
FUNDAÇÃO GETULIO VARGAS 

ESCOLA DE ADMINISTRAÇÃO DE EMPRESAS DE SÃO PAULO 

 

 

 

 

ALESSANDRA GINANTE YOCKELSON 

 

 

 

 

Examining the CEO’s Impact on Strategic Changes in Technology Organizations 

 

 

 

 

 

 

 

 

 

SÃO PAULO - SP 

2020  



ALESSANDRA GINANTE YOCKELSON 

 

Examining the CEO’s Impact on Strategic Changes in Technology Organizations 

 

Dissertation submitted to the Escola de 

Administração de Empresas de São Paulo of 

Fundação Getulio Vargas, in fulfillment of 

the requirements for the degree of Doctor of 

Business Administration. 

 

Field of Study: Strategic Management 

Approval Date: 07/23/2020 

 

Advisor Prof. Luiz Artur Ledur Brito, Ph.D.  

 

 

 

 

 

 

 

 

 

SÃO PAULO - SP 

2020 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Yockelson, Alessandra Ginante. 

     Examining the CEO’s impact on strategic changes in technology organizations / 
Alessandra Ginante Yockelson. - 2020. 

     300 f. 

  

     Orientador: Luiz Artur Ledur Brito. 

     Tese (doutorado CDAE) – Fundação Getulio Vargas, Escola de Administração de 
Empresas de São Paulo. 

  

     1. Diretores-executivos. 2. Planejamento estratégico. 3. Capacidade executiva. 4. 
Desenvolvimento organizacional. 5. Desempenho. I. Brito, Luiz Artur Ledur. II. Tese 
(doutorado CDAE) – Escola de Administração de Empresas de São Paulo. III. 
Fundação Getulio Vargas. IV. Título. 

  

  

CDU 658.012.2 

  

  

Ficha Catalográfica elaborada por: Isabele Oliveira dos Santos Garcia CRB SP-010191/O 

Biblioteca Karl A. Boedecker da Fundação Getulio Vargas - SP 

 



ALESSANDRA GINANTE YOCKELSON 

 

Examining the CEO’s Impact on Strategic Changes in Technology Organizations 

 

Dissertation submitted to the Escola de 

Administração de Empresas de São Paulo of 

Fundação Getulio Vargas, in fulfillment of 

the requirements for the degree of Doctor of 

Business Administration. 

 

Field of Study: Strategic Management 

Approval Date: 07/23/2020 

 

Examination Committee: 

___________________________________ 

Professor Luiz Artur Ledur Brito, Ph.D. 

(Advisor) FGV-EAESP 

___________________________________ 

Professor Maria José Tonelli, Ph.D. 

FGV-EAESP 

___________________________________ 

Professor Antonio Batista da Silva Jr., Ph.D. 

Fundação Dom Cabral 

___________________________________ 

Professor Roberto S. Vassollo, Ph.D.  

Universidad Austral – IAE Business School 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Dedication 

In loving memory of my biggest supporter 

and best role model: my mother, the late 

Lucia Luiza Ruviero Ginante.  

This one is for you, Mom. 

 

 

 



ACKNOWLEDGMENTS 

I would like to start by thanking my beloved husband, David, for your unconditional support to 

my success. I will never forget that you metaphorically ran next to me all the way up to the 

finish line of this academic marathon.  

To my parents, Lucia Luiza Ruviero Ginante and Gemar Ginante, thank you for your parenting, 

which gave me all the conditions to transform my life through education: intellectual curiosity, 

self-esteem, and grit.  

To my advisor, Professor Dr. Luiz Artur Ledur Brito, for being such an amazing enabler of this 

achievement. Thank you for your trust in my capabilities, your passion for my research, the 

invaluable insights, and the always-on availability to show me the way. I would not have done 

it without you. 

My special appreciation goes to the CEOs Bob Swan, Craig Gass, Cristina Palmaka, Fabricio 

Bloisi, and Frederico Trajano Junior, whose trajectories as CEOs transforming organizations 

made this study possible. Your job demands are unimaginable to most, and yet you found time 

to teach me so much. 

To all the executives interviewed without whom this study would not have been 

methodologically rigorous and managerially insightful. You were instrumental in unlocking the 

black box of organizations: Adriana Aroulho, Ana Luiza Herzog, Ana Paula Rodrigues, Aury 

Ronan, Bernhard Ries, Carolina Bastos, Christopher George, Emerson Ginanti, Flavio Stecca, 

Hank Holzapfel, Matheus Fonseca, Marcelo Silva, Maycon Fernandes, Natalia Zeferino, Paula 

Jacomo, Penny Townsend, Peter Koslowski, Ramsay Chu, Roberto Belissimo, and Rose 

Schooler. 

