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Abstrak

Stabilitas dan keberlangsungan (sustanaibility} international-equity-foiny-
venture (IEJV) sangat dipengaruhu, kalautidak ditentukan, oleh bagaimana
mekanisme kontrol manajemen yang dilakukan oleh perusahaan induk
(parents companies). Berdasarkan studi literature, saya membedakan
antaraduatipe rmekanisme kontrolmanajemen: dualdan singte manajemen
kontrol. Dalam artikelini, penulis membangun modelberdasarkan sebuah
premis bahwa mekanisme kontrol manajemen yang dilakukan ocleh
perusahaanindukakan mempengaruhu proses kagnitifdari Top-Manage-
ment-Team (TMT) dalam IEJV selama proses pengambilan keputusan
strategis. Kontrol manajemen ‘dual’' membuat proses kognitf TMT lebih
kompleks danberagam dibandingkan dengan kontrol manajemen 'single’.
Hal ini membuat konflik kognitif dalam kontrol manajemen ‘dual’ lebih
intens dibandingkan dengan kontrol manajemen 'single’.
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gzralures on intemational busi-

ness noted that mullinalional corporations
have increasingly used International-Eq-
uity-Joint-Venture {IEJV) as a vehicle for
Foreign Direct Invesimenl (Beamish 1987,
Killing, 1983). IEJV allows companies to
rapidly and economically complement
their own resources wilh those of other
firms (Hambrick et af., 2001). As an alter-
native to either full integration or simple
market exchange, the 1EJV facilitates in-
ter-firm leaming and transier of intangible
assets. Moreover, if the benefils deriving
from joint efforts, minus Lhe iransaction
costs specific to the formation and opera-
tion of the IEJV, remain grealer than the
sum of those banefits from exploiting firm-
specific advantage separalely, IEJV cre-
ates ‘synergies’ and enhances economic
rentstothe partners (Hennart, 1988). These
synergies can be the result of risk reduc-
tion, economies of scale and scope, pro-
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duction rationalizalion, convergence of
technologies and better lacal acceplance
(Harrigan 1988, Parkhe 1983).

IEJV is one of lhe contractual forms
that most frequenily used in stralegic alli-
ances. |IEJV refers to two or more firms
agree 1o set up a new entity, owned by
them, to carry out some activities in which
they are interested, although not neces-
sarily for the same reasons {Killing, 1983).
IEJV is a separate legal organizational
entity representing the partial holding of
two or more parents and require commit-
ments of its capital by participants
{Beamish & Banks, 1987). In this kind of
venture, at least one of its parents compa-
nies is located outside the country of op-
eration of the joint venture (Shenkar &
Zeira, 1987). This entity is subject to the
joint control of its parents firm, each of
which is economically and legally inde-
pendent of the other.

Allhough co-ownership of IEJY by
parent company Is a powerful means for
aligning ther interes, the lack of exclusive
ownership by either parenl and lhe pos-
sible lack of congruence between the

objectives and administrative systems of
parenis, represeni challenges lo the lask
ofdesigningeffective conlrol structure {Yan
& Gray, 1994; Luo, 1995). One line of
theary suggesis that because of their dual
contro! struclure and inherent polential
instability. IEJV that have a dominant con-
trolling parent will be the most stable and
successful (Killing, 1983). Thus, the ques-
tion of how parents should coordinate and
control IEJV operation is a significant and
challenging (Kumar & Seth, 1998).

IEJV has a specific characteristic, in
which there are more than two. parents
companies, and these conditions are be-
lieved will create difficulty to manage it
{Killing, 1983; Steensma & Lyles, 2000).
The source of problem could be each
parents have hidden agenda of the IEJV,
and it didn't write in the contractual pro-
cessduringthe development ofiIEJV (Zeira
& Newburry, 1999). These hidden inter-
ests will communicate with the IEJV man-
agers during the process of strategic de-
cision making, and the IEJV managers will
receive the information and direction dif-
{erent from each parenl. Such direclion
from parenis campany is perceived as an
impaortant thing, because it willbecome as
amain consideralion or condition of IEJV's
manager careers in the fulure (Killing,
1983). Thus, each manager will truly pay
attention what of inlerest of parenl com-
pany.

The main aim of this arlicle is to show
cancaplually the consequences of man-
agemenl contro] types, exercissd by par-
enl company, on IEJV's Top-Manage-
ment-Team {TMT) cognitive struclure, |
believe that the mechanism of manage-
ment control influence the interaction
among TMT members to make strategic
decision making. In this study, | will make
a comparison between two types of man-
agement contral: (1) single management
control, and (2) dual management contral.
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| assume that each management control
conlains different information lead and
type given by parent company.

