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ABSTRACT: This article analyzes three main theories of corporate governance: agency theory, partnership theory and cognitive
theory. Agency theory focuses on control mechanisms designed to mitigate conflicts of interest between owners and managers.
In response to the limitations of this approach, partnership theory broadens the perspective by taking into account a wider set
of stakeholders, while emphasizing the need for ethical and collaborative governance. Cognitive theory, meanwhile, emphasizes
the importance of learning and innovation in creating value within organizations.

The article provides a comparative analysis of these three theories, identifying their convergences and divergences, as well as
their relevance to current governance practices. This reflection shows that these theories, far from being mutually exclusive,
offer complementary perspectives for developing more inclusive governance mechanisms, capable of responding to
contemporary challenges while integrating the economic, social and cognitive dimensions of organizational performance.
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I. INTRODUCTION

Contractual theories, such as agency theory and partnership theory, as well as cognitive theory, provide key conceptual
frameworks for analyzing corporate governance. Agency theory, established by Jensen and Meckling (1976), focuses on conflicts
of interest between owners and managers, emphasizing that the dissociation between ownership and management generates
information asymmetries and agency costs. Governance mechanisms, identified by Fama and Jensen (1983) and Williamson
(1985), aim to mitigate these costs, although this theory is criticized for its simplified view of organizational relationships.

Partnership theory broadens this perspective by integrating a wider set of stakeholders, including employees, customers and
suppliers. Inspired by the work of Evan & Freeman (1988) and Charreaux (2004), it maintains that organizational performance
depends on cooperation between all stakeholders, based on justice, equity and transparency.

In contrast, cognitive theory, developed by Charreaux (2005), focuses on value creation through learning and innovation. It
highlights the importance of organizational actors' skills and knowledge, and proposes new mechanisms for harmonizing their
cognitive patterns, reducing cognitive costs and strengthening cooperation.

These three complementary theories offer a more inclusive approach to corporate governance, combining economic
performance with social responsibility.

Il. ARTICLE METHODOLOGY

This article uses a theoretical and analytical approach to explore contractual and cognitive theories in corporate governance.
The first step is an in-depth review of the literature, covering the major contributions on agency theory, partnership theory and
cognitive theory. This review identifies the conceptual foundations and key assumptions of each theory, as well as the points of
divergence and convergence between them. The article then analyzes how these theories have evolved in response to
contemporary issues in corporate governance, such as the management of information asymmetries, the role of stakeholders,
and the integration of cognitive dimensions into governance mechanisms. This methodological approach enables us to build a
critical and integrated vision of the main approaches to corporate governance, shedding light on their theoretical and practical
implications in various organizational contexts.
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lll. THEORETICAL DEVELOPMENT
A. Contractual theories
e Agency theory: a model of transparency and accountability

Agency theory, introduced by Jensen and Meckling (1976), describes the relationship between owner (principal) and manager
(agent), in which the owner delegates management of the company to a manager. This separation of ownership and
management creates conflicts of interest, known as agency conflicts, resulting from divergent objectives between shareholders
and managers. Berle and Means (1932) had already highlighted the transfer of control to management, underlining the
contradictions between the interests of owners and managers. In this context, managers can exploit information asymmetries to
their advantage, a phenomenon observed in companies with fragmented ownership (Fama & Jensen, 1983; Hillman & Dalziel,
2003).

Agency theory is not limited to principal-agent conflicts, but also includes principal-principal conflicts, between majority and
minority shareholders (Ward and Filatotchev, 2010; Young et al., 2008). These conflicts arise from the power of majority
shareholders to exploit private benefits to the detriment of minority shareholders (Faccio et al., 2001).

This theory is based on information asymmetries, where managers have access to privileged information that they may not
disclose (Fama and Jensen, 1983). The resulting agency costs (Boudier et al., 2012) require control mechanisms to align
incentives, such as boards of directors and audits (Bakkour, 2013).

Agency theory, while initially focusing on the shareholder-manager relationship, has gradually broadened to include other
players. As a result, it is juxtaposed with partnership (Charreaux, 2004) and cognitive theories, which look more broadly at the
dynamics of power, commitment and learning within the organization.

e Partnership theory: a model of participation and ethics

The partnership model extends corporate governance beyond the owner-manager relationship to include other key players,
such as employees, customers, suppliers and external stakeholders (Evan and Freeman, 1988). It is based on the idea that
organizational performance must integrate not only financial returns for shareholders, but also the satisfaction and commitment
of all internal and external stakeholders, including human capital (Charreaux, 2008).

