%
Communication 5 5.15%
Finance and insurance 5 5.15%
Education 5 5.15%
Transport and Storage 3 3.09%
Electricity, Gas and Water 2 2.06%
Health and Community Services 1 1.03%
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Statistics on respondent’s line of business are reported in Table 4.7. The 

majority of companies (27.84%) are involved in manufacturing activities. Quite 

relevant also are mining and building construction companies. It is interesting to note 

that a significant proportion of Australian companies involved in international joint 

ventures operate in a range of services related industries. This data indicates that most 

Australian companies seek international joint ventures for activities connected to 

production and mining activities where they can contribute know how, technology 

and other resources and take advantage of local business inputs and possibly lower 

production costs.

Table 4.8 reports statistics of Australian companies’ involvement in 

international joint ventures over the last ten years. The average number of 

international joint ventures per company (9.17) shown in Table 4.8 is quite 

significant. However, as indicated by the median value, half of the respondent 

companies had been involved in no more than three international joint ventures. This 

is confirmed by the frequency statistics, showing that just over 77% of the respondent 

companies were therefore involved in more than one international joint venture. The 

data in Table 4.8 indicates that the respondents experience with international joint 

ventures has a good spread. This adds value to the quality of the responses to this 

study as the sample includes significant numbers of companies with both limited and 

extensive experience in international joint ventures.

Table 4.8 - Australian Companies Involvement in International Joint Ventures
Minimum Maximum Mean Std. Dev. Median

Number of IJVs 1 200 9.17 28.46 3.00
Number of IJVs Number of companies Percent Cumulative Percent
1 IJV 22 22.92% 22.92%
2 to 3 IJVs 30 31.25% 54.17%
4 to 10 IJVs 33 34.38% 88.54%
More than 10 IJVs 11 11.46% 100.00%

In summary, the characteristics of respondent companies indicate a wide range 

in size and a significant involvement in manufacturing, mining and construction 

industries. Most of the respondent companies were also involved in more than one 

international joint venture.
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4.8.3 Characteristics of International Joint Ventures
In this section we report and review the reasons motivating Australian and 

foreign partners to joint venture and characteristics of the international joint ventures 

selected by the respondents in answering the survey questionnaire.

The first set of data relates to the motivation of Australian parent companies 

and their partners to form international joint ventures. These are reported in Table 4.9 

ranked in order of importance as rated by the respondents.

Table 4.9 - Motives
Rank Australian Company Local Partner

1 Growth Profit
2 Profit Growth
3 Expansion to new market Knowledge exchange/learning
4 Expansion in Related Products Risk sharing
5 Risk sharing Expansion in Related Products
6 Access resources/raw materials Expansion to new market
7 Knowledge exchange/leaming Expansion through diversification
8 Overcoming government barriers Access resources/raw materials
9 Cost reduction Co-opting or blocking competition
10 Expansion through diversification Cost reduction
11 Co-opting or blocking competition Overcoming government barriers

The extant literature suggests that the reasons to form international joint 

ventures are often different to each partner. The results of this study substantially 

confirm that partners share profit and growth objectives. As indicated by the third 

objective, local parents appear to place more importance to knowledge acquisition 

than Australian companies. This is a confinnation of suggestions reported in the 

literature.

Table 4.10 shows the age of international joint ventures selected by the 

respondents for the survey questionnaire. This was measured as the difference 

between the year when the survey questionnaire was administered (2005) and the year 

indicated by the respondents that their company entered into the international joint 

venture.
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Table 4.10 - Age of International Joint Ventures

Minimum Maximum Mean Std. Dev. Median
Age ofIJV 1 39 6.60 6.53 4.00

Age of IJV Companies Percent Cum. Percent
Up to 1 year 11 11.46% 11.46%
2 to 5 years 45 46.88% 58.33%
6 to 10 years 24 25.00% 83.33%
Over 10 years 16 16.67% 100.00%

The average age of international joint ventures was quite high, 6.53 years. 

However, the lower value of the median indicates that half of the international joint 

ventures were less than four years old and as shown in Table 4.10, 11.46% had 

operated for less than one year. On the other hand, almost 42% of the international 

joint ventures have survived over five years (the longest for 39 years).

These results provide two very important indications. First is the confirmation 

that the data provided by most respondents relate to mature ventures. Secondly, it 

provides a strong indication of good international joint venture performance. As noted 

in chapter two, survival is often used as a proxy for performance (for example, see 

Geringer and Herbert, 1991; Hatfield, 1998).

Table 4.11 reports the nationality of respondents’ international joint ventures 

partners by continent. As one would expect, Australian companies prefer to joint 

venture with partners in nearby countries. The majority of Australian companies’ 

international joint venture’s partners are from Asian countries (China alone 29.47%) 

and the Pacific region. Next is Europe, followed by North America, Africa and South 

America.

Table 4.11 - Nationality of Partners (by Continent)
Continent IJVs Percent
China 28 29.47%
Rest of Asia 35 36.84%
Pacific 7 7.37%
Europe 12 12.63%
North America 9 9.47%
South America 1 1.05%
Africa 3 3.16%
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Table 4.12 reports the continent of operations of international joint ventures. 

The majority of them operate in the country of the partner(s). Over 71% operate in 

Asian countries and in the Pacific region. These percentages are slightly lower than 

those related to partner’s nationality and therefore indicate that some of the 

international joint ventures with partners from these countries operate in other 

geographical regions. Of note is that seven international joint ventures (7.37%) 

operate on a global basis. Respondents also indicated that 67 international joint 

ventures (69.07% of the total) operate only in the host country.

Table 4.12 - Continent of Operations of International Joint Ventures
Continent IJVs Percent
China 25 26.32%
Rest of Asia 37 38.95%
Pacific 16 16.84%
Global 7 7.37%
Europe 4 4.21%
Africa 3 3.16%
North America 2 2.11%
South America 1 1.05%

Companies may form international joint ventures with a single partner or with

more than one partner. As reported in Table 4.

international joint ventures are with one partner.

13 the majority of respondent’s

Table 4.13 - International Joint Ventures: Single Multiple Partners
Single Multiple Partner IJVs Percent
Single partner 83 87.37%
Multiple partners 12 12.63%

The line of business of international joint ventures is shown in Table 4.14. 

Similarly to the line of business of Australian parent companies, the majority of 

international joint ventures are involved in manufacturing, mining and construction. 

Respondents also indicated that 89 international joint ventures (91.75% of the total) 

are involved in a single line of business and the remainder in multiple businesses.

174



Table 4.14 - Line of Business of International Joint Ventures

Industry IJVs Percent
Manufacturing 25 25.77%
Mining 15 15.46%
Construction 10 10.31%
Property and Business Services 8 8.25%
Personal and other services 7 7.22%
Trade (wholesale and or retail) 6 6.19%
Finance and insurance 5 5.15%
Education 5 5.15%
Agriculture, Forestry and Fishing 4 4.12%
Communication 4 4.12%
Transport and Storage 3 3.09%
Electricity, Gas and Water 2 2.06%
Government Administration and Defence 1 1.03%
Health and Community Services 1 1.03%
Cultural and recreational services 1 1.03%

Error! Not a valid bookmark self-reference, reports the results of a 

comparison of international joint ventures line of business with that of the Australian 

parent companies. Only 14 international joint ventures (14.43% of the total) are 

involved in a business different from their Australian parent partner.

Table 4.15 - Line of Business of International Joint Ventures and Parent
Companies_________________________________________

IJVs Percent
Same business 83 85.57%
Different business 14 14.43%

Appointment of key personnel and the composition of the board/ management 

committee have been cited in the extant literature as significant elements of control of 

international joint ventures (for example, see Schaan, 1983; Chalos and O’Connor, 

2004; Geringer and Herbert, 1989; Yan and Gray, 1994). Error! Not a valid 

bookmark self-reference, reports on composition of international joint ventures 

board/management committees. Most share equal proportions and more Australian 

companies are in a minority position than those in a majority position.
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Table 4.16 - International Joint Ventures Board Composition

Australian Parent Percentage IJVs Percent
Less than 50% 31 32.98%
50% 43 45.74%
More than 50% 20 21.28%

Table 4.17 reports on the right to appoint the international joint venture’s

general manager. The data indicates that Australian partners are entitled to appoint the

general manager in 35.05% of cases. This percentage is higher than the same right to

the other partner(s).

Table 4.17 - Appointment of International Joint Ventures’ General Manager
IJV General Manager appointed by: IJVs Percent
Australian Based Partner 34 35.05%
Mutual agreement with other partner(s) 32 32.99%
Other partner(s) 23 23.71%
In rotation with other partner 6 6.19%
Other 2.06%

Table 4.18 - Appointment of IJV’s General Manager and 1JV Board
Composition

Australian Partner Position in IJV Board:
IJV General Manager appointed by:

Minority Equal Majority

Australian Based Partner 19.35% 27.91% 80.00%
Mutual agreement with other partner(s) 51.61% 30.23% 10.00%
Other partner(s) 25.81% 30.23% 5.00%
In rotation with other partner 3.23% 9.30% 5.00%
Other 0.00% 2.33% 0.00%

Table 4.18 reports the right to appoint the international joint ventures general 

manager on three sub-groups of the sample sorted according to the position of the 

Australian partner in the international joint ventures’ board/management committee: 

minority, equal or majority. The data shows that Australian parent partners, in 

general, are entitled to appoint more general managers of their international joint 

ventures than their foreign partners when in position of majority or minority. More 

specifically, when in a position of majority Australian partners appoint 80% of their 

international joint venture’s general managers, while their foreign partners in a 

position of majority do the same in 25.81% of cases. Similarly, when in a position of
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minority, Australian partners have the right to appoint general managers in 19.35% of 

cases while their partners do so in 5% of cases.

Conflict is a very important dimension of interpartner working relationship 

(for example, see Groot and Merchant, 2000; Maitland et al., 1999; Zaheer et ah, 

1988). Expected levels of conflict together with perception of trust may play a very 

significant influence on the attitude of a parent partner to control the international 

joint venture. Dispute resolution mechanisms also have an important role in this 

regard. The literature suggests that where the relationship is good, one would expect 

that conflict and disputes are settled amicably and informally (Groot and Merchant, 

2000). On the other hand, where the relationship is tense and the level of trust in each 

other is low then more formal mechanisms are used. Table 4.19 shows the reliance on 

dispute settling mechanisms by parent partners of international joint ventures ranked 

in order of importance as rated by the respondents. The data indicates that the most 

used mechanisms are informal procedures and meetings and the international joint 

ventures contract was also rated high by respondents. Of note that reliance on legal 

action was rated lowest. These findings confirm the indications of the extant 

literature.

Table 4.19 - Conflict Resolution Mechanisms
Rank Conflict Resolution Mechanisms

1 Informal procedures/meetings
2 The IJV contract
3 Formal procedures/manual
4 Dispute resolution committee/group
5 Legal action

The extant literature indicates that parent partners management and corporate 

style may influence the setting up of their international joint ventures management 

control systems (Groot and Merchant, 2000; Firth, 1996) preferring features perceived 

to be similar to their own control systems. Parent partners perceiving that an 

international joint venture is controlled in a similar way to how they control their own 

operations may feel more confident with the working of the control system and 

therefore adopt a more relaxed attitude towards the venture. Our investigation reveals 

that most respondents (over 72% of the total) feel that the management control system 

of their international joint ventures is similar to that of their company. Table 4.20
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reports that less that 13% of respondents feel their international joint ventures’ 

management control system to be different.

Table 4.20 - International Joint Ventures Control System Similarity with that of
Parent Partner

Number Percent
Agree 70 72.16%
Neither agree nor disagree 14 14.43%
Disagree 13 13.40%

Respondents were asked to assess overall performance of their international

joint ventures. The results are shown in Table 4.21 and indicate that over 77% of

respondents perceive that their international joint ventures have performed

satisfactorily.

Table 4.21 - IJVs Performance
Overall Performance of IJV Companies Percent
Extremely satisfied 14 14.43%
Satisfied 61 62.89%
Neither satisfied nor dissatisfied 13 13.40%
Dissatisfied 7 7.22%
Extremely dissatisfied 2 2.06%

In this section we have reported characteristics of international joint ventures 

selected by respondents in answering the survey questionnaire. In summary, the 

majority of Australian companies have partners from countries close to Australia, 

their international joint ventures operate in the country of their partner(s) and 

operations are usually limited to the host country. Similar motives drive Australian 

companies and their foreign partners to joint venture. However, motives related to 

knowledge acquisition were rated higher by the foreign partners of Australian 

companies. Informal dispute settling mechanisms are preferred, which is in line with 

the suggestions of the extant literature. Finally, most respondents feel that the 

management control system in place in their international joint ventures is similar to 

that used by their company and report satisfaction with the performance of their 

international joint ventures.
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4.9 Summary
In summary this chapter introduced a discussion on research design. Having 

evaluated the characteristics of the research questions and the research methodology 

applied in prior studies, we chose the method of mail survey questionnaire.

Various data analysis methods were then evaluated and given the complexity 

of the model relationships, the untested nature of some of the variables making the 

constructs and the lack of a well established set of theoretical propositions, it was 

suggested to use a structural equation modeling statistical technique. Two broad 

families of structural equation modeling techniques are available: co-variance and 

variance based. Given the size of the sample, the complexity of the model and 

multiple simultaneously effect on outcomes by various constructs it was decided to 

select a statistical technique from the variance-based group. The chosen statistical 

technique is Partial Least Square technique called PLS-Graph.

Various constructs were then developed. First reflective and formative 

constructs were distinguished. Drawing from the extant literature the choice of 

relevant indicators measuring the various constructs were reviewed, evaluated and 

justified. In the model there are 14 constructs that will be used to test various 

relationships.

The following section of this chapter dealt with data collection. The 

development of the survey questionnaire was explained as well as its administration. 

The recommendations of the Tailored Design Method of Dillman (2000) were 

followed in developing and administering the survey questionnaire.

The process of selecting a sample population and the response to the survey 

questionnaire mailout was then reported. Due to a lack of suitable databases of 

Australian companies involved in international joint ventures operating outside 

Australia, the choice of population sample was a significant task. An initial list of 

1,254 was first reduced to 659 and following two mailout of the survey questionnaire 

and extensive contact with each company, to 439. The final number of useable 

answers is 97, representing a response rate of 22.10%.

In the final section of this chapter descriptive data on characteristic of 

respondents, their companies and the international joint ventures selected to answer 

the questionnaire are presented. These provide interesting information on Australian

179



companies engaged in international joint ventures and confirm the quality of 

responses to the survey questionnaire.
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5 Data Analysis and Results

5.1 Introduction
In this chapter we present analysis of data and results.

We start by reporting descriptive statistics of the constructs and indicators 

discussed in chapter four.

In the following section we assess the validity of the model. We start with 

exploratory analysis reporting results of convergent and discriminant validity of 

reflective indicators and path validity of formative indicators.

We then present a more in depth analysis of the relationships proposed in the 

conceptual theoretical model resulting from the application of the structural equation 

modeling statistical technique. We report PLS modeling path estimates and relevant 

tests of the outer model and the inner structural path model results.

Next we evaluate the inner structural path model by assessing the validity of 

path estimates and comparing the results with the propositions suggested in chapter 

three to test the theoretical framework model.

In the final section we present the results of additional PLS modeling on 

modified versions of the theoretical model to include additional constructs related to 

motives, different dimensions of performance and the bargaining power factors. We 

also present the results of an additional test of the model to assess whether parent 

companies’ size may explain management control system choices and effect on 

performance of international joint ventures.

5.2 Descriptive Statistics of Constructs and Indicators
In this section we commence analysis of the data by measuring the constructs 

of the theoretical model.

The survey questionnaire required respondents to indicate degree of agreement 

with individual items by using the lower values on the Likert scale l=strongly agree 

to 5 =strongly disagree. As explained in chapter four, so as to increase ease of 

interpretation these responses were reverse-scored so as to associate the high value 

with agreement for all items in the survey questionnaire except for question 18
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(strategic importance of the international joint venture to its partner) and question 21 

(level of conflict with other partner). The results, analysis and discussion in this 

section, subsequent sections and chapters, therefore, unless otherwise specified, are 

based on these reversed scores.

The first analysis is the descriptive statistic measures for each of the constructs 

and indicators: range (minimum and maximum), mean and standard deviation. Table 

5.1 reports the results.

All values are within the range of individual construct and indicator 

measurement scales (1 to 5) and therefore suggest that there are no floor or ceiling 

effects in the raw data. Also variances are within reasonable values indicating that we 

can reasonably use this set of data for statistical testing of the model.

5.3 Exploratory Analysis
Exploratory analysis is used to test the unidimensionality of the indicators and 

to distinguish the relevant indicators that will be used to measure the constructs. The 

exploratory analysis of reflective indicators is performed by using the statistical 

software SPSS 12.01.

Convergent validity and discriminant validity will be assessed for each 

reflective indicator. This may lead to the elimination of invalid indicators (that is 

these may not be significantly related to a construct) or ambiguous indicators (that is 

that may be related to more than one construct). The validity of formative indicators 

will also be assessed.

As a starting point for exploratory analysis, Chin and Gopal (1995) suggest 

that correlation analysis of the raw data should be used, as first approximation, to 

evaluate convergent and discriminant analysis of each reflective indicator. Correlation 

analysis indicates the degree to which indicators correlate to each other. Measures for 

one construct should correlate highly to each other and not highly with those of other 

constructs.
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Table 5.1 - Constructs and Indicators Descriptive Statistics

Constructs
Indicators

Minimum Maximum Mean Std.
Deviation

Interpartner Working Relationship 1.75 5.00 3.87 0.67
Information provided to each other 2.00 5.00 3.90 0.87
Trust 1.00 5.00 3.97 0.85
Comply with contract 2.00 5.00 4.09 0.74
Disagreements with partner(s) 1.00 5.00 3.51 0.90
Breadth of Motives 2.27 5.00 3.41 0.62
Financial Objectives 1.00 5.00 3.40 0.93
Profit 1.00 5.00 4.34 1.04
Cost reduction 1.00 5.00 2.46 1.31
Bargaining Power 1.78 4.60 2.95 0.57
Stakes 1.00 4.00 1.75 0.72
Alternatives 1.00 5.00 2.97 1.22
Resources 1.50 5.00 3.10 0.69
Technology 2.00 5.00 3.98 0.97
Management expertise 1.00 5.00 3.60 0.92
Marketing skills 1.00 5.00 3.13 1.04
Customer service skills/facilities 1.00 5.00 3.05 1.00
Product distribution 1.00 5.00 2.74 1.08
Material procurement 1.00 5.00 2.99 1.34
Understanding of the local environment 1.00 5.00 2.44 1.21
Equity 1.00 5.00 2.85 0.87
International experience 1.00 5.00 4.16 0.98
International operations tradition 1.00 5.00 4.11 1.07
International operations involvement 1.00 5.00 4.22 1.01
Involvement in IJVs 1.00 5.00 2.25 1.07
Focus 1.00 3.00 2.02 0.63
Pricing policy 1.00 3.00 1.99 0.74
Marketing and distribution 1.00 3.00 1.82 0.78
Development of new products/services 1.00 3.00 2.27 0.80
Management of daily operations 1.00 3.00 2.11 0.86
Human resources management 1.00 3.00 1.88 0.79
General administration 1.00 3.00 1.89 0.82
Finance management 1.00 3.00 2.07 0.75
Capital expenditure approval 1.00 3.00 2.16 0.75
Revenue and cost budgeting 1.00 3.00 2.27 0.81
Public/government relations 1.00 3.00 1.68 0.83
Extent 1.30 5.00 3.16 0.80
Pricing policy 1.00 5.00 3.13 0.96
Marketing and distribution 1.00 5.00 2.99 0.99
Development of new products/services 1.00 5.00 3.54 1.03
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Table 5.1 - Constructs and Indicators Descriptive Statistics (continued)

Constructs Minimum Maximum Mean Std.
Indicators Deviation
Management of daily operations LOO 5.00 3.18 1.31
Human resources management LOO 5.00 3.07 1.19
General administration LOO 5.00 3.09 1.22
Finance management LOO 5.00 3.28 1.02
Capital expenditure approval LOO 5.00 3.31 0.93
Revenue and cost budgeting LOO 5.00 3.46 0.94
Public/government relations 1.00 5.00 2.54 1.23
Formal Mechanisms 1.43 5.00 3.58 0.77
Contracts LOO 5.00 3.54 1.18
Structural Grouping and 
Departmentalisation

LOO 5.00 2.86 1.14

Formal authority relationship LOO 5.00 3.79 1.11
Standardised Procedures and Rules LOO 5.00 3.77 1.06
Planning and Budgeting LOO 5.00 4.12 0.94
Supervision LOO 5.00 3.59 1.05
Performance evaluation LOO 5.00 3.35 0.99
Social Mechanisms 1.00 5.00 2.97 0.77
Teams and task forces 1.00 5.00 2.95 1.10
Meetings and organised personal contact 1.00 5.00 3.61 0.98
Transfer of managers/lateral movements 1.00 5.00 2.60 1.15
Rituals, traditions and ceremonies 1.00 5.00 2.45 1.03
Networking and other socialisation 
processes 1.00 5.00 3.24 1.25
Performance 1.67 5.00 3.77 0.62
Harmony with other partner(s) 1.00 5.00 3.98 0.77
Morale of people involved with IJV 1.00 5.00 3.81 0.93
Productivity 1.00 5.00 3.83 0.86
Financial Resources indicators 2.00 5.00 3.70 0.91
Ability to adapt to new environment 2.00 5.00 3.82 0.82
Ability to adopt innovation 1.00 5.00 3.82 0.94
Learning about unfamiliar markets 1.00 5.00 3.88 0.92
Learning about new technology 1.00 5.00 3.67 0.99
Product/service quality 1.00 5.00 3.96 0.85
Product/service cost 1.00 5.00 3.81 0.86
IJV product/service price 1.00 5.00 3.60 0.91
Market share 1.00 5.00 3.67 1.02
Customer satisfaction 1.00 5.00 3.80 0.83
Profit 1.00 5.00 3.47 1.07
Cash Flow 1.00 5.00 3.45 0.99
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The correlation analysis of the 57 reflective indicators used to measure the 

constructs is reported in Table 13.1 in Appendix E. The results show that almost all 

indicators measuring a given construct correlate highly with each other and not with 

those measuring other constructs. The correlation coefficients shown in Table 13.1 

therefore suggest that the indicators used to measure the constructs are reasonably 

adequate to be used for the evaluation of the model put forward in this study.

5.3.1 Model Validity
It is generally recognised that model testing or theory building can only be 

performed if it is established that valid and reliable measures of concepts or constructs 

are available (Zmud and Boynton, 1991). So before we can proceed to test 

relationships and determinants of management control system choices and 

international joint venture performance, we must assess validity and reliability of 

measure included in the theoretical framework model. A number of statistical tools 

are available to assess validity and reliability. As indicated earlier, the theoretical 

framework model includes constructs based on reflective and formative indicators 

and, therefore, we must use different procedures to assess their respective validity.

Reflective indicators are expected to be correlated and, therefore, must be 

evaluated by using a series of statistical tests of reliability and validity. These include 

tests of convergent and discriminant validity (Gefen et al., 2000). Relevant discussion 

and results are presented in section 5.3.2.

Formative indicators, instead, are not expected to be correlated and, therefore, 

traditional measures of validity may not be appropriate (Chin, 1998a). In line with the 

suggestions of Bollen (1989), the validity of formative indicators is assessed in terms 

of the “strength of ... [their] direct structural relation ... [with] a latent variable” 

(p222). The results of this analysis are presented in section 5.3.3.

A word of caution on validity and reliability assessment comes from various 

researchers, who have indicated that validity and reliability measures may change in 

the context of different theoretical models. Chin and Marcolin (1995) conducted 

empirical testing of validity and reliability assessments of the same constructs in 

different theoretical contexts and concluded that (p. 39):
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....Constructs.... tested in separate component analysis do not necessarily 
imply that they will work well in the context of a theoretical model. ... [and] 
measures that are shown to work well in one theoretical context will not 
necessarily translate equally to another context.

These considerations may need to be taken into account in drawing definite 

conclusions from tests of validity and reliability.

5.3.2 Reflective Indicators
Using reflective indicators implies the assumption that all observable 

indicators are reflections or representations of the construct. A major implication is 

that the construct should be unidimensional and all items correlated. A change in one 

indicator should be accompanied by a similar change in other indicators (Helm, 2005; 

Chin and Newsted, 1999; Jarvis et al., 2003). In assessing validity and reliability of 

reflective indicators, items with low loadings and cross-loadings, that is, with low 

contribution to the significance of the construct or with ambiguous effect, are usually 

not included for the measurement of the construct (Hulland, 1999; Gefen et al., 2000).

In this section we explain the procedures adopted and report the results of 

convergent and discriminant analysis of reflective factors.

5.3.2.1 Convergent Validity
Convergent validity is assessed in this study by an examination of indicator 

reliability and construct composite reliability.

5.3.2.1.1 Indicator Reliability
Indicator reliability is an important component of exploratory analysis and it is 

measured by examining Corrected Item-Total Correlation and Factor Loading. These 

values were estimated by using SPSS 12.01 reliability and validity Principal 

Component Analysis (PCA) extraction method and Varimax with Kaiser 

Normalization rotation method. The relevant statistics were calculated by running 

separate PCA for the following groups of reflective indicators:

(i) Interpartner Working Relationship and International Experience

(ii) Focus of Control and Extent of Control

(iii) Formal Mechanisms of Control and Social Mechanisms of Control
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(iv) Learning, Product/Customer Performance and Financial Performance.

The cut off point for indicator reliability measures is usually set to 0.5. Lower 

scores (0.30 for corrected item-total correlation and 0.40 for factor loading) may be 

acceptable for exploratory research (Chin, 1998b). Table 5.2 reports the outcome of 

the exploratory analysis.

Table 5.2 - Reflective Indicators Reliability Based on PCA Analysis
Constructs
Indicators

Rotated
Factor

Loading

Item-Total
Correlation

PCA
Communal

ity
Interpartner Working Relationship
Information provided to each other 0.850 0.701 0.718
Trust 0.833 0.669 0.702
Comply with contract 0.801 0.614 0.645
Disagreements with partner(s) 0.699 0.512 0.482
International experience
International operations involvement 0.939 0.776 0.888
International operations tradition 0.937 0.776 0.888
Focus
Revenue and cost budgeting 0.860 0.843 0.792
Capital expenditure approval 0.809 0.742 0.651
Development of new products/services 0.803 0.681 0.565
Management of daily operations 0.778 0.810 0.746
Pricing policy 0.767 0.724 0.619
Finance management 0.750 0.779 0.706
Human resources management 0.706 0.783 0.709
Marketing and distribution 0.647 0.680 0.564
^General administration * * *

* Public/government relations * * *

Extent
General administration 0.861 0.854 0.805
Human resources management 0.849 0.835 0.778
Management of daily operations 0.781 0.813 0.761
Marketing and distribution 0.721 0.644 0.532
Finance management 0.717 0.715 0.628
Public/government relations 0.698 0.572 0.437
Pricing policy 0.667 0.623 0.510
Revenue and cost budgeting 0.540 0.560 0.427
^Development of new products/services * * *

^Capital expenditure approval * * *
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Table 5.2 - Reflective Indicators Reliability Based on PCA Analysis (cont.ed)

Constructs
Indicators

Rotated
Factor

Loading

Item-Total
Correlation

PCA
Communal

ity
Formal Mechanisms
Formal authority relationship 0.765 0.694 0.690
Contracts 0.739 0.586 0.563
Planning and Budgeting 0.710 0.501 0.452
Structural Grouping and Departmentalisation 0.692 0.559 0.528
Standardised Procedures and Rules 0.682 0.554 0.533
*Performance evaluation * * *

*Supervision * * *

Social Mechanisms
Rituals, traditions and ceremonies 0.746 0.437 0.740
Meetings and organised personal contact 0.709 0.630 0.679
Networking and other socialisation processes 0.702 0.450 0.762
Transfer of managers/lateral movements 0.619 0.454 0.663
Teams and task forces 0.527 0.496 0.727
Learning Performance
Ability to adopt innovation 0.821 0.627 0.593
Ability to adapt to new environment 0.785 0.698 0.678
Learning about unfamiliar markets 0.703 0.630 0.595
Morale of people involved with IJV 0.640 0.641 0.617
Hannony with other partner(s) 0.545 0.560 0.514
*Leaming about new technology * * *

Product/Customers Performance
Product/service quality 0.803 0.679 0.711
Product/service cost 0.767 0.778 0.797
Customer satisfaction 0.712 0.635 0.642
IJV product/service price 0.649 0.523 0.497
Financial Performance
Cash Flow 0.859 0.745 0.801
Profit 0.785 0.832 0.881
Market share 0.692 0.602 0.636
^Productivity * * *

^Financial Resources indicators * * *
* These items were deleted because of low Rotated Factor Loading, high Cross-Loadings or low Item-Total Correlation. See 
Appendix F for relevant statistics.

Two major considerations arise from the evaluation of the data. The first 

relates to the exclusion of some items. These include items where reliability and
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validity analysis reported rotated factor loading and item-total correlation values 

lower than 0.40 or items that were found to exhibit high cross-loadings across 

constructs. In Table 5.2, items to be excluded are marked with an *. Relevant statistics 

of excluded items are reported in Appendix F.

The second relates to factor analysis results for the performance construct. 

Analysis of the strength of correlations amongst indicators revealed three dimensions 

of performance: Learning, Product/Customers and Financial Performance. The factor 

analysis was performed by using SPSS 12.01. The relevant results are shown in Table 

5.3. The three factors explain 69.732 percent of the variance in the performance 

measures.

Table 5.3 - Factor Analysis of Performance measures

Performance Measures
Factor 1 Factor 2 Factor 3
Learning

Performance
Product

Customers
Performance

Financial
Performance

Ability to adopt innovation 0.821 0.178 0.083
Ability to adapt to new environment 0.785 0.292 0.223
Learning about unfamiliar markets 0.703 0.076 0.434
Morale of people involved with IJV 0.640 0.341 0.244
Harmony with other partner(s) 0.545 0.420 0.260
Product/service quality 0.357 0.803 0.068
Product/service cost 0.270 0.767 0.345
Customer satisfaction 0.354 0.712 0.207
IJV product/service price -0.008 0.649 0.450
Cash Flow 0.175 0.197 0.859
Profit 0.310 0.310 0.785
Market share 0.295 0.224 0.692
Eigenvalues 6.189 1.161 1.018

The multidimensionality of performance is due to the large number of items 

used to measure parent partner’s achievement of objectives for their international joint 

ventures. The extant literature also provides instances of similar findings. Hill and 

Hellriegel (1994), for example, measured parent objective achievements and, by using 

factor analysis, identified four dimensions of performance.