Parents' Control

Literalures on IEJV argue that the de-
sign and implementation of an appropria-
te parents' control structure are crucial
elements of IEJV’s performance (Killing,
1983; Geringer & Herbert, 1989). Through
control mechanism parents companies
can distribute and accumulate competi-
tive advantage realized by IEJV's. Ano-
ther perspective considers that through
control mechanism, parents company can
synergy and harmenize the IEJV’s strate-
gies and activities to the parents’ strategy
{Stopfard & Wells, 1972). Such mecha-
nism allows parents company to imple-
ment global strategy. From the competi-
tion perspective, parents’ control also pro-
tect against the loss of competitive advan-
tage to the partner or some olher competi-
tor (Hamel, 1991; Geringer & Hebert,
1989). Parent company has the experien-
ce and knowledge on how to protect their
competitive advantage operating in inter-
national market {foreign parent company)
and also in diverse aclivities in local mar-
ket {local parent company).

| build upon Harrigan's (1988} insight
that conlrol mechanism is influenced by
the trade off between two factors: the
rarent’s need to control and the necessity
to have autonomy for IEJV's. Control allows
parent company to integrate the IEJV’s
activities with the overall strategy and ac-
tivities of the parent (Gullander, 19786) and
reduce the risk of agency problem. Howe-
ver, IEJV frequently fails to meet parents'
objective (Beamish, 1985; Kogut, 1988),
and are often unstable and short-lived
caused by parental conflict or lack of adap-
tability in the local market. On the other
hand, the necessity for autonomy comes
from the fact that local environmenl uncer-
tainty confronted by the IEJV needs cer-
tain amount of flexibility to deal wilh
(Harrigan, 1985). Highly following guidan-
ce and direction decided by parent com-
pany it is not only reduces the speed to
make strategic decision but also decrease
of creativity of IEJV's managers. Hence,
the quest to find the balance between the
necessity lo contral and, in the same time,
allow managers in local market adapt with

unslable environment becomes important

From the standpoint of games theory,
IEJV is considered as a mixed molive
games between partners who cooperate
and compete simultanecusly (Hamel et
al., 1889). According to the negotiations
perspective, the relative bargaining power
of each parent company shapes the pal-
tern of management control. Negotialion
and bargaining power can be described
using resources dependence theory
(Pfeffer & Salancik, 1978). This thought
main-stream suggests that the posses-
sion or control of crilical resources consli-
tutes power in inler-organizational rela-
tions. If a firm contributes more critical
resources to an organizational arrange-
mentthanits partner, itwill be more power-
ful than Ihe partner in the partnership
between them. Put simply, the relative
bargaining power of parent company is
determined by who brings what and how
much to the venlure (Hamigan, 1986). A
partner gains bargaining power if the joint
venture depend heavily on resources it
contributes that are costly or impossible
for other partners to replace and cntical to
the venture’s success.

Despite the importance of this ques-
tion, there is still limited systematic evi-
denge on the complex and multidimen-
stonal phenomenon on IEJV control struc-
ture. Geringer & Hebert (1989) note two
deficiencies why these situation is happe-
ned; {1) most previous studies are not
integralive across mechanism. Parents
campanies might use many possible
mechanisms to control IEJVs, bul each
study cansider only one or two of these
rather lhat the range of mechanisms. (2)
Most previous studies do not recognize
thatthe value of a particularcontrol mecha-
nism is hkely to vary across siluation or
explain the factors that might underlie this
siualional variation.

Literature on this line noted that parents
controls mechanism could be dominant,
autonomy, shared and split control
(Hambrick et af., 2001). Dominant control
is happened when lhe IEJV is managed
entirely by one of the parents, with the
other parent playing a more passive rele
(e.g., often supplying only capital as a
requirement of equity joint venture). The
second type of IEJV is the ‘Independent' in
which the IEJV general manager is given
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considerable autonomy, including in
managerial position hiring; in many cases,
mostorallofthe IEJV senior managersare
hired externally, with no particular ties lo
the parents, and hence, little potential 1o
form coalitions along parent company in-
terest. Shared control is mostly a dual
control, in which bolh parents exercise a
high degree ofinfluence overthe venture's
full range of decisions. In this mechanism
parents tend to place their own delegates
into as many managerial positions as they
can reasonably securs, they are interes-
tedin, and feel dependent upon the mana-
gers in the position filled by other parent.
The second type is *split contral', in which
both parents are involved in the manage-
ment of the IEJV, but they agree to control
distinct functional areas (Geringer &
Herbert, 1988).

From the fourth of the type of control, |
will focus on dominant control and dual
control (shared and split control). Dominartt
conirol in which only ane parent that in
charge in the management control, it
means there's only one interest that TMT
inIEJV must be considered. Inotherwords,
IEJV's TMT deals with one interest and
task order from the share holders. In con-
lraire, face dual control, TMT deals with
more than one interest and source oftask
order. Thus it could make the process of
strategic decision making in the venture
more complex. They must deals with the
ambiguity of information, conflicting inte-
rest, parents’ conflict, and political game
caused by dual contro! mechanism in
IEJV's operations.

Top Management Team (TMT} in 1IEJV

IEJV's top management team (TMT)
refers to the management people, com-
posed by relalively small member, of hig-
hest-ranking managers (Hambrick ef a/.,
2001}. This group typically includes he
general manager (if such a position exist),
and other managers who reporl direcily to
general manager or other form of highest
structural rank {e.g., counlry manager,
president director ar operalion manager).
Unit of analysis is TMT as a group of
leaders rather than individual entity be-
cause managers often work in teams to
make strategic decision because the com-
plexity and ambiguity of the issues wilh
which they must grapple can overwhelm



lhe capacities of any individual {Child,
1972; Hambrick & Mason, 1984; Mason &
Mitroff, 1981). Therefore | prefertousathe
cancept of group or team to indicate lhe
imporntance role of managers ralher than
individual dimension. Hence the level of
analysis in this article is the collective
dynamism among the member of mana-
gementteamin [EJV. Accordingly, ateam's
decision-making effectiveness depends
in part upon its members cooperative-
ness in providing information and in fully
airing differances in assumptions and in-
terpretations {(Schweiger et /., 1989).

