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Small and medium sized enterprises (SMEs) are known 
for being less prone to international expansion due to the 
many hazards and challenges that are difficult to face with 
limited financial and managerial resources. Joint Ventures 
(JVs) with foreign partners may thus represent strategic 
weapons for growing internationally, reducing the risks of 
investments in uncertain environments and allowing ac-
cess to critical resources not available otherwise. However, 
due to the high uncertainty of the future behaviour of part-
ners with different national cultures and the complexities 
related to the entrance in new foreign markets, SMEs usu-
ally engage in JVs only at domestic level and are reluctant 
to engage in such ventures internationally. Drawing on re-
source dependence and agency theory, we hypothesize and 
test that the board of directors has an important effect on 
the willingness to engage in international JVs. Specifically, 
we found that board interlock ties to other firms increase the 
likelihood of SMEs to engage in international rather than 
domestic JVs. Moreover, we found that the positive effect 
of board interlocks on the formation of international JVs is 
amplified when there is high ownership concentration. Our 
study aims to contribute at both theoretical and practitio-
ner level to the literature at bridge between governance and 
internationalization of SMEs.

Rivista Piccola Impresa/Small Business
n. 2, anno 2020 

Codice ISSN 0394-7947 - ISSNe 2421-5724

PICCOLA
IMPRESA
S M A L L  B U S I N E S S



100

1. Introduction

Joint ventures (JVs) – i.e. “organizational arrangements where two or 
more independent organizations establish and maintain a separate legal 
organizational entity to collaborate for mutual strategic interests under an 
incomplete contract” (Nippa and Reuer, 2019: 566) – represent important 
strategic vehicles for gaining access to new technologies, to combine part-
ner strengths and to diversify risks (Volberda, 1996). Moreover, in the cur-
rent global scenario, where firms are put under an enormous pressure to 
quickly adapt and change, the formation of JVs is drastically increasing not 
only domestically, but also at the international level (Beamish and Lupton, 
2016). International JVs (IJVs), which are formed when “at least one par-
ent is headquartered outside the JV’s country of operation” (Geringer and-
Hebert, 1989: 235), act as boundary spanners in the international transfer 
of knowledge (Debellis, De Massis, Petruzzelli, Frattini, and Del Giudice, 
2020), allowing to share the risk of investing in uncertain environments 
and to tap into the skills and technology of foreign firms (Westman and 
Thorgren, 2016, Nippa and Reuer, 2019). Especially for small and medium 
enterprises (SMEs) – that are often prevented from independently doing 
business abroad due to financial and managerial constraints (Carney, 2005) 
– IJVs represent  thus a strategic opportunity to cross national boundaries 
at reduced risk. 

However, JVs are also prone to conflicts of interests, drawbacks, ineffi-
ciencies, and enduring losses (Reuer and Leiblein, 2000, Nemeth and Nip-
pa, 2013, Perkins, Morck, and Yeung, 2014). Indeed, JVs rely on contracts 
that are incomplete by nature (Reuer, Klijn, van den Bosch, and Volberda, 
2011) where input suppliers are paid ex post from the profits of the venture 
(Hennart, 1988). These ventures are thus complex to manage as they involve 
a “double-layered” acculturation, i.e. bridging differences in corporate cul-
ture and the necessity to cope with a foreign culture (Barkema, Bell, and 
Pennings, 1996, Brouthers and Hennart, 2007). In addition to the hazards 
and uncertainty that any JV implies, IJVs are thus exposed to the challenge 
of managing these relations across cultural, institutional and geographic 
boundaries, which increases the costs of monitoring due to higher informa-
tion asymmetries (Boone, Field, Karpoff, and Raheja, 2007, Reuer, Klijn, and 
Lioukas, 2014). These issues are especially threatening for SMEs due to emo-
tional and cultural barriers as well as a fear of losing control (Sestu & Majoc-
chi, 2018). Therefore, it is important for both researchers and practitioners to 
better understand what factors enhance SMEs’ propensity to engage in IJVs. 
On this regard, recent research (e.g., Debellis et al., 2020) has argued that the 
board of directors plays a key role in overcoming motivational gaps, thus in-
creasing their propensity to form IJVs. We contribute to this debate by shed-
ding light on how board of directors may facilitate SMEs´ recourse to IJVs. 
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To overcome the above mentioned limits and face the hazards, the board 
of directors, which is the “apex of firms’ decision control system” (Fama 
and Jensen, 1983: 311), assumes indeed a critical role. Specifically, as sug-
gested by resource dependence theory, directors have access to knowledge 
and control of valuable external resources or influential groups (Bettinelli, 
2011) thus providing human, relational and information capital (Hillman 
and Dalziel, 2003, Zahra, Filatotchev, and Wright, 2009). Therefore, board 
interlocks, which are formed when “a person is on the board of directors 
of two or more corporations, providing a link or interlock between them” 
(Fich and White, 2005: 175), have a strong influence on firms’ critical stra-
tegic decisions, such as those related to internationalization strategies (Gu-
lati and Westphal, 1999, Kor and Sundaramurthy, 2009) and thus cover a 
critical role in leading an SME to take the choice to engage in a domestic 
or an international JV. For instance, the information resources made avail-
able through multiple board memberships is likely to be relevant and of 
high quality, so increasing firm overall social capital (Kor and Sundara-
murthy, 2009). Moreover, their embeddedness in critical networks enable 
these directors to assist managers in better identify the potential and risks 
of new international opportunities. Therefore, interlocking directors may 
bring tether multiple perspectives increasing the pool of knowledge and 
connections at disposal of the firm (Sundaramurthy, Pukthuanthong, and 
Kor, 2014), letting the firm be more able to cope with the complexities of 
an IJV. Studies on board composition, however, have neglected to analyse 
how interlocking directorates affect SMEs’ entry mode choices (Zona and 
Zattoni, 2007, Zona, Gomez-Mejia, and Withers, 2018)