While the model in this study can be estimated separately for each of these 

dimensions of performance, it would be preferable to use only one measure of
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performance. This can be achieved by estimating a second-order factor (Jarvis et al., 

2003; Chin, 1998b). The resulting construct is labelled Performance. By using 

AMOS Graphics software procedure each of these factors was found to be highly 

significantly correlated to each other and therefore can be used as one measure. The 

relevant statistics are shown in Table 5.4.

Table 5.4 - Performance Second Order Factor - Statistics
Performance Measures Standardized 

Regression Weights
Squared Multiple 

Correlations
Learning Performance 0.776 0.603
Product/Customers Performance 0.735 0.540
Financial Performance 0.896 0.803
Ability to adopt innovation 0.684 0.467
Ability to adapt to new environment 0.770 0.593
Learning about unfamiliar markets 0.652 0.425
Morale of people involved with IJV 0.701 0.492
Harmony with other partner(s) 0.632 0.399
Cash Flow 0.825 0.681
Profit 0.965 0.931
Market share 0.636 0.405
Product/service quality 0.797 0.636
Product/service cost 0.856 0.733
Customer satisfaction 0.718 0.516
IJV product/service price 0.592 0.350

The standardised regression weights shown in Table 5.4 indicate that the 

contribution of each item to the changes in the second order factor (Performance) and 

quite significant in size. The estimate of squared multiple correlation reports the 

percentage change in the second order factor (Performance) explained by first order 

factors and individual items. The contribution of first order factors range from 54.0% 

(for Products/Customer Performance) to 80.3% (for Financial Performance). The 

contribution of individual items range from 35.0% (for IJV product/service price) to 

93.1% (for Profit). Note that relevant numbers in Table 5.4 are reported as decimal 

values rather than percentages.

Finally, Table 5.2 reports measurement of extraction communalities. These are 

estimates of the variance in each variable accounted for by the components. Small 

values would indicate variables that do not fit well with the construct and should
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possibly be dropped from the analysis. The values of extraction communalities are all 

high, which indicates that the extracted components represent the variables well.

In conclusion, only three items (Networking and other socialisation processes, 

Transfer of managers/lateral movements and Teams and task forces), measuring the 

Social Mechanisms of Control construct, show item-total correlation slightly lower 

than 0.50 (but higher than 0.450). All other values of rotated factor analysis and item- 

total correlation shown in Table 5.2 are above 0.50. Factor analysis indicated that the 

measure of performance comprises three dimensions. These, however, are highly 

correlated to each other and we estimated a second order factor to measure the 

Performance construct in estimating our theoretical model.

Therefore, we may conclude that the exploratory analysis suggests that the 

reflective indicators can be considered reliable and may be retained for the 

measurement of relevant constructs (Chin, 1998b; Fomell and Larcker, 1981). Table 

5.5 reports descriptive statistic for each of the constructs as measured by their 

respective indicators to be used in the proposed model.

Table 5.5 - Constructs Descriptive Analysis
Indicators Mean Std. Deviation

Interpartner Working Relationship 4 3.866 0.668
International experience 2 4.165 0.981
Focus 8 2.050 0.641
Extent 8 3.077 0.872
Formal Mechanisms 5 3.615 0.811
Social Mechanisms 5 2.971 0.765
Learning Perfonnance 5 3.828 0.702
Product/Customers Perfonnance 4 3.753 0.710
Financial Performance 3 3.506 0.923

5.3.2.1.2 Composite Reliability
The purpose of assessing composite reliability is to analyse the internal 

consistency of each construct with its reflective indicators. Measures of composite 

reliability of the construct are given by Cronbach alpha (Cronbach, 1951) and 

composite reliability pc (Werts, Linn and Joreskog, 1974).

The measurement of Cronbach alpha is based on the assumption that all 

indicators are equally weighted (tau equivalency) and therefore it represents the lower
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bound for the true reliability of the survey (Chin, Marcolin and Newsted, 1996; Chin 

and Gopal, 1995). Mathematically, reliability is defined as the proportion of the 

variability in the responses to the survey that is the result of differences in the 

respondents. That is, answers to a reliable survey will differ because respondents have 

different opinions, not because the survey is confusing or has multiple interpretations. 

The computation of Cronbach's alpha is based on the number of items and the ratio of 

the average inter-item covariance to the average item variance.

Composite reliability pc is a measure of internal consistency of items in a scale 

developed by Werts et al. (1974). Chin et al. (1996) suggest that:

While the Cronbach's alpha with its assumption of parallel measures 
represents a lower bound estimate of internal consistency, a better estimate 
can be gained by using the composite reliability formula, (p.33)

Composite reliability pc, in fact, does not assume a tau equivalency among the 

measures. The measurement is based on the assumption that the parameter estimates 

are accurate and therefore provide a closer approximation of composite reliability for 

PLS-based models (Chin et al., 1996). The composite reliability pc is defined as 

follows:

Where 2, is the factor loading and 6tl is the unique/error variance. A, is given in Table 
5.2, On is 1 minus (Al)2 (Chin et al., 1996).

Table 5.6 reports the value of Cronbach alpha and composite reliability pc for 

each construct in the proposed model. Values of Cronbach alpha were calculated by 

using SPSS version 12.01 software reliability analysis. The values of composite 

reliability pc were calculated by using Microsoft Excel version 2003 spreadsheet 

software to solve the above equation for each of the constructs.

According to Nunnelly (1978) the Cronbach alpha of a scale should be greater 

than 0.70 for items to be used together as a scale. Nunnelly (1978) and Chin (1998b) 

also suggest that scores of 0.50 to 0.70 are acceptable for exploratory type of research. 

Cronbach alpha values in Table 5.6 range from 0.728 for the social mechanisms
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construct to 0.929 for the focus construct. These values are above the acceptable limit 

of 0.70 and indicate satisfactory composite reliability.

Table 5.6 - Constructs and Composite Reliability Based on PCA Analysis
Cronbach's Alpha Composite Reliability pc

Interpartner Working Relationship 0.804 0.874
International experience 0.873 0.936
Focus 0.929 0.919
Extent 0.906 0.906
Formal Mechanisms 0.796 0.842
Social Mechanisms 0.728 0.797
Learning Perfonnance 0.831 0.830
Product/Customers Perfomiance 0.825 0.824
Financial Performance 0.851 0.836

All values of composite reliability pc, except for focus of control, are higher 

that Cronbach alpha. As reported in Table 5.6 these range from 0.797 for the social 

mechanisms construct to 0.936 for the international experience construct. Chin 

(1998b) suggests that the same minimum values of Cronbach alpha can be used to 

assess composite reliability pc. As shown in Table 5.6, these are all above 0.70 and, 

therefore, confirm satisfactory composite reliability.

Therefore, we may conclude that the constructs are reliably measured by their 

respective reflective indicators.

5.3.2.1.3 Discriminant Validity
Discriminant validity of constructs is evaluated by comparing the square root 

of the AVE with the correlations between each construct and all other constructs in 

the proposed model (Chin, 1998a; Fomell and Larcker, 1981). To satisfy the 

requirements of discriminant analysis, the value of the square root of AVE should be 

higher than all correlations between each construct and all other constructs (Chin, 

1998a)1.

AVE is a measure suggested by Fomell and Larcker (1981) to measure the 

amount of variance that construct captures from its indicators in relation to the
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variance due to measurement error (Chin, 1998a). AVE would be equivalent to the 

average of the communalities in each block of indicators. Values of the square root of 

AVE for a construct higher than correlations between that construct and all other 

constructs, therefore, indicates that more variance is shared between the construct’s 

indicators with its own block of indicators than with any other indicators representing 

a different construct.

AVE is defined as follows:

AVE -
XT+2>„

Where /,• is the factor loading and #„• is the unique/error variance. X, is given in Table 
5.2 and is 1 minus (X,)2 (Chin, 1998a).

Table 5.7 shows the value of the square root of AVE and correlations between 

each construct and all other constructs in the proposed model. Correlations 

coefficients were calculated by using SPSS version 12.01 software. The values of 

AVE were calculated by using Microsoft Excel version 2003 spreadsheet software to 

solve the above equation for each of the constructs.

The results show that the value of the square root of the AVE for each 

construct is higher than the values of correlations between that construct and all other 

constructs in the model. The results, therefore, confirm that the proposed model 

satisfies the requirements of discriminant analysis.

In conclusion, the results reported in Table 5.7 show that all constructs in the 

proposed model are more strongly correlated with their own indicators than with any 

other constructs and, therefore, further confirm reliability and validity of the reflective 

constructs and their respective indicators.

5.3.3 Formative Indicators
As noted earlier, formative indicators represent different aspects of the latent 

variable. In one sense they are the cause of the latent variable. The relevant construct 1

1 An alternative method of evaluating discriminant validity is by comparing the value of AVE with the 
square of correlations between each construct and all other constructs in the proposed model (Chin, 
1998a). Both methods yield the same result.
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is the summation of the associated observed variable (Helm, 2005). The indicators are 

not expected to be correlated and/or to represent the same dimensions (Bollen and 

Lennox, 1991; Gefen et al., 2000). Consequently a change in one indicator does not 

have to be associated with a change in other indicators of the same construct (Chin 

and Newsted, 1999).

Validity and reliability of formative indicators making up a construct can not 

be assessed in terms of correlation. In line with suggestion of Bollen (1989), instead, 

validity of formative indicators can be assessed by examining the size and 

significance of their weights. This means that the validity of formative indicators can 

only be evaluated by using PLS-Graph software procedure.
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Chin (1998a, 1998b) suggests procedures for the testing. If an exogenous 

construct with formative indicators is related to only one endogenous construct, its 

validity could be assessed in terms of relative size and statistical validity of its 

estimated weight. Where the exogenous construct with formative indicators instead is 

related to more than one endogenous construct, the validity must be evaluated at 

indicators level. This can be achieved by evaluating size and statistical significance of 

the path coefficients for each of the formative indicators measuring the construct.

In the proposed model there are two constructs measured by formative 

indicators: financial objectives and bargaining power. A third construct, resources, is 

also used to test the impact of various factors of bargaining power on management 

control system choices of parent partners of international joint ventures.

The bargaining power construct and the associated resources construct are 

derived from suggestions of the extant literature on international joint ventures (Gray 

and Yan, 1992; Yan and Gray, 1994; Mjoen and Tallman, 1997). The construct 

financial objectives is measured by the two financial related items included in the 

survey in the question dealing with motives of Australian companies for entering 

international joint ventures. The three constructs are exogenous variables related to 

four endogenous variables and, therefore, evaluation of indicators validity should be 

based on PLS procedure as suggested by Chin (1998a, 1998b). The results are shown 

in Table 5.8.

The measurements of path weights and observed t-values were estimated by 

using PLS-Graph bootstrap resampling procedure. This is a procedure to assess the 

statistical significance of path estimate (Chatelin, Vinzi and Tenenhaus, 2002; Chin, 

1998a, 2001). The bootstrap samples are built by resampling with replacement from 

the original sample. The procedure yields samples consisting of the same number of 

cases as in the original sample. One requirement of this procedure is to set the number 

of resamples (Chatelin et al., 2002; Chin, 1998a, 1998b). The default value in PLS- 

Graph is 100 but higher values may lead to more reasonable estimates of the standard 

error (Chatelin et al., 2002). For this study, the value for the number of resamples for 

all bootstrapping resampling procedures (both in this section and in the rest of the 

study) aimed at testing the statistical significance of path estimates was set at 600.
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The results reported in Table 5.8 show that both indicators of the construct 

financial objectives are statistically significant, while some indicators of the other 

constructs are not. Significant indicators of bargaining power are all related to relative 

resource contribution. Interesting to note is that both context-based factors are not 

significant. Management expertise, marketing skills, customer service, understanding 

of the local environment and equity, are the significant indicators of the construct.

Table 5.8 - Formative Indicators: Validity Based on PLS Analysis
Construct
Indicators

Path
Coefficient

Observed t- 
value

Significance
Level

Financial objectives
Profit 0.403 1.381 □
Cost reduction 0.948 4.427 ***

Bargaining Power
Potential partner(s) 0.002 0.026 ns
Strategically important -0.141 1.145 ns
Technology 0.006 0.049 ns
Management expertise 0.431 3.128 ** *

Marketing skills 0.197 1.382 □
Customer service skills/facilities 0.188 1.616 □
Product distribution -0.001 0.006 ns
Material procurement 0.061 0.403 ns
Understanding of the local environment 0.293 2.235 **

Equity 0.255 2.310 **

Resources
Technology -0.004 0.032 ns
Management expertise 0.411 3.211 ***

Marketing skills 0.220 1.646 *

Customer service skills/facilities 0.161 1.386 □
Product distribution 0.024 0.212 ns
Material procurement 0.095 0.648 ns
Understanding of the local environment 0.313 2.142 **

Equity 0.250 2.347 **
Significance level. 2-tailed: * 90%; ** 95%; *** 99%. 1-tailed: □ 90%. ns = not significant 
2-tailed critical t-values for confidence level: 99%=2.576; 95%= 1.960; 90%= 1.645 
1 -tailed critical t-values for confidence level: 99%=2.326; 95%= 1.645; 90%= 1.282

5.3.4 Summary
In this section we evaluated validity and reliability of the proposed model. We 

performed statistical significance tests on both indicators and constructs. While for
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constructs measured by formative indicators validity was assessed in terms of 

statistical significance of path estimates, a more comprehensive set of tests was 

performed for constructs measured by reflective indicators.

We started with exploratory analysis by examining correlations of all 

reflective indicators. We then assessed convergent validity by performing indicator 

reliability, construct composite reliability and discriminant analysis tests. Indicator 

reliability tests indicated that some of the reflective indicators were not suitable to 

measure their constructs and we consequently excluded them. Composite reliability 

and discriminant analysis tests confirmed that the remaining reflective indicators were 

a reliable measure of their relevant constructs. We therefore concluded that the 

constructs are reliable and valid measures of the model.

In the following section we estimate the model by using PLS-Graph software 

procedure and we perform additional tests of reliability of the model and the statistical 

significance of the structural paths.

5.4 PLS Modeling
In this section we present the results of PLS path estimates. First we further 

evaluate the validity and reliability of indicators and constructs estimated by PLS. 

These tests are similar to those presented and discussed in section 5.3 and will allow 

us to cross-validate assessment of reliability and validity of the PLS model. We then 

report PLS path estimates and relevant tests of the path statistical significance.

5.4.1 PLS Model Evaluation
Quality of model fit in traditional models is measured by assessing indices 

such as the root mean square of the covariance between the manifest variable residual 

and the latent variable result. Chin (1998b) however, notes that because the

goodness of fit measures are related to the ability of the model to account 
for the sample covariance and therefore assume that all measures are 
reflective. SEM procedures that have different objective functions and/or 
allow for formative measures (e.g. PLS) would, by definition, not be able to 
provide such fit measures, (p. xiii)

As our model includes both reflective and formative constructs, fit indices 

explaining covariation among measures would not be appropriate.
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The robustness of the model can be evaluated by examining variance 

explained for constructs and measures (Chin, 1998b). These include demonstrating 

strong loadings, significant weights, high R-squares and substantial/significant 

structural paths. Chin (1998b) adds:

The fit measures only relate to how well the parameter estimates are able 
to match the sample covariance. They do not relate to how well the latent
variables or item measures are predicted.....  Thus models with low R-
square and/or low factor loadings can still yield excellent goodness of
fit....Closer attention should be paid to the predictiveness of the model.
Are the structural paths and loading of substantial strength as opposed to 
just statistically significant? (p. xiii)

In other words, PLS model estimates should be evaluated on the basis of 

prediction-oriented measures that are non parametric. Chin (1998a and 1998b), and 

Chatelin et al. (2002) provide useful suggestions and directions on appropriate tests to 

apply to PLS model measurements and estimates: indicators reliability, constructs 

composite reliability and discriminant validity.

Before proceeding further we should clarify measurements and estimates 

calculated by PLS. Chatelin et al. (2002) indicate that PLS models are described by 

two levels:

(i) A measurement model relating indicators (manifest variables) to their 

constructs (latent variables); and

(ii) A structural model relating some latent variables (exogenous 

constructs) to other latent variables (endogenous constructs).

The relationship between constructs (latent variables) and their relevant blocks 

of indicators (manifest variables) is also called the Outer Model. The relationship 

among latent variables, that is between endogenous (dependent) and exogenous 

(independent) variables, is also called the Inner Model (Haenlein and Kaplan, 2004; 

Chin, 1998a; Chatelin et al., 2002).

We now evaluate the outer model measurements and the inner (structural) 

model estimates.
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5.4.1.1 Outer Model
In line with reliability and validity tests outlined in section 5.3, outer model 

measurements for constructs with reflective indicators are evaluated by examining 

individual indicators reliability, construct composite reliability and discriminant 

analysis.

Individual items reliability is assessed here by examining PLS loading and 

communality values for each reflective indicator. The relevant statistics estimated by 

PLS are presented in Table 5.9. These values are consistent with those reported in 

Table 5.2. PLS estimates, therefore, cross-validate the results of exploratory analysis 

presented in section 5.3. Additionally, all standardised factor loading values are 

higher than 0.60, suggesting that all reflective indicators are reliable measurement 

estimates of their respective constructs (Chin, 1998a).

Construct composite reliability is assessed by examining composite reliability 

pc (Werts et al., 1974) and AVE. Calculations of these statistical measures were 

explained in sections 5.3.2.1.2 and 5.3.2.1.3 respectively. Relevant measures are 

estimated by solving the equations introduced in those sections using Microsoft Excel 

2003 spreadsheet software.

The results are shown in Table 5.10, where the number of indicators 

measuring each construct is also reported. As noted in section 5.3.2.1.2, values of 

composite reliability pc higher than 0.70 indicate satisfactory composite reliability. 

The values shown in Table 5.10 range from 0.825 for social controls to 0.940 for 

international experience and therefore cross-validate the results of the exploratory 

analysis reported in sections 5.3.2.1.2. With regard to AVE, acceptable values should 

be higher than 0.50 (Chin, 1998a). The AVE for only one of the constructs (social 

control) is slightly lower than 0.50 and we therefore need to assess this construct on 

the basis of discriminant validity. In general we may conclude that composite 

reliability based on PLS model estimates confirms the exploratory analysis conclusion 

that the constructs are reliably measured by their relevant reflective indicators.

201



Table 5.9 - Individual Reliability Based on PLS Analysis

Constructs
Indicators

Factor Loading Communality

Interpartner Working Relationship
Information provided to each other 0.815 0.665
Trust 0.849 0.721
Comply with contract 0.822 0.675
Disagreements with partner(s) 0.692 0.479
International experience
International operations involvement 0.930 0.865
International operations tradition 0.953 0.909
Involvement in IJVs
Number of IJVs 1.000 1.000
Focus
Revenue and cost budgeting 0.875 0.766
Capital expenditure approval 0.791 0.626
Development of new products/services 0.740 0.547
Management of daily operations 0.862 0.742
Pricing policy 0.786 0.617
Finance management 0.829 0.688
Human resources management 0.825 0.681
Marketing and distribution 0.747 0.558
Extent
General administration 0.891 0.793
Human resources management 0.875 0.766
Management of daily operations 0.877 0.768
Marketing and distribution 0.735 0.541
Finance management 0.777 0.604
Public/government relations 0.666 0.444
Pricing policy 0.709 0.502
Revenue and cost budgeting 0.637 0.406
Formal Mechanisms
Formal authority relationship 0.798 0.636
Contracts 0.703 0.493
Planning and Budgeting 0.696 0.485
Structural Grouping and Departmentalisation 0.764 0.583
Standardised Procedures and Rules 0.725 0.526
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Table 5.9 - Individual Reliability Based on PLS Analysis (continued)

Constructs
Indicators

Factor Loading Communality

Social Mechanisms
Rituals, traditions and ceremonies 0.631 0.399
Meetings and organised personal contact 0.783 0.613
Networking and other socialisation processes 0.638 0.408
Transfer of managers/lateral movements 0.714 0.509
Teams and task forces 0.709 0.502
Performance
Learning Performance 0.860 0.740
Product/Customers Perfonnance 0.830 0.689
Financial Perfonnance 0.790 0.624

Table 5.10 - Constructs and Composite Reliability Based on PLS Analysis
Constructs Number of 

Indicators
Composite 

Reliability pc.
AVE

Interpartner Relationship 4 0.874 0.635
International experience 2 0.940 0.887
Focus 8 0.938 0.653
Extent 8 0.923 0.603
Formal Controls 5 0.856 0.545
Social Controls 5 0.825 0.486
Performance 3 0.867 0.684
Involvement in IJVs 1 1.000 1.000

Finally, discriminant validity requires that the square root of a reflective 

construct AVE must be greater than the correlation of the construct with all other 

constructs in the model (Chin, 1998a). As shown in Table 5.11, discriminant validity 

of reflective construct PLS estimates is confirmed.

In summary, individual indicators reliability, constructs composite reliability 

and discriminant validity of PLS model estimates cross-validate exploratory analysis 

based on PCA analysis and therefore confirm that reflective constructs are reliably 

measured by their relevant indicators.
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5.4.1.2 Inner (Structural) Model
Figure 5.1 and Table 5.12 report the results of PLS path estimates for the 

proposed model of management control system choices and performance of 

international joint ventures. In particular Table 5.12 shows the R-square values, the 

path coefficient estimates, the observed t-value and significance levels. The observed 

t-values were estimated by using PLS bootstrapping procedure. As explained earlier, 

to obtain more accurate results, the number of resamples was set to 600.

Table 5.12 reports the R-square values for endogenous constructs. These range 

from 0.264 for formal controls to 0.477 for extent of control. The individual values of 

R-square are quite large and confirm the significance of the constructs and their 

relationships in the model. As suggested by Chin (1998a), weight relationships 

determine the case value of the constructs. It follows that as for traditional regression, 

the value of the R-square can be seen as the proportion of variation in the endogenous 

construct that can be explained by the relationships with its respective exogenous 

constructs. For example, an R-square of 0.420 for performance would indicate that 

42% of the variation in perfonnance can be explained by the impact of management 

control system choices, parent partner’s international experience, parent partners’ 

involvement in international joint ventures and the state of interpartner working 

relationship.

Table 5.13 reports the total effect of constructs, that is the sum of path 

coefficient estimates for direct and indirect links between constructs. In our 

theoretical model, indirect effects are only relevant to three exogenous constructs 

(interpartner working relationships, involvement in IJVs and international experience) 

leading to the performance endogenous construct.

The inner (structural model) can be immediately evaluated in terms of 

significance of the estimated path coefficients and their impact.

Significance levels of path coefficient estimates are reported in Table 5.12. 

These were assessed by comparing the observed t-values with critical values of 2

tailed significance table. Where the observed t-value was slightly lower than the 

minimum value required for 90% significance level and the direction of the effect is 

the same as that predicted in the research propositions, 1-tailed significance table was 

used. Relevant details of significance levels are reported in Table 5.12.
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Performance 
R2 = 0.420

Formal 
Controls 

R2 = 0.264

Social 
Controls 

R2 = 0.329

Focus 
R2 = 0.393

Extent 
R2 = 0.477

0.614

Interpartner
working

relationship

International
Experience

Financial
Objectives

Bargaining
Power

Involvement 
in IJVs

0.207

------------------------------------------ Significant ......... ....................... ................... Not Significant

Significance level. 2-tailed: * 90%; ** 95%; *** 99%. 1-tailed: □ 90%. ns = not significant 
2-tailed critical t-values for confidence level: 99%=2.576; 95%= 1.960; 90%= 1.645 
1-tailed critical t-values for confidence level: 99%=2.326; 95%= 1.645; 90%= 1.282

Figure 5.1 - PLS Estimates for the Theoretical Framework Model
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Table 5.12 - Inner Structural Model Analysis

Effects R-
square

Path
Coefficient

Observed
t-value

Significance
Level

Effects on Focus of Control 0.393
Interpartner Working Relationship 0.026 0.366 ns
International experience -0.158 2.115 **

Bargaining Power 0.591 7.441 ***

Involvement in IJVs 0.140 1.474 □
Financial Objectives 0.163 2.149 **

Effects on Extent of Control 0.477
Interpartner Working Relationship 0.016 0.171 ns
International experience -0.025 0.375 ns
Bargaining Power 0.654 8.417 ***

Involvement in IJVs 0.086 1.253 ns
Financial Objectives 0.153 2.188 **

Effects on Formal Controls 0.264
Interpartner Working Relationship -0.106 0.610 ns
International experience -0.074 0.639 ns
Bargaining Power 0.468 5.093 ***

Involvement in IJVs -0.014 0.136 ns
Financial Objectives 0.166 2.025 * *

Effects on Social Controls 0.329
Interpartner Working Relationship -0.023 0.190 ns
International experience 0.015 0.152 ns
Bargaining Power 0.428 3.999 ***

Involvement in IJVs -0.026 0.279 ns
Financial Objectives 0.345 3.851 ***

Effects on Performance 0.420
Interpartner Working Relationship 0.614 5.931 ***

International experience -0.094 1.115 ns
Focus of Control -0.205 1.708 *

Extent of Control 0.184 1.315 □
Formal Controls 0.244 2.301 **

Social Controls -0.096 0.781 ns
Involvement in IJVs 0.207 2.026 **
Significance level. 2-tailed: * 90%; ** 95%; *** 99%. 1-tailed: □ 90%. ns = not significant 
2-tailed critical t-values for confidence level: 99%=2.576; 95%= 1.960; 90%= 1.645 
1-tailed critical t-values for confidence level: 99%=2.326; 95%= 1.645; 90%= 1 282
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The results of PLS path estimates show significant relationships on all 

endogenous variables. All exogenous variables also produce significant impact on at 

least one endogenous variable. A closer review of the absolute values of significant 

path coefficients shows a range from 0.140 to 0.614. The absolute value of most path 

coefficients is above 0.20 and therefore can be considered meaningful (Chin, 1998b).

Table 5.12 reports the R-square values for endogenous constructs. These range 

from 0.264 for formal controls to 0.477 for extent of control. The individual values of 

R-square are quite large and confirm the significance of the constructs and their 

relationships in the model. As suggested by Chin (1998a), weight relationships 

determine the case value of the constructs. It follows that as for traditional regression, 

the value of the R-square can be seen as the proportion of variation in the endogenous 

construct that can be explained by the relationships with its respective exogenous 

constructs. For example, an R-square of 0.420 for performance would indicate that 

42% of the variation in performance can be explained by the impact of management 

control system choices, parent partner’s international experience, parent partners’ 

involvement in international joint ventures and the state of interpartner working 

relationship.

Table 5.13 - Total Causal Effect of Constructs
Effects R-

square
Direct
Effect

Indirect
Effect

Total
Effect

Total Effect on Performance 0.420
Interpartner Working Relationship 0.614 -0.026 0.588
Focus of Control -0.205 0.000 -0.205
Extent of Control 0.184 0.000 0.184
Formal Controls 0.244 0.000 0.244
Social Controls -0.096 0.000 -0.096
Involvement in IJVs 0.207 -0.014 0.193
International experience -0.094 0.008 -0.086

5.4.1.3 R-squares
Chin (1998a, 1998b) indicates that the interpretation of PLS estimates is the 

same as in regression analysis estimates. This means that the R-square values may be 

interpreted as the proportion of change in the endogenous construct that can be 

explained by the effect of the exogenous construct.
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All R-square values reported in Table 5.12 are large and significant. For the 

control constructs R-square values range from 0.264 for formal controls construct to

0.477 for the extent of control construct. The R-square value for the performance 

construct is 0.420. These values confirm a substantial effect of exogenous constructs 

and, therefore, the significance of the impact of the variables investigated in this 

study. These results also confirm that the inner-relations of the theoretical model are 

reasonably substantial and, therefore, confirm the validity of the theoretical model.

Flowever, since several exogenous constructs are used to predict a given 

endogenous construct, the R-square values indicate the total proportion change in the 

endogenous construct explained by the combined impact of all exogenous constructs. 

R-square values do not provide indications as to the impact of each of the exogenous 

constructs. As shown by the relative weights of individual path coefficients and their 

significance levels in Table 5.12 and Figure 5.1, each exogenous construct makes a 

different effect on the relevant endogenous construct(s) it interacts with.

The results in Table 5.12 and Figure 5.1 also show that except for financial 

objectives and bargaining power, all other exogenous constructs have some non

significant effects of their respective endogenous constructs. The impact of the 

proportion of change in the endogenous constructs caused by these exogenous 

constructs, therefore, may not be substantial or significant.

For example, the interpartner working relationship exogenous construct only 

has a large significant effect on the performance endogenous construct and relatively 

small and no significant effects on all control endogenous constructs. Similarly the 

international experience exogenous construct has a larger effect on focus of control 

endogenous construct and smaller and not significant effects on all other control and 

the performance endogenous constructs. The involvement in IJVs exogenous 

construct has significant effects on the focus of control and performance constructs 

only.

These exogenous construct, therefore, may not make a significant impact as 

predictors of their respective endogenous constructs. Chin (1998a) suggests that the 

R-square can be further analysed to assess the impact of a given exogenous construct 

on an endogenous constructs it interacts with. We now follow this suggestion to 

analyse the marginal impact of the exogenous constructs interpartner working
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relationship, international experience and involvement in IJVs, on the R-square values 

of control and performance endogenous constructs.

The relevant measurement is defined effect size (/2) and it is estimated by 

using the following equation:

i2
included 'excluded

included

Where f2 is the effect size, R2 included and R2 excluded are the values of R-square of the 
endogenous construct when the exogenous construct is included and excluded from 

the structural model (Chin, 1998a).

The values of effect size can be used to observe the explanatory power of a 

construct on a model from small to large according to the following values (Cohen, 

1988; Cohen and Cohen, 1983):

• Effect size f~ of 0.02 = small effect;

• Effect size /2 of 0.15 = medium effect;

• Effect size /2 of 0.35 = large effect.

To test the effect size of the three exogenous constructs, we calculated PLS 

estimates by first excluding each of the three exogenous constructs and then by 

excluding all of them. We then calculated effect size f2 for each of the resulting four 

scenarios by using Excel 2003 software. The results are reported in Table 5.14.
. 1 . . .The results show that the effect size / of the international experience 

construct is very small. The exogenous construct has no effect on extent of control 

and very small effect on the two mechanism of control and performance endogenous 

constructs. It has a moderate effect on the focus of control construct (/ of 0.036).

