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Economic model of human behavior proposes divergence 
of interests between principal and manager, and therefore 
agency theory develops effective system for constructive 
agent’s behavior due to the difference in risk propensity, 
information asymmetry etc. The socio-psychological model of 
human behavior for stewardship theory proposes that 
manager’s behavior is pro-organizational and collectivistic, 
achieving higher utility by serving a group (organization), than 
by satisfying personal goals. A stewardship relation implies 
convergence of interests between principal and steward. 
Therefore, the relation is based on trust so principal supports 
and empowers manager-steward since the fundamental 
postulate of stewardship theory is that managers always act in 
such way to maximize the interests of a company, even if the 
control is completely absent (Podrug, 2010). 

 
4. CRITICS OF AGENCY THEORY  

 
Donaldson (1990) criticized the agency theory dominance 

in terms of methodology individualism, narrow-defined 
motivation model, regressive simplification, disregarding other 
research, ideological framework, organizational economics and 
corporate governance’s defensiveness.  

Focus of agency theory’s studies is individual consistent 
with rational, economic model of human behavior. However, 
absolute explication of every organizational activity should not 
be considered as equivalent to individual activity and that 
represents essential critic of structuralism. 

It is extremely important to stress that Williamson’s axiom 
about opportunistic agent’s behavior over time has gained many 
different forms and interpretations. Williamson (1985) 
identified opportunistic behavior of the minority of individuals, 
the not majority. „Individual sometimes acts opportunistically 
and trustworthiness is hardly ex ante transparent. Therefore, it 
is compulsory to conduct ex ante screening and develop ex post 
assurance mechanisms or, in contrary, opportunistic individual 
will exploit circumstances towards less opportunistic 
individual.” Since organizations cannot completely identify and 
eliminate opportunism, the fundamental proposition is that 
opportunism is possible and therefore control mechanisms are 
initiated. However, it is important to stress out that even in 
circumstances of highly specific assets, where the probability of 
opportunism is extremely high, there are individuals who will 
give priority to cooperation and trust and will not initiate 
opportunistic behavior (Hill, 1990).  

Donaldson (1990) had an interesting observation that all of 
organizational economics’ academics (Jensen and Meckling, 
Barney and Ouchi...) paid no attention to the organizational 
behavior research (Argyris, Loche, Mitchell, Salancik…), and 
ignored organization theory research (Child, Burns, Galbraith, 
Hage, Woodward…) and consequently developed assumptions 
disregarding essential conclusions from traditional management 
theory. Traditional management theory as well recognizes 
managerial errors, but not as calculated actions, but as a result 
of information insufficiency, knowledge shortage or as a group-
thinking effect. 

Proponents of agency theory state that control mechanisms 
are obligatory for directing opportunistic managerial behavior, 
although empirical researches confirm that control generates 
stronger individualistic behavior, reduces proactive 
organizational behavior and trustworthiness, and lastly results 
with distrust (Podrug, 2010). Agency theory is not normative 
theory. Agency theory’s predictive strength lies in description 
of the situations where parties act rationally, focusing on their 
personal interest, with risk aversion or unbiased towards risk.   

Goals' divergences, divergence in attitude towards risk and 
information decentralizations are agency theory fundaments. If 
these assumptions about conflict interests and information 
asymmetry are allayed, then agency problem becomes trivial 
and scientifically not interesting. In circumstances of equal 

information approach, principal would easily define and control 
agent’s behavior and fittingly compensate agent. If principal 
and agent have matching interests, then agent’s motivation is 
not unclear (Tipurić, 2008).  

Analyzing phenomena only within agency theory 
framework may result in: 1) disregarding of principal’s 
obligation towards agent; 2) ignoring distrust development and 
disrespect of agents; 3) neglecting ethical aspects and 4) 
overlooking of prospective solutions consistent with ethical 
norms.  

From corporate governance perspective, successful 
resolution of agency problem (if possible) significantly reduces 
potential and validity of agency theory in analysis of governing 
relations, leaving opportunity for application of stewardship 
theory and other organizational theories. 
 
5. CONCLUSION  
 

If we are aware of modern business conditions where 
modern technologies provide possibility for lowering 
transactional costs, then the only distinctive competency of 
companies becomes ability to coordinate sub-contractual 
activities on the market. Therefore, companies ought to focus 
on human resources and their competencies. Agency theory, 
despite all limitations, can realize previously stated, but 
implementation of following postulates is necessary: (1) 
company is institution of people, with distinct members, and 
not only one owner; (2) stakeholders have economic and non-
economic interests meaning that self-interest does not exclude 
interest for others; (3) company is not only based on contractual 
agreements and company is also association of people; (4) role 
of the company is not maximization of shareholders’ wealth, 
yet self-actualization of all stakeholders. 
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