This paper aims to investigate the effect of board interlocks on SMEs 
likelihood to undertake IJVs. Specifically, we aim to respond to the follow-
ing research question: how do board interlocks affect the firm’s choice to engage 
in a domestic or in an international joint venture? Drawing on both agency 
and resource dependence theory arguments, we hypothesize that board 
interlocks, due to their superior social capital, knowledge and experience 
gained through membership on other boards (Stevenson and Radin, 2009), 
may positively affect SMEs’ willingness to engage in IJVs. Moreover, as the 
parents´ JVs´ ownership affects also the JV´s board composition and influ-
ence its strategies (Reuer et al., 2011), we explore the moderating effect of 
concentrated JVs´ ownership. Our results, based on a sample of 841 Italian 
SMEs that engaged in domestic and/or international JVs, show that board 
interlocks facilitate the formation of IJVs. Moreover, the positive effect of 
board interlocks on opting for IJVs is amplified when the ownership of the 
JV is more concentrated.

Our study contributes to the literature that examines how corporate 
governance mechanisms influence the internationalization of SMEs in two 
main ways. First, we contribute to the debate on how governance mech-
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anisms affect the strategic change of SMEs (Brunninge, Nordqvist, and 
Wiklund, 2007) by shedding light on the link between board interlocks and 
the formation of IJVs. Second, whereas prior international management 
literature on SMEs has mainly focused on exports, we examine a high-
commitment entry mode, i.e. JVs, that requires a larger endowment of spe-
cific knowledge (Stoian, Dimitratos, and Plakoyiannaki, 2018). In so doing, 
we identify board interlocks as facilitators of SMEs´ internationalization 
through IJVs. 

2. Theoretical background and hypotheses

2.1 Domestic and international joint ventures

This paper examines the effect if governance mechanisms on SMEs´ 
propensity to undertake international JVs. Several definitions of JVs exist 
in literature, but the prevailing opinion is to define them as subset of stra-
tegic alliances (Nippa and Reuer, 2019). JVs, in fact,  allow partnering firms 
to combine their strategic assets (Volberda, 1996) without losing indepen-
dence and without suffering the acquisition costs of integrating two dif-
ferent organizational structures (Reuer and Koza, 2000). JVs are especially 
convenient when high information asymmetries make costly and uncer-
tain to obtain an accurate evaluation of another firm´s assets (Balakrishnan 
and Koza, 1993). JVs are thus very useful to expand not only at the domes-
tic level, but also to grow beyond national borders. In fact, recent research 
shows that the occurrence of international JVs has increased dramatically 
over the last years (Perkins et al., 2014, Debellis et al., 2020). The growing 
importance of global competition has indeed increased the importance of 
international JVs as a means to gain access to foreign markets, to share the 
risks of investments in uncertain environments and to tap into to the skills 
and technology of firms in other countries (Beamish and Lupton, 2016). 
As information asymmetries are particularly high across national contexts, 
JVs are especially valuable for reducing the risk of entering unfamiliar 
business environments (Westman and Thorgren, 2016) and helping bridge 
the gap between the firm’s present resources and the expected future re-
quirements (Eisenhardt and Schoonhoven, 1996, Hoffmann and Schlosser, 
2001). This is particularly important for SMEs that often struggle with the 
development of independent internationalization strategies due to finan-
cial and managerial constraints (Narula, 2004, Carney, 2005). 