Control of management position is a
central issue in KV negotiations, and pa-
rents companies are assumed consis-
tently seek to have representation in the
management of the ElJV. The highest
structurat position like general manager
position is seen as most crucial because
of the authority power to decide strategic
decisions and resources. It is not surpri-
singly that during the formation of mana-
gement team, parerts companies intensify
the exercise of their bargaining and nego-
tiation power to secure sirategic organiza-
tion position. The formalion of manage-
ment team is best explained by resources
dependency perspective. If one pariner
has a dominant equity position or some
other basis of power (e.g., critical techno-
logy or local market competency) it can
usually secures top position (Child & Yan,
1999). The parent who does not win the
top position will argue strengly far other
slots, somelirnes even proposing the crea-
tion of special positions {such as deputy
general manager or director of adminis-
tration) as a way ot obtaining the desired
level of representation in the manage-
ment of the IEJV. Consequently, conflic-
ting siualion is embedded during TMT
formation.

However, IEJV's TMT is believed in-
herently coalitional, as jointventure mana-
ger also serve as ‘representatives’ or 'dele-
gates’ of their respective parents
(Hambrick et &/., 2001). As described be-
fore that each partner will struggle to ob-
tain the favorable posilion to secure their
interest in |IEJV. Each partner is believed
have different interest, objective and
agenda during the formation of alliance.
This situation will be more complex in the
international strategic alliance rather than

local stralegic alliance. The different of
management culture, administration treat-
ment, and organization strategy and cul-
ture of parents company make the forma-
tion of TMT becomes difficult. If there is nat
a strong commitment and a high degree of
understanding among Parents Company,
then IEJV will be ended in earlier than
expected.

People placed on the TMT are be-
lieved will have a high degree of work
stress. Onthe one hand, lhe managersare
expected to focus and lo maximize on the
IEJV objectives. But, as an cutgrowlh of
theinherent strains in having two (ormore)
owners who may have conflicting agenda,
IEJV's managers are also expected 1o
protect their own parents company’s inler-
est and ensure that their counterparts do
not try to abuse those interest (Child ef af.,
1897; Mjoen & Tallman, 1997; Yan&Gray,
1994}. Parenls Company has a hidden
agenda of IEJV, and the problemis it does
not write in the eantractual process during
the development of venlures (Zeira &
Newburry, 1999}, These hidden interests
will be delivered during the IEJV activities
and operations. Therefore each parent
company tries to limit the possibility of
partner opportunist behavior through it
representative (manager) in TMT. The
role of managers in TMT is not only to
maximize e IEJV's objective but also as
a protector of their parent company's inte-
rest. Managers in this siluation receive the
information and direction from different
parent cornpany.

Cognitive Process during Strateglc
Decislon Making

The cognitive psychologist studies
human percepticns and the ways in which
cognitive processes operate to produce
responses. Cognitive processes {which
may involve language, symbals, orimagery)
include perceiving, recognizing, remem-

‘bering, imagining, conceptualizing, jud-

ging, reasoning, and processing informa-
tion for planning, problem selving, and
other applications. The challenges of
studying human cognition are evident
when one considers the work of the mind
in processing the simultaneous and some-
times conflicting information presented in
daily life, through both intemal and exter-
nal stimuli.

Analyzing cognitive structure is impor-
1ant because of it influence on strategic
deciston making inan organization. Howe-
ver, Mintzberg et af., (1976: 246) define a
strategic decision as one which is ‘impor-
tant, in terms of the actions taken, lhe
resources commitied, or the precedents
set’. More specific strategy making can be
conceplualized as a key process requiring
purposeful design just as product deve-
lopment, production, order fuffillment, or
service quality represen! critical firm pro-
cess. Hambrick and Mason {1984} arque
that the strategies and the effectiveness of
an grganization are reflection of the value
and cognitive bases of its powerdul actors.
Strategies are abstraction in the mind of
managers (Mintzberg, 1987) and they
emerge from sels of ideas and constructs
through which problems are identified and
interpreled {Hedberg & Jansson, 1977).

In this research, | focus on cognitive
struclure and process of TMT in IEJV,
Such cognitive stnucture will be analyzed
based on two categories: (1) divarsity, and
(2) complexity. The cognilive process
during strategic decision making will in-
vesligated from the cognitive conflict point
of view. General assumption on this re-
search is there is a close linkage among
cognilive . diversity, cognitive complexity
and cognitive conflict among TMT mem-
bers. However it is not happened auto-
matically. Considering the dislinctive na-
lure of IEJV, thus contral mechanism exer-
cised by parents companies as a main
cause of cognitive structure and process
of TMT members.