The effect size / of the involvement in IJVs construct is also very small. The 

exogenous construct has no effect on formal mechanisms and very small effect on the 

social mechanisms and extent of control endogenous constructs. It has a very 

moderate effect on the focus of control construct (/2 of 0.026) and a slightly larger 

effect on the performance construct (/2 of 0.026).
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The interpartner working relationship exogenous construct has no significant 

effect size / on any of the control endogenous constructs but has a very large effect 

on the perfonnance construct (/2 of 0.591).

These results indicate that except for the moderate effect on focus of control 

(by the international experience and involvement in IJVs exogenous constructs) and 

the more significant effect on performance (by involvement in IJVs and interpartner 

working relationship exogenous constructs), the elimination of the proposed 

relationships of the three exogenous constructs with the other endogenous constructs, 

would not affect the relationships in the model and its predictive ability. This 

conclusion confirms the significant PLS path estimates reported in Table 5.12 and 

Figure 5.1.

Of note is the significant effect size /2 on the performance endogenous 

construct. It indicates that a great proportion of change in performance would be 

explained by the interpartner working relationship construct. We will further discuss 

these results in chapter six.

5.4.1.4 Model Validation
The final analysis of the PLS model is that suggested by Wold (1982) to cross- 

validate R-square between each endogenous construct and its own manifest variables. 

The test assesses the predictive relevance of the model by calculating the same 

measures indicated by Stone (1974) and Geisser (1975), known as the Stone-Geisser 

Q2 index (Chatelin et al., 2002).

In PLS this technique is applied by using blindfolding procedure. Chin 

(1998a) and Chatelin et al. (2002) provide explanations of this procedure that we now 

follow. First, the data is divided in a number of groups (omission distance). Wold 

(1982) suggests that the number should be an integer value between the number of 

indicators and cases. Based on experience Chatelin et al. (2002) suggest this number 

to be 7 and Chin (1998a) suggests to be between 5 and 10. The data in this study has 

97 cases and the maximum number of indicators of any one construct is 8. We 

therefore chose omission distance value of 9. Also to ensure stability of estimates we 

repeated the blindfolding procedure by using an omission distance value of 15.
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Each endogenous construct is blindfolded in turn and PLS estimates the model 

by omitting points of data in the data matrix at a regular interval (the value of the 

omission distance) repeating the estimates to the end of the data matrix. The omitted 

data points are estimated by PLS via pairwise deletion, mean substitution or an 

imputation procedure. Two measures of errors are then calculated. The first is the sum 

of square errors from the predicted omitted data (SSE) and the second is the sum of 

the square errors from the mean of the remaining data points (SSO). The quality of the 

model is then evaluated by measuring its capacity to predict manifest variables related 

to the endogenous constructs using two indices: communality (H~) and redundancy
(E2)-

The indices are calculated performing two different blindfolding procedures in 

PLS for each endogenous construct. In the communality procedure, PLS predicts the 

values of the omitted data points (manifest variables) by the underlying construct. In 

the redundancy procedure omitted data points are estimated by the other constructs 

that predict the blindfolded endogenous construct. The following equation is then 

used to calculate the communality index H" and the redundancy index F~:

Index = 1 -
SSE

SSO

Chin (1998a) indicates that values of the communality index H" and the 

redundancy index F~ higher than zero are an indication that the model has predictive 

relevance while values below zero mean that the model lacks predictive ability. Table 

5.15 reports the values of results of communality (H~) and redundancy index (F~) 

indices calculated for this study.

Table 5.15 - Communality (//') and Redundancy (F2) Indices Based on
Blindfolding Procedures

Construct Omission distance = 9 Omission distance = 15
Communality

H2
Redundancy

F2
Communality

H2
Redundancy

F2
Focus 0.565 0.154 0.565 0.155
Extent 0.492 0.211 0.498 0.215
Formal Controls 0.313 -0.022 0.317 -0.043
Social Controls 0.228 0.040 0.232 0.046
Performance 0.400 0.156 0.393 0.150
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The results in Table 5.15 indicate that the estimates are stable, the model has a 

solid predictive relevance and all constructs are comprehensively measured by their 

respective indicators.

Stability of estimates is shown by similar values of communality (H~) and 

redundancy (F~) indices calculated by the blindfolding procedures using the two 

different omission distances.

The values of communality (//") indices are greater than zero for all constructs 

and, therefore, confirm the predictive relevance of the model as well the 

comprehensive measurement of all constructs by their respective indicators.

The value of redundancy (F2) indices is marginally below zero for the formal 

controls construct and greater than zero for all other constructs. As shown in Table 

5.12, Table 5.14 and Figure 5.1, the R-square value of the formal controls construct is 

the lowest for all endogenous constructs in the model. The negative value of the 

redundancy (F2) index is therefore consistent with low R-square and would indicate 

that the model has poor predictive ability for the formal controls construct. All other 

redundancy (F2) indices, however, are greater than zero and suggest that the model 

has good predictive ability for all other endogenous constructs.

5.4.2 Structural Paths
The final step in evaluating the PLS model is to assess the results against the 

propositions formulated in our study by examining and evaluating the size, 

significance and direction of the structural path estimates. The evaluation will be 

based on the two major concepts put forward in the theoretical framework: effects on 

parent partner’s management control system choices and impact on international joint 

ventures performance. The values evaluated are those reported in Table 5.12 and 

Table 5.13.

Table 5.12 shows the PLS estimates of the model and Table 5.13 summarises 

exogenous constructs direct and indirect effect on endogenous constructs.

5.4.2.1 Structural Path on Focus of Control
As shown in Table 5.12 the focus of control construct has 5 exogenous 

constructs. Only one construct, interpartner working relationship has a weak not
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significant effect (path) on it. The remaining four exogenous constructs have a 

significant effect. These are international experience, bargaining power, involvement 

in IJVs and financial objectives.

The bargaining power construct has a substantial highly significant positive 

effect of 0.591 on focus of control. This confirms proposition P5 that parent partners 

with high levels of bargaining power seek a broader control focus. Involvement in 

other international joint ventures and financial objectives also confirm their respective 

propositions P9 and P4. The financial objectives construct has a substantial and 

statistically significant effect of 0.163. The effect of involvement in other IJVs 

construct is also substantial, 0.140, but not as statistically significant.

The international experience construct has a significant negative effect of - 

0.158 on parent partner’s decisions on focus of control. This confirms proposition P6 

that parent partners’ international experience is related to their management control 

system choices but in the opposite direction to that indicated in proposition P6.

The exogenous construct interpartner working relationship has a weak and not 

statistically significant effect on focus of control (0.026). It therefore provides no 

support to proposition PI.

5.4.2.2 Structural Path on Extent of Control

Table 5.12 shows that two exogenous constructs have a significant path on the 

endogenous construct extent of control. These are bargaining power and financial 

objectives. The remaining not statistically significant constructs are interpartner 

working relationship, international experience and involvement in IJVs.

Interesting to note is the very substantial and highly statistically significant 

positive effect of bargaining power on extent of control. The size of the effect is 0.654 

and it confirms proposition P5 both in terms of effect and direction. The construct 

financial objectives also produces a significant effect but substantially lower in size; 

the value of the path is 0.153. It also provides support to proposition P4 that parent 

partners’ financial objectives for their international joint ventures seek tighter 

controls.
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The highest size of the not-statistically significant effect of the remaining 

exogenous constructs is that of involvement in IJVs at 0.086. Weaker effect is shown 

by interpartner working relationship (0.016) and international experience (-0.025). No 

direction of the effect was suggested for the latter in proposition P6. Also of note is 

that both exogenous constructs dealing with parent companies international business 

dealings do not have significant influence on extent of control.

5.4.2.3 Structural Path on Formal Mechanisms of Control
Supporting their respective propositions, bargaining power and financial 

objectives constructs have significant paths on formal mechanisms of control 

endogenous construct. In both cases the sign of the effect is the direction suggested in 

the propositions. The remaining exogenous constructs (interpartner working 

relationship, international experience and involvement in IJVs) do not have significant 

paths on formal mechanisms of control.

As shown in Table 5.12, bargaining power has a substantial 0.468 effect on 

parent partner’s management control system choices in relation to formal mechanisms 

of control. The path is also highly statistically significant. It therefore provides 

support to propositions P5 both in terms of effect and direction. Less substantial is the 

effect of financial objectives, 0.166, but nevertheless statistically significant. It also 

supports proposition P4 both in terms of effect and sign.

Interpartner working relationship exogenous construct has the most substantial 

negative effect (-0.106) of the remaining not statistically significant path estimates. 

Though the sign of the direction is the same as that suggested in proposition PI (that 

parent partners perceiving positive interpartner working relationships would seek less 

formal mechanisms of control), the effect is not significant.

Less substantial is the negative effect of the exogenous constructs international 

experience and involvement in IJVs shown in Table 5.12, respectively -0.074 and - 

0.014. Therefore they provide no support for their respective propositions P6 and P7. 

No suggestions were made in these propositions for the direction of the effect. 

However, the negative signs may indirectly support the suggestion that parent partners 

with more extensive international experience and more involvement in other 

international joint ventures would seek less formal mechanisms of control. This 

consideration is not supported by statistical significance.
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5.4.2.4 Structural Path on Social Mechanisms of Control
Similar to extent of control and formal mechanisms constructs, the exogenous 

constructs bargaining power and financial objectives have significant substantial 

positive effects on social/promotive mechanisms of control. The remaining exogenous 

constructs, interpartner working relationship, international experience and 

involvement in IJVs, have very low not significant effects. The size effect of both 

significant exogenous constructs is quite substantial. As shown in Table 5.12, the 

bargaining power construct has an effect of 0.428 and the financial objectives 

construct an effect of 0.345. Both are also highly statistically significant.

Proposition P5 suggested that parent partners with high levels of bargaining 

power would seek more social/promotive mechanisms of control. The sign of the path 

is in the same direction. Proposition P4 suggested that financial objectives motivating 

parent partners to enter international joint ventures were positively related to 

management control system choices. The results shown in Table 5.12 provide support 

to the proposition.

With regard to the remaining exogenous constructs, as shown in Table 5.12 

international experience has a weak positive effect while interpartner working 

relationship and involvement in IJVs a weak negative effect. The size effect of the 

international experience construct is 0.015 and the size of the paths of interpartner 

working relationship and involvement in IJVs is -0.023 and -0.026 respectively. The 

sign of the effect for international experience is as suggested in proposition P6. The 

sign for the other exogenous constructs instead is the opposite of that suggested in 

propositions PI and P7. Both effects, however, are not significant.

5.4.2.5 Structural Path on Performance
The theoretical framework model suggests that seven constructs are related to 

the endogenous construct performance. Table 5.12 shows that five constructs have 

significant paths. These are interpartner working relationship, focus of control, extent 

of control, formal control mechanisms and involvement in IJVs. The remaining two 

constructs, international experience and social control mechanisms, do not have 

significant effects.

The most substantial significant effect on the endogenous construct 

performance is made by interpartner working relationship. As shown in Table 5.13,
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the size of the direct effect is 0.614, reduced by the indirect effect (-0.026) to total 

effect of 0.588. Despite the reduction, this is still a very substantial effect. The sign of 

the effect is also in the direction suggested in proposition P2. The results shown in 

Table 5.12 and in Table 5.13 provide strong support to proposition P2.

The remaining four exogenous constructs make similar significant effects on 

the endogenous construct performance. Three constructs relate to parent partners 

assessment of management control systems aimed at monitoring international joint 

ventures. The second highest effect is made by one of these constructs, the formal 

control mechanisms construct. The substantial significant positive effect is 0.244. 

The other two constructs related to management control systems are focus of control 

and extent of control. The size of their effects is -0.205 and 0.184 respectively. They 

are both statistically significant, but it must be noted that the construct extent of 

control statistical significance is on the basis of 1-tailed table critical values. The sign 

of the effects is in line with the respective propositions (PI2 and PI 1). As expected, 

formal mechanisms of control and extent of control constructs are positively related to 

the endogenous construct performance and the negative signs of the path of focus of 

control and social control constructs confirm the expectations that narrower focus of 

control is associated with more positive perceptions of international joint ventures 

performance (proposition P10) and parent partners seeking less social control have a 

more positive perception of their international joint ventures’ performance 

(proposition PI3).

The construct involvement in IJVs has a direct effect of 0.207. Table 5.13 also 

shows a negative indirect effect of -0.014, thus reducing the total effect to 0.193. The 

effect is substantial and significant, and confirms proposition P9.

The size of the effect of international experience construct on the endogenous 

construct performance is quite small, -0.094. As shown in Table 5.13, this value is 

increased by the positive indirect effect of 0.008 to total effect of -0.086. The negative 

sign of the effect suggests an inverse relationship between parent partners’ 

international experience and performance of international joint ventures. However, the 

effect is not statistically significant.
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A similar effect is shown in Table 5.12 for the social control mechanisms 

construct. The size of the effect is -0.096. A weak effect and not statistically 

significant.

5.5 Additional PLS Modeling
As explained in chapter four and as a result of the exploratory analysis in this 

chapter, the theoretical model proposed in this study exhibits some variations. These 

include the conceptualization of constructs related to motives determining a parent 

partner to joint venture, the components of bargaining power and the multiple 

dimensions of performance. Additional PLS modeling was performed to explore the 

effects of these constructs and the results are reported in this section.

In the final part of this section we present the results of a test on whether the 

size of international joint ventures parent partners may explain management control 

system choices and/or performance of international joint ventures. This is done by 

splitting the sample into two groups: larger and smaller parent partners. The 

separation is based on the size of parent companies assessed on number of employees.

5.5.1 Dimensions of Performance
As explained in section 5.3.2.1.1, the strength of correlations amongst 

indicators indicated more than one dimension of performance and factor analysis 

revealed three dimensions: Learning, Product/Customers and Financial Performance. 

The model analysed in section 5.4 is based on the inclusion of a second-order factor 

construct estimated by combining the three individual dimensions of performance. We 

also tested the impact on each dimension of performance (Learning Performance, 

Product/Customer Performance and Financial Performance) by substituting in the 

theoretical model each of the three constructs for the second-order factor performance 

construct. Table 5.16 reports the results of PLS analysis and, in particular: R-square 

values, the path coefficient estimates, the observed t-values and significance levels 

assessed by comparing the observed t-values with critical values of 2-tailed and 1

tailed significance tables. The observed t-values were estimated by using PLS 

bootstrapping procedure (600 resamples).

The path estimates for each of the three dimensions of performance shown in 

Table 5.16 are not substantially different to those of the comprehensive performance
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construct. Some differences are noted, in particular for the effect of international 

experience being significant on financial performance, focus of control not significant 

on learning performance and extent of control highly significant on financial 

performance dimension only. These differences will be discussed in chapter six.

Tabic 5.16 - Model Inner Structural Analysis; Performance Constructs
Effects R-

square
Path

Coefficient
Observed

t-value
Significance

Level
Effects on Performance 0.420
Interpartner Working Relationship 0.614 5.931 ***
International experience -0.094 1.115 ns
Focus of Control -0.205 1.708 *
Extent of Control 0.184 1.315 □
Formal Controls 0.244 2.301 **
Social Controls -0.096 0.781 ns
Involvement in IJVs 0.207 2.026 **
Effects on Learning 0.515
Performance
Interpartner Working Relationship 0.711 9.832 ***
International experience -0.027 0.398 ns
Focus of Control -0.030 0.208 ns
Extent of Control 0.047 0.352 ns
Formal Controls 0.241 2.056 **
Social Controls -0.120 1.193 ns
Involvement in IJVs 0.113 1.305 □
Effects on Product/Customer 0.286
Performance
Interpartner Working Relationship 0.510 4.083 ***
International experience -0.108 1.166 ns
Focus of Control -0.189 1.482 □
Extent of Control 0.111 0.709 ns
Formal Controls 0.190 1.771 *
Social Controls -0.103 0.804 ns
Involvement in IJVs 0.173 1.594 □
Effects on Financial 0.257
Performance
Interpartner Working Relationship 0.398 3.299 ***
International experience -0.140 1.488 □
Focus of Control -0.348 2.811 ***
Extent of Control 0.307 1.987 **
Formal Controls 0.244 1.835 *
Social Controls -0.095 0.649 ns
Involvement in IJVs 0.200 2.023 **
Significance level. 2-tailed: * 90%; ** 95%; *** 99%. 1-tailed: □ 90%. ns = not significant 
2-tailed critical t-values for confidence level: 99%=2.576; 95%= 1.960; 90%= 1.645 
1-tailed critical t-values for confidence level: 99%=2.326; 95%= 1.645; 90%= 1.282
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5.5.2 Bargaining Power Factors
Bargaining Power is a formative construct measured by two context based 

factors and eight resource factors identified by extant research. Strategic importance 

of the international joint venture to a parent partner (as a measure of stakes) and 

alternatives available to forming the joint ventures are the context based factors. 

Relative contribution of critical resources in eight different areas has been identified 

as the resource based factors. Our original analysis of the theoretical model is based 

on the inclusion of bargaining power formative construct estimated by the 

combination of all factors. We also tested the effect of each factor in the theoretical 

model by substituting a construct for each of the three factors (Stakes, Alternatives 

and Resources) for the bargaining power construct. Table 5.17 reports the results of 

PLS analysis and, in particular: R-square values, the path coefficient estimates, the 

observed t-value and significance levels assessed by comparing the observed t-values 

with critical values of 2-tailed and 1 tailed significance tables. The observed t-values 

were estimated by using PLS bootstrapping procedure (600 resamples).

Before we review the path estimate, the measure of the stakes exogenous 

construct requires comment. As noted earlier, so that the measurement of this 

construct is consistent with high values being associated with high bargaining power, 

the construct is measured so as to associate high strategic importance with lower 

values, that is l=strongly agree to 5=strongly disagree to the question on the strategic 

importance of the international joint venture to its parent partner.

The results of path coefficient estimates shown in Table 5.17 indicate that the 

effect of the resources construct is substantial and highly significant on all 

endogenous constructs. The size of the path estimates range from 0.436 for the effect 

on formal controls to 0.728 for the effect on extent of control. The results therefore 

support proposition P14 both in size and directions of the effect. This is not the case 

for the two exogenous constructs measuring the context-based factors of bargaining 

power. The stakes construct has a significant negative effect of -0.234 on formal 

control construct and the exogenous construct alternatives has a substantial significant 

negative effect on extent of control (-0.217) and a significant (1-tailed table) moderate 

positive effect on the formal control construct (0.138).
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Table 5.17 - Model Inner Structural Analysis: Bargaining Power Constructs
Effects R- Path Observed Significance

square Coefficient t-value Level
Effects on Focus of Control 0.428
Interpartner Working Relationship -0.007 0.093 ns
International experience -0.147 2.324 **

Resources 0.613 7.340 ***
Involvement in IJVs 0.152 1.806 *
Financial Objectives 0.181 2.126 **

Stakes -0.015 0.159 ns
Alternatives -0.021 0.290 ns
Effects on Extent of Control 0.632
Interpartner Working Relationship -0.033 0.447 ns
International experience 0.007 0.117 ns
Resources 0.728 13.316 ***
Involvement in IJVs 0.128 2.058 **

Financial Objectives 0.184 2.966 ***
Stakes -0.046 0.475 ns
Alternatives -0.217 2.889 * * *
Effects on Formal Controls 0.335
Interpartner Working Relationship -0.213 1.392 □
International experience -0.084 0.760 ns
Resources 0.436 4.566 ***
Involvement in IJVs -0.055 0.537 ns
Financial Objectives 0.164 1.868 *

Stakes -0.234 1.956 *

Alternatives 0.138 1.482 □
Effects on Social Controls 0.362
Interpartner Working Relationship -0.073 0.613 ns
International experience 0.018 0.181 ns
Resources 0.437 4.683 ***
Involvement in IJVs -0.034 0.319 ns
Financial Objectives 0.359 4.107 ***
Stakes -0.100 0.891 ns
Alternatives 0.015 0.155 ns
Effects on Performance 0.418
Interpartner Working Relationship 0.617 6.364 ***
International experience -0.095 1.251 ns
Focus of Control -0.206 1.720 *
Extent of Control 0.186 1.310 □
Formal Controls 0.240 2.254 **

Social Controls -0.089 0.805 ns
Involvement in IJVs 0.207 2.137 * *
Significance level. 2-tailed: * 90%; ** 95%; *** 99% 1-tailed: □ 90% . ns = not significant
2-tailed critical t-values for confidence level: 99%=2.576; 95%= 1.960; 90%= 1.645
1-tailed critical t-values for confidence level: 99%=2.326; 95%= 1.645; 90%= 1.282
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These results only provide partial mixed support to propositions PI5 and PI6 

in that they confirm some effect on management control system choices but, in some 

cases, in the opposite direction to that expected. Relevant discussion on these results 

will be presented in chapter six.

5.5.3 Motives
As explained in chapter four two different conceptualizations of parent 

partner’s motives for entering international joint ventures are investigated in this 

study: one relates to the breadth of motives and the other relates to financial 

objectives. The second construct was used as part of the model evaluated in the 

previous section. We also tested the impact of breadth of motives on parent partner’s 

management control system choices and performance of international joint ventures 

by substituting in the theoretical model this construct for the financial objectives 

construct. The results of PLS path estimates for the revised model are shown in Table 

5.18. The report includes R-square values, the path coefficient estimates, the observed 

t-value and significance levels assessed by comparing the observed t-values with 

critical values of 2-tailed and 1-tailed significance tables. The observed t-values were 

estimated by using PLS bootstrapping procedure (600 resamples). Information on 

individual indicators reliability, construct composite reliability and discriminant 

analysis of this modified model are reported in Appendix G.

The results reported in Table 5.18 indicate significant path estimates similar to 

those estimated for the original model. The inclusion of the exogenous construct 

breadth of motives, therefore, has not caused significant changes on the effects of the 

other constructs. With regard to this construct we note that it has a significant positive 

effect on focus of control and formal controls and a significant moderate effect on 

extent of control. It has no significant effect on social controls. The size of the effects 

on the endogenous constructs are: 0.149 on focus of control, 0.100 on extent of 

control, 0.133 on formal controls and 0.162 on social controls (not statistically 

significant). These results provide support to proposition P3 both in terms of size and 

direction.
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Table 5.18 - Modified Model Inner Structural Analysis: Breadth of Motives
Effects R-

square
Path

Coefficient
Observed

t-value
Significance

Level
Effects on Focus of Control 0.389
Interpartner Working Relationship 0.027 0.345 ns
International experience -0.143 2.077 **

Bargaining Power 0.590 7.480 ***

Involvement in IJVs 0.112 1.215 ns
Breadth of Motives 0.149 1.758 *

Effects on Extent of Control 0.466
Interpartner Working Relationship 0.013 0.127 ns
International experience -0.016 0.218 ns
Bargaining Power 0.659 8.624 ***

Involvement in IJVs 0.060 0.838 ns
Breadth of Motives 0.100 1.306 □
Effects on Formal Controls 0.257
Interpartner Working Relationship -0.109 0.596 ns
International experience -0.053 0.504 ns
Bargaining Power 0.470 4.613 ***

Involvement in IJVs -0.045 0.455 ns
Breadth of Motives 0.133 1.554 □
Effects on Social Controls 0.240
Interpartner Working Relationship -0.045 0.300 ns
International experience 0.030 0.264 ns
Bargaining Power 0.441 3.211 ***

Involvement in IJVs -0.091 0.823 ns
Breadth of Motives 0.162 1.263 ns
Effects on Performance 0.418
Interpartner Working Relationship 0.613 6.365 ***

International experience -0.096 1.261 ns
Focus of Control -0.205 1.742 *

Extent of Control 0.187 1.309 □
Formal Controls 0.241 2.081 **

Social Controls -0.097 0.807 ns
Involvement in IJVs 0.208 2.089 **
Significance level. 2-tailed: * 90%; ** 95%; *** 99% 1-tailed: □ 90%. ns = not significant
2-tailed critical t-values for confidence level: 99%=2.576; 95%= 1.960; 90%= 1.645 
1-tailed critical t-values for confidence level: 99%=2.326; 95%= 1.645; 90%= 1.282
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5.5.4 Testing for Size
Finally, the PLS model estimates presented in this section relate to a test of the 

theoretical model based on two different sets of data: larger and smaller parent 

partners of international joint ventures. As discussed in the next chapter, the reason 

for this analysis is to test whether management control system choices and impact on 

performance outcomes of international joint ventures could be explained by the size 

of parent partner companies.

In order to conduct the test, we split the sample into two equal groups at the 

median number of employees of parent partner companies. As shown in Table 4.6, the 

number of employees of parent companies ranges from 2 to 125,000 and the average 

is 3,484. However, the median value of 360 employees indicates that the size of a 

great proportion of Australian companies involved in international joint ventures is 

small to medium and the significant difference with the average value is due to the 

presence of outliers in the sample. Thus the decision to split the sample in two equal 

groups.

It must be noted that by splitting the sample statistical validity of results may 

suffer due to reduced sample size. While many writers have indicated the ability of 

PLS-Graph to perform well with small sample size (see for examples Chin, 1998a, 

1998b; Haenlein and Kaplan, 2004; Chin et al., 1996) caution should still be exercised 

in interpreting the results presented in this section. To us, however, the results provide 

a useful indication of the possible effect of the size of respondent companies on 

management control system choices and performance of international joint ventures.

Table 5.19 - Composite Reliability: Original, Larger and Smaller Samples
Constructs

All
Composite Reliability 

Larger Smaller
Interpartner Relationship 0.874 0.899 0.850
International experience 0.940 0.911 0.971
Focus 0.938 0.937 0.939
Extent 0.923 0.922 0.924
Formal Controls 0.856 0.838 0.857
Social Controls 0.825 0.823 0.810
Performance 0.867 0.880 0.856
Involvement in IJVs 1.000 1.000 1.000
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Table 5.19 reports the composite reliability pc measures of internal consistency 

of items (Werts et al., 1974) of the new models compared with the same measures for 

the original model comprising the full sample. The values for the model of smaller 

and larger parent companies are all above the minimum acceptable value of 0.70 and 

consistent with those for the full original sample and therefore confirm that the 

constructs are reliably measured by their respective indicators.

The R-square values of endogenous constructs for the larger and smaller 

samples are reported in Table 5.20, together with the same values for the full sample. 

We note some differences. The R-square values of the PLS estimate for the larger 

companies sample are higher than those for the full sample and smaller size 

companies for all endogenous constructs. These may indicate that a higher proportion 

of the change in the endogenous constructs is explained by their relationships with 

relevant exogenous constructs for larger size companies; an indication that constructs 

measured by data from larger size companies may have a more substantial effect on 

management control system choices and performance of international joint ventures.

Table 5.20 - R-Square Values: Original, Larger and Smaller Samples
Constructs

All
R-square
Larger Smaller

Focus 0.393 0.572 0.228

Extent 0.477 0.621 0.314

Formal Controls 0.264 0.475 0.168

Social Controls 0.329 0.412 0.378

Performance 0.420 0.588 0.490

The results of PLS path estimates for the revised models are shown in Table 

5.21, again in comparison with the original PLS path estimates. Significance levels 

assessed by comparing the observed t-values (estimated by using PLS bootstrapping 

procedure, 600 resamples) with critical values of 2-tailed and 1-tailed significance 

tables are also reported. Significantly different results form those of the full sample 

are reported in bold italic.

The major significant differences of effects for the smaller and larger company 

size sample reported in Table 5.21 are noted as follows.

No differences are noted for the exogenous construct interpartner working 

relationship.
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Table 5.21 - Model Inner Structural Analysis: Original, Larger and Smaller
Samples

Effects Total
Path Signif. 

Coeff. Level

Larger
Path Signif. 

Coeff. Level

Smaller
Path Signif.

Coeff. Level

Effects on Focus of Control

Interpartner Working Relationship 0.026 ns 0.104 ns -0.071 ns

International experience -0.158 ** -0.078 ns -0.248 **

Bargaining Power 0.591 * * * 0.709 *** 0.403 ** *

Involvement in IJVs 0.140 □ 0.121 ns 0.107 ns

Financial Objectives 0.163 ** 0.199 * 0.132 ns

Effects on Extent of Control

Interpartner Working Relationship 0.016 ns -0.021 ns 0.043 ns

International experience -0.025 ns -0.029 ns -0.045 ns

Bargaining Power 0.654 * * * 0.759 * * * 0.525 * * *

Involvement in IJVs 0.086 ns 0.035 ns 0.102 ns

Financial Objectives 0.153 ** 0.133 ns 0.168 □

Effects on Formal Controls

Interpartner Working Relationship -0.106 ns -0.011 ns -0.145 ns

International experience -0.074 ns -0.029 ns -0.196 ns

Bargaining Power 0.468 * * * 0.673 * * * 0.285 *

Involvement in IJVs -0.014 ns -0.08 ns 0.09 ns

Financial Objectives 0.166 ** 0.142 □ 0.179 ns

Effects on Social Controls

Interpartner Working Relationship -0.023 ns -0.023 ns 0.067 ns

International experience 0.015 ns -0.046 ns 0.069 ns

Bargaining Power 0.428 *** 0.536 * * * 0.365 * * *

Involvement in IJVs -0.026 ns 0.01 ns -0.135 ns

Financial Objectives 0.345 * * * 0.303 * * * 0.463 ***

Effects on Performance

Interpartner Working Relationship 0.614 * * * 0.615 * * * 0.587 * * *

International experience -0.094 ns -0.082 ns -0.095 ns

Focus of Control -0.205 * -0.001 ns -0.114 ns

Extent of Control 0.184 □ -0.388 * 0.386 **

Formal Controls 0.244 ** 0.544 *** 0.044 ns

Social Controls -0.096 ns 0.008 ns -0.092 ns

Involvement in IJVs 0.207 ** 0.300 ** 0.058 ns

Significance level. 2-tailed: * 90%; ** 95%; *** 99%. 1-tailed: □ 90%. ns = not significant 
2-tailed critical t-values for confidence level: 99%=2.576; 95%= 1.960; 90%= 1.645 
1 -tailed critical t-values for confidence level: 99%=2.326; 95%= 1.645; 90%= 1.282
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International experience exogenous construct does not have a significant effect 

on focus of control for the larger sample but, consistently with the full sample, has a 

substantial significant negative effect for the smaller sample. No other significant 

differences are noted for this construct.

The exogenous construct bargaining power shows consistent significant 

effects for both samples except that both size and statistical significance are 

substantially higher for the effect on formal control endogenous construct for the 

larger sample than for the smaller sample.

The involvement in IJVs exogenous construct makes a significant effect on 

focus of control endogenous construct for the original sample. This effect, however, is 

not significant for both larger and smaller samples. A difference is also noted for the 

effect of this exogenous construct on performance. The substantial statistical 

significance is only limited to the larger sample.