Indeed, while the expected benefits of JVs are well known, it is also the 
case that these ventures are often unstable and prone to failure, due to the 
many hazards and drawbacks that they imply (Reuer et al., 2011) as well 
as the impossibility to forecast all future contingencies in a contract that is 
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incomplete by nature (Reuer et al., 2014, Nippa and Reuer, 2019). In a JV 
both partners are thus in a mutual hostage situation (Kogut, 1988), where 
parent firms are exposed to the risk of opportunism by the other parent 
firms while at the same time they still need to adapt reciprocally (William-
son, 1991). JVs are thus more complex than unitary organizations due to 
the multiple relationships among parent firms, the JV´s management’s re-
lationships with the parent organizations, and the relationships between 
the managers of the JV (Reuer and Koza, 2000). In addition, IJVs have also 
to deal with the challenge of managing these relations across cultural, insti-
tutional and geographic boundaries, forcing the firm to engage in difficult 
evaluations regarding transaction-specific assets and potential free-riding 
behavior of the other firms (Anderson and Gatignon, 1986). National di-
versity is generally seen as an obstacle to effective cooperation in IJVs as 
it is a source of differences in managerial practices, goals and policies and 
gives rise to ‘us versus them’ perceptions (Hofstede, 2001).

To reduce the exposure to the abovementioned risks, international busi-
ness literature shows that board of directors can play a paramount role (De-
bellis et al., 2020). Indeed, directors are deeply involved in the making of 
complex strategic decisions, such as that of engaging in an IJV (Finkelstein 
and Mooney, 2003). However, how board characteristics affect firm inter-
nationalization remains still an open question (Kano and Verbeke, 2018). 
Resource dependency theory argues that firms need to hire directors that 
bring unique resources to the firm, such as social capital (Hillman and Dal-
ziel, 2003) in terms of external connections developed via multiple board 
appointments. On this perspective, board interlocks, which are formed 
when “a person is on the board of directors of two or more corporations, 
providing a link or interlock between them” (Fich and White, 2005): 175) 
may help parent firms accumulate a variety of information, knowledge 
and experience (Tian, Haleblian, and Rajagopalan, 2011), thus undermin-
ing significant barriers to JVs´  formation.

2.2. Board interlocks and IJVs.

Resource dependence theory (RDT) (Aldrich and Pfeffer, 1976, Salan-
cik and Pfeffer, 1978) describes firms as open systems that depend on the 
external environment (Katz and Kahn, 1978, Hillman, Cannella, and Paet-
zold, 2000). To survive, organizations must be able to exert control over en-
vironmental conditions (such as competition, social forces and regulation) 
and procure critical external resources through exchanges with other firms 
(Salancik and Pfeffer, 1978, Hillman, Withers, and Collins, 2009). Under a 
RDT perspective, the board of directors adds value to the firm by tapping 
into external resources, thus acting as organizational “boundary spanners” 
(Carpenter and Westphal, 2001). The primary role of the board is thus to 
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provide organizations with human (i.e. skill, experience and expertise) and 
relational (i.e. network of ties to other firms) capital (Salancik and Pfeffer, 
1978, Dalton, Daily, Ellstrand, and Johnson, 1998, Reuer and Koza, 2000). In 
so doing, directors both affect the company´s decision making process (Oh, 
Labianca, and Chung, 2006) through advice and counsel (Westphal, 1999, 
Carpenter and Westphal, 2001) and provide access to important resources 
such as capital (Mizruchi and Stearns, 1988), customers (Pennings, 1980) 
and power (Salancik and Pfeffer, 1978).

Outside directors with multiple directorships – i.e. directors who sit on 
the boards of several organizations – thus act as ties that link different or-
ganizations together, facilitating inflows and outflows of both information 
and tangible resources. Such ties among boards of different organizations 
enable directors to accumulate a variety of information, knowledge and 
experience (Tian et al., 2011), which is especially valuable for identifying 
business opportunities and threats in foreign markets (Sciascia, Mazzola, 
and Chirico, 2013). Board interlocks are thus especially valuable as a mean 
to control environmental conditions because they provide access to larg-
er portfolios of external resources, more extensive industry and market 
knowledge (Zahra and Pearce, 1989) and broader social capital (Pennings, 
1980, Mizruchi and Stearns, 1988). In addition, since directors´ strategic 
perspective and base of expertise (Carpenter and Westphal, 2001) as well as 
their ability to manage uncertainty and to develop quick adaptive respons-
es (Zona et al., 2018) grow with their presence in other boards, interlocks 
provide substantial value to an organization. In fact, empirical evidence 
has shown that board interlocks are positively associated to firm growth 
(Kor and Sundaramurthy, 2009) and value (Bøhren and Strøm, 2010). More 
importantly for the context of this paper, board interlocks have been found 
to facilitate successful internationalization (Connelly, Johnson, Tihanyi, 
and Ellstrand, 2011). Indeed, while directors that have earned experience 
in only one organization may be entrenched with specific strategies, direc-
tors with multiple board interlocks are likely to have those general skills 
and knowledge that can produce value and cope with complexities in dif-
ferent international settings (Kor and Misangyi, 2008).