Cognitive Diversity

Cognitive diversity is defined in terms
of differences in belief and preferences
held by TMT. More specifically, cognitive
diversity refers to variation in belief con-
cerning cause-effectrelationship and varia-
tion in preference conceming various goals
for the organization (Miller, 1990). Such
variation underlies differencesin perspec-
tives that end to enduring beliefs and
preferences tend to create disagreement
when specific strategic issues are being
considered. The source of cognitive diver-
sity comes from wide array of causes such

" as; the diversity of task or funclional activi-

ties held by managers, and the diversity of
personal background (e.g., level and type
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of education, socio-culiural, economy
power, and environment). Researches
proved that the diversity of the TMT mem-
bers, based ondifferent nationality, influen-
ce the cognitive diversity in the team
(Hambrick et af, 2001). This cognitive
diversity stems from the influence that
nationality has on one's knowledge, val-
ues, cognitive schema and language hold
by each manager.

In an organization this diversity cannot
be eliminated. The most important thing is
how an organizalion manages this kind of
diversity. Cognitive diversity can ba con-
sidered a resource for effective manage-
ment of IEJV, as divergent points of view
and knowledge basas are brought to bear
on problem solving. Bantel and Jackson
(1989) argued that when salving com-
plex, non-routine problems, groups are
more effective when composed of indi-
viduals having a variety of skills, knowled-
ge, abilities and perspeclive. This situa-
tion enables the process of decision mak-
ing mare comprehensive (Fredrickson,
1984; Fredrickson & Mitchel, 1984). Wide
array of perspective and paint of view will
be mobilized to analyze, evaluate and
choose solution for a2 given problem or
opportunity. Schweiger el al., (1986) have
found thal conflict-inducing technigues
contribule to the effectivaness of strategic
decision-making groups

However, the cognitive diversityin TMT
also gives negative conseguences. An
abundant stream of research indicates
that group diversity engenders conflict
(e.a., Miliken & Martins, 1998; Pelled,
1996). This well-known tendency is a dt-
rect outgrowth of the fundamental human
tendency for pecple la be drawn to, like,
trust, and communicale wilh others like
themselves, and to avoid, distrust, and
dislike those who are dissimilar, Differen-
ces in readily apparent personal charac-
teristics (e.g., gender, race, age) have
been fountto particular give rise to mistrust
and dislike in-group setling, as a result of
slereotype.

The direction of the effects of cognitive
diversity with comprehensivengss, how-
ever, is unclear, wilh some arguments
suggesling positive effects while others
suggest negative eflects. Positive effect
suggests when there are many disagree-
ment surrounding an immediate opporiu-

nity or threa\, or a long-range plan, aware
of maore issues, more ways of viewing
each issues, more altemative courses of
action. Once aware of the rang of issues
and options, TMT can discuss them, com-
mission relevant analyses, hire consul-
tants for help in areas of weak knowledge,
and so on, If there are few or no disagree-
menis at the outset, TMT is less Tikely to
consider a wide range of issues and op-
tion because they simply would not think
of many prablem. Lant et al., (1992) point
out, disagreement can result in more ex-
tensive discussion of stralegic options,
more leaming opportunities, and, thereby,
reduce the like hood of a groupthink-type
phenomenaon accurring.

Argument suggesting cognitive diver-
sity negatively affects comprehensiveness
is diversity often implies disagreement
over strongly held preference and beliefs
that will not be compromised. Thus, exten-
sive decision-making may lead la head-
butting rather than toissue resolution. if so,
one or a few executives may quistly ad-
dress strategic issuss behind the scenes
whiile not opening up the process to others.
In such condition, existing execulive di-
versity would not have a chance 1o cause
further analyses or debates.

Cognitive Complexity

Caognitive complexity refers ta the de-
ares to which elemenls within a construct
systems are difierentiated yet integrated
and has been demaonstrated in a wide
array of research. The complexity of cog-
nitive structure is needed by TMT during
strategic decision making. Strategic pro-
blems and strategic decisions making are
complex (Minzberg ef af., 1976; Lyles &
Mitroff, 1981; Mason & Mitreff, 1981}. En-
vironments become more complex as in-
ternational compelilion and knowledge
flows develop and the scope of some
diversified multinational companies
(MNC) adds even greater complexity
(Prahalad and Doz, 1987). Ginsberg
(1989) also argues that the management
of diversified companies requires an ade-
quate level of ‘socio-cognitive’ complexity
atthe level of lop management. Inline with
the argumenis handling diversity requires
high cognilive complexity from TMT in
arder to embrace the complexity of his or
her environment {Calari ef al., 1994).
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Jacgues (1990) has recently argued
that differenl levels of cognitive complexity
are needed at different hierarchical levels
as a function of the task. Different level of
organization hierarchy has diferent task
complexity. This function characteristic is
believed will influence how people think in
each hierarchy level. If ones situated in
higher hierarchy level, they face high com-
plexlask-related and personal-related job.
Thus people in this situaticn have more
complex cognitive siructure compared to
peopte situated in lower hierarchy level.
However, Simple siructures may there-
fore develop over time into complex ones
by theinclusion of new experiences (Lyles
& Schwenk, 1992).

Complexity in knowledge stnuctures is
considered as a mullidimensional ceon-
struct, best assessed with multiple mea-
sures (McNarnara et al., 2002). As Lurigio
and Caroll {1985) demonstrated, com-
plexity can be seen in both the number of
categories identified by a respondent and
the amount of dala points coded into each
category. There is more agreement in
defining individuals or group cognitive
complexity. According tocomplexity theory,
the complexity of an individual conceptual
system is determined by two interdepen-
dent aspects: ihe number of part of dimen-
sions of the syslem andthe nature and he
extent of rules for integrating these parts.