More differences are noted for the effect of the exogenous construct financial 

objectives. It has no effect on focus of control and formal mechanisms endogenous 

constructs for smaller size sample, while the opposite is noted for the effect on extent 

of control endogenous construct where the effect is significant only for the smaller 

size sample (on 1-tailed significance table critical values).

Differences are noted for the effect of the dimensions of management control 

systems on performance. The effect of focus of control, which is significant for the 

full sample, has no significant impact on the endogenous construct for either the 

larger or smaller sample. The direction of the effect of extent of control on 

performance construct, which is positive for the full sample, is in the opposite 

direction for the larger (negative) and smaller (positive) samples. While a substantial 

significant effect is reported for the formal controls construct for the larger sample, no 

significant effect is noted for the smaller sample.

Finally, differences are noted in the sign of estimated path coefficients for the 

following not significant effects:

• Interpartner working relationship effect on focus of control: positive 

for full and larger sample, negative for smaller sample.
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• Interpartner working relationship effect on extent of control: positive 

for full and smaller sample, negative for larger sample.

• Involvement in IJVs effect on formal controls: negative for full and 

larger sample, positive for smaller sample.

• Interpartner working relationship effect on social controls: negative for 

full and larger sample, positive for smaller sample.

• International experience effect on social controls: positive for full and 

smaller sample, negative for larger sample.

• Involvement in IJVs effect on social controls: negative for full and 

smaller sample, positive for larger sample.

• Social controls effect on performance: negative for full and smaller 

sample, positive for larger sample.

5.5.5 Summary
In this section we presented the results of additional PLS modeling. We first 

presented the PLS path estimates on modified versions of the theoretical model so as 

to include constructs for breadth of motives, each of the three dimensions of 

performance and different factors of bargaining power. We then presented the results 

of a test on whether the size of parent companies could explain effects on 

management control system choices and international joint ventures performance 

outcomes. Discussion and evaluation of the results presented in this section will be 

outlined in the following chapter.

5.6 Summary
In this chapter we have presented the results of the statistical analysis of 

responses to our survey questionnaire.

We first analysed and evaluated the validity and reliability of the 

measurements of the proposed model. This was done by performing exploratory 

analysis: convergent and discriminant analysis of reflective indicators and path 

validity analysis of formative indicators. Principal Component Analysis and Factor 

analysis were used to assess reliability and validity of reflective indicators. The results
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of these tests suggested the elimination of low correlated and cross-loading indicators. 

Composite reliability and discriminant validity analyses confirmed that the constructs 

were reliably and validly measured by the remaining reflective indicators.

In the following section we presented the results of PLS model estimates and 

statistical significance tests. The outer model analysis involved testing individual 

indicators and constructs for reliability and validity on the basis on PLS estimates. 

The results cross-validated the exploratory analysis outcomes and therefore confirmed 

the validity of the constructs and their measurements. We then presented path 

coefficient estimates, R-square value, observed t-value, significance levels of the PLS 

model and we evaluated the predictive ability of the model. Model validation tests 

suggested that the model has good predictive ability for all endogenous variables. We 

concluded this section by assessing the structural path against the propositions of the 

study. In general we found all exogenous variables, to a varying degree, make a 

significant effect on some of the endogenous variables in the model. In particular we 

found a strong significant effect of bargaining power and financial objective 

constructs on all management control system choices; a significant effect of 

international experience on focus of control choices; a strong significant effect of the 

state of interpartner working relationships on performance outcomes; and a significant 

effect of involvement in other international joint ventures, focus of control, extent of 

control and the use of formal mechanisms on performance of international joint 

ventures.

In the final section of this chapter we presented the results of additional PLS 

modeling. In particular, we examined PLS path estimates on modified versions of the 

theoretical model substituting constructs related to motives, different dimensions of 

performance and bargaining power factors. We then presented the results of splitting 

the sample in two groups: larger size and smaller size parent companies. The purpose 

of the relevant PLS model estimates is to assess whether parent companies’ size may 

explain the effect on management control system choices and international joint 

ventures performance.

In the next chapter we will discuss and evaluate the results presented in this

section.
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6 Discussion of Findings

6.1 Introduction
In this chapter we discuss the findings reported in chapter five by relating 

them to the propositions formulated in chapter three and to findings and suggestions 

of the extant literature.

The extant research indicates that several factors may influence parent 

partners’ management control system choices and performance of their international 

joint ventures from a distance. Parent partners’ management control system choices 

may also impact on performance outcomes of their international joint ventures. In this 

study we investigated both suggestions and the results were presented in chapter five. 

We now discuss the findings on the effects on management control system’s choices 

and the impact on international joint ventures performance. We then look at the utility 

of the proposed theoretical model and in the final section of this chapter we discuss 

the results of additional testing, reported in section 5.5.4, on whether the size of parent 

partner’s international joint ventures could explain management control system 

choices and impact on performance outcomes.

6.2 Determinants of Management Control System 
Choices

The extant literature suggests that management control system choices of 

parent partners to control the operations of their international joint ventures operating 

abroad may be determined by experience in international business dealings, 

involvement in other international joint ventures, the reasons determining their 

decisions to joint venture, the level of bargaining power relative to other partner(s) 

and the state of interpartner working relationship. In this study we tested propositions 

on each of these potential determinants and we now discuss the findings.

6.2.1 Interpartner Working Relationship
The first proposition we discuss is that on the relationship between the state of 

interpartner working relationship and parent partner’s management control system 

choices, specifically it was proposed that:
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PI The state oj interpartner working relationship is related to parent partners’ 

management control system choices. In particular, parent partners perceiving 

positive interpartner relationship with other partner(s) in their international 

joint ventures are likely to seek looser control extent, less formal/bureaucratic 

mechanisms of control and more social/promotive mechanisms of control.

As shown in Table 5.12 and Table 5.16 we found that the state of interpartner 

working relationship does not have a significant effect on management control system 

choices. No support for PI is therefore provided by the results.

Table 5.12 shows that the effect of the state interpartner working relationship 

is weak on focus, extent and social mechanisms of control and moderate on formal 

mechanisms of control. Also interesting to note is that the sign of the effects is 

positive for focus and extent of control and negative for mechanisms of control (both 

formal and social). This may indicate that parent partners perceiving a positive state 

of interpartner relationship may seek broader and tighter controls but would not seek 

more formal or social mechanisms of control. However, in all cases the effect is not 

significant.

In general, the finding of a lack of significant influence of interpartner 

working relationship on management control system choices should be a matter for 

further evaluation and investigation. These findings are different from the 

expectations suggested by the literature (see for example Groot and Merchant, 2000; 

Aulakh et al., 1996; Maitland et al., 1999) that trust and interpartner conflict could 

play a significant role in shaping the management control system aimed at monitoring 

the operations of international joint ventures. In particular, Groot and Merchant 

(2000) suggested that when trust between (or among) international joint venture 

partners is relatively low the partners’ controls over the international joint venture 

would be relatively tight and partners’ control focus relatively broad. Aulakh et al. 

(1996) also found that higher levels of trust would be associated with process and 

social controls rather than output controls.

Our results failed to confirm the significance of these relationships. This may 

be due to limitation of our research program and methodology. The measurement of 

the construct used in our study, although relevant and replicated from the extant 

literature, might not have captured in full the state of interpartner working
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relationship. As noted in the literature, for example, the concept of trust, one of the 

main elements of interpartner working relationship, is very complex, 

multidimensional, changing over time and therefore difficult to measure, especially 

from a distance by way of survey questionnaire. Possibly direct observation and a mix 

of data collection techniques may provide a better assessment. Further work in this 

area is warranted.

6.2.2 Motives
In previous chapters we noted that the extant literature indicates that motives 

determining parent partners decision to joint venture may influence their management 

control system choices (for example Franko, 1971; Chalos and O’Connor, 2004; 

Groot and Merchant, 2000) but little evidence is provided on the relationship between 

motives and these choices (Groot and Merchant, 2000; Oliver, 1990; Child and 

Faulkner, 1998). In line with suggestions from the extant literature in this study we 

investigated the influence of two factors related to motives suggested by Groot and 

Merchant (2000):

(i) Whether partners entering international joint ventures with precise 

financial objectives were seeking broader control focus, tighter extent 

of control and more formal and social mechanisms of control; and

(ii) Whether the breadth of parent partners’ motives was associated with 

broader control focus, tighter extent of control and more social 

mechanisms of control.

Specifically we proposed that:

P3 The breadth of parent partner's motives to enter international joint ventures is 

related to their management control system choices. In particular, parent 

partners entering international joint ventures with a broad set of motives are 

likely to seek broader control focus, tighter control extent and more 

social/promotive mechanisms of control.

P4 Parent partners entering an international joint venture with precise financial 

motives are likely to seek broader control focus, tighter control extent, more 

formal/bureaucratic mechanisms of control and more social/promotive 

mechanisms of control.
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The results in Table 5.12 support the proposition on the effect of financial 

objectives on each of the three dimensions of control. The sign of the coefficient paths 

is also in the expected direction. The most substantial effect is for social controls 

(0.345). There is a moderate effect on formal controls (0.166), extent of control 

(0.153) and focus of control (0.163). These results provide general support to 

proposition P4 and its suggestion that where financial objectives motivated parent 

partners to enter international joint ventures, these would be related to broader control 

focus, tighter control extent and more formal and social mechanisms of control.

With regard to breadth of motives, Table 5.18 shows a moderate but 

significant effect on focus of control (0.149), extent of control (0.100) and formal 

controls (0.133). The effect on social controls, though more substantial, is not 

statistically significant (0.162). As for financial objectives, the sign of the effect is 

positive in all cases indicating that parent partner’s breadth of motives would be 

associated with broader control focus, tighter control extent and more formal 

mechanisms of control. In proposition P3 we suggested a positive relationship 

between breadth of motives, control focus, social controls and control extent. No 

suggestions were made for the sign of the relationship with formal controls. The 

results shown in Table 5.18 provide support to proposition P3, in particular for the 

direction of the effect for focus of control, extent of control, and social controls 

(though not significant for the latter). The results also suggest a significant positive 

relationship with formal controls.

Groot and Merchant (2000) suggested that partners’ objectives for an 

international joint venture will be directly reflected in the international joint venture 

control system, and in particular when partners have a broad set of motives for an 

international joint venture, their control focus will be broad and partners with precise 

financial objectives would seek tighter operational controls. Our results suggest that 

the tentative propositions of Groot and Merchant (2000) were correct and, as a matter 

of fact, indicate that the influence is wider than on focus of control choices only. 

Parent partners entering international joint ventures with precise financial objectives 

or with a broader range of motives are likely to seek broader control focus, tighter 

control extent and more extensive use of both formal and social mechanisms of 

control.
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Our results add value to the extant research by confirming that there may be a 

significant relationship between motives to joint venture and management control 

system choices and that the influence is on each of the three dimensions of control 

suggested by Geringer and Herbert (1989). More confirmatory evidence may extend 

the investigation to other characteristics of motives and objectives of parent partners. 

These may include, for example, parent partner’s conflicting objectives (Anderson, 

1990) and strategic importance of motives (Franko, 1971).

6.2.3 Bargaining Power
The focus of more recent research on parent control of international joint 

ventures has indicated the significant influence on management control of the 

bargaining power of one parent partner relative to other partner(s) (see for example, 

Yan and Gray, 1994; Mjoen and Tallman, 1997; Chalos and O’Connor, 2004). We 

therefore proposed that:

P5 Parent partners in a position of high bargaining power are more likely to seek 

broader control focus, tighter control extent, more formal/bureaucratic 

mechanisms of controls and more social/promotive mechanisms of control.

As shown in Table 5.12, bargaining power has a substantial significant effect 

on all dimensions of control. The effect of bargaining power on management control 

system choices of parent partners of international joint ventures is quite substantial 

and significant on each of the dimensions investigated in this study. The size effect 

ranges from 0.428 on social controls to 0.654 on extent of control. The size effect on 

focus of control is 0.591 and on formal controls is 0.468. The statistical significance 

of all path estimates is high and the sign of all path estimates is positive. In general, 

the results shown in Table 5.12 provide strong support to proposition P5 both in terms 

of effect and direction.

The extant literature also suggests that bargaining power includes several 

components and factors: two context-based (the strategic importance of the 

international joint venture to a partner, as a measure of stakes, and alternatives to 

forming the international joint venture) and eight resource-based factors (Gray and 

Yan, 1992; Yan and Gray, 1994; Mjoen and Tallman, 1997). In line with these 

suggestions we proposed to investigate the effect of each component on parent
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partners’ management control system choices and formulated the following 

propositions:

P14 The more alternatives available to a parent partner to form an international 

joint venture the more likely the parent partner to seek broader control focus, 

tighter control extent, more formal/bureaucratic mechanisms of controls and 

more social/promotive mechanisms of control.

PI 5 The less strategically important the international joint venture is to a parent 

partner the more likely the parent partner is to seek broader control focus, 

tighter control extent, more formal/bureaucratic mechanisms of controls and 

more social/promotive mechanisms.

PI6 Parent partners contributing higher levels of strategic resources to 

international joint ventures are more likely to seek broader control focus, 

tighter control extent, more formal/bureaucratic mechanisms of controls and 

more social/promotive mechanisms of control.

The results shown in Table 5.17 confirm, in general, a substantial significant 

effect of the resources factor and mixed support to the effect of the two context-based 

factors.

Results similar to the general effect of bargaining power are reported in Table 

5.17 for the resources construct. The effect is substantial, positive and statistically 

significant for each of the dimensions of management control system. The highest size 

effect is on extent of control (0.728), followed by the effects on focus of control 

(0.613), on social/promotive mechanisms of control (0.437) and formal/bureaucratic 

mechanisms of control (0.436). The results, therefore, support proposition PI 6 both in 

terms of effect and direction.

With regard to alternatives to forming the international joint venture, 

proposition PI4 suggested a positive relationship between alternatives and dimensions 

of control. This was suggested as more alternatives available when forming the 

international joint venture contribute to a higher level of bargaining power and thus 

parent partners seeking broader control focus, tighter control extent and more formal 

and social mechanisms of control. The results reported in Table 5.17 indicate a 

significant moderate support only for the effect on extent of control and formal
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mechanisms of control. The effect on focus of control and social controls is weak and 

not statistically significant. Interesting to note is the sign of the effect: negative for 

both extent and focus of control and positive for formal and social mechanisms of 

control. The results only provide partial support to proposition PI4. The implications 

of these results are discussed after we review the effects of the stakes construct.

The results on the effects of stakes (strategic importance of the international 

joint venture to a parent partner) shown in Table 5.17 indicate very weak and not 

statistically significant values, except for the effect on formal controls. The effect size 

on this dimension of control is -0.234. All signs of the path coefficients (significant 

and not) are negative. The results provide some limited support to the suggestion of 

proposition PI5 for some effect on management control system choices but in the 

direction opposite to that expected for all dimensions of control. It must be noted that 

in line with the extant literature on bargaining power the construct was measured in 

terms of higher values associated with less strategic importance. Subject to the limited 

statistical significance, the negative signs suggest that parent partners of strategically 

important international joint ventures would seek broader control focus, more 

extensive control extent and more use of both formal and social controls.

The literature review in chapter two suggested that bargaining power may 

have a significant influence on international joint ventures control structure. The 

results of our study in general confirm this suggestion for the overall influence of 

bargaining power and some of its factors.

In particular, the results confirm a positive association between a higher level 

of bargaining power and management control system choices leading parent partners 

to seek broader focus of control, more dominant control extent, more formal and more 

social mechanisms of control, and therefore strongly support the role of bargaining 

power in shaping the management control system of parent partners aimed at 

monitoring their international joint ventures. The results are in line with the findings 

reported in the literature (for examples see, Yan and Gray, 1994; Mjoen and Tallman, 

1997; Chalos and O’Connor, 2004) suggesting that the relative level of joint venture 

partners' bargaining power has a significant impact on the pattern of parent control in 

the venture's management, which impacts on the structure of management within the 

international joint venture,
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The test of individual factors of bargaining power indicates mixed results. In 

line with the findings for the general bargaining power proposition the results shown 

in Table 5.17 confirm the substantial and significant effect of the resources construct, 

which measures the relative partner contribution of critical resources to international 

joint ventures. This is a further confirmation of findings and suggestions reported in 

the extant literature (for example, Lee et ah, 2003; Blodgett, 1991; Pfeffer and 

Salancik, 1978). As noted earlier, the extant research has suggested that parent 

partners contributing unique or superior resources/knowledge to a joint venture enjoy 

higher bargaining power and seek to achieve higher levels of control. Groot and 

Merchant (2000), for example, found confirmatory evidence of this suggestion with 

parent partners seeking broader focus and greater extent of control in monitoring 

international joint venture activities in areas where they believed to have superior 

knowledge and capabilities. Chalos and O’Connor (2004) reached a similar 

conclusion on partner knowledge and specific asset investments influencing a broad 

set of controls.

On the other hand, results on alternatives available to a parent partner to form 

the international joint venture provide mixed support to proposition PI4. Contrary to 

the suggestions made in that proposition the sign of the effect on extent and focus of 

control was negative, indicating that parent partners with more alternatives to form 

their joint ventures would seek narrower focus and less extent of control. The opposite 

effect to the results for bargaining power and resources. Similarly, with regard to the 

construct measuring the strategic importance of the international joint venture, the 

results fail to support proposition PI5 and indicate an opposite effect to that of 

bargaining power and resources.

These results are interesting in that they confirm the importance of bargaining 

power in determining parent partner’s management control system choices but fail to 

fully confirm a similar effect for two of the three component factors of bargaining 

power. This may call for further confirmatory research, in particular on three different 

but related issues.

The first deals with the factors determining and measuring bargaining power 

and their significance throughout the life of international joint ventures. Our results 

indicate that the level of a parent partner bargaining power is significantly related to
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the relative contribution of critical resources to international joint ventures. A further 

confirmation of findings and suggestions available in the extant literature (Gray and 

Yan, 1992; Yan and Gray, 1994; Mjoen and Tallman, 1997; Mjoen and Tallman, 

1997; Lee et al., 2003; Blodgett, 1991; Pfeffer and Salancik, 1978). Relative 

contribution of critical resources is likely to constitute a relevant and significant issue 

in the relationship between a parent partner and its international joint ventures 

throughout the life of the joint venture. On the other hand, the issue of alternatives to 

forming the international joint ventures may have a more significant effect at the time 

the joint venture is formed rather than throughout its life. Even if alternatives continue 

to be available, it may not be feasible (or too costly) for a parent company to change 

partners and/or business structure and, therefore, may no longer be relevant to 

bargaining power past the setup phase.

The second issue deals with the conceptualisation of the strategic importance 

of international joint ventures. While, on one hand, it is logical that the more 

important the joint ventures to a partner the lower is its bargaining power relative to 

other partner(s); on the other, strategically important joint ventures may lead parent 

partners to seek more extensive controls over their operations. Opposite effects on 

control choices are determined by each view. The extant literature has also linked 

strategic importance to the motives determining a parent partner to joint venture 

(Franko, 1971; Groot and Merchant, 2000). It therefore may be that rather than 

contributing to parent partner’s bargaining power, this factor should be investigated 

on its own, as part of the motives of parent partners to joint venture.

Pearce (2001), for example, suggested that researchers who have studied 

international joint ventures’ performance have tended to emphasise the initial 

conditions established by the parents and not taken into consideration management 

behaviour and organizational processes used in international joint ventures. Context- 

based factors of bargaining power may be emphasising initial conditions and, 

therefore, may not be as relevant as international joint ventures mature.

The third set of issues deals with the state of research in this field and 

limitations of our study. As noted earlier, the extant literature fails to provide 

conclusive evidence to formulate a clear set of theoretical propositions. Therefore, 

more exploratory as well as confirmatory work is required. Our study has adopted a
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confirmatory methodology by collecting data by way of survey questionnaire. While 

the items to measure the constructs were replicated or adapted from prior research, 

limitations still remain. Data collection involving both factual and perceptual 

information, for example, may lead to more accurate measurements of the relevant 

constructs and therefore lead to better results.

Still with a view to the future, given the strong support of our results on the 

effect of parent partners’ relative contribution of critical resources to their 

international joint ventures, it would be interesting to examine additional specific 

issues related to this factor. Lee et al. (2003), for example, suggested that relative 

bargaining power due to resource contributions needs to be evaluated both in terms of 

the type of resources contributed (Blodgett, 1991) and the degree of relative resource 

dependence (Pfeffer and Salancik, 1978). Future research addressing different types 

of resource may advance theoretical propositions developed by researchers in this area 

over the past twenty years.

6.2.4 International Experience
The extant literature suggests that a parent partner’s experience in 

international operations and extensive involvement in international joint ventures may 

determine management control system choices (Child and Yan, 2003; Lyles, 1988; 

Gray and Yan, 2002; Johnson et al., 2001). As noted in previous chapters, parent 

partner’s international experience may provide an incentive to form international joint 

ventures, determine a more relaxed attitude to starting and managing new ventures 

and a more de-facto control of the joint venture operations and outcomes (Child and 

Yan, 2003) and parent partners previously involved in international joint ventures feel 

more secure in committing resources to new international joint ventures (Johnson et 

al., 2001). In this study we investigated the effect of both factors on parent partner’s 

management control system choices aimed at monitoring international joint ventures 

and formulated the following propositions:

P6 Parent partners' international experience is related to their management 

control system choices. In particular, parent partners with more extensive 

experience in international business operations are more likely to seek 

broader control focus and more social/promotive mechanisms of controls.
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P7 Parent partners ' involvement in other international joint ventures is related to 

their management control system choices. In particular, parent partners 

involved in international joint ventures are more likely to seek broader control 

focus and more social/promotive mechanisms of controls.

The results shown in Table 5.12 provide limited support to these propositions. 

The international experience construct has a significant negative effect of -0.158 on 

parent partner’s decisions on focus of control. The effects on all other constructs on 

the management control system dimensions are weak and not significant. While the 

sign of the effect on extent of control and formal controls is also negative (values of - 

0.025 and -0.074 respectively), a positive sign is reported for the effect on social 

controls (value 0.015). These results confirm proposition P6 that parent partners’ 

international experience is related to management control system choices, but only for 

focus of control. No suggestions were made in proposition P6 with regard to direction 

of the effect on extent of control and formal controls and a positive relationship was 

suggested with regard to social controls.

Similar significant findings are reported in Table 5.12 for the exogenous 

construct involvement in IJVs. A moderate significant (but only on the basis of 1

tailed significance) positive effect was found on focus of control. For all other 

endogenous constructs, the effects are weak and not statistically significant. The value 

of the estimated path coefficient on focus of control is 0.140, on extent of control 

0.086, on formal controls -0.014 and on social/promotive controls -0.026. Similarly to 

proposition P6, in proposition P7 it was suggested that parent partner’s involvement 

in other international joint ventures would seek broader control focus and more social 

controls. No direction of the association was suggested for the other dimensions of 

control. The results shown in Table 5.12 provide partial support to proposition P7 

with regard to focus of control (both in terms of significance and direction of the 

relationship). The sign of the effect on social mechanisms of control, though not 

statistically significant, is on the opposite direction.

These results provide support for a significant influence of international 

experience and involvement on one dimension of management control system, focus 

of control. The signs of path coefficients, however, are opposite to each other: 

negative for international experience and positive for involvement in other
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international joint ventures. This could be explained by the fact that companies with 

extensive international experience feel confident they can control their international 

joint ventures by concentrating control over narrower specific set of operations. On 

the other hand, more extensive involvement in other international joint ventures 

provides experience and flexibility to understand and control a broader range of 

activities and operations. These considerations are in line with the findings of Lyles 

(1988) and Child and Yan (2003) that as parent partners experience with international 

joint ventures increased their attitude towards control became more flexible.

Future research on these factors may address the issue of a more 

comprehensive influence of international experience on management control system 

choices by overcoming limitations of our research and investigating specific issues. 

The main limitation of our study was the measurement of international experience 

which was based only on two perceptual measures. More comprehensive measures 

may be derived from the extant literature or new measures developed. Investigating 

issues related to learning, which forms the basis of experience, may also add value to 

the current findings and suggestions of the extant literature.

6.2.5 Summary
The results discussed in this section indicate that all but one of the antecedents 

of control have a significant effect on parent partners’ management control system 

choices aimed at monitoring the activities of their international joint ventures. In 

particular, we found that the level of parent partners bargaining power relative to the 

other partner(s) and financial objectives have a substantial significant impact on all 

dimensions of management control system choices. Breadth of motives has an effect 

on focus, extent and formal mechanisms of control. Parent partner’s international 

experience and involvement in other international joint ventures only have an effect 

on focus of control. Finally no significant effect was found for the exogenous 

construct interpartner working relationship.

With regard to the factors of bargaining power, we found that the relative 

contribution of critical resources has a significant effect on parent partners’ choices on 

all dimensions of management control systems. The effect of the other two-context 

based factors was limited to some dimensions of management control systems and not 

as significant.
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The results appear to suggest bargaining power and motives are the main 

determinants of parent partner’s management control system choices, international 

experience may have a limited impact and the state of interpartner working 

relationship may not have any effect.

Some of these results provide confirmation of prior findings and suggestions 

of the extant literature, particularly with regard to bargaining power and parent 

partner’s motives. Theory development in these areas is still developing and our 

results may add value to the current state of research.

The limited effect of parent partner’s international experience is contrary to 

indications and suggestions of the extant literature that the effects may be wider and 

on more dimensions of management control systems. Similarly, and possibly more 

interestingly, the results that the interpartner working relationship exogenous 

construct does not influence parent partner management control system choices are 

contrary to prior findings.

Caution should be exercised in interpreting these results. As noted earlier, 

limitations of our research, in particular with regard to defining and collecting 

relevant data on issues as complex as trust, may influence the results. Future research 

may overcome these limitations by refining definitions and adopting alternative data 

collection methods.

A final note on the conceptualisation of management control systems. The 

multidimensional concept introduced by Geringer and Herbert (1989) appears to have 

worked well in this study. Relevant indicators correlated highly in measuring the 

constructs and the classification of mechanisms of control confirms prior findings and 

suggestions of the extant literature. Obviously, definitions and measurements can 

always be improved by further refining and confirming issues and relationships. 

Future research may significantly contribute in this regard.

6.3 Impacts on Performance
The second broad area investigated in this study is the effect of management 

control system choices, parent partner’s involvement in other international joint 

ventures, parent partners experience in international business and the state of 

mterpartner working relationship on performance. In the theoretical framework model
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it was suggested that parent partner’s management control system choices aimed at 

monitoring the operations of international joint ventures, parent partners international 

experience, their involvement in other international joint ventures and the state of 

interpartner relationship, may impact on performance outcomes of their international 

joint ventures. We now review and discuss the results of our investigation for each of 

these factors.

As explained in the previous chapter, factor analysis of performance 

measurements included in the survey questionnaire suggested that this construct is 

multidimensional. Three different dimensions were identified: learning performance, 

product/customer performance and financial performance. We then estimated a 

second-order factor to measure overall performance and tested the impact of 

exogenous constructs on this endogenous construct, as well as on the constructs 

measuring each of the three dimensions of performance. Relevant statistics are 

reported in Table 5.16. Of note is the significant R-square value for the learning 

performance endogenous construct of 0.515. The R-square values for the other two 

endogenous constructs are lower but satisfactory.

Review and discussion in this section will therefore refer to path estimates on 

each of the four endogenous constructs.

6.3.1 Interpartner Working Relationship
The literature suggests that the state of interpartner working relationship may 

influence parent partner’s management control system choices and the performance of 

international joint ventures (Yan and Gray, 1994; Boersma et al., 2003; Pearce, 2001; 

Fryxell et al., 2002). In particular, Yan and Gray (1994) indicate that performance 

may be influenced by the level of trust in other partner(s) and by the expectation (or 

realisation) of conflict and disagreement amongst partners. Aulakh et al. (1996) also 

found evidence of interpartner working relationship affecting the performance of 

cross-border partnerships. One would logically expect that a more relaxed relationship 

amongst partners may lead to better decision-making and therefore more efficient and 

effective operations. Thus we formulated the following proposition:

P2 Parent partner’s perception of positive interpartner working relationship is

related to perceived higher performance of international joint ventures.
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The results in this study provide strong significant support to this proposition, 

confirming, therefore, prior findings reported in the literature (Boersma et al., 2003; 

Pearce, 2001; Fryxell et al., 2002). Perception of positive interpartner working 

relationship has a significant impact on overall performance as well as each of its 

three dimensions, learning, product/customer and financial performance. Of note also 

is that the size of the effect of the interpartner working relationship exogenous 

construct on each of the performance endogenous constructs is substantially higher 

than the effect produced by all other exogenous constructs.

As shown in Table 5.12 and Table 5.16, the impact is quite substantial and 

highly statistically significant. The size of the path coefficients ranges from 0.398 for 

the effect on financial performance to 0.711 on learning performance. The values of 

the path coefficients on the remaining endogenous constructs are 0.614 on overall 

performance and 0.510 on product/customer performance. Proposition P2, therefore, 

is confirmed both in terms of significance and expected sign of the relationship; that 

is, more positive levels of interpartner working relationship are associated with better 

performance outcomes of international joint ventures. Interesting to note is that the 

strongest impact on the three dimensions of performance are (in order of size) 

learning, products/customer and financial performance. The results, therefore, may 

suggest that the state of interpartner relationship, though substantial and significant on 

all measures of performance, may have more effect on assessment of objectives other 

than financial ones.

The extant literature on performance of international joint ventures has 

associated positive interpartner working relationship with more positive perception of 

performance (for example, Boersma et al., 2003; Pearce, 2001; Contractor and 

Lorange, 1988; Kanter, 1994; Parkhe, 1993b). Empirical evidence also confirms this 

association (for example, Fryxell et al., 2002; Maitland et al., 1999; Pearce, 2001). 

Our results strongly support such prior findings and suggestions.

6.3.2 International Experience
The extant literature suggests that international experience of parent partners 

may impact on the performance of their international joint ventures (Maitland et al., 

1999; Child and Yan, 2003). Parent partners’ previous relevant learning and more 

international joint venture related knowledge are expected to benefit the management
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and performance of new international joint ventures (Barkema et al., 1997; Inkpen, 

1995; Lyles, 1988). We investigated whether parent partner’s experience in 

international business and more extensive involvement in international joint ventures 

may impact on the performance of their international joint ventures and formulated 

the following propositions:

P8 Parent partner’s experience in international business operations is related to 

perceived positive performance of their current international joint ventures.

P9 Parent partner’s involvement in other international joint ventures is related to 

perceived positive performance of their current international joint ventures.

The results shown in Table 5.12 and Table 5.16 indicate support to proposition 

P9 and no support to proposition P8.