Based on the above, parent firms with more board interlocks are likely 
to be better able to control and manage the higher risks stemming from 
establishing an international JV thanks to a broader social capital, more 
expertise and more industry- and market-knowledge. Consequently, we 
predict that:

HP1: parent firms with more board interlocks are more likely to form international 
joint ventures.
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The moderating role of ownership concentration

So far, we argued that the resource endowments provided by directors 
may foster parent firms´ propensity to undertake IJVs. Following a similar 
logic, also IJVs should benefit from the contribution provided by their di-
rectors. Past research, in fact, has shown that more diverse boards can ben-
efit the effectiveness of an IJV through a broader endowment of resources, 
perspectives and social capital (Cox & Blake, 1991, Robinson and Dechant, 
1997, Pinelli, Cappa, Franco, and Peruffo, 2018). More specifically, board 
interlocks may benefit firms by acting as a channel for communicating in-
formation between external organizations and the firm, creating a competi-
tive advantage especially in uncertain and complex foreign environments 
(Connelly et al., 2011)

Yet, a more structured, diverse and effective board requires a certain 
equilibrium of the rights that allow parent firms to nominate the IJV´s di-
rectors. For example, the board of an IJV where four parents can nominate 
an equal number of directors will be more heterogeneous than the board of 
an IJV where one parent can nominate 80 percent of the directors and the 
other parent only the remaining 20 percent. However, since equity owner-
ship and parent firms´ ability to be represented on the board of directors 
are linked, IJVs with more diverse boards imply a certain dispersion of the 
IJV ownership across its parents. Such ownership dispersion may expose 
IJVs´ parents to serious agency risks, thus affecting their propensity to en-
gage in this form of internationalization. 

In fact, management research has shown that JVs´ failure and success 
are profoundly affected by governance and agency issues that stem from 
shared ownership and control (e.g., Franko, 1971). When ownership is frag-
mented, owners both struggle to effectively  monitor the firm´s activities 
and have less incentive to do so, which increases the risk of opportunistic 
behavior (Dalton, Hitt, Certo, and Dalton, 2007) and negatively affects the 
firm´s performance (Devers, Wiseman, and Holmes Jr, 2007). In the pres-
ence of fundamental differences in ownership and agency incentives, part-
nerships between parent firms thus become unstable (Reuer and Miller, 
1997) and the exposure to expropriation risks increases. Additionally, com-
parative corporate governance research has shown that agency conflicts 
among JVs parents are particularly severe in international contexts (Per-
kins et al., 2014). Instead, such agency-related problems can be mitigated if 
corporate owners are able to effectively monitor both the management and 
other co-owners. This, however, requires that ownership is concentrated 
(Tosi and Gomez-Mejia, 1989, Hambrick and Finkelstein, 1995, Werner, 
Tosi, and Gomez-Mejia, 2005) because ownership of larger portions of a 
company´s equity allows exerting stronger influence on corporate actions, 
strategy and operations (Bergh and Sharp, 2015). 
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In other words, while a more fragmented ownership of the IJV implies 
high agency risks, a concentrated IJV ownership implies lower exposure 
to agency risks and more influence on the IJV strategic decisions. Based 
on this premise, we argue that this variable influences the strength of the 
parent firm´s board interlocks on the propensity to undertake an IJV. More 
specifically, we argue that such an effect will be stronger when ownership 
is concentrated because the benefit of board interlocks are even more cru-
cial when the IJVs´ board is less balanced due to highly concentrated own-
ership. In so doing, the parent firm´s board interlocks act as a substitute 
for the inferior resources provided by IJVs board that do not adequately 
represent the IJV´s minority owners. The contribution of the parent firm´s 
board interlocks on its propensity to engage in IJVs should thus be higher 
when the parent firm can have a significant portion of its equity. 

HP2: the effect of board interlocks on the likelihood of forming an international JV 
is stronger if they can have a majority ownership of the JV.

3. Methodology

3.1 Sample and data

All data were obtained from the Italian Digital Database of Companies 
(AIDA), the Italian branch of Bureau Van Dijk group. In order to improve 
the accuracy of this dataset, we double-checked and hand-collected own-
ership and governance data from official public filings obtained from the 
Italian Chamber of Commerce, which represents a reliable source of infor-
mation for Italian companies (Miller et al. 2017). In order to identify SMEs, 
we selected only those with less than 250 employees and a turnover below 
50 million euros, following the definition given by European Commission. 
Among these firms, we selected only those that possess at least one JV in 
the year 2007, 2008, and 2009. In order to identify JVs, we used AIDA da-
taset and we considered only those subsidiaries controlled by at least two 
partners each with a control percentage between 10 and 90%. This is in line 
with the definition provided by both Organization for Economic Coopera-
tion and Development (OECD) and International Monetary Fund (IMF), 
which considers FDIs only those subsidiaries held abroad with a stake of at 
least 10% (i.e. excluding purely financial investments), which is regarded 
as an ownership threshold that leaves a minimum grey area of “ultimate 
control” (Buckley, 2014: 237). Our final dataset comprises 604 domestic and 
247 international JVs, for a total of 841. 