High cognitive complexity among the
leam can te highly dysfunctional unless
integration is achieved. Particularly socio-
cognitive complexity may be dysfunctonal
intheimplementlation ofstrategy (Ginsberg,
1990). The principle role of TMT is as a
cognitive imegrater (Bougon, 1692). In order
to play this inlegrative role the TMT may
need high cognitive complexity. People
with a higher level of cognitive complexity
lend to have a higher tolerance for ambigui-
ty, assume [eadership roles and more
capable of taking the perspective of others
and resolving conflicts cooperatively,
However, the degree of enviranmental
complexity may influence the degree of
cognitive complexity (Hedberg & Jonsson,
1978). In complex situation high cognitive
complexity should lead more accurate
perception and more effective behavior.
Corporate executives with more complex
construction systerns manage business
diversity more effectively (Ginsberg, 1989).



Coagnitive conflict

Cognitive confiict refers to task-oriented
differencesinjudgmentamong TMT mem-
bers. Jehn defines cognitive conflict as
‘disagreements abourt the conlent of the
tasks being performed, including differ-
ences in viewpoinls, ideas and opinions’
(1895:; 258). Cognitive conflict concems
with the presence of issue-related dis-
agreement among members. Cognitive
conflict is likely to arise in groups that, like
boards, are interdependent and face com-
plex decision-making tasks. Because the
issues facing boards are complex and
ambiguous, board members are liable to
characterize issues differently and 1o hold
different opinions about what the appro-
priale responses to these issues (Dutton
& Jackson, 1987).

In addition, cognitive conflict results in
lhe consideration of more altemalives and
lhe more careful evalualion of alterna-
lives-processesthat contribule to the qual-
ity of strategic decision-making in uncer-
tainenvironments (Eisenhardtetal., 1997).
Arguing and debate conceming task-related,
and not emotionally side, increase vari-
ables analyzed during decision making.
Watsonand Michaelsen (1988) have found
that groups perferming an intellective task
perform better when their interaction be-
haviors feature the inclusion of multiple
viewpainls and the exchange of both posi-
tive and.negative comments. One prob-
lemn will be treated in different ways from

wide amay of perspective. This situaiion
increase the quality of decision will be
decided that is decision more caompre-
hensive, adaplive, and has high of com-
mitment from TMT. Previous studies
{Schweiger &t al., 1986) have shown that
groups using structured methods of task-
oriented conflict (such as dialectical in-
quiry or devil's advocacy) during deci-
sion-making produced higher quality reco-
mmendalions than groups using agree-
mentseeking processes. However, agree-
ment seeking processes led to greater
member satisfaction with the group and
higher acceptance of their group's deci-
sion (Knight et al., 1989).

In spite of these beneficial effects of
cognitive conflict, cognitive conflict also
can arguse negative emotions (Nemelh &
Slaw, 1989) thal diminish interpersonal
altraction among members. Findings by
Jehn (1995) and Schweiger and col-
leagues (1986) demonstrate that mem-
bers of groups with high levels of cognitive
conflict experience lower levels of satis-
faction with the group and express less
desire to remain with the group. Mace
(1986) found evidence that these dynam-
ics can apply to groups as well. Because
of the pressures of their competing re-
sponsibilities, many directors respond to
nigh levels of cognitive conflict on the
board by reducing, rather than increasing,
their comrmitment to the board.

- Figurel .
Conceptual Framework of the Effect of Monogement Control Type
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The Consequences of Type of Control

I focus in this article by making a com-
parison between single and dual mana-
gement control in the cognitive process of
TMTinEJV. |believethatbasedon charac-
teristics of each managementcantrol type,
both single and dual management control
has different conseguences during strate-
gic decision making. However, Lhe effect
of type management control does not in-
fiuence directly to the cognitive process of
TMT. There is a significant different of
information content and amount should
be treated in each management control
type. Dual confrol is assumed will have
more information from Parents Company
than single managerment control. The
conceptual framework could be seen as
below:

Parents Contrel Type and Information
Complexity

This study assumes that the configura-
tion and type of parents control during the
process of slrategic decisian making in
IEJV. Strategic decision is important and
involved the resources commilied
(Minizberg el al., 1976), thus itwill have an
imporiantimpacteftheventures asawhale
and will have a significant efiect on the
IEJV" long-lerm performance. The impor-
tance of resources committed and ils con-
sequences makes each parent company
will ensure ils interest will be protected by
managers in the ventures. Such situation
makes strategic decision making process
becomes conflicting and high-tension
embedded (Killing, 1983; Lyles & Salk, 1596).