Proposition P9 suggested parent partners involvement in other international 

joint ventures would impact on the performance of international joint ventures. The 

results in Table 5.12 and Table 5.16 support a significant relationship for this 

exogenous construct as a predictor of performance outcomes on both the endogenous 

constructs measuring overall performance and each of the three dimensions of 

performance. The construct direct effect on the performance endogenous construct is 

0.207. As shown in Table 5.13, indirect effect of-0.014 reduces the total effect to 

0.193; still a substantial and significant result. The highest size effect on individual 

dimensions of perfonnance is for the financial performance endogenous construct 

(0.200), then is the effect on product/customer performance (0.173) and finally the 

effect on learning perfonnance (0.113). The statistical significance on the dimensions 

of product/customer and learning performance is assessed on the basis of 1-tailed 

significance level critical values. The signs of the path coefficients are positive in all 

cases suggesting that parent partners more extensive involvement in international joint 

ventures are likely to achieve more positive results in their new international joint 

ventures. The results thus confirm proposition P9 both in terms of significance and 

direction of the relationship.

In proposition P8 we suggested that parent partner’s international experience 

would be related to the performance of their international joint ventures. The results in 

Table 5.12 and Table 5.16 indicate no substantial significant support for this 

proposition The size of the direct effect on the comprehensive performance
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endogenous construct is -0.094, increased by a positive indirect effect of 0.008 to a 

total effect of-0.086 (Table 5.13). With regard to individual dimensions, the biggest 

significant size effect is made on financial performance, the size is -0.140 and 

significant on the basis of 1-tailed critical values. The effect on product/customer 

performance is -0.108 and on learning performance is 0.027. Weak to moderate 

effects but both not statistically significant. To note the negative signs of the 

estimated path coefficients on all dimensions of performance, suggesting a negative 

relationship between international experience and international joint ventures 

performance. However, except for the effect on financial performance, path 

coefficient estimates are not statistically significant. The results therefore provide 

limited support to proposition P8.

The extant literature reports results of a positive association between 

international experience and performance. These include, higher levels of 

performance of international joint ventures whose parent partners had more extensive 

experience in international operations (Maitland et al., 1999); positive association of 

parent partners international business experience with international joint ventures 

economic system performance (Child and Yan, 2003) and prior involvement in 

international joint ventures increasing the parent company ability to predict 

performance (Johnson et al., 2001). The suggestion of these findings is that prior 

learning and experience helps in developing realistic expectations and avoids making 

gross mistakes (Child and Yan, 2003).

Our results provide strong support for the effect of parent partners’ 

involvement in other international joint ventures. The relevant construct was 

measured on objective data: the number of international joint ventures the respondent 

companies had been involved over the last ten years. These results, therefore, add 

value to current research by confirming a significant positive relationship with 

perfonnance. More testing and confirmatory evidence would be useful to increase our 

understanding of whether parent partner’s more extensive involvement in 

international joint ventures is a significant predictor of perfonnance outcomes.

With regard to the international experience construct, the results provide very 

limited support to proposition P8. Interestingly, the signs of the path coefficients 

(though not statistically significant in three cases out of four) are in the opposite
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direction of the expected effect. These results appear to contradict prior findings and 

suggestions of the extant literature. Caution should be exercised in interpreting these 

results. We must consider the appropriateness and completeness of the information we 

used to measure the relevant construct. As noted in the previous section, although we 

replicated questions used in prior studies, only two perceptual items were included in 

the survey questionnaire to collect information of parent partner’s international 

experience. Possibly the construct can be better measured by a more comprehensive 

set of factors including objective measures and different data collection methodology. 

Also, as noted by Child and Yan (2003), organizational learning theory suggests that 

previous relevant learning eases the acquisition and application of new related 

knowledge and therefore forms the basis of relevant experience. Linking parent 

partner’s international experience to learning may also add value to future research in 

this area.

6.3.3 Management Control Systems and Performance
Most of the initial research on the link between parent partners’ control of 

international joint ventures and performance was based on a conceptualisation of 

control as equity interest and defined as dominant, shared or minority (Killing, 1982, 

1983). More recent research has indicated that control of international joint ventures is 

a very complex issue and multidimensional. The earlier conceptualisation of a single 

dimension, therefore, may not be appropriate.

Control of international joint ventures can be clearly distinguished from 

domestic operations or fully owned subsidiaries (Anderson, 1990; Mjoen and 

Tallman, 1997) and requires special attention. Provision of resources, interpartner 

working relationship, international experience and the reasons to form the joint 

venture also play a relevant part in shaping control and may, in turn, impact on 

performance (Yan and Gray, 1994). Also, control is not limited to legal interest, but 

extends to the operations of the international joint venture and thus to the interaction 

between legal and operational issues; in other words, to the interaction of contractual 

obligations and management control systems.

Geringer and Herbert (1989) provide a very useful model to aid in 

conceptualising the complex control dynamic of international joint ventures. They 

suggest that understanding of parent control in international joint ventures should
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consider three dimensions: focus, extent and mechanisms of control. This 

conceptualisation either in its entirety or with regard to individual dimensions, has 

been widely used by scholars and researchers on international joint ventures (for e.g. 

see Yan and Gray, 1994; Groot and Merchant, 2000; Chalos and O’Connor, 2004). In 

this study we used Geringer and Herbert’s (1989) dimensions of control (focus, extent 

and mechanisms of control) to measure management control system choices of parent 

partners. In line with findings and suggestions of the literature, we used two 

constructs to measures mechanisms of control: formal/bureaucratic and

social/promotive mechanisms of control (Fryxell et al., 2002).

As noted in chapter two and chapter three, the extant research has not placed 

significant attention on the effects of each of these dimensions of control on 

performance. In this study we investigated the effect of parent partners’ management 

control system choices on performance outcomes of their international joint ventures 

for each of the dimensions of control suggested by Geringer and Herbert (1989), 

including the two different groups of mechanisms of control. We formulated the 

following propositions:

P10 Parent partners' choices to seek narrower control focus are related to 

perceived positive perfonnance of their international joint ventures.

PI 1 Parent partners ’ choices to seek tighter control extent are related to perceived 

positive performance of their international joint ventures.

PI2 Parent partners’ choices to seek more formal/bureaucratic mechanisms of 

control are related to perceived positive performance of their international 

joint ventures.

PI 3 Parent partners' choices to seek less informal/social mechanisms of control 

are related to perceived positive performance of their international joint 

ventures.

We now review and discuss the results of the PLS path estimates for each of 

the dimensions of control and we then conclude with a discussion on the overall effect 

of management control system choices on performance.
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6.3.3.1 Focus of Control
Focus of control refers to the operational areas of international joint ventures 

parent partners wish to control (Geringer and Herbert, 1989). Broader control focus 

means parent partners wishing to control a wider range of international joint ventures 

operations, while narrower control focus indicates concentration of control on less 

specific activities.

Table 5.12 and Table 5.16 show that the focus of control construct has a 

substantial significant negative effect on the performance endogenous construct. The 

size of the path coefficient is -0.205. As for the effect on individual dimensions of 

performance, Table 5.16 reports that the effect on financial performance is more 

substantial and significant (-0.348); similar in size to overall performance and also 

statistically significant is the effect on product/customer performance (-0.189) and 

weak and not statistically significant the effect on learning performance (-0.030). The 

significance level on the product/customer performance dimension was assessed on 

the basis of 1-tailed significance table critical values. These results support 

proposition P10 both in terms of direction and significance.

In line with the proposition, the results indicate that broader control focus (by 

the Australian partner, that is the foreign partner to the international joint venture) is 

negatively associated with perfonnance. In other words international joint ventures 

would perform better if the foreign partner selects a narrower set of the international 

joint ventures operations to control. Possibly these should refer to areas where parent 

partners make significant contribution of critical resources or where they have 

superior knowledge and/or expertise. More research in this area is required to further 

confirm the relationships. These results add value to current research by confirming a 

significant effect of narrower focus of control on performance.

6.3.3.2 Extent of Control
Extent of control refers to the extent to which parent partners wish to control 

selected areas of the international joint ventures operations (Geringer and Herbert,

1989). Extent of control could be conceptualised as a continuous variable; dominant, 

shared or minority levels of control over specific activities. Tighter control would 

indicate dominant control by the Australian parent partner, less tight would indicate a 

greater role played by the local partner. Proposition PI 1 suggests that parent partner’s
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choices to seek tighter controls over selected areas of their international joint ventures 

are related to perceived positive perfonnance outcomes.

Table 5.12 and Table 5.16 show that the extent of control construct makes a 

moderate significant (based on 1-tailed tables for statistical significance critical 

values) positive effect on the overall performance endogenous construct. The size of 

the path coefficient is 0.184. Table 5.16 reports that the extent of control construct 

makes a substantial significant effect on financial performance endogenous construct. 

The size of the effect is 0.307. The effect on the other individual dimensions of 

performance is weaker and not statistically significant: 0.111 on product/customer 

performance and 0.047 on learning performance. These results provide substantial 

support for proposition PI 1.

In line with the proposition, the positive sign of the relationships indicates that 

tighter extent of control over the international joint venture by the Australian partner 

(that is the foreign partner) is positively associated with performance. This would 

indicate that international joint ventures perform better when the foreign partner 

exercises tighter controls over selected operational areas. The effect is most 

significant on the international joint ventures financial performance outcomes.

The results, however, do not provide indications as to what areas of operations 

are more critical to the significance of this relationship. Also, the effect could be 

determined by the interaction between extent of control and focus of control; that is 

whether tighter controls are exercised over all or only part of the international joint 

ventures areas of operations selected by the foreign partners as part of focus of control 

choices. These are only two of the issues (and limitations) that should be taken into 

account when evaluating the results of this study. Future research may address these 

issues by investigating, for example, whether the areas of operations of international 

joint ventures more tightly controlled are those where parent partners have made more 

significant contribution of critical resources or have superior knowledge and/or 

expertise; and whether extent of control over individual areas of operations is linked 

to parent partner’s choices on focus of control.

6.3.3.3 Mechanisms of Control
Mechanisms of control are tools available to parent partners and international 

joint ventures management to exercise control. The extant literature provides limited
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evidence on the impact of various mechanisms of control chosen by parent partners on 

their international joint ventures performance. Fryxell et al. (2002) is one of the few 

studies on potential relationships between mechanisms of control and perception of 

performance. On the contrary, many different classifications and definitions of 

mechanisms of controls have been suggested by the extant literature (Yan and Gray, 

1994; Lubatkin et al., 1998; Bartlett, 1986; Groot and Merchant, 2000; Chalos and 

O’Connor, 2004; Makhija and Ganesh, 1997; Fryxell et al., 2002). In this study we 

concluded that most classifications and definitions exhibit significant similarities and 

complement each other and we adapted the classification of broad categories of 

control suggested by Fryxell et al. (2002) to define two constructs: 

formal/bureaucratic mechanisms of control and social/promotive mechanisms of 

control. Proposition PI2 and Proposition 13 suggests that parent partner’s choices to 

seek more formal/bureaucratic mechanisms of control and less informal/social 

mechanisms of control is related to perceived positive performance outcomes of their 

international joint ventures.

The results of the path estimates in Table 5.12 and Table 5.16 show that 

formal control mechanisms had a significant effect on all dimension of performance 

while no significant effect is reported for social mechanisms of control.

The most substantial significant effect of the formal control mechanisms 

construct is on the overall performance and financial performance endogenous 

constructs. The size of the path coefficient on both constructs is 0.244. As reported in 

Table 5.16, the formal controls construct makes a substantial significant effect on 

learning perfonnance. The size of the effect is 0.241. The effect on the other 

dimension of perfonnance (product customer/performance) is more moderate (0.190). 

The signs of the path coefficient estimates are positive in all cases. They, therefore, 

indicate that the use of more formal/bureaucratic control mechanisms by the 

Australian partner (that is the foreign partner) is positively associated with 

performance. The results provide a substantial support to proposition PI2.

Table 5.12 and Table 5.16 show that the construct for social controls does not 

have significant effects on any of the performance endogenous constructs. The size of 

the path coefficients is moderately low in all cases. The strongest effect is on the 

learning performance endogenous construct (-0.120), followed by the effect on
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product/customer performance (-0.103), the effect on overall performance (-0.096) 

and the effect on financial performance (-0.095). As expected, the sign of the path 

coefficients (though not statistically significant) is negative suggesting that the more 

extensive use of social/promotive mechanisms of control by the Australian partner 

(that is the foreign partner) is negatively associated with the perception of their 

international joint ventures performance. While these results provide opportunity for 

further evaluation and suggestions for future research, they do not provide support for 

proposition PI2.

Overall, the results reported in Table 5.12 and Table 5.16, provide mixed 

support to the effects mechanisms of control on performance outcomes. As expected, 

formal/bureaucratic control mechanisms appear to produce a significant positive 

effect on perceptions of performance of international joint ventures, while no 

significant effect is reported for the use of social/promotive mechanisms of control. 

Fryxell et al. (2002) found strong relationships between formal control and perception 

of performance in younger international joint ventures and between social informal 

control and performance in more mature international joint ventures. We did not 

investigate the use of various types of mechanisms of control at different stages of the 

life cycle of international joint ventures. We suggest that this would be an interesting 

topic to explore further in future research. Also, we suggest that data on mechanisms 

of control used by parent partners of international joint ventures to monitor their 

operations could be more accurately collected by referring to specific control 

mechanisms rather than broad categories. As indicated in the extant literature, the list 

is very extensive and more exploratory research may be required before proceeding 

with confirmatory methodology.

6.3.3.4 General Comments
The effect of parent partner’s management control system choices on 

perfonnance has not been widely explored by extant research. In this study we make a 

substantial contribution by exploring such relationships and confirming limited prior 

findings.

In general, the results suggest that parent partner’s management control system 

choices have an effect on performance outcomes of their international joint ventures. 

The results confirm the relevance of the three-dimension conceptualisation of
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management control system suggested by Geringer and Herbert (1989) (focus of 

control, extent of control and mechanisms of control). The results also indicate that 

each of the three dimensions has significant substantial effects on international joint 

ventures perfonnance. Obviously, the effects are not consistent for each dimension 

and their relative sizes and significance levels are also different.

The strongest effect on international joint ventures performance outcomes is 

produced by formal mechanisms of control. The direction of the effect is positive 

confirming the proposition that the use of formal/bureaucratic controls is associated 

with more positive performance of international joint ventures. Of interest are the 

results for the effect of social controls. No significant relationships are reported, but 

the signs of the path coefficients are negative. As suggested earlier, better data 

collection methods may be needed to fully explore and further confirm the impact of 

mechanisms of control on international joint ventures performance outcomes.

Significant effects are suggested by our results for focus of control. In this 

case substantial significant negative relationships were confirmed, in particular on 

financial perfonnance outcomes. The results suggest that foreign partners’ choice to 

seek broader control focus may be associated with lower performance of their 

international joint ventures. Future research may address these suggestions by further 

exploring and confirming the relationships and, in particular, investigating the effect 

of specific areas of the operations of international joint ventures parent partners wish 

to control and a possible link with factors such as contribution of critical resources 

and parent partner superior knowledge and/or expertise.

Substantial significant relationships are also reported for the effect of parent 

partner’s choices on extent of control on performance, particularly on financial 

performance outcomes. The results show that the sign of the relationship is positive 

and, therefore, indicates that international joint ventures where foreign partners 

exercise tighter controls are more likely to achieve more positive performance. 

Obviously this suggestion should be considered with caution. Our study does not 

identify areas of operations which may be more critical for the significance of this 

relationship and it does not explore whether focus and extent of controls are related 

and may interact with each other. Again these issues could be investigated by future 

research.
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In general, these results confirm limited prior findings and suggestions of the 

extant literature. For example, the results for extent of control confirm (with caution) 

the findings that foreign partners more extensive control may have a beneficial impact 

on international joint ventures performance (Pangarkar and Klein, 2004; Mjoen and 

Tallman, 1997) and the results for mechanisms of control also provide further 

evidence of their effect on performance (Fryxell et al., 2002). The state of research, 

however, is still limited and more exploratory and confirmatory work is required to 

contribute to a better understanding of factors that may have an impact on 

international joint ventures performance.

6.3.4 Summary
The results discussed in this section provide very useful insights on the impact 

of parent partner’s management control system choices, their international experience 

and the state of interpartner working relationship on performance outcomes of their 

international joint ventures. Except for parent partner’s international experience and 

choices on social/promotive mechanisms of control, all other constructs have 

significant (and sometimes substantial) effects on various dimensions of international 

joint ventures performance.

The state of interpartner relationship has the strongest positive impact on 

performance outcomes. This is followed by the use of formal/bureaucratic controls, 

parent partners’ involvement in other international joint ventures, focus and extent of 

control. The results, therefore, suggest that these characteristics and choices of 

Australian parent partners of international joint ventures operating abroad impact 

positively on their performance outcomes, except for focus of control. The sign of the 

substantial significant effect in this case is negative, suggesting that more positive 

performance is associated with parent partners choosing to exercise control over a 

narrower set of activities.

The effects on each of the dimensions of performance are similar though 

differences in size and significance are noted.

Only three factors make a significant positive effect on learning performance. 

In order of size they are: interpartner working relationship, formal/bureaucratic 

controls and parent partners’ involvement in other international joint ventures.
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The results show similar significant positive effects on the product/customer 

performance dimension. In order of size they are: interpartner working relationship, 

formal controls and parent partners’ involvement in other international joint ventures. 

A negative significant effect is also reported for focus of control.

Finally, significant positive effects on the financial performance dimension are 

(in order of size): interpartner working relationship, extent of control, formal controls 

and parent partners’ involvement in other international joint ventures. Focus of 

control has a negative significant effect.

As noted earlier, the extant literature provides limited evidence on the effect of 

parent partner’s management control system choices on performance. More research 

is available on issues related to the effect of international experience and interpartner 

working relationship. The results of this study may contribute to a better 

understanding of these relationships and associated issues. More research in this area 

is certainly needed. Our results, though significant, are certainly not conclusive.

6.4 The Theoretical Framework Model
The theoretical framework model tested in this study includes a complex set of 

variables and relationships of antecedents of control, control choices and performance 

outcomes. In general the results indicate that the relations proposed in the model were 

reasonable and substantial. We now discuss the results in terms of outer and inner 

relationships.

The outer model refers to the measurement of constructs. The main difficulty 

in this study was the lack of well identified variables and constructs. Drawing from 

the extant literature reviewed in chapter two, we identified variables that could be 

reasonably expected to measure relevant constructs (see chapter four). By using 

exploratory analysis we refined initially selected items and relevant measurements by 

identifying (and excluding) variables that would not reliably measure the relevant 

relations, and identified multidimensional measurements.

The results of PLS construct (outer) measurements reported in Table 5.9 and 

Table 5.10 confirmed that the requirements of selected individual indicators 

reliability, constructs composite reliability and discriminant validity, of all variables 

used in the model, were fully satisfied and, therefore, confirmed the validity of the
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relations of each construct and its relevant indicators. This allows us to conclude that 

the constructs were reliably measured and, therefore, confirm the validity of the 

theoretical framework model measurements.

Given the lack of well tested measurements in the extant literature, the results 

of this study may contribute to a better understanding of variables and their respective 

measurement. The items selected to measure the variables in this study may be useful 

to aid researchers to better define and refine measurements of antecedents of control, 

management control system choices and performance outcomes of international joint 

ventures.

The inner relationships of the theoretical framework model were also 

substantially confirmed by the relevant statistical analysis. As noted in previous 

chapters, the extant literature fails to provide significant evidence (or lack thereof) of 

relationships between antecedents of control, management control system choices and 

their impact on performance outcomes. The theoretical framework model proposes 

such relationships and investigated its validity. The results shown in Table 5.12 and 

Figure 5.1 indicate that all exogenous constructs have some significant effects on 

management control choices and/or performance outcomes.

With regard to management control system choices, the bargaining power and 

financial objectives exogenous constructs have a significant and substantial effect on 

all control endogenous constructs. The international experience and involvement in 

IJVs, instead, have a significant effect on focus of control endogenous construct while 

the interpartner working relationship has no effect on control constructs.

With regard to performance outcomes endogenous construct, the most 

significant and substantial effect is made by the interpartner working relationship 

exogenous construct. Significant effects are also made by four other exogenous 

constructs; the involvement in other IJVs and three of the four controls constructs 

(focus, extent and formal controls). Two exogenous constructs, international 

experience and social controls, do not have a significant effect.

These results, therefore, confirm the validity of the model and its predictive 

ability in as far as the significance of relationships and relevant effects.
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The size of the effect, and therefore the predictive ability of the model, is 

measured by R-square values and communality and redundancy indices calculated by 

following blindfold procedures in PLS. As shown in Table 5.12 and Figure 5.1, the 

values of R-square are quite solid and substantial for all control constructs and the 

performance construct confirming, therefore, the validity of the model. Furthermore, 

as shown in Table 5.15, all communality indices and most redundancy indices were 

positive, confirming that the model has a good predictive ability. Of note is the result 

for the R-square value of the performance construct. The value of the effect size /2 in 

Table 5.14 suggests that a large proportion of the change in performance is caused by 

interpartner working relationships and a large proportion of change in management 

control system choices is caused by bargaining power and the motives driving 

companies to enter into international joint ventures. These are important indications to 

both practice and researchers. Future research may further explore these issues.

In summary, this study contributes to the extant literature by proposing a 

model explaining the relationships and interaction of antecedents of controls, 

management control system choices and performance, and confirming the validity of 

its predictive ability. Two types of contribution can be noted. First, the results of this 

study confirm the impact of some factors (antecedents of control) on management 

control system choices and the impact of these choices together with some of the 

antecedent factors on perfonnance. Building on the findings of this study, future 

research may further explore the impact of each variable and their combined effects 

by further refining relevant measurements and improving the predictive ability of the 

model. Second, the results indicate that some factors appear to cause a higher 

proportion of change on management control system choices and performance than 

others. While practice may benefit from these indications, researchers should 

critically evaluate them with a view to further confirming their correctness.

6.5 Size of Parent Partners
The PLS model estimates presented in the final section of chapter five report 

the results of a test to investigate whether management control system choices and 

impact on performance outcomes of international joint ventures could be explained by 

the size of parent partner companies. The full sample was split into two equal groups
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on the median number of employees of parent partner companies reported in Table 

4.6. We now discuss the results of the test reported in section 5.5.4.

The first consideration relates to the size of the R-square values of endogenous 

constructs shown in Table 5.20. Targer R-square values of the PLS model estimate are 

reported for the larger companies sample. As the R-square values measure the 

proportion in the variance of the endogenous construct explained by the exogenous 

constructs, the results indicate that larger size company may have a larger effect on 

management control system choices and performance of their international joint 

ventures. This would be consistent with the fact that larger companies have more 

resources available to contribute to their international joint ventures and, therefore, 

may exercise more influence both in terms of management control and performance.

More specific (and possibly more relevant) indications can be gathered by 

examining differences in the effect of individual constructs in the model for each of 

the two samples. The results are shown in Table 5.21, where path estimates and 

statistical significance levels can be compared for the three groups: the full sample, 

the larger parent companies sample and the smaller parent companies sample. Major 

differences in size of the path coefficients and statistical significance for the larger 

and smaller group samples are noted for the effect of the following exogenous 

constructs: international experience, bargaining power, involvement in IJVs, financial 

objectives and each of the three dimensions of the management control systems.

More specifically, consistently with the effect on the full sample, international 

experience makes a substantial significant negative effect on focus of control for the 

smaller companies. The effect for the larger companies is not significant. These 

results may indicate that smaller parent companies may not have the resources (and 

ability) to control a wider range of their international joint ventures activities and, 

therefore, concentrate control (and limited resources) to a narrower range of 

operations. Future research may address this specific issue.

With regard to bargaining power, the size of the effect on parent partner’s 

choices on formal/bureaucratic controls is substantially greater for the larger 

companies than for the sample of smaller parent companies. Again the difference may 

be explained in terms of resources. Larger companies may have both experience and 

resources that determine a higher level of bargaining power (relative to their partners)
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and thus the ability to use more formal controls. This may be due to the cost of 

controls. The cost associated with formal controls is generally higher than that for 

social informal controls (Merchant, 1998). Therefore, availability of resources also 

determines the ability of setting up and managing formal controls that smaller size 

parent partners may not be able to afford.

A note on the size of parent partners is worth attention. Size would contribute 

to higher bargaining power where one partner is relatively larger that the other 

partner(s). In this case the larger partner would have more resources and experience 

providing higher levels of bargaining power. This, however, may not be the case 

where the size of both partners is similar. Such differences in partner sizes may be 

worthy of consideration in future research.

The effect of involvement in international joint ventures construct on 

performance is significant for the larger companies sample only. Larger companies 

are more likely to have been involved in other international joint ventures than smaller 

size companies and to have more resources available to engage in activities away 

from their home country. As experience deriving from learning leads to better 

decision making, larger companies, therefore, may be better equipped to influence 

performance outcomes of their new international joint ventures. These factors may 

play a significant role in explaining the different results and may be used as potential 

topics for future research.

Table 5.21 reports that the financial objectives construct has no significant 

effect on focus of control and formal mechanisms of control choices of smaller size 

parent companies. This may suggest two considerations. The first relates to the fact 

that smaller companies may not be motivated by financial objectives as much as 

larger size companies are, thus the lower impact on management controls system 

choices. The second is similar to that explained earlier for the effects of bargaining 

power and international experience. Broader focus of control and more use of formal 

mechanisms may require significant resources that may not be available to smaller 

size parent partners of international joint ventures. Both issues can be further 

investigated by future research.

Differences in the effect of the dimensions of management control systems on 

performance between larger and smaller size parent companies may be partly
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explained by differences in the effect of management control system choices. The lack 

of significance of focus of control and formal mechanisms on performance for smaller 

size companies, for example, may be the result of smaller size companies choosing 

narrower control focus and lower use of formal mechanisms of control.

Finally, it is interesting to note the direction of the effect of extent of control 

on the perfonnance construct. It is positive and significant for the full sample, and 

substantial and significant for both the larger and smaller parent companies samples, 

but in the opposite direction to each other. The effect for larger size parent companies 

is negative and it indicates that dominant control by foreign partners on specific areas 

of operations of the international joint ventures is negatively correlated to 

performance outcomes. The direction of the effect for smaller parent companies 

sample is substantial, significant and, consistent with that of the full sample, positive. 

These are interesting results that certainly require further evaluation and investigation. 

They may be explained in terms of influence of foreign partners over the decision

making process of international joint ventures. Contrary to smaller size parent 

companies, larger companies are likely to seek tighter extent of control (due to higher 

bargaining power, as shown in Table 5.21, the effect of this exogenous construct on 

extent of control is very substantial and significant) which, in turn, impacts negatively 

on the international joint ventures performance outcomes. This is an issue worthy of 

further research.

No differences are reported in Table 5.21 for the effect of interpartner working 

relationship for the larger and smaller size companies.

In summary, the results of the test on whether the size of parent companies 

could explain management control system choices and impact on performance of 

international joint ventures indicate that although not substantial, some differences do 

exist and indeed provide the opportunity for further investigation and research.

In particular, the following suggestions for future research in this field arise 

from these results:

(i) Size of parent partners could be associated with availability of 

resources to control more relevant areas of the international joint 

ventures operations, to introduce, implement and maintain different 

types of controls.
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(ii) The relative size of each partner may contribute to the level of 

bargaining power relative to the other partner(s).

(iii) Larger companies are more likely to enter international joint ventures 

and therefore accumulate more relevant experience to better manage 

and more positively impact on performance outcomes of international 

joint ventures.

(iv) Motives and objectives of smaller parent companies to joint venture 

may not include financial objectives as significantly as larger size 

parent partners do.

(v) Contrary to larger size parent companies, lack of resources may lead 

smaller size companies to seek narrower focus of control, less tight 

control extent and more use of formal mechanisms.

(vi) High levels of tight control extent over the operations of international 

joint ventures sought by foreign partners, may negatively impact on 

performance outcomes of international joint ventures.

A word of caution before concluding, relates to the validity of the results 

discussed in this section due to smaller samples. While PLS-Graph tends to perform 

well with small sample size (Chin, 1998a, 198b, Haenlein and Kaplan, 2004; Chin et 

al., 1996), caution should in any event be exercised in interpreting relevant results.

6.6 Summary
In this chapter we have discussed the results of the PLS model reported in 

chapter five. We started by discussing the impact of determinants of control on 

management control system choices of parent partners of international joint ventures. 

In general all factors included in the theoretical model have a significant effect on 

management control system choices except for interpartner working relationship.

We then discussed the results on the impact on performance outcomes of 

international joint ventures. These detenninants included parent partner’s international 

experience, involvement in other international joint ventures, the state of interpartner 

working relationship and management control system choices. All variables, except 

parent partner’s international experience, have a significant effect on overall 

performance of international joint ventures as well as on each of its three dimensions:
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learning, product/customer and financial performance. Partner assessment of the state 

of interpartner working relationship has the most significant impact on performance.

We then discussed the results of additional tests of the theoretical model to 

investigate whether the size of parent companies could explain management control 

system choices and/or the impact on performance. Although we found some 

differences between smaller and larger samples of parent partners, the overall validity 

of the model for all companies in the sample was substantially confirmed. The 

additional tests provided the opportunity of identifying significant issues for future 

research.

Limitations of the theoretical model, the study and its methodology were also 

discussed where relevant. Finally throughout the chapter we have made suggestions 

for future research aimed at exploring and/or confirming the relationships investigated 

in this study and other related issues concerning parent partners’ management control 

system choices and factors that could potentially have an effect on performance 

outcomes of their international joint ventures.