This model retains the foundations of the contractual approach while introducing new partners into the creation and sharing
of value, and highlights the importance of cooperation between all stakeholders in achieving the organization's strategic
objectives (Kipley and Lewis, 2008). The equitable distribution of partnership value then becomes a major issue, which can lead
to ownership conflicts (Charreaux, 2014). Thus, control mechanisms are needed not only to maximize wealth, but also to
minimize conflicts related to this distribution (Hoarau and Teller, 2001).

In addition, this theory provides a normative basis for ethical governance, balancing the interests of stakeholders (Phillips and
Reichart, 2000). It values principles such as justice and equity (Dahl Rendtorff, 2006), where decisions are made with the general
interest in mind rather than individual interests, making the partnership model an exemplary ethical approach.

B. Cognitive theory: a model focused on innovation

The relationship between human capital and value creation reveals that disciplinary theory, particularly in its partnership
vision, emphasizes stakeholder participation to maximize value creation (Rajan and Zingales, 1998; Blair and Stout, 1999).
However, this theory does not take sufficient account of the process of knowledge accumulation, learning and innovation. In this
respect, the cognitive theory developed by Charreaux (2005) goes a step further, proposing a new approach to governance
focused on value creation through learning and innovation.

Cognitive governance emphasizes the importance of human behavior and skills within the organization, stressing the central
role of human capital and knowledge in value creation (Bessire et al., 2010). Unlike the disciplinary approach, which is limited to
resolving conflicts of interest, cognitive theory views knowledge as a set of mental constructs derived from information,
enabling it to be given meaning (Peter Wirtz et al., 2011). Differing perceptions, or "cognitive biases", can lead to cognitive
conflicts, distinct from classic agency conflicts. These conflicts, based on mutual misunderstandings, can hinder innovation and
even destroy value (Charreaux, 2005).

Thus, this approach requires specific mechanisms to resolve these behavioral conflicts and align cognitive patterns, beyond
traditional governance mechanisms such as boards of directors (Charreaux, 2002). Governance thus becomes a cognitive lever,
facilitating learning and innovation, and aiming to reduce cognitive costs and improve cooperation between organizational
players.

Although each theory presents different governance mechanisms, there are points of intersection between them. They agree
on the idea that value creation is based on an approach centered on the firm as a "node of contracts" or "productive entity"
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(Charreaux, 2004). However, they differ as to the central element of this process. Cognitive theory offers a broader perspective
that could enrich existing approaches by incorporating dimensions of learning and innovation (Saisset, 2016).

Despite their popularity in the corporate governance literature, these theories are still little exploited in the context of public
organizations (Frederickson, 2004). However, it is relevant to consider corporate governance as a subset of public governance
and, by extension, of general governance. Barrett (2003) suggests that corporate governance principles apply well in the public
sector, particularly in the context of the New Public Management (NPM) of the 80s and 90s (Calabro, 2011).

During this period, the public sector adopted several governance practices from the private sector (Ahn et al., 2002),
significantly influencing its management (Edwards et al., 2012). This mutual influence has manifested itself through various
types of organizations, such as ministries and Crown corporations (Thynne et al., 2002).

IV. COMPARISON OF THE THREE THEORIES
A. Objectives and Main Focus

Agency theory: This theory focuses primarily on conflicts of interest between a company's owners (principals) and its
managers (agents). It proposes control mechanisms to reduce these conflicts and align the interests of both parties. The main
objectives are to minimize agency costs, improve transparency and increase management accountability.

Partnership theory: This broadens the perspective of governance by integrating a wider set of stakeholders, such as
employees, customers, suppliers, etc. The aim is to create value not only for shareholders, but for all stakeholders, by promoting
ethical, collaborative and inclusive governance. The aim is to create value not only for shareholders, but for all stakeholders, by
promoting ethical, collaborative and inclusive governance.