In this research, | argue that there are
two types of parents caontrol which are
determinant o influence IEJV operations;
{1) dominant control and {2} dual control.
Darminant control refers to the one mana-
gemenlparent whom controls and influen-
ces {he strategic decision making in lhe
IEJV (Killing, 1983}. In cantrast, dual con-
trol associates with the type of manage-
ment conlrol which both parents agree to
exercise a high degree of influence over
the 1IEJV's full range of strategic decisions,
split control happened when bath of par-
ents are involved in the management and
they agree to contlrol distinct functional
areas (Yan & Gray, 1984). According to
Hambrick et af., (2001} dual control con-
sists of shared and split conlrol. Howaver
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| do not make a distinction betweaen shared
and split control. During the process of
siralegic decision making, either shared
contro} and split conlrol have the same
characteristics such as; {1) the managers
inthe such of conlrol are represent of each
parents company, (2) no mafter, either
exist distinction precise offunctional areas of
themanagers or not, the strategic decision
maker in the ventures will receive informa-
tion and interast from each of the parents,
(3) the process will involve two type of
rmanagers, in whom each of type manager
hold the different resource. |
More than one parent company that
conlrol and influence strategic decision
making means mora than one source of
information received by the managers in
the ventures. Each parent company gives
and transfers instruction and direclion to
ventures' managers. The situation could
be worsl when parenls company's in-
struction and information are conflicting
rather than complemeniarily, while diffe-
rent parent company’s interest must be
considerad by the managers. In ather side,
the managers in the dominant contro! will
only received single instruction and infor-
mation from one parents company. Thus
the managers in the dual control types will
dealswithmorsinformation thanthe mana-
gers in the dominant centrol. Thus the
managers in the dual control types will
deals with more complex information than
the managers in the dominant confrol.
Proposition 1: Top management team
(TMT) in the venture will have more
complex information during strategic
decision making, when they deal with
dual control siructure rather than those
in the dominant control structure

Information Complexity and Cognitive
Diversity

Organizations need fo develop their
knowledge structure through the process
of information and their knowledge struc-
fure, and the organization is the arga-
nisms as well as individual in the universe.
Recently, there is a growing utilization and
application of information science for ana-
lyzing organization from the point of view
information aspect (Daft & Weick, 1984;
Smith et af., 1991). The central interest in
the information’ literature is information
process and such process has an objec-

tive to reduce uncertainty from a prablem
given (March & Simon, 1958). The uncer-
tain condition faced by an organization not
also come from the lack of information
regarding the environmental factors, bul
also overload information received by the
organizalion will create uncerain condi-
tion (O'Reilly, 1980). Organizations under
high informaticn load would tend to employ
these uncertainty reducing behaviours in
order to reduce their perceived uncer-
lainty. Inthe eondition of overoad informa-
tion, the organization increased beyond
the capacity ofthe systemnto processthem,
the level of stress and confusion increased,
and breakdowns in servite occurred.
Being ‘overloaded’, similarly, the danger
of 'not getting the ward' or receiving to little
inforrmation also are intuitively obvious
(O'Reilly, 1980}. Thus information intelli-
gence needed to reduce the uncertain
condition both in the overioad and under
load information.

Information from parents companies
could be instructions, mandates, assign-
ments, and directions ransferred to ven-
lures’ managers. As slated before that
dual management control involve more
than one Parents Company to coardinate
and to control IEJV's activities and opera-
lions. Consequently, managers will re-
ceive more han cne assignment and di-
rection and sometime conflicing. Face
with this situation, the member of TMT
maore divargent in terms of their opinicn,
ideas and perception of what had bheen
demanded by parenis companies. This
situation results diversity in the perception
of TMT members. Befare this diversity will
be realized in terms of individual and
collective action, it manifest in the cogni-
tive contaxt.

Cognitive diversity is defined in terms
of differences in belief and preferences
held by TMT members within veniures,
More specifically, cognitive diversity re-
fersto variationin belief concerning cause-
effect refationship and variation in prefer-
ence conceming various goals for the
organizalion (Miller at al,, 1998). Such
variation underlies differences in perspec-
tives that end to enduring beliefs and
preferences tend to create disagreement
when specific strategic issues are being
considered. It is not only the inlemational
context of joint venture {e.g., different of
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nalional culture, language, and business
practice between parent company) that
confributes the cognitive diversity but also
the different of direction and interest of
parent company must be fulfilled by ven-
tures' managers play an important role to
create cognitive diversity.

Managers in the dual management
control recefved more information rather
lhan single management confrol. It is not
only the arnount of infarmation but also the
characteristics (e.g., conflicting, comple-
mentary, symbolic message) of informa-
tior will determine the cognitive diversity
in the TMT members. | consider that the
instructions and directions of Parents
Company arethe factors must be conside-
red during stralegic decision making. The
degree of information complexity should
be managed by managers increase lhe
cognitive diversity among them. This situ-
ation is quite different in the venture when
there is only one parent who controls
IEJV’s operation and activities. Managers
have only one direclion and assignment.
This situation reduces the complexity of
information faced by managers. Conse-
quently, managers in that situation have
smaller diversity about the goals and stral-
agies must be taken.

Proposition 2: Face with more
information complexity, TMT inthedual
management contrel will have more
cognitive diversity rather than those in
the single management control
structure

Informatlon Complexity and Cognitive
Complexity

As growing information must be
handled and treated in IEJV, managers
need cerlain capacity in the informalion
gathering, collecting, and interpreting
(Wally & Baum, 1994}. In other words,
each manager in the venture should de-
velop their knowledge structure through
the process of inforrmation and knowledge
structure. Simple cognilive structures may
thergfore develop over time into complex
ones by lhe inclusion of new experiences
{Lyles & Schwenk, 1992). Pulsimply, when
managers habitually deal with complex
information it will form how the managers
treat uncertainty, ambiguous and conflic-
ting information. In contrast, when envi-
ronmental information is less complex,



managers do nol need o develop com-
plex cognitive structure to handle infor-
mation.