The dependent variable internationaljv is a dummy that equals 1 if the JV 
was international and 0 if the JV was domestic. 
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The independent variable board interlocks is an ordinal variable that re-
flects the total number of the parent firms´ board interlocks, i.e. the number 
of other companies´ boards on which sit the directors of the parent firms 
(Kor & Sundaramurthy, 2009).

The moderating variable ownership concentration reflects the degree 
of dispersion of a JV´s ownership. It was computed as the Herfindahl–
Hirschman Index of the percentage of ownership held by the JV share-
holders, i.e. the sum of the squares of the ownership stakes. Larger values 
of this measure reflect more concentrated ownership.

We also controlled for a number of factors that may affect the formation 
of international over domestic JVs: family shareholder is a dummy variable 
that equals 1 if the largest owner is a family firm; number of shareholders-
managers is an ordinal variable that reflects the number of managers that 
work in the JV that previously worked for any of the parent companies; 
independence is an indicator computed by Bureau Van Dijk that reflects the 
extent to which a company is independent of its owners; assets (ln) is a 
continuous variable that reflects the JV´s size and it has been computed as 
the natural logarithm of the JV´s assets; number of parents is an ordinal vari-
able reflecting the total number of owners of the JV; parent1 assets (ln) and 
parent2 assets (ln) are two variables reflecting the size of the two owners 
having the larger number of shares and they have been computed as the 
natural logarithm of their assets plus 1 (non-corporate owners have zero 
assets); finally, parents in same industry is a dummy variable that equals 1 
if the two largest owners operate in the same industry (same NACE code) 
and 0 otherwise. In Table 1 we report descriptive statistics and correlations 
among the variables. More specifically, Table 1 indicates that 28% of the JVs 
are international. On average, JVs in our sample are owned by about 4 par-
ents and the parents with the majority stakes tend to be bigger in size than 
the others. Interestingly, only about 11% of these parent firms operate in 
the same industry and about 40% of these parents are family firms. It is also 
interesting that a relatively small number of the JV´s managers previously 
worked for the parent firm (0.63 on average). Finally, the average number 
of board interlocks for the parent firms is 11.43 and the standard deviation 
of 12.24 indicates that the distribution is skewed to the right. 
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Tab. 1: Descriptive statistics and correlation matrix

Obs Mean SD Min Max 1 2 3 4 5 6 7 8 9 10 11 12 13
1 internationaljv 841 0.28 0.45 0.00 1.00 1.00
2 board interlocks 831 11.43 12.24 1.00 87.00 0.12 1.00
3 ownership concentration 841 0.38 0.16 0.02 0.80 0.13 0.07 1.00
4 family shareholder 831 0.40 0.49 0.00 1.00 -0.05 -0.02 -0.01 1.00
5 number of shareholders-managers841 0.63 0.97 0.00 9.00 -0.17 -0.07 -0.22 0.02 1.00
6 independence 841 2.64 0.86 0.00 5.00 -0.04 0.01 -0.26 0.03 0.11 1.00
7 assets (ln) 841 7.86 1.63 0.28 13.92 -0.03 0.08 0.04 0.10 -0.02 0.02 1.00
8 number of parents 841 3.86 5.23 2.00 93.00 -0.06 0.00 -0.30 0.02 0.31 0.15 0.01 1.00
9 parent1 assets (ln) 841 2.79 2.21 0.00 10.79 0.05 0.13 0.11 0.17 -0.09 -0.10 0.24 0.04 1.00

10 parent2 assets (ln) 841 2.02 2.62 0.00 13.29 0.24 0.30 0.22 0.08 -0.29 -0.06 0.16 0.02 0.39 1.00
11 parents in same industry 841 0.11 0.31 0.00 1.00 -0.01 -0.03 -0.07 -0.03 0.05 0.07 0.00 0.05 -0.08 0.03 1.00
12 y2008 831 0.36 0.48 0.00 1.00 -0.10 -0.01 -0.08 0.14 0.07 0.02 0.00 0.08 0.02 -0.02 0.00 1.00
13 y2009 831 0.21 0.41 0.00 1.00 0.08 -0.09 0.06 -0.16 -0.03 0.02 -0.04 -0.08 -0.04 -0.06 0.00 -0.39 1.00

4. Results

Before testing our hypotheses, for each model we make sure that our re-
sults are not dependent on unusual and influential data. For every model, 
we thus computed the Cook’s D  to derive its influence score on the depen-
dent variable (Sharma & Yetton, 2003, Gong, Louis, & Sun, 2008, Dikova, 
Sahib, & Van Witteloostuijn, 2010). Cooks’ D combines information on out-
liers (i.e. observations with high residual) and leverage (observations that 
strongly deviate from the mean). Based on the predicted Cook’s D value, 
we excluded excessively influential observations (i.e. those that scored 
higher than 4/n, where n is the number of observations is our sample). As 
the number of observations that exceed the Cook´s D threshold varies in 
every model, there is a slight variation in the number of observations from 
model to model. We then proceeded to test our hypotheses through Probit 
regressions with heteroskedasticity-robust standard errors; for each model, 
we also checked the absence of potential multi-collinearity issues through 
a VIF (Table 3). 
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Tab. 2: Results of the Probit regressions

Model 1 Model 2 Model 3
number of observations 808 807 807
Prob > F 0 0 0
R-squared 0.124 0.122 0.212

Coef.
Rob. Std. 