Cognitive theory: Focusing on learning and innovation, this theory emphasizes the importance of the skills, knowledge and
adaptability of organizational players. It sees governance as a lever for stimulating innovation and improving long-term
performance by reducing the cognitive costs associated with differences in perception and errors of judgment.

B. Fundamental assumptions and governance methods

Agency theory: Based on the hypothesis of bounded rationality and opportunism, this theory assumes that agents can hide
information or act opportunistically. Governance methods include monitoring, control and incentive mechanisms, such as
boards of directors, internal and external audits, aimed at restoring the balance between owners and managers.

Partnership theory: based on the idea that organizational performance is the result of balanced cooperation between
stakeholders, guided by ethical principles of justice, equity and transparency. Governance methods include the participation of
all stakeholders in decision-making processes, the establishment of open dialogues, and the setting of rules and ethical behavior.

Cognitive theory: considers that governance must integrate the processes of learning and knowledge creation, where
information is transformed into useful knowledge for the organization. Governance mechanisms include the promotion of
innovation, continuous learning, and the management of cognitive biases in order to harmonize the cognitive schemas of actors
to improve cooperation and value creation.

C. Value Creation Approach

Agency theory: Value creation is seen through the reduction of agency costs and the optimization of the principal-agent
relationship to maximize shareholder wealth. Value is linked primarily to the effective management of conflicts of interest, and
to improved transparency and accountability of management.

Partnership Theory: proposes a plural approach to value creation, where value is shared equitably between all stakeholders.
It emphasizes the co-creation of value, taking into account the contribution of each partner to the organization, whether in
terms of human, financial or social capital.

Cognitive theory: Perceives value creation as a dynamic process based on the accumulation of knowledge and innovation. It
introduces the idea that value is generated not only by resource management, but also by the continuous improvement of
organizational players' skills and knowledge.

D. Convergences and Divergences
Convergences: Although these three theories approach governance from different angles, they converge on the idea that
governance must go beyond the simple management of conflicts of interest (agency theory). Partnership theory and cognitive
theory complete this vision by integrating broader dimensions of social responsibility (partnership theory) and learning
(cognitive theory).
Divergences: The main divergence lies in their approach to governance and value creation. Agency theory focuses more on
control and monitoring mechanisms to minimize conflicts of interest, while partnership theory concentrates on the inclusion of
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all stakeholders in value creation. Cognitive theory, meanwhile, emphasizes the importance of learning and innovation as drivers
of organizational performance.

CONCLUSIONS

This article explored agency, partnership, and cognitive theories of corporate governance to better understand organizational
management dynamics. Each theory offers a distinct perspective: agency theory focuses on control mechanisms to reduce
conflicts of interest; partnership theory incorporates a broader range of stakeholders and emphasizes ethical governance; and
cognitive theory highlights learning and innovation in value creation. A comparative analysis shows these theories are not
mutually exclusive but can complement each other, leading to more inclusive governance mechanisms that address
contemporary challenges by integrating economic, social, and cognitive dimensions.
This reflection suggests a holistic approach to governance that adapts to today's complex organizational contexts. Future
research could explore the application of these theories in specific settings, such as the public sector, where transparency,
accountability, and innovation are essential.

REFERENCES

1) Ahn, B-M., Halligan, J. & Wilks, S. (2002). Reforming Public and Corporate Governance: Management and the Market in
Australia, Britain and Korea, Edward Elgar, London, 320.

2) Barrett, P. (2003). Better Practice Public Sector Governance, a paper presented to the National Institute of Governance
in Canberra, 21, 7.
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=55e1291c88faa284019f7b969855ef68bc900ac6
(accessed on 06/19/2024)

3) Berle. A-A, & Means. G-C. (1932). The Modern Corporation and Private Property. Harcourt, Brace and World, New York.

4) Boudier, F., Bensebaa, F., & Jablanczy, A. (2012), L'émergence du patient-expert : une perturbation innovante,
Innovations, 3(39), 13-25.

5) Calabro, A. (2011). Governance Structures and Mechanisms in Public Service Organizations Theories, Evidence and

Future Directions. Physica-Verlag Heidelberg, Contributions to Management Science

6) Charreaux, G. (2002). Quelle théorie pour la gouvernance : de la gouvernance actionnariale a la gouvernance cognitive
et comportementale. Working Paper CREGO 1110402, Université de Bourgogne-CREGO EA7317 Centre de recherches
en gestion des organisations.