As stated before, dual management
control provides higher degree of infor-
mation complexity (e.g. the amount, the
ambiguity, the uncertainty and the con-
flicting information) rather than single
managerment control. Such information
complexity come form more than one pa-
rent company that conlrols the venture
and each parent company has its own
agenda and oppertunity behavior praba-
bilistic 1o ventures' activities. Single direc-
tion from parent company simplifies the
clarity of information and assignment re-
ceived by managers. Brief, managersface
lower degree of information complexity in
the single managemen! contral.

Highdegree ofinformaticnis assumed
influence and form camplexity of cognitive
struclure of the TMT in the ventures. The
TMT can be viewed as a cognitive integra-
tor in high degree of uncerainty (Bougon,
1992). In order to play this integrative role
the TMT may need high cognitive com-
plexity as suggesled by the arguments
developed by Bartunek (1983). People
with a higher level of cognitive complexity
tend to have a higher lolerance for ambi-
guity, assume leadership roles, are more
capable of taking the perspective of others
and resolving conflicts cooperatively. The
degree of environmental information com-
plexity may influence the degree of cogni-
tive complexity {(Hedberg & .Jonsson,
1978). In complex situation high cognitive
complexity should lead more accurate
perception and more effeclive behavior
(Bartunek, 1983).

Proposition 3: Face wilh more
information complexity, TMT inthe dual
management control will have more
cognitive complexity ralher than those
in the single management control
structure

Informatlon Complexity and Cognitive
Coanflict
As stated above that cognilive conflict
" differ significantly to affective conflict. Lite-
ratures on this field recorded that this kind
of conflict associates with task-relaled and
non-personal conflict. High cognitive con-
flict means that managers have high disa-
greement about the problem statement

and ils soluticn. The different of idea, per-
ception and judgment are commaon Situa-
tion in high cognitive confiict. Cagnilive
conllict is likely to arise in groups that, like
boards, are interdependent and face com-
plex decision-making tasks. Because the
issues facing boards are complex and
ambiguous, board members are fiable to
characterize issues differently and to hold
different opinions aboul what the appro-
priate responses to these issues.

Cognitive conflict involves the use of
‘critical and investigative interaction pro-
cesses’ during decision making process
{Amason, 1996: 104) ihat can enhance
the TMT perfarmanca in the ventures. The
presence of disagreement and critical in-
vestigation on the Parents Company may
require TMT in the venlure to explain,
justify, and possibly modify their positions
animportant sirategic issues and to enler-
tain alternalive perspectives and courses
of action. Moreover, the existence of cog-
nitive conflicton the TMT intheventurecan
serve to remind management of the power
and role of lhe board (parents) and of tha
importance of considering shareholder
interests inthe formulation of strategy even
beyond the boardraom.

Itis assumed thatin duai management
control, TMT in the ventures deal more
complexinformation received from parent
company. This siluation influence how the
member of TMT thin and interpret a strate-
gic and tactical issue. Each parent com-
pany gives its opinion, instruction and
assignment. Face withthis situation, IEJV's
managers will choose the appropriate
information based on iheir background
(e.g., educational, nalionality, interest of
parent company who assign them) and
individual interest. The diversity of idea
and opinion of each TMT's member in-
crease because each person has its own
perception and judgment. This situation
will be different when thera is only one
parent company that conlrols the venture.
The unique assignment and directionfrom
parent company reduce ihe uncertainty,
ambiguous and conflicting information.
Accordingly, TMT have more consensuses
and agreement about the information re-
ceived from parent company because its
informalion clarity higher relalive com-
pared to dual management control. Based
on this consideration, | argue thal high

cognitive conllict among TMT members
will be higher in dual management con-
trol rather than in single management
cantrol.
Propaosition 4: Face with more
informalioncomplexity, TMTinthe dual
management control will have more
conflict rather than those in the single
management contrel structure

Cognitlve Diversity and Cognltive
Complexity

Cognilive diversity is defined in terms
of differences in telief and pralerences
held by TMT memberwithin thefimn {Kilduff
el al., 2000). More specifically, cognitive
diversity refers to variation in bglief con-
cerning cause-effect relationship and
variation in preference conceming vari-
ous goals for the organization (Miller et al.,
1998). Suchvariaticnunderliesdifferences
in perspectives that end to enduring be-
liefs and preferences lend to create dis-
agreement when specific siralegic issues
are being considered.

The relation between cognitive diver-
sity and cognitive complexity based on
several considerations: (1) the diversity of
cognitive structure of issues and options
necessitates TMT members discuss them
and hire consultants for help in areas of
weak knowledge, and so on. If there are
few or no disagreements at the oulset,
TMT member are less likely lo consider a
wide range of issues and option because
they simply would not think of many prob-
lemn. Disagreement can resull in more
extensive discussion of strategic aptions,
rnora learning opportunities, and, thereby,
reduce the like-hood of a groupthink. (2}
The second argument is a simple argu-
ment put forth by Fredrickson and Mitchell
{1984). When they are many disagree-
menls in strategic decision-making, TMT
members are mare likely to expend the
cognilive resources necessary for mare
analyses, more discussion and debate. In
other words, the needs to resolve dis-
agreemenis make TMT members must
consider wide array of alternatives and
perspectives from different point of view.
Accordingly, TMT's cagnitive structure
becomes more complex because the
evaluation and assessment of strategic
problems given is more comprehensive in
than in less TMT cognilive diversity.
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Diversity in the cognilive structure is
befieved will have significant impact of the
complexity of callective cognilive struc-
ture. TMT members must consider the
other ideas and opinions. Communica-
tion process and network among mem-
bers becomes more complex. ln which,
each person will be related and commu-
nicate hisfher opinion to persuade that his/
ber solution is the best solution. Another
scenario the inter-related opinion is
needed to facililate and to enhance com-
mon understanding between TMT mem-
bers. Each person in TMT should nol
consider his/her own opinion and ideas
but also the others. From the collective
phenomena, TMT as a group will have
mare cognitive complexity when cogni-
tive diversity among TMT member is oc-
curred.