Err.
P>|t| Coef.

Rob. Std. 
Err.

P>|t| Coef.
Rob. Std. 

Err.
P>|t|

board interlocks 0.003 0.001 0.027 -0.006 0.003 0.068
ownership concentration 0.117 0.094 0.212 0.143 0.094 0.127 -0.031 0.121 0.798

board interlocks X
ownership concentration

0.015 0.005 0.003

family shareholder -0.035 0.031 0.262 -0.024 0.031 0.444 -0.021 0.031 0.503
number of shareholders-managers -0.048 0.014 0.001 -0.053 0.014 0.000 -0.050 0.014 0.000
independence -0.012 0.017 0.480 -0.016 0.017 0.335 -0.011 0.017 0.524
assets (ln) -0.020 0.009 0.032 -0.020 0.009 0.030 -0.018 0.009 0.043
number of parents -0.008 0.003 0.029 -0.002 0.003 0.452 -0.002 0.003 0.394
parent1 assets (ln) -0.004 0.008 0.640 -0.007 0.007 0.331 -0.005 0.008 0.505
parent2 assets (ln) 0.043 0.007 0.000 0.037 0.008 0.000 0.037 0.007 0.000
parents in same industry -0.103 0.045 0.022 -0.104 0.045 0.020 -0.110 0.044 0.013
y2008 -0.075 0.033 0.022 -0.073 0.033 0.024 -0.067 0.032 0.039
y2009 0.056 0.043 0.190 0.069 0.043 0.107 0.069 0.043 0.106
_cons 0.421 0.103 0.000 0.389 0.103 0.000 0.455 0.110 0.000
Probit Regression Model 1 Model 2 Model 3
Number of obs 808 807 808
Wald chi2 99.95 100.92 109.48
Prob > chi2 0 0 0
Pseudo R2 0.116 0.115 0.118
Log pseudolikelihood -419.126 -417.609 -417.101

Coef.
Rob. Std. 

Err.
P>|z| Coef.

Rob. Std. 
Err.

P>|z| Coef.
Rob. Std. 

Err.
P>|z|

board interlocks 0.007 0.004 0.082 -0.032 0.016 0.045
ownership concentration 0.281 0.283 0.321 0.301 0.288 0.296 -0.480 0.442 0.278

board interlocks X
ownership concentration

0.069 0.027 0.012

family shareholder -0.148 0.105 0.158 -0.116 0.105 0.268 -0.112 0.105 0.287
number of shareholders-managers -0.239 0.074 0.001 -0.245 0.075 0.001 -0.232 0.073 0.002
independence -0.043 0.058 0.455 -0.049 0.059 0.402 -0.028 0.060 0.643
assets (ln) -0.071 0.031 0.022 -0.071 0.031 0.021 -0.067 0.031 0.028
number of parents -0.066 0.030 0.031 -0.060 0.030 0.045 -0.063 0.030 0.034
parent1 assets (ln) -0.011 0.025 0.651 -0.023 0.025 0.359 -0.017 0.025 0.487
parent2 assets (ln) 0.126 0.022 0.000 0.111 0.023 0.000 0.113 0.023 0.000
parents in same industry -0.421 0.186 0.024 -0.413 0.185 0.026 -0.432 0.183 0.018
y2008 -0.249 0.116 0.032 -0.244 0.116 0.036 -0.222 0.116 0.056
y2009 0.175 0.129 0.175 0.209 0.130 0.107 0.201 0.129 0.118
_cons 0.139 0.341 0.684 0.093 0.344 0.788 0.418 0.386 0.279
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Tab. 3: Variance Inflation Factor (VIF)

Variable VIF 1/VIF VIF 1/VIF
board interlocks X
ownership concentration

10.49 0.095

parent2 assets (ln) 1.43 0.699 1.42 0.706
number of shareholders-managers 1.29 0.774 1.30 0.769
number of parents 1.26 0.795 1.26 0.794
ownership concentration 1.25 0.802 2.29 0.437
parent1 assets (ln) 1.23 0.810 1.25 0.801
y2009 1.21 0.827 1.21 0.826
y2008 1.19 0.837 1.20 0.836
board interlocks 1.13 0.882 8.71 0.115
independence 1.09 0.922 1.09 0.921
family shareholder 1.08 0.927 1.08 0.925
assets (ln) 1.07 0.932 1.07 0.931
parents in same industry 1.02 0.980 1.02 0.981
Mean VIF 1.19 2.47

Our first hypothesis was that a larger number of board interlocks at the 
parent firm would facilitate the formation of IJVs based on the argument 
that board interlocks act as a mean to reduce information asymmetries in 
a foreign country and decrease exposure to the liability of foreignness. As 
shown, in Model 2 of Table 2, the coefficient of our independent variable 
board interlocks is positive and statistically significant. This result is consis-
tent with our arguments, which provides empirical support for our first 
hypothesis.