Findings of this study are summarised in Table 6.1 and Table 6.2. The findings 

for the effect on each of the endogenous constructs of the theoretical model are 

summarized in Table 6.1. The same results, organised by exogenous constructs (and 

therefore by propositions) are summarized in Table 6.2.
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_______Table 6.1 - Summary of Testing Results on Endogenous Constructs

Endogenous Construct Proposition Expected Results
Exogenous Constructs Relationship

Focus of Control
Interpartner Working Relationship
Breadth of Motives
Financial Objectives
Bargaining Power
Alternatives
Stakes
Resources
International Experience 
Involvement in IJVs
Extent of Control
Interpartner Working Relationship
Breadth of Motives
Financial Objectives
Bargaining Power
Alternatives
Stakes
Resources
International Experience 
Involvement in IJVs
Formal Controls
Interpartner Working Relationship
Breadth of Motives
Financial Objectives
Bargaining Power
Alternatives
Stakes
Resources
International Experience 
Involvement in IJVs
Social Controls
Interpartner Working Relationship
Breadth of Motives
Financial Objectives
Bargaining Power
Alternatives
Stakes
Resources
International Experience 
Involvement in IJVs

PI ns (+)
P3 Positive Positive
P4 Positive Positive
P5 Positive Positive

P14 Positive ns (-)
P15 Positive ns (-)
P16 Positive Positive
P6 Positive Negative
P7 Positive Positive

PI Negative ns (+)
P3 Negative Positive
P4 Positive Positive
P5 Positive Positive

P14 Positive Negative
P15 Positive ns (-)
P16 Positive Positive
P6 ns (-)
P7 ns (+)

PI Negative ns (-)
P3 Positive
P4 Positive Positive
P5 Positive Positive

P14 Positive Positive
P15 Positive Negative
P16 Positive Positive
P6 ns (-)
P7 ns (-)

PI Positive ns (-)
P3 Positive ns (+)
P4 Positive Positive
P5 Positive Positive
P14 Positive ns (+)
P15 Positive ns (-)
P16 Positive Positive
P6 Positive ns (+)
P7 Positive ns (-)
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Table 6.1 - Summary of Testing Results on Endogenous Constructs (continued)

Endogenous Construct Proposition Expected Results
Exogenous Constructs Relationship

Performance
Interpartner Working Relationship P2 Positive Positive
International Experience P8 Positive ns (-)
Involvement in IJVs P9 Positive Positive
Focus of Control P10 Negative Negative
Extent of Control Pll Positive Positive
Formal Controls P12 Positive Positive
Social Controls P13 Negative ns (-)
Learning Performance
Interpartner Working Relationship P2 Positive
International Experience P8 ns (-)
Involvement in IJVs P9 Positive
Focus of Control P10 ns (-)
Extent of Control Pll ns (+)
Formal Controls P12 Positive
Social Controls P13 ns (-)
Product/Customer Performance
Interpartner Working Relationship P2 Positive
International Experience P8 ns (-)
Involvement in IJVs P9 Positive
Focus of Control P10 Negative
Extent of Control Pll ns (+)
Formal Controls P12 Positive
Social Controls P13 ns (-)
Financial Performance
Interpartner Working Relationship P2 Positive
International Experience P8 Negative
Involvement in IJVs P9 Positive
Focus of Control P10 Negative
Extent of Control Pll Positive
Formal Controls P12 Positive
Social Controls P13 ns (-)
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Table 6.2 - Summary of Testing Results by Exogenous Constructs

Exogenous Construct
Endogenous Constructs

Proposition Expected
Relationship

Results

Effect of Interpartner Working Relationship on:
Focus of Control PI ns (+)
Extent of Control PI Negative ns (+)
Formal Controls PI Negative ns (-)
Social Controls PI Positive ns (-)
Performance P2 Positive Positive
Learning Performance P2 Positive
Product/Customer Performance P2 Positive
Financial Performance P2 Positive
Effect of Breadth of Motives on:
Focus of Control P3 Positive Positive
Extent of Control P3 Negative Positive
Formal Controls P3 Positive
Social Controls P3 Positive ns (+)
Effect of Financial Objectives on:
Focus of Control P4 Positive Positive
Extent of Control P4 Positive Positive
Formal Controls P4 Positive Positive
Social Controls P4 Positive Positive
Effect of Bargaining Power on:
Focus of Control P5 Positive Positive
Extent of Control P5 Positive Positive
Formal Controls P5 Positive Positive
Social Controls P5 Positive Positive
Effect of Alternatives on:
Focus of Control P14 Positive ns (-)
Extent of Control P14 Positive Negative
Formal Controls P14 Positive Positive
Social Controls P14 Positive ns (+)
Effect of Stakes on:
Focus of Control P15 Positive ns (-)
Extent of Control P15 Positive ns (-)
Fonnal Controls P15 Positive Negative
Social Controls P15 Positive ns (-)
Effect of Resources on
Focus of Control P16 Positive Positive
Extent of Control P16 Positive Positive
Formal Controls P16 Positive Positive
Social Controls PI 6 Positive Positive

266



Table 6.2 - Summary of Testing Results by Exogenous Constructs (continued)

Exogenous Construct Proposition Expected Results
Endogenous Constructs Relationship

Effect oflnternational Experience on:
Focus of Control 
Extent of Control 
Formal Controls 
Social Controls 
Performance 
Learning Performance 
Product/Customer Performance 
Financial Performance
Effect of Involvement in IJVs on:
Focus of Control 
Extent of Control 
Formal Controls 
Social Controls 
Performance 
Learning Performance 
Product/Customer Performance 
Financial Performance
Effect of Focus of Control on:
Performance 
Learning Performance 
Product/Customer Performance 
Financial Performance
Effect of Extent of Control on:
Performance 
Learning Performance 
Product/Customer Performance 
Financial Performance
Effect of Formal Controls on:
Performance 
Learning Performance 
Product/Customer Performance 
Financial Performance
Effect of Social Controls on:
Performance 
Learning Performance 
Product/Customer Performance 
Financial Performance

P6 Positive Negative
P6 ns(-)
P6 ns (-)
P6 Positive ns (+)
P8 Positive ns(-)
P8 ns (-)
P8 ns(-)
P8 Negative

P7 Positive Positive
P7 ns (+)
P7 ns(-)
P7 Positive ns (-)
P9 Positive Positive
P9 Positive
P9 Positive
P9 Positive

P10 Negative Negative
P10 ns (-)
P10 Negative
P10 Negative

Pll Positive Positive
Pll ns (+)
Pll ns (+)
Pll Positive

P12 Positive Positive
P12 Positive
P12 Positive
P12 Positive

P13 Negative ns (-)
P13 ns (-)
P13 ns (-)
P13 ns (-)
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7 Conclusion

7.1 Introduction
This chapter summarises the research aims of the study and the findings 

against them. This includes a consideration of the methodological and theoretical 

contributions of the study to extant research in the areas of international joint 

ventures, management control systems and management accounting in general. We 

then review and indicate the implications of the study for management of companies 

and practitioners involved in international joint ventures. In the following section we 

review and evaluate limitations of the study and suggest opportunities for future 

research on determinants of international joint ventures’ parent partners’ management 

control system choices and their impact on the performance of international joint 

ventures. The final section concludes the thesis.

7.2 Summary of Aims and Findings
The basic research questions of this study involved two major broad concepts:

(i) The effect of antecedents of control (interpartner working relationship, 

motives determining parent partners to form international joint 

ventures, bargaining power, parent partner’s international experience 

and involvement in other international joint ventures) on parent 

partner’s choices on focus, extent and mechanisms of control, making 

up management control systems aimed at monitoring the operations of 

international joint ventures; and

(ii) The impact of interpartner working relationship, parent partner’s 

international experience, their involvement in other international joint 

ventures and choices on dimensions of management control systems 

(focus, extent and mechanisms of control) on international joint 

ventures’ performance.

The extant literature reviewed in chapter two indicated these potential 

relationships but failed to provide evidence of comprehensive investigation or 

confirmation of determinants of parent partner’s management control system choices 

and the impact of these choices and some of the determinants on international; joint
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ventures’ performance outcomes. In this study we formulated a theoretical model 

based on the suggestions of the literature and tested the significance of relationships 

in, and predictive ability of, the model using cross-sectional data from Australian 

parent companies of international joint ventures.

The results presented in chapters five and six confirm that all but one of the 

antecedents of control investigated have a significant effect on parent partners’ 

management control system choices aimed at monitoring the activities of their 

international joint ventures. Interpartner working relationship was the only factor that 

had no significant effect. The most significant substantial effect was made by the level 

of parent partners bargaining power relative to the other partner(s) and financial 

objectives on all dimensions of management control system choices. We also found 

that the number of motives of parent partners had an effect on focus, extent and 

formal mechanisms of control choices while parent partner’s international experience 

and involvement in other international joint ventures have an effect on focus of 

control only.

We also tested the influence of individual factors of bargaining power on 

management control system choices and the results indicated a substantial significant 

effect for parent partner’s relative contribution of critical resources and a limited 

effect for the two context-based factors (strategic importance of the international joint 

venture to a parent partner and alternatives available to a parent partner to forming the 

international joint venture).

With regard to international joint ventures performance, the results show that 

most dimensions of management control systems, involvement in other international 

joint ventures and the state of interpartner working relationship, have significant 

effects. The two constructs that have no significant effect on performance are the use 

of social/promotive mechanisms of control and international experience.

Finally, we tested the effects on three dimensions of performance: learning, 

product/customer and financial performance. The results show that while there are 

differences in size and significance, in general the effects on each dimension are 

similar to those on overall performance.

These results confirm the significance of the relationships proposed in, and the 

overall validity of, the theoretical framework model. This study confirms factors that
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determine parent partner’s choices on management control systems aimed at 

monitoring their international joint ventures and confirms that some of these factors, 

as well as some of the choices, influence performance outcomes. The implications for 

both practice and research are quite significant.

A clear indication from this study is the significant role of bargaining power 

and the motives for a company to enter international joint ventures on parent partner’s 

management control system choices aimed at controlling the operations of their 

international joint ventures. More specifically, parent partner’s in a position of high 

bargaining power and/or who entered the international joint venture to achieve 

financial objectives, would be likely to seek broader tighter controls using a larger 

number of both formal and social control mechanisms. These are interesting findings 

confirming suggestions of the literature and providing indications to practice.

The study indicates that parent partner’s involvement in other international 

joint ventures and their experience in international business dealings also plays some 

degree of influence on choices concerning focus of control.

The state of interpartner working relationship (that is, trust in the other partner 

and expectations of conflict), parent partner’s involvement in other international joint 

ventures and parent partners seeking more formal controls, tighter control extent and 

narrower control focus, have been found to significantly influence international joint 

ventures’ performance outcomes. These findings are also interesting, especially those 

for control system choices.

In general, the results of this study indicate two major features of how parent 

partners control successful international joint ventures. The first deals with the 

selection of objects of control (focus of control). The findings suggest that parent 

partners focus only on a limited set of control objects. They adopt a narrow control 

focus. The second deals with mechanisms of control and extent control. The results 

suggest that foreign parent partners seek tighter, formalised types of control (greater 

extent of control). These choices may be determined by the complexities associated 

with international and interorgamsational settings. Cultural and geographical 

distances, the need to share information and decision making with other partner(s) 

may limit the ability of foreign parent partners to control a broader range of functional 

areas of the international joint venture and require them to seek more formal and
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tighter controls on a limited set of control objects. The extant literature on 

management control systems indicates similar prescriptions for controlling operations 

in international settings (Merchant, 1988).

In the following sections we will evaluate the implications of these findings 

for research and practice.

7.3 Contribution to Research
The contributions of this study to extant research are reported in two different 

but related areas: contribution to theory and contribution to methodology.

7.3.1 Contribution to Theory
This study adds value to current research by confirming prior findings, testing 

suggestions of the extant literature, and suggesting and testing new theoretical 

relationships.

As noted in previous chapters, the state of research on determinants of parent 

partners’ management control system choices to control the operations of their 

international joint ventures is still in its infancy (Groot and Merchant, 2000). Most of 

the extant research has not looked at management control system choices at parent 

partner’s level. While some studies have looked at specific issues, only limited 

research has attempted to test a comprehensive set of propositions.

We started this study by developing an international joint venture control 

framework (Figure 2.2) identifying two domains and three different levels of research. 

The model proved useful in classifying the extant literature and identifying research 

gaps and areas worth further exploration. It may add value to future research by 

providing a tool to classify, review and evaluate the extant literature.

The literature review based on this framework revealed that most available 

research was based on a conceptualisation of parent control that did not take into 

account the full implications and complexities of management control systems. 

Research investigated parent control as a one-dimensional construct. Parent partner 

control of international joint ventures, instead, is complex and multidimensional and it 

may require special attention, especially when controlling from a distance. Research 

on management control system issues was usually located in the international joint 

ventrre domain, rather than the parent partners’ domain. Thus one contribution of this
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study to extant research is the identification and formulation of a research program on 

issues related to management control system choices and performance of international 

joint ventures at the parent partner’s level. Moreover, these issues are investigated 

from the viewpoint of foreign parent partners of international joint ventures.

The literature provides some limited evidence of determinants of parent 

partners’ management control system choices and impact on performance outcomes 

(Pearce, 2001; Yan and Gray, 1994; Groot and Merchant, 2000; Chalos and 

O’Connor, 1999 and 2004) and many suggestions for further research on specific and 

comprehensive set of issues (Pearce, 2001; Groot and Merchant, 2000; Child and Yan, 

2003). No studies, however, have investigated in one setting, the influence of a 

comprehensive set of factors on management control system choices and 

performance. No studies have looked at the impact of management controls system 

choices on joint venture performance. In line with the suggestion that research on 

these issues is in a theory development stage, prior findings reported in the literature 

have used exploratory methodologies calling for further exploratory and confirmatory 

research. This study adopted a predictive and confirmatory methodology to 

investigate the effects on management control system choices and international joint 

ventures performance of a comprehensive set of factors and extended the investigation 

to the effect of management control system choices on performance. The study thus 

adds value to current research by providing confirmatory evidence of prior 

exploratory findings and exploring new effects and relationships, thus contributing to 

the process of theory development on control and performance of international joint 

ventures.

Additional contribution to theory is made by the findings of the study. The 

theoretical framework model proposes a set of multidimensional relationships to 

explain management control system choices and impacts on international joint 

ventures performance outcomes. The results of statistical analysis show substantial R- 

square values for all endogenous constructs and substantial and highly significant path 

coefficients for most of the exogenous constructs. The inner (structural) model 

relations were substantially significant. These confirm the validity of the model and 

indicate that various exogenous constructs could be considered reliable predictors of 

management control system choices and performance outcomes. Results not
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consistent with prior findings and suggestions of the extant literature have given us 

the opportunity to formulate suggestions for future research.

Measurements of the constructs were replicated, derived or adapted from the 

extant literature. The results of the study add significant value to current state of 

research by evaluating and confirming the validity and reliability of construct 

measurements. Reliability and validity analysis of outer model relationships indicated 

that a limited number of items were not significantly correlated to their respective 

constructs. Their exclusion leads to more accurate measurements and solid results 

were reported for construct measurements used to test the model.

Additional contribution is made to theory by confirming the validity of the 

conceptualisation of management control systems and defining international joint 

ventures performance. The validity of the three dimensions of management control 

systems suggested by Geringer and Herbert (1989) was substantially confirmed both 

in terms of outer measurements (indicators measuring the constructs) and inner 

(structural) relationships (significance of effects). Statistical analysis of the 

measurements of performance assessed revealed multiple dimensions. Performance 

was measured on the basis of parent partner’s perception of the achievement of their 

objectives for the international joint venture. Factor analysis identified three 

dimensions of performance: learning, customer/product and financial performance. 

This is a confirmation of prior findings (Hill and Hellriegel, 1994). The measurement 

of each dimension was confirmed by validity and reliability analysis. Although the 

three dimensions are strongly correlated with each other, differences in size and 

direction of the effects of relevant constructs on each dimension were found. These 

findings add value to current research, both in terms of better defining the concept of 

international joint ventures performance and identifying specific effects on the 

measures of overall and individual dimensions of performance.

A further contribution to extant research is represented by the selection of a 

novel research setting: Australian parent partners of international joint ventures 

operating outside Australia. No prior research on similar issues has taken place in 

Australia. The results provide the opportunity to test prior findings and suggestions of 

the literature in different unexplored settings and allow comparison and evaluation 

with results from research in other countries.
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In summary, the general approach used in this study contributes to extant 

research by:

(i) Clarifying research settings both in conceptual (parent partner domain) 

and geographical (Australia) terms.

(ii) Introducing new dimensions and variables in the investigation of 

effects on parent partner’s management control system choices and 

performance.

(iii) Testing the effect of management controls system choices on 

performance outcomes of international joint ventures.

(iv) Exploring, confirming and refining measurements of relevant 

constructs.

(v) Confirming prior findings.

(vi) Exploring suggestions made in the extant literature.

7.3.2 Contribution to Methodology
This study makes several methodological contributions to extant research.

The first relates to the choice of research methodology. The choice was 

determined by evaluation of two factors. The first was an assessment of extant 

research indicating that theoretical development of management control system 

choices and performance of international joint ventures research has not reached a 

maturity stage and it is still developing (for example, Groot and Merchant, 2000). The 

second relates to Parkhe’s (1993a) suggestions on a three-stage research and four- 

phase methodology in international joint ventures research. Current research has 

reached the end of the second stage (descriptive) and is entering into the third stage 

(confirmation and explanation). Thus the most appropriate methodology is one that 

allows confirmation of prior findings and at the same time exploration of tentative 

relationships. A cross-sectional survey questionnaire facilitates the achievement of 

both. Testing of relationships from prior findings allow confirmatory analysis leading 

to clearer formulation of theoretical propositions. At the same time the survey 

questionnaire provides the collection of a rich set of data able to allow exploration of 

new theoretical propositions. The results of our study on the effect of management 

control system choices on performance, for example, have confirmed potential
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relationships not as yet significantly investigated in the extant literature. The overall 

results of our study confirm the appropriateness of the research methodology adopted.

The second contribution relates to the choice of the statistical analysis method. 

The model in this study combined several constructs is a set of multiple relationships. 

Multiple effects of exogenous constructs (independent variables) on several 

endogenous constructs (dependent variables) were expected. The effects and 

relationships are simultaneous and involve a follow-on effect, that is endogenous 

variables in turn become the independent variables of relationships with new 

dependent variables. The search for a statistical technique able to satisfy the statistical 

analysis needs of this study pointed to structural equation modeling (SEM). This 

study contains elements of each of the three conditions listed by Goldberger (1973) 

for the suitability of structural equation modeling. The observed variables may 

contain measurement errors and the relationship of interest was among true variables; 

there was a simultaneous causation among the observed variables; and important 

explanatory variables have been observed. Also, as noted by Gefen et al. (2000), 

structural equation modeling allows the simultaneous modeling of relationships 

amongst multiple independent and dependent constructs. Finally, as suggested by Hair 

et al. (1998), structural equation modeling has the ability to assess the relationships 

comprehensively and provide a transition from exploratory to confirmatory analysis. 

Smith and Langfield-Smith (2004) have noted that this statistical analysis technique 

has not been widely used in management accounting and scholars have called for 

more use of this technique (for example, Shields, 1997). This study, therefore, makes 

a contribution to methodology by adding to the growing body of management 

accounting research that has used structural equation modelling.

There are two families of structural equation modeling: covariance and 

variance based. The choice of an appropriate technique from one of these families was 

made by considering the construction of the model. The model included both 

formative and reflective constructs. Some constructs can therefore be viewed as 

causes of the responses to the indicators, and were expected to be highly correlated to 

each other, and other constructs as effects of the responses to indicators and thus not 

expected to be correlated to each other or to measure the same underlying variables. 

Co-variance based structural equation modeling techniques may not be appropriate to 

analyse models including both types of constructs. The choice of this study was to use
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a PLS technique, exemplified by PLS-Graph 3.0 software, from the variance-based 

family of structural equation modeling. Fomell and Bookstein (1982) note that PLS is 

most appropriate for models with either reflective, formative or both types of 

indicators. Also, in line with the assessment of the state of research, PLS is a suitable 

technique for theory confirmation and also to explore whether relationships exist and 

to suggest propositions for later testing (Chin, 1997). According to Anderson and 

Gerbing (1988), two PLS strengths are the ability to estimate parameters so as to 

maximise the variance explained in either the set of observed measures (reflective 

mode) or set of emergent variables (formative mode) and to estimate latent variables 

as exact linear combination of the observed measures and therefore offering the 

advantage of exact definition of component score that in conjunction with a large 

percentage of the variance in the observed measures is useful in accurately predicting 

individuals’ standings on the component. The application of PLS-Graph 3.0 has 

produced strong results. Thus this study makes an additional contribution to 

methodology by using this technique in management accounting research aimed at 

confirming prior theoretical findings and exploring relationships amongst constructs.

The final contribution to methodology refers to the measurement of constructs 

and the results of path analysis of the model. Outer model analysis confirmed strong 

reliability and validity of constructs which was cross-validated by using different 

statistical packages (PCA and factor analysis by using SPSS software, estimation of 

second-order constructs by using AMOS software, reliability and validity analysis by 

using PLS-Graph). The overall significance of path coefficient estimates (inner model 

structural analysis) confirmed the robustness of the proposed model. This study 

therefore confirms measurements and relationships and introduces new valuable 

suggestions. This is achieved by a systematic process using multiple statistical 

techniques and software able to assess the appropriateness and the robustness of the 

structural equation modeling model’s estimates. It is hoped that it may constitute a 

valid and useful example for researchers in this field.

7.4 Implications for Practice
The results of this study provide many important implications for practice. 

Controlling international joint ventures from a distance is always a challenge, both for 

experienced and inexperienced parent partners. The results of the study indicate that
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some factors may influence parent partner’s choices on management control systems 

aimed at monitoring their international joint ventures and that these choices along 

with other factors may impact on the international joint ventures performance. 

Awareness of relevant relationships and tentative effects is certainly useful to 

management and practitioners. We now review some of the major indications from 

this study.

The strong results associated with each of the dimensions of control suggested 

by Geringer and Herbert (1989) confirm the validity of the conceptualisation of 

management control systems in terms of focus, extent and mechanisms of control. 

This may help management and practitioners to better understand the complexity and 

multidimensionality of controlling international joint ventures operations and provide 

significant implications for relevant management control system choices. The results 

of this study confirm that parent partners may not exercise full control and need to 

identify specific areas of operations they wish to control and decide on an appropriate 

level of control using a mix of relevant mechanisms. Effective and efficient control is 

not limited to one dimension only but involves decisions and choices on each of the 

three dimensions, which may be affected by several factors including bargaining 

power, motives, international experience and involvement in other international joint 

ventures.

The importance of bargaining power as a determinant of parent partner’s 

management control system choices has been widely confirmed in the extant literature 

(for example, Mjoen and Tallman, 1997; Yan and Gray, 1994). This study confirms a 

strong positive effect of bargaining power on each of the three dimensions of control 

suggested by Geringer and Herbert (1989), and in particular of the provision of 

critical resources. These results are consistent with suggestions and prior findings of 

the extant literature (for example, Lee et al., 2003). Parent partners providing more 

critical resources to international joint ventures seek broader control focus, tighter 

extent and use more formal/bureaucratic and social/promotive mechanisms of control. 

These insights have important implications for management of foreign parent partners 

of international joint ventures.

Motives determining a parent partner to joint venture also have a substantial 

positive effect on parent partner’s choices on all dimensions of management control
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systems. We investigated the effect of financial objectives and the breadth of parent 

partner’s motives. The implications of the results of this study for the world of 

practice is that where parent partner’s seek specific financial objectives and/or have a 

wide range of motives for their international joint ventures they may need to be 

prepared and equipped to exercise more extensive control over the operations of their 

international joint ventures.

The findings on the role of parent partner’s international experience on 

management control system choices though not strongly statistically significant also 

provide interesting implications for practice. The results of this study appear to 

indicate that it is not experience in international business dealings per se that makes a 

significant effect but more extensive experience in international joint ventures. 

Experience in international business dealings may not be sufficient to aid parent 

companies with the complexities of sharing management and control with other 

partners. Additional learning deriving from their involvement in other international 

joint ventures may be a more significant factor in determining their management 

control system choices and having a more substantial impact on the performance of 

their new international joint ventures.

The results of this study indicate that the state of interpartner working 

relationship has a very substantial positive impact on performance outcomes of 

international joint ventures. Interpartner working relationship is measured in terms of 

level of trust between parent partners and the level of conflict in the management of 

their international joint ventures. The results of our study confirm prior findings and 

suggestions of the extant literature. An important implication for management and 

practitioners is that positive performance outcomes of international joint ventures is 

dependent on operations and on the relationship with other partner(s). Choosing the 

correct partner and, most importantly, managing good relationships during the life of 

the international joint venture are very important factors that may significantly impact 

on performance outcomes.

An additional set of implications are related to the effects of management 

control system choices on performance. Little evidence is available in the extant 

literature on these relationships and our study provides important suggestions and 

indications to management of parent partners and practitioners. The results
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substantially indicate negative effects of broader control focus on performance and 

positive effects of tighter control extent and more extensive use of formal/bureaucratic 

mechanisms of control on performance. The results therefore suggest that parent 

partners who wish to control a wider range of operational areas of their international 

joint ventures may experience negative performance outcomes. More extensive 

controls over selected areas of operations and more extensive use of relevant 

mechanisms of control may instead lead to better performance outcomes. As 

suggested earlier, it is very unlikely for a foreign partner to be able to exercise control 

(from a distance) on all aspects of the operations of international joint ventures. Their 

attention should be focused over specific areas where, for example, they have 

contributed more critical resources and/or have superior knowledge. More extensive 

control over specific operational areas together with use of appropriate formal control 

mechanisms may lead to more positive results.

Finally, interesting suggestions are made by this study to the world of practice 

with regard to the size of parent partners. This study found a larger effect of 

exogenous constructs on endogenous constructs for larger size parent partners. This 

indicates that availability of resources may play a significant part in determining 

management control system choices and impacting performance outcomes. The 

results on international experience, bargaining power, involvement in international 

joint ventures, financial objectives and the constructs for each of the three 

management control system dimensions, indicate different effects for smaller and 

larger size companies. The differences may be explained in terms of availability of 

resources. With regard to the effect on management control systems choices, the 

results indicate that bargaining power has a much greater effect for the larger sample, 

especially on the control focus and the use of formal controls. Larger companies may 

have the experience and resources that determine higher levels of bargaining power 

and thus seek control over a wider range of operational areas by more extensive use of 

formal controls. Formal controls, however, are more expensive than social informal 

controls (Merchant, 1998). Smaller parent partners may not have the necessary 

resources to support such an approach. In line with the issue of availability of 

resources, the effects of involvement in international joint ventures, focus of control 

and formal mechanisms of control constructs on performance are significant for larger 

companies sample only. These may be partly explained by the results showing that
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smaller size companies choose narrower control focus and make less use of formal 

mechanisms of control. Relevant implications for practice derive from these findings, 

especially for smaller size companies involved in international joint ventures.

7.5 Limitations and Future Research
Limitations of this study and indications for future research aimed at 

overcoming these limitations have been evaluated and suggested in previous chapters. 

In this section we will attempt to synthesised the main issues and summarise 

suggestions for future research.

The main limitation (and possibly a strength at the same time) of this study is 

the lack of similar research settings (in terms of theoretical model, methodology, and 

sample) in the extant research to be used as a reference. Prior research has either 

looked at specific issues or used a different methodology. The research program of 

this study, therefore, though in part has replicated and adapted prior research projects, 

has introduced a novel approach at least in three different areas. The first relates to the 

investigation of the combined effect of several antecedents of control on individual 

dimensions of management control system choices of foreign parent partners of 

international joint ventures. The second is the extension of the investigation to the 

impact of these choices and two of the antecedents of control on performance. The 

third relates to the use of survey questionnaire data collection methodology and 

structural equation modeling data analysis. Like all novelties, the approach used in 

this study is subject to critical evaluation and improvements.

The theoretical model proposed in this study included a large number of 

constructs and relationships. Due to the lack of well defined theoretical relationships, 

it was not possible to clearly identify ex-ante which of these relationships were 

expected to be significant and/or clearly indicate the expected direction of the effects. 

The resulting model could therefore be considered saturated, that is a model where 

exogenous constructs are related to all endogenous constructs. This could be 

considered one of the limitations of the theoretical model. The results of the study 

provide confirmation of significance of relationships and directions of effects and 

therefore may provide the valuable indications on how to refine the model for future 

research.
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The large number of constructs and relationships in the model causes a trade

off between breadth and depth of research. In this study the trade-off was resolved in 

favour of breadth, by using survey questionnaire data collection methodology to 

investigate effects and relationships across a large number of cases (foreign parent 

partners of international joint ventures) confined to a geographical area (Australia). 

The results of our study have confirmed the predictive nature of the model and 

provide many suggestions for additional research in the future to further explore 

relationships and effects. Despite the difficulties we encountered in obtaining the 

availability of a suitable sample (and therefore determining an alternative research 

methodology), the adoption of in-depth research methodology (using case studies) 

should be encouraged in this regard.

Timitations also derive from data collection and the consequent 

generalisability of results. Data was collected from Australian parent partners of 

international joint ventures operating abroad. The characteristics of the sample are 

therefore limited to a geographical area and the status of foreign partner and may limit 

the generalisability of results. In general this is certainly true. However, the 

complexity of controlling foreign operations in a globalised economy is similar from 

country to country. Similar research has also been conducted in other countries on 

some of the variables included in our model. These considerations, together with the 

strength of the results, may mitigate the limitation and, at the very least, allow for 

further testing in other settings so as to confirm generalisability of the results of this 

study.

Limitations are also noted with regard to measurement of constructs. All 

relevant measures were replicated or adapted from prior research. Some measures, 

however, may still be incomplete and/or able to be improved. Individual indicators 

reliability, for example, resulted in the exclusion of some measurement items as they 

were found not to be strongly correlated with other measurements of their respective 

constructs or exhibited high cross-loading across constructs. More confirmatory 

research may produce more reliable and valid measures. Some measures may not 

adequately measure their constructs. For example, the measurement of the construct 

international experience was based on only two perceptual indicators. As suggested 

earlier, possibly the inclusion of more objective data or additional items may provide 

more reliable measurements.
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Additional conceptualisation and construct measurement issues are noted with 

regard to performance and extent constructs.

With regard to the measurement of the construct performance, the composite 

variable was measured as an unweighted accumulation of items. Dimensions of 

performance, however, could be weighted to reflect differences in the strategic 

reasons that have motivated parent partners to form an international joint venture. 

Different weights therefore could be assigned to each item to estimate a measure of 

performance. Future research on international joint ventures performance may 

overcome this limitation by correlating strategic objectives and measures of 

performance.

The conceptualization and measurement of the extent construct is a difficult 

area with significant implications for its operationalisation. In this study extent of 

control was defined as a relative measure of the level of control over functional areas 

of an international joint venture exercised by one partner relative to other partner(s). 

This approach may not capture the degree of control tightness, i.e. the level of 

assurance that the management control system can provide to the parent partners of 

the implementation strategy. Future research on management control systems and 

international joint ventures may overcome this limitation by defining a measure of 

extent of control able to capture the degree of a parent partner’s control tightness.

