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The Antecedents and Outcome of Control
Mechanism Design in Joint Ventures

Ming-CHang HUANG, MenG-YING LEE"

ABSTRACT

As global competition increasing, many Taiwanese companies direct invest in China. Many of them take
joint ventures (JVs) as an entry strategy to access the Chinese market, share risks and build up competitive
advantage. But there are many potentially risk in JVs, as that a JV needs control mechanisms to safeguard.
Based on transaction cost theory and social network perspective, this study explores the antecedents of control
mechanisms design in JVs. Empirical data was collected from Taiwanese firms which formed JVs in main land
China before 2005 by questionnaire survey and obtained 102 responses. The result showed that the more
importance the transferred resources were the more the formalization the control mechanism would be. We also
found the negative relation between social capital which correlated among partners and centralization, but
positive related with formalization and socialization. The interdependence between partners had positive
impact on socialization. The more ownership which Taiwanese firm had the more centralization the control
mechanism would be. Finally, the result also indicated that centralization was negatively correlated with the JV
performance. There was insignificant relationship between formalization and JV performance. Socialization
was positively correlated with the JV performance. These result showed that there was a complicated
interaction relationship between control mechanisms. The enterprises should focus on forming suitable control

mechanism to enhance JV performance.
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