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An empirical study of the value-relevance of using proportionate

consolidation accounting for investments in joint ventures
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6. Discussion and conclusions

The present study examines how creditors of companies with investments in joint ven-
tures interpret the off-balance sheet debts of the joint venture. The interpretation of joint
venture obligations depends on how creditors view the joint venture relationship. The cur-
rent study posits that creditors take one of two views of joint venture debt. The legal view
holds that the potential loss on the investment is limited to the amount of the investment.
Alternatively, the implicit view suggests that the operations of the venturer and the joint ven-
ture are so closely related that the joint venture liabilities implicitly belong to the venturer.
The current study determines creditors’ interpretation of joint venture debt by examining
the degree of association between bond risk premiums and accounting information in the
financial statements.
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