Another area where improvements can be made and future research may be 

used to overcome limitations is that of the use of alternative data analysis 

methodology. We noted earlier how the PLS methodology used in this study, 

exemplified by PLS-Graph software, was the most appropriate to test models with a 

large number of reflective and formative constructs. This methodology, however, has 

some limitations. It tends to keep the model close to its indicators and, therefore, 

relative to other data analysis methodology, may weaken the strength of the structural 

path estimates and it does not provide an overall measure of fit as the model is only 

fitted in part (Anderson and Gerbing, 1988). The use of co-variance based statistical 

techniques may overcome these limitations. A condition to use these statistical 

techniques is a further refinement of constructs so as to eliminate formative 

constructs. In our model this could be achieved, mainly, by creating sub-models not
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including the bargaining power and financial objectives constructs or substituting 

highly correlated reflective measurements for these constructs.

The research methodology of this study does not allow investigation of 

changes over time. Due to the difficulties associated with conducting a more in-depth 

research methodology, this study opted for an investigation of determinants of 

management control systems choices and impact on performance at a given moment 

in time. The nature of international joint ventures and the related management control 

system and performance issues, however, are not static. Control of international joint 

ventures is a dynamic process resulting from and determined by the complex 

interaction and relationship between parent partners and the international joint venture 

over time. The basic conditions for the formation of the international joint venture 

may change in line with its evolution and development over time. International joint 

ventures, similarly to other business entities, have their own life cycle which may 

determine significant management and performance differences over time.

We now review some of the implications for future research.

In relation to parent partners, the underlying conditions determining the 

assessment of each of the antecedents of control included in the theoretical model of 

this study may change over time. The state of interpartner relationship, for example, 

may change as a result of new company’s management, new relationships between the 

partners outside the joint venture, achievement of preliminary objectives, socialisation 

processes, etc. Similarly, the level of bargaining power may change as a result of 

learning and/or different contribution of resources. The motives motivating a parent 

partner to enter international joint ventures may be superseded by their achievement 

or modified as a result of different economic conditions and/or parent partner’s 

financial position. The concept of international experience is also a natural example of 

continuous evolution as new learning (from operating the international joint venture) 

over time determines more experience. Similarly the involvement in other 

international joint ventures may provide new learning to parent partners increasing 

their level of experience. Different assessment of these antecedents of control is likely 

to determine different management control system choices by parent partners. 

Different choices are likely to have different impact on performance outcomes.
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Learning, changing economic conditions and related effects on management style of 

parent partners are some of the causes of change.

How these changes may affect parent partner’s management control systems 

choices and performance outcomes of international joint ventures requires a research 

methodology capable of capturing the full richness of the impact of time: a 

longitudinal study rather than a snapshot at a particular moment in time. The extant 

literature provides examples of this type of research and has confirmed the effect of 

changes over time. Groot and Merchant (2000), for example, found that control focus 

shifted when the superior knowledge had been transferred to the joint venture. Future 

research may extend the investigation of the research propositions in this study by 

adopting appropriate research methodology.

Finally, throughout the study we have suggested additional issues and topics 

that could be considered by future research to further explore and/or confirm the 

relationships investigated in this study. The following is a list of these suggestions:

(i) Interaction between extent of control and focus of control, that is 

whether tighter controls are exercised over areas of operations selected 

by the foreign partners as part of their focus of control.

(ii) Investigations on the link between parent partners’ significant 

contribution of critical resources or superior knowledge and/or 

expertise and areas of operations of international joint ventures chosen 

as part of focus and extent of control.

(iii) Investigations aimed at refining and confirming definitions and 

measurements of Geringer and Herbert (1989) dimensions of 

management control systems, that is focus, extent and mechanisms of 

control.

(iv) The effect of interpartner working relationships on management 

control system choices, in particular by using research methodologies 

able to more accurately measure relevant constructs.

(v) The effect of specific characteristics of motives and objectives of 

parent partners for their international joint ventures on management
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control systems choices. Examples are parent partner’s conflicting 

objectives and strategic importance of motives.

(vi) Factors determining and measuring bargaining power and their 

significance throughout the life of international joint ventures. These 

may include:

a. The conceptualisation of the strategic importance of 

international joint ventures as a factor of bargaining power.

b. Investigations on whether context-based factors of bargaining 

power may be emphasising initial conditions (Pearce, 2001) of 

international joint venture formation and therefore may not be 

as relevant as international joint ventures mature.

c. Investigations aimed at refining and confirming definitions and 

measurements of bargaining power relevant to international 

joint ventures.

(vii) The effect of parent partners’ relative contribution of critical resources 

to international joint ventures on management control system choices 

and performance outcomes. For example by investigating the type of 

resources contributed and the degree of relative resource dependence 

(Lee et al., 2003).

(viii) Investigations on parent partners international experience aimed at:

a. Confirming definitions and measurements of the construct;

b. Referring to issues related to learning, which forms the basis of 

experience; and

c. Further exploring effects on management control systems 

choices and performance outcomes of international joint 

ventures.

(ix) Investigations aimed at confirming the effect of Geringer and Herbert 

(1989) dimensions of control on international joint ventures 

performance outcomes and. in particular, linking antecedents of control
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to control over operational areas of the international joint ventures 

which may in turn impact on performance outcomes.

(x) The effect of the use of specific mechanisms of control at different 

stages of the life of international joint ventures on performance 

outcomes.

(xi) Investigations aimed at refining and confirming definitions and 

measurements of international joint ventures performance outcomes.

(xii) Whether size of parent partners could be associated with availability of 

resources to seek broader focus, tighter extent and more extensive use 

of mechanisms of control.

(xiii) Whether the relative size of each partner may contribute to the level of 

bargaining power relative to the other partner(s).

(xiv) Whether larger companies are more likely to be involved in 

international joint ventures and therefore accumulate more relevant 

experience to better manage and more positively impact on 

performance outcomes of international joint ventures.

(xv) Whether smaller and larger size parent companies entering 

international joint ventures are motivated by similar or different 

motives.

7.6 Concluding Comments
The purpose of this study was to investigate management control system 

choices of Australian parent partners of international joint ventures and the impact of 

these choices and other factors on performance outcomes of international joint 

ventures. While there is an extensive body of literature on issues related to formation 

of international joint ventures, parent control and performance of international joint 

ventures (for example, Hennart, 1988; Stopford and Wells, 1972; Gray and Yan, 

1992; Yan and Gray, 1994; Pfeffer and Salancik, 1978; Mjoen and Tallman, 1997), 

issues associated with how parent companies control operations of international joint 

ventures and their link to performance outcomes have not been extensively 

investigated.
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The need to further explore these issues has been widely voiced by both 

organisational and accounting scholars. Geringer and Herbert (1989), for example, 

noted that understanding of international joint ventures management issues lagged 

behind the demand of practice (p.250); Anderson (1990) suggested that issues related 

to performance and performance measurement of international joint ventures needed 

special attention; Foster and Young (1997) refer to joint ventures within the context of 

globalisation issues and stated that research barely scratched the surface in this area. 

Management accounting scholars have also called for more relevant research on 

management accounting issues in international joint ventures (Atkinson et al., 1997; 

Gray and Roberts, 1991; Haka and Heitger, 2004).

In planning the research program of this study we were not able to refer to 

well established conceptual frameworks from the extant literature. Most of the extant 

research deals with broad control issues in international joint ventures or specific 

issues and only general propositions have been suggested for the development of a 

comprehensive research framework on international joint venture control systems 

(Geringer and Herbert, 1991; Yan and Gray, 2001; Groot and Merchant, 2000). As 

noted by Parkhe (1993a) and Groot and Merchant (2000), most of the extant research 

may still be considered to be at the exploratory stage.

We adopted Geringer and Herbert’s (1989) three dimensions of control 

applicable to international joint ventures (focus, extent and mechanisms of control) 

and drawing from research on the effects of individual factors on control choices and 

performance of international joint ventures, formulated a research program aimed at 

providing a more comprehensive understanding of control in international joint 

ventures. The resulting theoretical model also included a novel contribution to extant 

research: an investigation of the effect of parent partners’ management control system 

choices on performance outcomes of international joint ventures. Data to test the 

model was collected, by way of survey questionnaire, from the Australian parent 

partners of international joint ventures operating outside Australia. Thus the 

perspective of this model is that of the foreign parent partners (Australian based 

companies) of international joint ventures. The model was tested by using PLS-Graph, 

a PLS structural equation modeling technique.
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Strong results were found. Constructs were reliably measured by their 

respective indicators, and substantial and significant relationships were confirmed by 

the model structural path analysis. The results suggest that most factors investigated, 

to a varying degree, influence parent partners management control system choices 

and/or impact on the performance of international joint ventures. We evaluated the 

results against the extant literature and identified limitations of the study and 

suggestions for future research.

This study adds to the value of current research by further confirming prior 

findings, exploring suggestions of the extant literature and suggesting directions for 

future research able to overcome limitations of the study and to provide further 

confirmatory evidence to consolidate the development of a solid body of theory.

A number of specific contributions can be extracted from this study. These 

may be grouped into two major groups. The first group relates to the findings of the 

study and include:

(i) Confirmation of the validity of the three-dimension conceptualisation 

of management control systems in focus, extent and mechanisms of 

control, that allows a better understanding of parent partner’s control of 

the operations of their international joint ventures.

(ii) Definition of international joint ventures performance measured as 

achievement of parent partners objectives that revealed multiple 

dimensions.

(iii) The confirmation of a strong effect of bargaining power (and in 

particular its factor related to relative provision of critical resources) 

and motives determining a parent partner to enter international joint 

ventures on parent partner’s choices on all dimensions of management 

control system.

(iv) The confirmation of a significant effect of international experience and 

involvement in other international joint ventures on focus of control.

(v) The confirmation of a significant positive effect of the state of 

interpartner working relationship and parent partners involvement in 

other international joint ventures on performance.
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(vi) The indication of a significant positive effect of control extent and the 

use of formal control and a significant negative effect of focus of 

control on performance of international joint ventures, which represent 

a novel contribution to extant research.

(vii) The exploration of the role of parent partner’s size on management 

control system choices and performance of international joint ventures, 

which revealed that issues related to availability of resources, may 

explain differences in management control system choices and impact 

on performance.

The second group relates to research design and methodology of the study and 

include:

(i) The design and development of an international joint venture control 

framework model identifying different domains and levels of research 

on international joint ventures to review, classify and evaluate the 

extant literature. This model allowed a better understanding of the 

extant literature and the identification of relevant research issues and 

questions.

(ii) The design and development of a theoretical framework model to test 

the relationships of multiple formative and reflective constructs related 

to antecedents of control, dimensions of management control systems, 

and performance outcomes. The model produced robust results and 

may be used as a reliable tool to test effects and relationships in future 

research.

(iii) The selection of an appropriate research methodology which included 

data collection (survey questionnaire) and data analysis (PLS-Graph) 

techniques able to provide confirmation of prior findings of the extant 

research and, at the same time, explore novel effects and relationships. 

The thorough application of the relevant procedures produced robust 

results on both reliability of measurements and significance of the 

model and substantially significant relationships.
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Both sets of contributions may provide useful indications to researchers, 

management, practitioners and those searching for a better understanding and/or 

seeking to contribute to the development of a better understanding of issues related to 

control and performance of international joint ventures.
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August 2005

INTERNATIONAL JOINT VENTURES

I am writing to you in your capacity as a manager of your company to ask for your help in an 
important study of international joint ventures. I am a Lecturer at University of Technology, 
Sydney and this research is being undertaken as part of my PhD. My supervisor is Professor 
Peter Booth, Deputy Vice Chancellor.
The purpose of this study is to investigate effective management control systems for 
international joint ventures so that their parent companies can better manage their impacts on 
performance.
We are not aware of any other study in this field. Consultants, practitioners and company 
managers have indicated that a good understanding of critical control factors would, without 
doubt, assist in evaluating, negotiating, entering and running international joint venture 
projects.
This questionnaire has been tested on a group of management accountants. They found it 
straightforward and completed it in less than 15 minutes. Your response will be anonymous 
and in any case it will be kept totally confidential.
As a token of appreciation for your time and attention, by returning the enclosed postcard 
with your details you will be entered into a draw for one of five books on international joint 
ventures. Also, if you wish, we will keep you informed of the on-going progress of the 
research and we will provide an advance copy of results, publications and other outcomes.
If you wish to refer this survey to someone else in your organisation, please do so by 
photocopying the questionnaire or contact me and I will forward additional sets.
If your company is not involved in international joint ventures, please let us know by 
returning the enclosed card so as to avoid you being inconvenienced by reminder note on this
survey.
Thank you in advance for your assistance with this survey. Without your help this type of 
useful research for Australian industry could not be done.
Yours sincerely

Francesco Giacobbe

If you have any comments about this study please contact me on (02) 9514-3568, or 0417 699 882 or by email 

Francesco.Giacobbe@uts.edu.au or my supervisor Professor Peter Booth, Deputy Vice-Chancellor (Academic), 

University of Technology, Sydney, P,0. Box 123 Broadway, NSW 2007.
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In confidence
Survey on International Joint ventures

August 2005

Purpose of this Survey
The purpose of this survey is to collect your insights into the management of 
International Joint Ventures (in the questionnaire referred to as 1JV). This 
information will assist in identifying factors that influence the effectiveness of 
management control systems and performance of international joint ventures.

Who is conducting this Survey?
The Survey is being conducted by Francesco Giacobbe, PhD student in accounting, 
Faculty of Business, University of Technology Sydney. Francesco’s supervisor is 
Professor Peter Booth, Deputy Vice Chancellor, University of Technology Sydney.

Instructions
If your company is involved in more than one International Joint Venture, please 
complete this questionnaire by referring to the most strategically significant 
International Joint Venture you are directly involved with. Preferably this 
International Joint Venture should involve an equity investment by your company.

Additional questionnaires
If you wish to complete the questionnaire with reference to other international joint 
ventures in which your company is involved, you may do so. Please photocopy this 
questionnaire or contact me and I will forward additional copies.

Confidentiality
The answers to this questionnaire are completely anonymous. There is no 
identification number of any kind on the questionnaire. However, to let me know that 
your questionnaire has been returned, please return the enclosed postcard 
separately in the mail so that I can mark your name off the mailing list. This way, no 
reminder questionnaire will be sent to you.

Thank you
By returning the enclosed postcard with your details, you will be entered into a draw 
for one of five books on international joint ventures. Also we will send you an 
advance copy of publications arising from this project where you indicate an interest 
in receiving them.

Due date
Please complete this form and return it within 14 days. Use the reply paid envelope 
provided. No stamp is required.

Help available
If you wish to enquire further about the survey or need any help in completing the 
questionnaire, please contact Francesco Giacobbe by phone on 9514-3568 or 0417 
699 882 or by email Francesco.Giacobbe@uts.edu.au
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First we would like to know some information about yourself and your company

1. How many years have you worked with this company?__________________________ years

2. What is your current position?

3. How many years have you worked in this position?_____________________________ years

4. How many people does your company employ?____________________________________

The following questions will provide us with some information about youi 
company’s involvement in international operations and international join 
ventures

Please answer questions 5 and 6 by ticking one box using the following scale:
strongly agree agree

neither agree nor 
disagree disagree strongly disagree

□ 1 □2 □ 3 □ 4 □ 5

5. Our company has a strong tradition of q-j \j2 D3 D4 D5
international operations

6. Our company has been involved in operations
in and/or exporting to foreign countries for many \j2 D3 D4 D5
years

7. How many IJVs has your company been involved over the last 10 years?

The remainder of the questionnaire is about your company’s involvement with the| 
international joint venture (IJV) you have selected to respond to this survey^BBI

8. Please provide the following information about your IJV:

a. Year of formation__________________________
b. Nationality of partner(s)

c. Country(ies) of operations
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9. Below is a list of Australian and New Zealand Standard Industry Codes. Please tick the 
category for the industry in which your company and your IJV are principally involved. 
(PLEASE TICK ONE BOX ONLY FOR YOUR COMPANY AND ONE BOX ONLY FOR THE 
IJV)

Your company The IJV
a. Agriculture, Forestry and Fishing □ □
b. Mining □ □
c. Manufacturing □ □
d. Electricity, Gas & Water □ □
e. Construction □ □
f. Trade (wholesale and or retail) □ □
g. Accommodation, Cafes and Restaurants □ □
h. Transport and Storage □ □
i. Communication □ □
j. Finance and insurance □ □
k. Property and Business Services □ □
1. Government Administration and Defence □ □
m. Education □ □
n. Health and Community Services □ □
o. Cultural and recreational services □ □
p. Personal and other services □ □

10. Indicate the percentage equity owned by your company in this IJV:

11. What percentage of the IJV board/management committee is your company entitled to 
appoint?

12. Indicate whether the general manager of the IJV is appointed by (PLEASE TICK ONE BOX 
ONLY):
D 1. Your company
□ 2 . Your partner(s)
D 3. Your company and your partner(s) in rotation
□ 4. Mutual agreement with your partner(s)
□ 5. Other (Please specify)
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Please answer question 13 by ticking one box using the following scale:

strongly agree agree
neither agree nor 

disagree disagree strongly disagree

□ 1 □ 2 □ 3 □4 □ 5

13. Your company and your partner(s) entered into this IJV to achieve the following objective(s) 
(PLEASE TICK ONE BOX ONLY FOR EACH OBJECTIVE IN YOUR COMPANY AND YOUR 
PARTNER(S)).

a. Your company b. Your partner(s)
a. Profit □ 1 □ 2 □ 3 □4 □ 5 □ 1 □ 2 □ 3 □4 □ 5

b. Growth □ 1 □ 2 □ 3 □4 □ 5 □ 1 □ 2 □ 3 □4 □ 5

c. Expansion in related products □ 1 □ 2 □ 3 □4 □ 5 □ 1 □ 2 □ 3 □ 4 □ 5

d. Expansion through diversification □ 1 □ 2 □ 3 □4 □ 5 □ 1 □ 2 □ 3 □ 4 □ 5

e. Expansion to new market □ 1 □ 2 □ 3 □ 4 □ 5 □ 1 □ 2 □ 3 □4 □ 5

f. Cost reduction □ 1 □ 2 □ 3 □ 4 □ 5 □ 1 □ 2 □ 3 □4 □ 5

g. Risk sharing □ 1 □ 2 □ 3 □ 4 □ 5 □ 1 □ 2 □ 3 □ 4 □ 5

h. Access resources/raw materials □ 1 □ 2 □ 3 □4 □ 5 □ 1 □ 2 □ 3 □ 4 □ 5

i. Knowledge exchange/learning □ 1 □ 2 □ 3 □4 □ 5 □ 1 □ 2 □ 3 □4 □ 5

j. Co-opting or blocking competition □ 1 □ 2 □ 3 □4 □ 5 □ 1 □ 2 □ 3 □4 □ 5

k. Overcoming government barriers □ 1 □ 2 □ 3 □4 □ 5 □ 1 □ 2 □ 3 □4 □ 5

14. Compared to your partner(s), how many managers have you provided to the IJV in the last
five years in the following areas? (PLEASE TICK ONE BOX ONLY FOR EACH AREA)

1. More than

our partner(s)

2. The same as

our partner(s)

3. Less than our

partner(s)

a. Pricing policy □ 1 □2 □ 3
b. Marketing and distribution □ 1 □2 □ 3
c. Development of new products/services □ 1 □ 2 □ 3
d. Management of daily operations □ 1 □ 2 □ 3
e. Human resources management □ 1 □ 2 □3
f. General administration □ 1 □ 2 □3
g- Finance management □ 1 □ 2 □3
h. Capital expenditure approval □ 1 □2 □ 3
i. Revenue and cost budgeting □ 1 □2 □3
j- Public/government relations □ 1 □2 □3
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15. Indicate the relative influence of your company in the decision-making process of your IJV in 
the following areas: (PLEASE TICK ONE BOX FOR EACH AREA ON THE FOLLOWING 
SCALE) ________________ ________________ ________________ ________________

totally our decision dominant influence by 
our company

shared with other 
partner(s) and/or IJV 

management

dominant influence by 
other partner(s) 

and/or IJV 
management

totally other partner(s) 
and/or IJV 

management

□ 1 □2 □ 3 □4 □5
a. Pricing policy □ 1 □2 □3 □4 □ 5
b. Marketing and distribution □ 1 □2 □3 □4 □5
c. Development of new products/services □ 1 □2 □3 □4 □5
d. Management of daily operations □ 1 □2 □3 □4 □5
e. Human resources management □ 1 □2 □3 □4 □5
f. General administration □ 1 □2 □3 □4 □ 5
g- Finance management □ 1 □2 □3 □4 □5
h. Capital expenditure approval □ 1 □2 □3 □4 □5
i. Revenue and cost budgeting □ 1 □2 □ 3 □4 □ 5
j- Public/government relations □ 1 □2 □3 □4 □ 5

16. Overall, we feel that control systems adopted in the IJV are similar to those in place in our 
company (PLEASE TICK ONE BOX ONLY)
□ 1. Strongly agree
□ 2. Agree
□ 3. Neither agree nor disagree
□ 4. Disagree
D 5. Strongly disagree

Please answer question 17 by ticking one box using the following scale:
always often sometimes rarely never

□ 1 □2 □3 □4 □5
17. Indicate how often the following mechanisms of control are relied upon in managing the IJV

(PLEASE TICK ONE BOX FOR EACH MECHANISM):
a. Contracts □ 1 □2 □ 3 □4 □5
b. Structural Grouping and Departmentalisation □ 1 □2 □ 3 □4 □5
c. Formal authority relationship □ 1 □2 □ 3 □4 □5
d. Standardised Procedures and Rules □ 1 □2 □ 3 □4 □ 5
e. Planning and Budgeting □ 1 □2 □ 3 □4 □5
f. Supervision □ 1 □2 □ 3 □4 □5
g- Performance evaluation □ 1 □2 □ 3 □4 □ 5
h. Teams & task forces □ 1 □2 □ 3 □4 □5
i. Meetings & organised personal contact □ 1 □2 □ 3 □4 □5
j- Transfer of managers/lateral movements □ 1 □2 □3 □4 □5
k. Rituals, traditions and ceremonies □ 1 □2 □3 □4 □5
I. Networking and other socialisation processes

□ 1 □2 □ 3 □4 □5
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Please answer questions 18 and 19 by ticking one box using the following scale:
strongly agree agree

neither agree or 
disagree disagree strongly disagree

□ 1 □ 2 □ 3 □4 □ 5
18. The IJV is strategically important to our company D1 D2 D3 D4 D5

19. During the negotiations to form this IJV, there 
were other potential partner(s) available for us to 
enter into an IJV with if negotiations with this 
partner(s) failed

□ 1 m2 m3 D4 D5

Please answer question 20 by ticking one box using the following scale:
100% your 
company

mostly your company
equally shared with 

other partner(s)
mostly other 

partner(s)
100% other 
partner(s)

□ 1 □2 □ 3 □4 □5
20. Indicate the relative contribution of your company to the IJV in each of the following areas

(PLEASE TICK ONE BOX FOR EACH AREA):
a. Technology □ 1 □2 □ 3 □4 □ 5
b. Management expertise □ 1 □2 □ 3 □4 □ 5
c. Marketing skills □ 1 □ 2 □ 3 □4 □ 5
d. Customer service skills/facilities □ 1 □ 2 □ 3 □4 □ 5
e. Product distribution □ 1 □ 2 □ 3 □4 □ 5
f. Material procurement □ 1 □ 2 □ 3 □4 □ 5
g- Understanding of the local environment □ 1 □2 □ 3 □4 □ 5

Please answer questions 21 and 22 by ticking one box using the following scale:
always often sometimes rarely never

□ 1 □ 2 □ 3 □4 □ 5
21. During the past five years how often were there 

significant disagreements with your partner(s)?

22. Indicate the degree of reliance on the following dispute settling mechanisms in resolving 
differences with your partner(s) (PLEASE TICK ONE BOX FOR EACH MECHANISM):
Legal action □ 1 □2 □ 3 □4 □ 5
The IJV contract □ 1 □2 □ 3 □4 □ 5
Formal procedures/manual □ 1 □ 2 □ 3 □4 □ 5
Dispute resolution committee/group □ 1 □ 2 □ 3 □4 □ 5
Informal procedures/meetings □ 1 □ 2 □ 3 □4 □ 5
Other: (please specify) □ 1 □ 2 □ 3 □4 □ 5
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Please answer questions 23, 24 and 25 by ticking one box using the following scale:

strongly agree agree
neither agree nor 

disagree disagree strongly disagree

□ 1 □ 2 □ 3 □4 □ 5

23. Our business relationship with our partner(s) is 
characterised by high levels of trust

24. Our company and our partner(s) generally trust 
each will stay within the terms of the contract

25. Our company and our partner(s) are generally 
sceptical of the information provided to each 
other

□ 1 □ 2 □ 3 □4 □ 5

□ 1 □ 2 □ 3 □4 □ 5

□ 1 □2 □ 3 □4 □ 5

Please answer question 26 by ticking one box using the following scale:
not relevant

extremely
satisfied

satisfied
neither satisfied nor 

dissatisfied
dissatisfied

extremely
dissatisfied

□ 0 □ 1 □2 □ 3 □4 □ 5

26. Indicate the degree of satisfaction of your company for the IJV performance in the following
areas (PLEASE TICK ONE BOX FOR EACH AREA):

a. Harmony with other partner(s) □ 0 □ 1 □2 □ 3 □4 □ 5
b. Morale of people involved with IJV □ 0 □ 1 □2 □ 3 □4 □ 5

c. Productivity □ 0 □ 1 □2 □ 3 □4 □ 5
d. Financial Resources indicators □0 □ 1 □2 □ 3 □4 □5
e. Ability to adapt to new environment □ 0 □ 1 □ 2 □ 3 □4 □ 5
f. Ability to adopt innovation □ 0 □ 1 □2 □ 3 □4 □ 5

g- Learning about unfamiliar markets □ 0 □ 1 □2 □ 3 □4 □ 5

h. Learning about new technology □ 0 □ 1 □ 2 □3 □4 □ 5
i. Product/service quality □ 0 □ 1 □ 2 □ 3 □4 □ 5

j- Product/service cost □0 □ 1 □2 □ 3 □4 □ 5

k. IJV product/service price □ 0 □ 1 □2 □ 3 □4 □ 5
I. Market share □0 □ 1 □ 2 □ 3 □4 □ 5

m. Customer satisfaction □ 0 □ 1 □ 2 □ 3 □4 □ 5
n. Profit □ 0 □ 1 □ 2 □ 3 □4 □ 5

0. Cash Flow □ 0 □ 1 □ 2 □ 3 □4 □ 5

27. In general, how satisfied is your company with the IJVs’ overall performance?
□ 1. Extremely satisfied 

D 2. Satisfied
□ 3. Neither satisfied nor dissatisfied
□ 4. Dissatisfied
D 5. Extremely dissatisfied

317



11 Appendix C

Card Accompanying Survey Questionnaire

318



Survey on International Joint Ventures

<d£

>4Cc3CD£oU

<uTJ<ca□

<D
X>CX03
UhX>.
Cfl

CD

-oa££tu£cjCfl

i-(D
X

)<DCOx;a.
jd<D
H<DCoXa

.

Cfl

O
'

□ 
□ 

□

■o 
«

a> 
B 

u *r 
a> ,®
eCJ 

C5
s
i

1-w
2
 

c:
Dx:4-'

T3DG!_

03O
 

^

E £
d
 
^

^ o- 
£
 

E 
•S 8

C/53o’■§o
u a/ •—

^ 
o

 
d. 
Q.

OZ
JD3CL -=
«- H
© c3 

□
c/5 

0) 
—

a/ 
c/5 

•=
 

CD
34—

>
d

-i—
»

o
u
.

O
Da

D
>

G
D

C^
UT
3

I
§

0/CD
2

C
c

CD
c

G
T

3
£

4—
<

oG
o

>T
5

cs

GO.D
a

D
-l

1)&
C/5

C/5C/5
D>

C/5I
£o

DX
(DS-HG

(D
*

sD

g0D
ocd

_
o

£O

G£
.o

CDDaO4-a

3OJ
.

C/5D
x

:
4—

i
c/5

CD
£

4—
> 

C/5
£

MD
£

D
(D

D
C/5

«
S

£
3c
r

r-^

o
’o

O
'i

4-4O
□

<u
■

c
□

□
£

33



12 Appendix D

Letter Accompanying Survey Questionnaire - Second
Mailout
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School of Accounting

PO Box 123 
Broadway NSW 2007 
Australia

Tel.+61 2 9514 3568 
Fax+61 2 9514 3669

UTS CRICOS Provider Code 00099F

UTS
University of Technology, Sydney

INTERNATIONAL JOINT VENTURES 

Follow up Survey

Approximately three weeks ago I wrote to you about a survey on 
International Joint Ventures.

You may have completed and returned the questionnaire. In this 
case I would like to thank you for your time and attention and 
ask you to please disregard this notice.
If you have not as yet completed the survey, could I please 
encourage you to do so.
This is an important study of international joint ventures. The 
results may provide useful advice for parent companies to 
improve control over international joint ventures and better 
manage their performance.

The survey is not long. It will take 15 minutes at most.

Please find enclosed a full set of the survey in case you did not 
receive the original package.

Thank you for your support.