Our second hypothesis was that such positive effect of the parent firms´ 
board interlocks on the formation of an IJV would vary depending on the 
JV´s ownership concentration. More precisely, we argued that the more 
concentrated is a JV´s ownership and the more board interlocks mattered 
for establishing a JV in a foreign country. Model 3 of Table 2 shows that the 
interaction term board interlocks X ownership concentration is positive and 
strongly statistically significant. In Figure 1 we present a graphical rep-
resentation of the conditional effects of board interlocks at various level of 
the moderating variable ownership concentration (one standard deviation 
above and one below the sample mean). As the figure shows, the effect of 
board interlocks is negative but not statistically significant at one standard 
deviation below the moderator´s mean. At one standard deviation above 
the mean, however, the effect becomes positive and statistically significant, 
indicating that the positive main effect of board interlocks is amplified when 
the majority owner holds a significant portion of the JV´s shares. Based 
on the marginal effects of the Probit model, each board interlock increases 
the likelihood of undertaking an international rather than a domestic JV of 
about 0.2%, which implies that such probability increases by 2.29% with 
11.43 board interlocks (our sample mean) and by 4.75% with 23.67 board 
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interlocks (one standard deviation above the mean). The analysis of the 
conditional effects represented in Table 1 indicates that, when our mea-
sure of ownership concentration is 0.54 (one standard deviation above the 
mean), each board interlock increases the likelihood of undertaking an IJV 
of about 0.42%. At this level of the moderator, 11.43 board interlocks thus 
increase the likelihood of establishing an IJV by 4.84% and by 10.01% with 
23.67 board interlocks, which is twice as strong of an effect than the one we 
obtain without considering the moderating effect of ownership concentra-
tion. These results are aligned with our arguments, thus providing support 
also for our second prediction.

Fig. 1: marginal effects of the independent variable (board interlocks) at 1 standard deviation above and 
below the sample mean of the moderator (ownership concentration). 
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To further comment on the results reported in Table 2, we can see that 
some of our control variables have a statistically significant effect on the 
formation of IJVs. First, the negative coefficient of assets (ln) indicates that 
JVs of larger size are more likely to be domestic than international. This 
may be due to an attempt to control the size of the investment exposed to 
risks deriving from doing business in a foreign market. Second, the nega-
tive coefficient of number of shareholders-managers indicates that JV mangers 
previously working for the parent companies is negatively associated to 
the formation of IJVs. An interpretation of this finding is that IJVs prob-
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ably require foreign managers who have knowledge of the local market. 
Finally, the positive coefficient of parents in same industry indicate that two 
companies that operate in the same industry tend to form domestic rather 
than international JVs, possibly because firms that form JVs to leverage 
synergies deriving from economies of scope prefer domestic environments 
whereas in international contexts they rather tap into synergies that are not 
industry-related.

5. Discussion and conclusion

Global competition and the need to access to resources that are not 
available in domestic markets force firms to expand beyond national bor-
ders, and international JVs can represent for SMEs a great strategic means 
to grow despite resource constrains. However, information asymmetries 
and the lack of knowledge about foreign markets often discourage SMEs to 
engage in IJVs. Board of directors have a key role in overcoming this “mo-
tivational gap” and in leading the firms to the formation of these ventures 
(Debellis et al., 2020). In this article, we have contributed to the emerging 
debate about boards in SMEs by investigating how board interlocks af-
fect firms’ likelihood to engage in IJVs. Prior research in SMEs has rarely 
investigated on the involvement of board in determining firms’ strategies 
(Machold, Huse, Minichilli, and Nordqvist, 2011) and this study aims to 
advance research on this regard. Moreover, research on the effects of di-
rector interlocks has produced mixed and sometimes contradictory results 
(Zona et al. 2018). Some authors, adopting an agency perspective, argued 
that board interlocks negatively affect performance, as they represent an 
additional way for directors to pursue their own interests at the expense 
of shareholders (Fich and White, 2005, Conyon and Read, 2006). However, 
this perspective mostly applies to large and resource-rich firms where the 
potential for executive opportunism is heightened (Jensen, 1986). In this 
study we refer to SMEs, so we combine agency theory with a resource de-
pendence theory perspective, paying also attention on the reduction of ex-
ternal dependencies due to board interlocks. In particular, board interlocks 
appear very important especially for resource-constrained firms and their 
efforts to manage their dependencies, such as the majority of SMEs (Zona 
et al., 2018). 