7) Charreaux, G. (2004). Les théories de la gouvernance : de la gouvernance des entreprises a la gouvernance des
systémes nationaux, Working Papers 1040101, Université de Bourgogne - CREGO EA7317 Centre de recherches en
gestion des organisations.

8) Charreaux, G. (2005). Pour une gouvernance d'entreprise « comportementale » Une réflexion exploratoire.... Revue
francaise de gestion, 157(4), 215-238.

9) Charreaux, G. (2008). A la recherche du lien perdu entre caractéristiques des dirigeants et performance de la firme :
Gouvernance et latitude managériale. Sciences de 'Homme et de la Société, 42(10), 1831-1867.

10) Charreaux, G. (2014). Valeur partenariale et approche intégrée du contréle de gestion : une note. Working Papers
CREGO 1141003, Université de Bourgogne.

11) Edwards, M., Halligan, J., Horrigan, B., & Nicoll. G. (2012). Public Sector Governance in Australia. ANU Press, Canberra,
289.

12) Evan, W.M., & Freeman, R.E. (1988). A Stakeholder Theory of the Modern Corporation: Kantian Capitalism, in Tom L.
Beauchamp et Norman E. Bowie, Ethical Theory and Business, Englewoods Cliffs, NJ: Prentice-Hall, P.75-84.

13) Faccio, M., Lang, L. H., & Young, L. (2001). Dividends and expropriation. American Economic Review, 91(1), 54-78.

14) Fama, E.F., & Jensen, M.C (1983). Agency Problems and Control. Journal of Law and Economic, 26(2), 327-349.

15) Frederickson, H-G. (2004). whatever happened to public administration? governance everywhere, Working Paper
QU/GOV/3/2004, Institute of Governance Public Policy and Social Research
doi:10.1093/oxfordhb/9780199226443.003.0013

16) Hillman, A. J., & Dalziel, T. (2003). Boards of directors and firm performance: Integrating agency and resource
dependence perspectives. Academy of Management review, 28(3), 383-396.

17) Jensen .M-C., & Meckling W- H. (1976), Theory of the firm: Managerial behavior, agency costs and ownership structure,
Journal of Financial Economics, 3(4), P 305-360.

JEFMS, Volume 07 Issue 10 October 2024 www.ijefm.co.in Page 6238


https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=55e1291c88faa284019f7b969855ef68bc900ac6

Rethinking Corporate Governance: A Comparison of Agency, Stakeholder, and Cognitive Approaches

18) Kipley, D., & Lewis, A.O. (2008). Examining the efficacy of the multi-rater analysis methodology as an alternative
approach in determining stakeholder power, influence and resistance. Business Renaissance Quarterly, 3(4), 101-124.

19) Saisset, L. A. (2016). Les trois dimensions de la gouvernance coopérative agricole: le cas des coopératives vinicoles du
Languedoc-Roussillon. Revue internationale de I'économie sociale, 339(1), 19-36.

20) Thynne, |, & Wettenhall, R. (2002). Public Enterprise and Privatization in a New Century: Evolving Patterns of
Governance and Public Management. Public Finance and Management, 2(1).

21) Ward, D., & Filatotchev, I. (2010). Principal-Principal-Agency Relationships and the Role of External Governance.
Managerial and Decision Economics, 31(4), 249-261.

22) Williamson, O.E. (1985). Economic institution of capitalism: firms, market, relational contracting, The Free press, New
york. 450.

23) Young, M. N., Peng, M. W., Ahlstrom, D., Bruton, G. D., & lJiang, Y. (2008). Corporate Governance in Emerging
Economies: A Review of the Principal-Principal Perspective. Journal of Management Studies, 45(1), 196-220

@ @ There is an Open Access article, distributed under the term of the Creative Commons

@ Attribution — Non Commercial 4.0 International (CC BY-NC 4.0)
(https://creativecommons.org/licenses/by-nc/4.0/), which permits remixing, adapting and
building upon the work for non-commercial use, provided the original work is properly cited.

JEFMS, Volume 07 Issue 10 October 2024 www.ijefm.co.in Page 6239