Yours sincerely

Francesco Giacobbe
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13 Appendix E

Correlation Matrix of Reflective Indicators
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Table 13.1 - Correlation Matrix of Reflective Indicators
Information 
provided to 
each other

Trust Comply
with

contract

Disagreements 
with partner(s)

Breadth
of

Motives

Stakes

Information provided to each other 1.000

Trust .436(**) 1.000

Comply with contract .600(**) .646(**) 1.000

Disagreements with partner(s) ,462(**) .463(**) .275(*) 1.000

Breadth of Motives -0.100 0.143 -0.032 0.128 1.000

Stakes -.354(**) -.336(*) -.303(*) 0.037 0.032 1.000

Alternatives 0.066 0.201 0.094 0.187 0.113 0.103

International operations tradition -0.045 0.097 -0.060 -0.035 -0.161 -0.203

International operations involvement -0.041 0.024 -0.104 -0.003 -0.165 -0.052

Involvement in IJVs -0.003 -0.118 -0.149 0.068 -0.044 -0.126

Focus - Pricing policy 0.119 -0.033 -0.105 0.143 0.142 -0.084

Focus - Marketing and distribution 0.045 0.093 -0.085 0.080 0.172 -0.015

Focus - Development of new products/services 0.116 -0.003 -0.019 0.200 0.163 -0.162

Focus - Management of daily operations -0.115 -0.116 -0.091 0.052 0.120 -0.058

Focus - Human resources management -0.014 -0.046 0.048 -0.028 0.144 -0.113

Focus - General administration -0.106 -0.036 -0.083 0.004 0.182 -0.075

Focus - Finance management 0.015 0.088 -0.005 0.190 0.221 -0.034

Focus - Capital expenditure approval -0.002 0.039 -0.109 0.240 0.258 -0.108

Focus - Revenue and cost budgeting 0.016 -0.008 -0.014 0.215 0.206 -0.037

Focus - Public/government relations 0.094 -0.033 -0.007 0.041 0.041 -0.024

Extent - Pricing policy -.283(*) -0.054 -0.183 -0.228 0.063 -0.136

Extent - Marketing and distribution -0.084 -0.019 -0.179 0.002 0.035 -0.037

Extent - Development of new products/services -0.130 -0.248 -0.166 -0.016 0.079 -0.005

Extent - Management of daily operations -0.182 -0.054 -0.010 -0.144 0.138 -0.134

Extent - Human resources management -0.106 0.083 0.064 -0.126 -0.019 -.275(*)

Extent - General administration -0.077 0.060 0.058 -0.124 0.036 -0.190

Extent - Finance management -0.027 0.025 -0.045 0.092 0.129 -0.125

Extent - Capital expenditure approval -0.216 -0.186 -0.256 0.123 0.144 0.124

Extent - Revenue and cost budgeting -.355(**) -0.163 -0.137 -0.121 .299(*) 0.071

Extent - Public/government relations 0.195 -0.100 0.044 0.047 -0.060 -0.149

Contracts -0.026 -0.093 -0.122 -.284(*) -0.015 -.306(*)

Structural Grouping and Departmentalisation 0.028 0.174 -0.025 -0.044 0.196 -0.158

Formal authority relationship -0.037 -0.221 -0.145 -0.231 0.126 -0.131

Standardised Procedures and Rules -0.026 -0.020 -0.01 1 -0.103 0.211 -0.268

Planning and Budgeting .290(*) 0.207 ,278(*) 0.176 0.182 -,349(*)

Supervision 0.005 0.041 -0.086 -0.120 0.078 -.273(*)

Performance evaluation 0.220 0.171 0.208 -0.048 0.036 -0.122

Teams and task forces 0.073 0.125 0.070 -0.126 0.071 -0.214

Meetings and organised personal contact -0.177 -0.044 -0.184 -0.121 0.041 0.071

Transfer of managers/lateral movements 0.136 0.004 0.054 0.006 -0.124 -0.003
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Information 
provided to 
each other

Trust Comply
with

contract

Disagreements 
with partner(s)

Breadth
of

Motives

Stakes

Rituals, traditions and ceremonies -0.184 -0.051 -0.050 -0.205 0.237 -0.254

Networking and other socialisation processes -0.119 0.078 -0.049 -0.044 .397(**) -0.175

Harmony with other partner(s) .510(**) .707(**) .678(**) .582(**) 0.179 -0.241

Morale of people involved with IJV ,499(**) .625(**) .542(**) .407(**) 0.030 -.299(* *)

Productivity .410(**) .429(**) .464(**) ,442(**) 0.231 -.346(*)

Financial Resources indicators ,425(**) .461(**) 0.263 .443 (* *) 0.246 -.334(*)

Ability to adapt to new environment 0.157 .495(**) ,340(*) .354(**) ,278(*) -.345(*)

Ability to adopt innovation 0.171 .355(**) .298(*) 0.242 0.087 -.289(*)

Learning about unfamiliar markets 0.249 .358(**) .425(**) .298(*) 0.267 -.371(**)

Learning about new technology 0.114 .311(*) 0.146 0.250 -0.019 -0.260

Product/service quality 0.089 .486(**) .450(**) .304(*) 0.133 -0.230

Product/service cost 0.244 .444(**) .434(**) .345(*) 0.230 -0.175

IJV product/service price .435(**) -299(*) ,293(*) .481(**) 0.260 -0.079

Market share 0.121 .313(*) .287(*) 0.127 .285(*) -0.148

Customer satisfaction 0.124 .448(**) .410(**) .342(*) 0.101 -0.174

Profit ,329(*) .377(**) .411(**) .300(*) .309(*) -.356(**)

Cash Flow .442(**) .299(*) .408(**) 0.215 .281 (*) -0.245

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Alternat Intemati Internati Involve Focus - Focus - Focus -

ives onal onal ment in Pricing Marketi Develop
operatio operatio IJVs policy ng and ment of

ns ns distribut new
tradition involve ion products

ment /service
s

Alternatives 1.000

International operations tradition 0.031 1.000

International operations 
involvement

0.127 .803 (* *) 1.000

Involvement in IJVs 0.250 0.105 0.082 1.000

Focus - Pricing policy 0.140 -0.132 0.051 0.160 1.000

Focus - Marketing and distribution 0.021 -0.009 0.132 0.020 .659(**) 1.000

Focus - Development of new 
products/services

0.160 -0.060 0.096 0.212 .703(**) .511(**) 1.000

Focus - Management of daily 
operations

0.066 -0.014 0.187 0.236 ,784(**) .597(**) .628(**)

Focus - Human resources 0.114 -0.009 0.165 0.161 ,644(**) .563(**) ,561(**)
management
Focus - General administration 0.211 -0.118 0.035 0.184 .515(**) .497(**) .350(*)

Focus - Finance management 0.117 -0.092 0.045 0.220 .668(**) ,571(**) .456(**)

Focus - Capital expenditure 
approval

0.059 -0.106 0.046 0.254 .618(**) .508(**) ,693(**)

Focus - Revenue and cost 0.147 -0.140 0.024 .332(*) .676(**) .501(**) .713(**)
budgeting
Focus - Public/government 
relations

0.089 -0.099 -0.024 0.260 .575(**) .575(**) .324(*)

Extent - Pricing policy -0.147 0.134 0.157 0.069 .592(**) .438(**) .324(*)

Extent - Marketing and distribution -0.133 0.213 .286(*) 0.095 .465(**) .586(**) 29%*)

Extent - Development of new 
products/services

0.095 -0.116 -0.083 0.139 .407(**) ,482(**) ,669(**)

Extent - Management of daily -0.104 0.063 0.196 .280(*) .525(**) .526(**) .438(**)
operations
Extent - Human resources -0.007 0.074 0.135 .273(*) .351(**) .414( **) 0.266
management
Extent - General administration -0.019 -0.101 -0.043 0.249 .394(**) .408(**) 0.240

Extent - Finance management -0.034 -0.003 0.125 .283(*) .481 (**) .407(**) 21%*)

Extent - Capital expenditure 
approval

-0.058 -0.233 -0.043 0.183 .458(**) .3 38( *) ,495(**)

Extent - Revenue and cost -0.039 -0.011 0.086 0.147 .319(*) 0.269 .378(**)
budgeting
Extent - Public/government 
relations

-0.038 -0.046 -0.063 0.166 ,366(**) .362(**) 0.151

Contracts 0.103 -0.065 0.066 0.054 .327(*) ,272(*) .305(*)

Structural Grouping and 0.172 -0.115 0.019 -0.028 .320(*) .328(*) .304(*)
Departmentalisation
Formal authority relationship 0.161 0.002 0.166 0.041 .373(**) .357(**) .346(*)

Standardised Procedures and Rules 0.098 -0.075 -0.035 0.022 0.269 0.202 .324(*)

Planning and Budgeting 0.173 -0.260 -0.180 0.145 ,322(*) 0.116 .438(**)

Supervision 0.036 0.025 0.026 0.120 .552(**) .413(**) ,390(**)

Performance evaluation -0.021 0.067 0.054 0.073 .301 (*) 0.260 0.081

Teams and task forces -0.077 -0.047 -0.021 0.003 ,394(**) .446(**) 21%*)

Meetings and organised personal 0.050 -0.017 0.002 0.214 .290(*) .308(*) 0.069
contact
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Alternat

ivcs
lnternati

onal
operatio

ns
tradition

lnternati
onal

operatio
ns

involve
ment

Involve 
ment in 

IJVs

Focus - 
Pricing 
policy

Focus - 
Marked 
ng and 

distribut 
ion

Focus - 
Develop 
ment of

new
products
/service

s
Transfer of managers/lateral 
movements

-0.120 0.019 0.141 -0.004 .427(**) .363(**) 0.270

Rituals, traditions and ceremonies -0.205 0.133 0.100 -0.069 -0.052 -0.034 -0.004

Networking and other socialisation 
processes

0.160 0.026 0.177 0.079 0.197 0.135 0.246

Harmony with other partner(s) 0.21 1 -0.013 0.025 -0.084 0.059 0.040 0.109

Morale of people involved with
IJV

,333(* *) 0.082 0.032 0.1 16 -0.014 -0.123 -0.027

Productivity -0.002 -0.108 -0.156 0.021 0.016 -0.013 0.142

Financial Resources indicators 0.158 0.114 0.108 0.256 0.004 0.032 0.049

Ability to adapt to new 
environment

0.090 0.006 -0.047 0.079 -0.018 -0.090 0.126

Ability to adopt innovation 0.172 -0.024 -0.086 0.216 -0.041 -0.141 0.139

Learning about unfamiliar markets 0.072 -0.196 -0.131 0.184 0.074 -0.074 0.240

Learning about new technology 0.152 0.042 -0.051 0.188 -0.053 0.005 -0.013

Product/service quality 0.220 -0.056 -0.141 0.034 -0.213 -0.210 -0.082

Product/service cost 0.046 -0.122 -0.107 -0.110 -0.227 -0.119 -0.031

IJV product/service price 0.186 0.043 0.184 0.057 0.142 0.142 0.105

Market share 0.104 0.041 0.028 0.211 -0.092 -0.079 0.035

Customer satisfaction ,333(*) 0.061 0.032 0.116 -0.071 -0.123 -0.027

Profit 0.012 0.038 0.010 0.168 -0.176 -0.090 0.048

Cash Flow 0.000 -0.043 0.018 0.094 -0.006 -0.041 -0.008

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Focus - Focus - Focus - Focus - Focus - Focus - Focus -
Manage Human General Finance Capital Revenu Public/g
ment of resource administ manage expendit e and overnm

daily s ration ment ure cost ent
operatio manage approva budgeti relations

ns ment 1 ng

Focus - Management of daily operations 1.000

Focus - Human resources management .706(**) 1.000

Focus - General administration .542(**) .763(**) 1.000

Focus - Finance management .640(**) .724(**) .637(**) 1.000

Focus - Capital expenditure approval ,650(**) ,628(**) .483(**) .663(**) 1.000

Focus - Revenue and cost budgeting 777(**) .675(**) .549(**) .750(**) .811(**) 1.000

Focus - Public/government relations ,504(**) .695(**) .638(**) .532(**) .421 (**) .479(**) 1.000

Extent - Pricing policy .491 (**) .453(**) .327(*) ,413(**) .318(*) .340(*) .395(**)

Extent - Marketing and distribution ,503(**) .347(*) .376(**) .317(*) 0.246 .340(*) .446(**)

Extent - Development of new 
products/services

,423(**) ,498(**) .281 (*) .296(*) .419(**) .452(**) .343(*)

Extent - Management of daily operations .711(**) .646(**) .522(**) .524(**) .424(**) .534(**) .476(**)

Extent - Human resources management ,470(**) 639(**) .623(**) .369(**) .394(**) .394r*) .576(**)

Extent - General administration ,433(**) .595(**) .637(**) .443(**) .425(**) .438(**) ,604(**)

Extent - Finance management ,446( **) .472(**) .408(**) .646(**) .533(**) .539(**) .481(**)

Extent - Capital expenditure approval .524( **) ,498(**) ,397(**) .492(**) .702(**) .595(**) .382(**)

Extent - Revenue and cost budgeting .457(**) ,469(**) .339(*) .485(**) .506(**) ,594(**) .313(*)

Extent - Public/government relations .317(*) ,462(**) .415(**) .293(*) 0.249 0.262 .715(**)

Contracts 0.211 .344(*) .343(*) 0.236 .272(*) 0.147 .3 14(*)

Structural Grouping and 
Departmentalisation

0.232 0.223 0.256 0.216 0.195 0.090 0.228

Formal authority relationship .3 52( **) .392(**) .351 (*) .372(**) 0.198 0.210 .298(*)

Standardised Procedures and Rules 0.259 .317(*) 0.240 0.186 .322(*) 0.260 0.149

Planning and Budgeting 0.207 0.267 0.219 0.259 .279(*) .285(*) 0.227

Supervision .409(**) .373(**) .371(**) .405(**) .314(*) .290(*) .309(*)

Performance evaluation 0.137 0.092 0.017 0.153 0.010 0.039 .282(*)

Teams and task forces .311(*) 0.238 .274(*) 0.254 0.160 0.230 0.244

Meetings and organised personal contact .326(*) 0.260 0.209 .393(**) .3 14(*) .353(**) 0.256

Transfer of managers/lateral movements .430(**) .309(*) 0.081 0.252 0.190 .320(*) .3 71 (* *)

Rituals, traditions and ceremonies 0.021 0.090 -0.122 0.095 0.060 0.088 -0.129

Networking and other socialisation .281 (*) 0.257 0.192 .352(**) .402(**) .346(*) -0.096
processes
Harmony with other partner(s) 0.031 0.01 1 -0.1 17 0.092 0.099 0.099 -0.063

Morale of people involved with IJV -0.115 -0.181 -0.138 -0.078 -0.060 -0.026 -0.056

Productivity 0.021 -0.095 -0.135 0.049 0.042 0.1 15 -0.020

Financial Resources indicators -0.029 -0.021 -0.074 0.071 0.107 0.054 0.155

Ability to adapt to new environment -0.048 0.087 0.001 0.118 0.175 0.092 -0.056

Ability to adopt innovation -0.047 -0.040 -0.227 -0.078 0.015 0.017 0.006

Learning about unfamiliar markets 0.038 0.004 -0.028 0.068 0.186 0.168 -0.117

Learning about new technology -0.040 -0.045 -0.081 -0.091 0.065 -0.059 0.213
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Focus - 
Manage 
ment of 

daily 
operatio 

ns

Focus - 
Human

resource
s

manage
ment

Focus - 
General 
administ 

ration

Focus - 
Finance 
manage

ment

Focus - 
Capital 

expendit 
ure

approva
1

Focus - 
Revenu 

e and
cost

budgeti
ng

Focus - 
Public/g 
overnm

ent
relations

Product/service quality -0.092 -0.046 -0.061 -0.021 0.095 0.017 -0.005

Product/service cost -0.116 -0.094 -0.155 -0.075 0.003 -0.035 -0.064

IJV product/service price 0.139 0.119 0.059 0.259 0.174 0.223 0.166

Market share -0.065 -0.081 -0.120 -0.051 -0.024 0.020 -0.038

Customer satisfaction -0.023 0.062 0.031 0.128 0.019 0.072 0.127

Profit -0.008 -0.001 -0.071 0.012 0.033 0.097 -0.033

Cash Flow 0.009 0.112 0.041 0.133 0.031 0.122 0.132

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Extent - 
Pricing 
policy

Extent - 
Markcti 
ng and 

distribut 
ion

Extent - 
Developme 
nt of new 

products/ser 
vices

Extent - 
Managemen 

t of daily 
operations

Extent - 
Human

resources
managem

ent

Extent - 
General 
administ 

ration

Extent - Pricing policy 1.000

Extent - Marketing and distribution .633(**) 1.000

Extent - Development of new .3 19(*) .312(*) 1.000
products/services
Extent - Management of daily operations .588(**) ,690(**) ,443(**) 1.000

Extent - Human resources management .516(**) .502(**) .325(*) ,721(**) 1.000

Extent - General administration .562(**) ,576(**) .306(*) .727(**) .894(**) 1.000

Extent - Finance management .529(**) .482(**) 0.218 .630(**) .565(**) .676(**)

Extent - Capital expenditure approval .315(*) .340(*) ,374(**) ,454(**) .322(*) .478(**)

Extent - Revenue and cost budgeting ,466(**) .301 (*) .337(*) ,520(**) ,378(**) .475(**)

Extent - Public/government relations .34 K*) ,423(**) 0.206 ,420(**) .561 (**) .593(**)

Contracts .281 (*) 0.123 0.260 0.174 0.167 0.199

Structural Grouping and Departmentalisation 0.236 .274(*) 0.222 0.221 0.135 0.225

Formal authority relationship 0.255 0.145 .353(**) 0.234 0.086 0.083

Standardised Procedures and Rules 0.066 -0.129 0.212 0.031 -0.003 -0.066

Planning and Budgeting 0.013 0.036 0.226 0.147 0.116 0.159

Supervision .456(**) 0.240 .278(*) .306(*) 0.264 .285(*)

Performance evaluation 0.173 0.202 0.007 0.173 -0.005 0.043

Teams and task forces .313(*) .329(*) 0.083 ,279(*) 0.261 .271 (*)

Meetings and organised personal contact .331(*) 0.078 0.105 0.131 0.250 0.218

Transfer of managers/lateral movements .3 1 7(*) .368(**) 0.064 0.237 0.201 0.148

Rituals, traditions and ceremonies . 299( *) 0.018 0.159 0.123 0.117 0.054

Networking and other socialisation processes 0.249 0.035 0.156 0.199 0.136 0.098

Harmony with other partner(s) -0.131 -0.087 -0.154 0.013 -0.074 -0.01 1

Morale of people involved with IJV -0.242 -0.111 -.298(*) -0.108 -0.046 0.012

Productivity -0.046 0.090 0.044 0.079 -0.048 0.010

Financial Resources indicators -0.098 0.139 -0.074 0.074 0.011 0.068

Ability to adapt to new environment 0.067 0.057 0.028 0.170 0.155 0.205

Ability to adopt innovation -0.045 -0.070 0.185 0.092 0.114 0.092

Learning about unfamiliar markets 0.049 0.007 0.038 0.190 0.125 0.201

Learning about new technology -0.023 0.074 0.057 0.085 0.202 0.180

Product/service quality -0.148 -0.146 -0.147 0.029 0.103 0.149

Product/service cost -0.261 -0.093 -0.082 0.049 -0.023 0.020

IJV product/service price -0.076 0.263 -0.051 0.121 0.019 0.060

Market share 0.045 0.065 -0.118 0.179 0.038 0.112

Customer satisfaction -0.108 0.010 -0.082 0.1 14 0.136 0.180

Profit -0.222 -0.012 -0.142 0.179 0.075 0.050

Cash Flow -0.110 -0.015 -0.239 0.193 0.063 0.100

** Correlation is significant at the 0.01 level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed).
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Extent - Extent - Extent - Extent - Contracts Structura Formal
Finance Capital Revenue Public/go 1 authority
manage expendit and cost vernment Grouping relations

ment ure budgetin relations and hip
approval g Departm

entalisati
on

Extent - Finance management 1.000

Extent - Capital expenditure 
approval

.586(**) 1.000

Extent - Revenue and cost .625(**) .668(**) 1.000
budgeting
Extent - Public/government 
relations

,469(**) .294(*) 0.253 1.000

Contracts 0.173 0.226 0.044 0.21 1 1.000

Structural Grouping and 0.151 .283(*) 0.024 -0.050 .558(**) 1.000
Departmentalisation
Formal authority relationship 0.229 0.179 0.106 0.210 .724(**) ,561(**) 1.000

Standardised Procedures and
Rules

-0.013 0.107 0.044 -0.093 .568(**) .324(*) .515(**)

Planning and Budgeting 0.175 0.255 0.077 -0.069 .296(*) ,499(**) ,303(*)

Supervision .329(*) 0.213 0.126 0.169 .466(**) .494(**) .601 (**)

Performance evaluation 0.175 0.049 -0.053 0.047 0.258 .407(**) .276(*)

Teams and task forces 0.124 0.073 0.122 0.071 0.242 .426(**) 0.241

Meetings and organised personal 
contact

.21%*) 0.047 0.262 0.056 0.115 -0.022 0.155

Transfer of managers/lateral 0.122 0.124 0.102 0.242 0.119 0.260 0.192
movements
Rituals, traditions and 0.228 -0.065 0.250 -0.012 0.108 -0.109 0.118
ceremonies
Networking and other 
socialisation processes

0.232 0.052 .283(*) -0.136 0.202 0.054 .296(*)

Harmony with other partner(s) 0.115 -0.003 -0.054 -0.011 -0.151 0.143 -0.134

Morale of people involved with
IJV

0.023 -0.141 -0.182 -0.099 -0.038 0.229 -0.168

Productivity 0.075 -0.012 -0.004 -0.023 0.099 .301(*) -0.039

Financial Resources indicators 0.243 0.145 0.022 0.049 -0.021 .295(*) -0.055

Ability to adapt to new 0.176 0.197 0.199 -0.017 0.029 0.216 -0.177
environment
Ability to adopt innovation 0.133 0.178 0.120 0.044 0.033 0.224 -0.108

Learning about unfamiliar 
markets

0.246 0.142 0.230 0.004 -0.022 0.044 -0.111

Learning about new technology 0.147 0.244 0.074 0.220 0.107 0.207 -0.169

Product/service quality 0.088 0.078 0.060 0.061 0.043 0.117 -0.221

Product/service cost 0.007 -0.010 0.001 0.010 -0.031 0.244 -0.116

IJV product/service price .21%*) 0.090 0.048 0.183 0.044 0.226 0.087

Market share 0.113 -0.061 0.222 0.034 -0.038 0.064 -0.192

Customer satisfaction 0.182 -0.006 0.092 0.104 0.042 0.085 -0.150

Profit 0.059 -0.022 0.076 0.001 -0.050 0.167 -0.136

Cash Flow 0.203 0.038 0.123 0.211 -0.01 1 0.065 -0.025

** Correlation is significant at the 0.01 level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed).
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Standard

ised
Procedur 

es and 
Rules

Planning
and

Budgetin
g

Supervis
ion

Perform
ance

evaluatio
n

Teams 
and task 
forces

Meeting 
s and 

organise 
d

personal
contact

Transfer
of

manager
s/lateral
moveme

nts

Standardised Procedures and Rules 1.000

Planning and Budgeting .483(**) 1.000

Supervision ,376(**) .392(**) 1.000

Performance evaluation .413(**) .477(**) ,436(**) 1.000

Teams and task forces .307(*) .491 (**) ,606(**) .435(**) 1.000

Meetings and organised personal 0.193 -0.029 0.253 0.016 ,371(**) 1.000
contact
Transfer of managers/lateral 0.082 0.142 ,300(*) .301 (*) ,574(**) ,461(**) 1.000
movements
Rituals, traditions and ceremonies 0.120 -0.172 0.093 -0.131 -0.027 .287(*) 0.050

Networking and other socialisation ,405(**) 0.119 0.230 -0.126 0.197 .481(**) 0.024
processes
Harmony with other partner(s) 0.002 0.242 -0.028 0.129 0.025 -0.147 0.023

Morale of people involved with IJV 0.065 .376(**) -0.067 .316(*) 0.033 -0.197 -0.092

Productivity 0.177 .488(**) -0.037 .309(*) 0.148 -0.191 0.031

Financial Resources indicators 0.086 .468(**) -0.066 ,360(**) -0.014 -,286(*) -0.087

Ability to adapt to new environment 0.105 .401 (* *) -0.046 0.168 -0.003 -0.233 -0.132

Ability to adopt innovation 0.070 .388(**) -0.057 .303(*) -0.006 -0.187 -0.070

Learning about unfamiliar markets 0.192 .465(**) -0.012 0.143 0.085 -0.101 -0.123

Learning about new technology 0.01 1 .3 19(*) -0.060 ,282(*) 0.010 -0.247 -0.053

Product/service quality 0.069 0.231 -0.206 0.027 -0.138 -.284(*) -0.194

Product/service cost 0.048 0.193 -.275(*) 0.073 -0.123 -.3 23( *) -0.004

IJV product/service price 0.082 .3 01 (*) -0.100 .302(*) 0.049 -0.106 0.254

Market share 0.024 0.138 -0.263 0.083 -0.012 -0.081 -0.141

Customer satisfaction -0.125 0.239 -0.236 -0.002 -0.101 -0.015 -0.007

Profit 0.031 .357(**) -0.242 0.055 0.080 -0.243 -0.029

Cash Flow 0.027 .305(*) -0.094 0.197 0.088 -0.239 0.009

** Correlation is significant at the 0.01 level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed).
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Rituals,

traditions
and

ceremoni
es

Networki 
ng and 
other 

socialisati
on

processes

Harmony 
with other 
partner(s)

Morale of 
people 

involved 
with IJV

Productiv
ity

Financial
Resource

s
indicators

Ability to 
adapt to 

new
environm

ent

Rituals, traditions and 1.000
ceremonies
Networking and other .556(**) 1.000
socialisation processes
Harmony with other partner(s) 0.011 0.099 1.000

Morale of people involved with -,280(*) -0.096 .656(**) 1.000
IJV
Productivity 0.041 0.037 ,544(**) .569(**) 1.000

Financial Resources indicators -0.104 -0.008 .508(**) .640(**) .632(**) 1.000

Ability to adapt to new 0.035 0.122 .494(**) .519(**) ,668(**) . 5 9 7(**) 1.000
environment
Ability to adopt innovation 0.021 -0.069 .396(**) .516( **) .524(**) .557(**) . 65 5 (* *)

Learning about unfamiliar -0.008 ,277(*) .513(**) .428(**) .557(**) .417(**) . 673 (* *)
markets
Learning about new technology -0.138 -0.265 0.263 .442(**) .455(**) .633(**) .554(**)

Product/service quality -0.071 -0.083 .511(**) .580(**) .540(**) ,484(**) .666(**)

Product/service cost -0.017 -0.055 .564(**) .486(**) .606(**) .556(**) ,623(**)

IJV product/service price -0.024 0.056 .408(**) .345(*) .527(**) .579(**) .382(**)

Market share 0.069 0.118 .447(**) .417(**) ,569(**) .454(**) .467(**)

Customer satisfaction -0.027 -0.035 .517(**) .561(**) .485(**) .408(**) .565(**)

Profit -0.01 1 0.060 .475(**) .527(**) ,703(**) .650(**) .560(**)

Cash Flow -0.106 0.030 .446(**) .421 (**) .516(**) .605(**) .419(**)

** Correlation is significant at the 0.01 level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed).
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Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Ability to Learning Learning Product/s Product/s IJV Market

adopt about about new ervice ervice product/se share
innovatio unfamiliar technolog quality cost rvice

n markets y price

Ability to adopt innovation 1.000

Learning about unfamiliar 
markets

,485(**) 1.000

Learning about new 
technology

.728(**) .287(*) 1.000

Product/service quality .551(**) .467(**) .655(**) 1.000

Product/service cost .463(**) .482(**) .454(**) .746(**) 1.000

IJV product/service price 0.246 .402(**) .322(*) .388(**) .595(**) 1.000

Market share .331 (*) ,578(**) 0.249 ,425(**) .509(**) .388(**) 1.000

Customer satisfaction .454(**) ,428(**) .500(**) .713(**) .574(**) .492(**) .506(**)

Profit ,443(**) .476(**) .423(**) .565(**) .650(**) .477(**) .645(**)

Cash Flow ,309(*) .462(**) .348(*) .425(**) .531 (**) .5 15(**) ,518(**)

** Correlation is significant at the 0.01 level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed).

Table 13.1 - Correlation Matrix of Reflective Indicators (continued)
Customer

satisfaction
Profit Cash Flow

Customer satisfaction 1.000

Profit .527(**) 1.000

Cash Flow .382(**) .770(**) 1.000

** Correlation is significant at the 0.01 level (2-tailed). 
* Correlation is significant at the 0.05 level (2-tailed).
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14 Appendix F

Statistics of Excluded Indicators
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Table 14.1-Statistics of Excluded Indicators

Constructs
Indicators

Rotated
Factor

Loading

Item-Total
Correlation

PCA
Communal

•ty
Focus
General administration *C.L. 0.681 0.568
Public/government relations *C.L. 0.662 0.746
Extent
Development of new products/services *C.L. 0.481 0.692
Capital expenditure approval *C.L. 0.543 0.759
Formal Mechanisms
Performance evaluation *C.L. 0.526 0.430
Supervision *C.L. 0.695 0652
Learning Performance
Learning about new technology *C.L. 0.500 0.476
Financial Performance
Productivity *C.L. 0.615 0.569
Financial Resources indicators *C.L. 0.660 0.626

*C.L. = High Cross-Loadings

335



15 Appendix G

Modified Model Reliability and Validity
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Table 15.1 - Individual Reliability Based on PLS Analysis - Modified Model
Construct
Indicator

Loading Communality

Interpartner Working Relationship
Information provided to each other 0.815 0.665
Trust 0.849 0.721
Comply with contract 0.821 0.675
Disagreements with partner(s) 0.692 0.479
International experience
International operations involvement 0.930 0.866
International operations tradition 0.953 0.908
Involvement in IJVs
Number of IJVs 1.000 1.000
Breadth of Motives
Number of Motives 1.000 1.000
Focus
Revenue and cost budgeting 0.875 0.766
Capital expenditure approval 0.792 0.627
Development of new products/services 0.738 0.544
Management of daily operations 0.864 0.746
Pricing policy 0.785 0.616
Finance management 0.832 0.692
Human resources management 0.828 0.685
Marketing and distribution 0.744 0.553
Extent
General administration 0.892 0.796
Human resources management 0.877 0.768
Management of daily operations 0.876 0.768
Marketing and distribution 0.734 0.539
Finance management 0.776 0.601
Public/govemment relations 0.670 0.449
Pricing policy 0.707 0.501
Revenue and cost budgeting 0.633 0.401
Formal Mechanisms
Formal authority relationship 0.803 0.645
Contracts 0.693 0.480
Planning and Budgeting 0.699 0.488
Structural Grouping and Departmentalisation 0.740 0.548
Standardised Procedures and Rules 0.751 0.564
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Table 15.1 - Individual Reliability Based on PLS Analysis - Modified Model (continued)
Construct Loading Communality
Indicator
Social Mechanisms
Rituals, traditions and ceremonies 0.620 0.384
Meetings and organised personal contact 0.792 0.627
Networking and other socialisation processes 0.651 0.424
Transfer of managers/lateral movements 0.698 0.487
Teams and task forces 0.717 0.513
Performance
Learning Performance 0.861 0.741
Product/Customers Performance 0.830 0.688
Financial Performance 0.790 0.623

Table 15.2 - Constructs Composite Reliability Based on PLS Analysis -
Model

Modified

Indicators C.R. AVE
Interpartner Relationship 4 0.874 0.635
International experience 2 0.940 0.887
Breadth of Motives 1 1.000 1.000
Focus 8 0.938 0.654
Extent 8 0.923 0.603
Formal Controls 5 0.857 0.545
Social Controls 5 0.825 0.487
Performance 3 0.867 0.684
Involvement in IJVs 1 1.000 1.000
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Table 15.3 -  Correlation Among Constructs (Square Root of AVE in Diagonal)_____  ___________
Interpar Internati Focus Extent Formal Social Perform Involve Breadth
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