In HP1, we argue that interlocking directorates may help to overcome 
the motivational gap to engage in IJVs, which is usually ascribed to SMEs 
(Hoffman and Schlosser, 2001). Our empirical tests support our hypothesis. 
The verified HP 1 thus shows that in SMEs, which are usually character-
ized by financial and managerial constrains, board interlocks may cover a 
crucial role in leading firms’ expansion at international level. These find-
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ings also corroborate recent claims of Arzubiaga, Kotlar, De Massis, Mase-
da, and Iturralde (2018) who argued that many family-owned SMEs do 
not internationalize much because they use their board as mere “rubber 
stamping” body. The limited use of board potential, intended as low level 
of board interlocks, can be an explanation of why many SMEs do not over-
come the motivational gap to engage in IJVs, although these constitute a 
strategic weapon for their growth. 

In the HP 2, we measure the moderating role of ownership concentra-
tion. In a JV, ownership concentration affects the way a firm may influence 
JV activities (Kumar and Seth, 1998). On this regard, concentrated owner-
ship allows to align the owners’ interests and facilitates effective monitor-
ing of parents’ behaviour, whereas a lack of predominant control of the JV 
may represent constraining factors to the willingness to form IJVs. More-
over, if ownership is dispersed, it is likely that the firm, and consequently 
their directors, will not be able to exercise much influence in the JV and 
they will be less prone to engage in such ventures. Therefore, in HP2, we 
hypothesize and demonstrate that the positive effect of board interlocks is 
amplified in case of high ownership concentration.

Our study brings two main contributes to the literature at bridge be-
tween governance and internationalization of SMEs. First, we enhance the 
debate on how governance mechanisms affect the strategic change of SMEs 
(Brunninge et al., 2007) and we shed light on the link between board in-
terlocks and firms’ strategic decisions, which have reached quite diverse 
and sometimes contradictory results (Zona et al., 2018). Although SMEs 
are usually associated with low propensity to expand internationally, our 
study shows that if they make full use of their boards, especially relying on 
the skills and knowledge of directors that cover positions in different firms, 
they can overcome the willingness gap and expand internationally. 

Second, we advance research on SMEs internationalization beyond ex-
ports. On this regard, Stoian et al. (2018) highlight that when operating 
with equity entry modes such as IJVs, SMEs need to acquire three types of 
knowledge: in-depth worldwide network knowledge, i.e. industry knowl-
edge which allows to have a visionary outlook toward the future; hands-on 
foreign market knowledge, i.e. the ability to conduct daily business opera-
tions abroad; and international set-up knowledge, i.e. the ability to set up 
abroad via modes beyond exports. Considering that these types of knowl-
edge are the result of the complex interplay among individuals and organi-
zations, board interlocks become a crucial factor for internationalization as 
they enhance the exchange and the transfer of tacit experiential knowledge 
(Athanassiou and Nigh, 2000, Stoian et al., 2018). Our study thus puts in 
evidence the role high board interlocks as critical differentiator to gain the 
knowledge required to internationalize through JVs.

On a managerial perspective, we highlight the crucial role of the board 
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of directors in leading SMEs’ internationalization. Many SMEs use the 
board as mere rubber-stamping mechanism (Arzubiaga et al., 2018) and 
this may explain why SMEs, which are often family-owned (Pukall and 
Calabrò, 2014), are less willing to engage in IJVs. Directors that sit in mul-
tiple boards can be really important for overcoming information limits and 
gaining legitimacy needed for engaging in IJVs. On this perspective, our 
study may help SME entrepreneurs to better evaluate the positive effects 
of those directors that have multiple board interlocks.

Our study is not exempted by limitations, which may however open 
new doors for future research. First, we did not measure all the features 
of our Italian focal firm’s parent (e.g. age, ownership characteristics). We 
call future studies to advance this stream of research investigating on the 
aspects that may enhance SMEs propensity to engage in IJVs, also analys-
ing the choice of partners. Second, our study focuses only on the ex-ante 
stage of IJV formation, while it would be interesting to investigate how 
SMEs structure IJV boards and if they are more or less successful than large 
MNEs in managing IJVs ex-post. For instance, it would be interesting to in-
vestigate if the IJV board established by SMEs is structured differently and 
what combination of governance mechanisms (e.g. contractual, relational) 
they would adopt compared to large MNEs. Investigating this phenom-
enon in detail would be important in order to shed new light on gover-
nance design by SMEs and how they anticipate and control for behaviour 
uncertainty and how they resolve conflicts when they occur. Finally, we do 
not take into account the partner firm characteristics. Recent research (e.g., 
Sestu and Majocchi, 2018) has shown that it is very important to investigate 
the nature of both partners. Future research should pay more attention to 
how host market institutional variables as well as partner firm organiza-
tional characteristics affect the entry mode choice.
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