Proposition 5: High degree of cognitive

diversity in TMT's members influence

positively cognilive complexity among
them

Cognitive Complexity and Cognitive
Conflict

A streamn of research indicates that
group diversity and complexity engen-
ders conflict (Pelled, 1996). This well-
known tendency is a direct outgrowth of
the fundamental human tendency for
people to be drawn to, like, trust, and
communicate wilh athers like themselves,
and to avoid, distrust, and dislike lhose
who are dissimilar (Tsui & O'Heilly, 1988).
Differences in readily apparent personal
characteristics {e.g., gender, race, age)
have been fount lo particular give rise 1o
mistrust and dislike in-group setting, as a
result of stereotype. In addition, cognitive
conflictresulls in the consideration of more
alternatives and the more careful evalua-
lion of alternatives-processes that contrib-
ute to the quality of strategic decision-
making in uncerlain environmenis.

Schweiger et al., (1986) have shown
in their study thal groups which composed
of wide array of ideas, opinion and judge-
ments among its members will use struc-
tured methods of task-orienled conflict
{such as dialectical inquiry or devil's advo-
cacy} during decision-making. These
kinds of method will produce higher quali-
ty recommendations than groups using
agreement seeking processes. However,

agreement seeking processes led o
greater member satisfactionwiththe group
and higher acceptance of their group's
decision {Knight ef af., 1898}. Watson and
Michaelsen (1988) have found that groups
performing an intellective task perform
betler when their interaclion behaviors
feature the inclusion of multiple viewpoints
and the exchange of both positive and
negative comments. With more discuss
and debale during strategic decision in
the ventures, TMT members will logk the
problemfrom many aspecls, becauseeach
member insist with his opinion of the stra-
tegic problem. Put simply, high cognitive
complexity induces high cognilive conflict
among TMT members.
Proposition 6: The complexity of
cognitive process among TMT
members influence pasitively the for-
mation of cognitive conflict in the TMT

Conclusion and Further Research

As we nole earlier that, IEJVs inberen-
tly unstable because of the opportunistic
lendencies of each parent company and
thesetendenciestoactepporiunisiic make
parental conflict greater. Facing with the
greater conflicl of parents, TMT in the
venture deals with the unceriain environ-
mentinthe strategic-decision-making- And
the idea of confiict as a source of uncer-
tainty is thus neatly caplured {Bennet &
Cropper, 1880). This situalion gives a big
impact on TMT cognilive structure and
process during strategic decision making
in the IEJV.

Dorminant and dual control have diffe-
rent characleristics of parents interest, in
dominant cantrol there will only one par-
ent who will in charge and influence the
strategic decision making in the veniure
andin other side the dual control, there will
we moare than one parents company who
could influence the stralegic decision
making in the venlures. More than two
parents company, it means more than two
source of information received by the
mariagers in the ventures during the pro-
cess of strategic decision making. In other
side, managers in dominant conlrol, will
only received single instruction and infor-
malion of the parents company. Thus the
managers in the dual control types will
deals with more information than the man-
agers in the dominant control.
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The dual management control arise
the prablem of coordination and transac-
tian costs that ultimately reduce the value
of the venture (Geringer & Heberl, 1989).
If one parent company has dominant con-
trol, decisions will be less time consuming
and easier to make. Indeed, some studies
have found that shared or balanced control
leadsto positive outcomesbecause of higher
levels of trust and mutual forbearance
{(Beamish & Banks, 1987). In dual mana-
gement control the TMT members spend
more time 1o collect and analyze 1he infor-
mation from parents companies. The in-
formation receives is more diverse, com-
plex, ambiguity and conllicting rather than
in single management control. This situa-
tion makes the TMT in dual managemernt
control have cognitive structure more di-
verse and complex rather than in single
managemeni control. Consequently, TMT
in dual management centrol spend more
time and energy to discuss and to exchange
opinionand perspectivemorefrequentrather
lhan TMT in single management control,
Thus, TMT in dual management control
expetience mare cognilive conflict rather
than TMT in single management conlrol.

However this research has several
fimitations: (1) it does not consider the
differences between ownership and man-
agement control proposed by Yan (1998},
(2) | do not involve the concepl of rote
conflict and role ambiguity during analy-
zing {he interaction between TMT and its
parent company. Such concept would be
imporiant, especially, in analyzing the
cognilive structure and process in IEJV's
TMT. Operationalization of these variables
and the necessity o enter the field are the
main activities needed to be elaborated of
this research. These activities are impor-
tant 1o see the relalion among variables
based on empirical data.
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