To Professors Dr. Maria José Tonelli and Dr. Thomaz Wood Junior. Thank you for teaching 

me the ins and outs of the academic life and for so generously lending me your experiences and 

wisdom to overcome all the many obstacles I faced. In the same vein, I want to thank all the 

professors and classmates for the countless hours of studying, debating, and laughter together. 

To Professors Dr. Joana Sabrina P. Story and Dr. Jorge Manoel T. Carneiro for your invaluable 

contributions to my qualifying examination committee. 

To my nieces Amanda and Maria Luiza and to my nephews Luca and Max. You inspire me to 

remain curious and youthful, and I count on you to carry forward the commitment to education 

that runs in our family. 

To all the participants of the 39th annual conference of the Strategic Management Society in the 

cold Minneapolis/MN in October of 2019. Your research expanded my horizons in ways that 

you and I will never fully realize.  

To God for having created the conditions for me to complete one of the most laborious and 

rewarding ventures of my life.  



   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“There is only one good, knowledge, and 

one evil, ignorance”  

Socrates 

  



ABSTRACT 

This research is in the field of Strategic Management, and it relates to how CEOs impact 

strategic change in the pursuit of competitive advantages for their firms. The research objective 

is to answer the following question: how do CEOs impact firms’ strategic changes in high-

velocity technology markets? It draws from the emerging field of study of dynamic managerial 

capabilities, a term defined as “the capabilities with which managers build, integrate, and 

reconfigure organizational resources and competences” and coined by Adner and Helfat (2003, 

p.1012) in their attempt to explain the causes of firm idiosyncrasies that lead to performance 

variances among organizations. This multiple case study is exploratory and qualitative, and it 

contributes to understanding how the so-called CEO effect (Lieberson & O’Connor, 1972; 

Bertrand & Schoar, 2003; Crossland & Hambrick, 2011; Fitza, 2014; Quigley & Hambrick, 

2015; Quigley & Graffin, 2017), a construct extensively studied across industries, may apply 

to individual firms, given that little is known about the process by which CEOs impact strategic 

change. Moreover, the study contributes to expanding the underpinnings put forward by 

dynamic managerial capabilities scholars as well as to the limited set of empirical studies 

available on dynamic managerial capabilities. The main findings are that CEOs impact strategic 

change by purposefully steering the multileveled interplay of individual capital possessed both 

by themselves and by the top management team; the relational capital nurtured in one-to-one 

relationships; the organizational capital, enacted predominantly by the management system; 

and the reputational capital that resides between the CEOs and all individuals who know of 

their existence. The CEO’s cognition, human capital, and social capital were identified as 

individual underpinnings for strategic change, and equally important, the CEO approachability 

and interpersonal skills in combination with the orientation towards customers, and the CEO’s 

high expectations pertaining to the caliber of the TMT. The most relevant underpinnings of 

relational capital were: the CEO's ability to provide direction, his or her encouragement to risk-

taking, the behavioral integration in the TMT, and the CEO efforts to mitigate silos. The sacred 

rituals of the firm’s management model, which in turn reinforces its culture model, and yields 

unity around the company’s vision, were the patterns related to organizational capital. Lastly, 

the CEOs’ visibility and storytelling around the strategic change, behavioral modeling for 

others, and signaling for self-selection make up their reputational capital. 

Key-words: CEO Effect, Dynamic Managerial Capabilities, Strategic Change, Firm 

Performance  
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1. INTRODUCTION 

 The chief executive officer of a firm is an individual who certainly draws fame and 

money. The societal fetishism for CEOs comes from the media, investors, government officials, 

employees, customers, and the general public. At times they are seen as heroes, other times as 

villains, and in most cases a bit of both. Jeff Bezos’s annual letter to shareholders reads like an 

updated version of Pharaoh Rameses II’s so let it be written, so let it be done. Microsoft’s 

founder and ex-CEO Bill Gates became a philanthropist fighting poverty and a global thought 

leader on pandemics like COVID-19. Elon Musk’s SpaceX rockets, his talks on the end of the 

universe as well as his whiskey and marijuana preferences are equally notable by the public. 

  Arguably, both the romanticization of CEOs as well as their heightened impact on 

firms’ results have taken place in the past decades (Quigley & Hambrick, 2015). The so-called 

CEO effect (Lieberson & O’Connor, 1972; Bertrand & Schoar, 2003; Crossland & Hambrick, 

2011; Fitza, 2014; Quigley & Hambrick, 2015; Quigley & Graffin, 2017), has been extensively 

studied across industries and, although conclusions vary according to datasets and 

methodological procedures adopted, they indicate that CEOs matter to firm performance. 

 Nevertheless, the theory to explain the ingredients and the process by which the 

CEO effect occurs within the individual firm is underdeveloped.  Research on the impact of 

CEO attributes such as background, personality, or leadership style, on firm performance is 

sporadic and fragmented (Liu, Fisher, & Chen, 2018), which keeps the answer to how the CEO 

matters to performance variance among firms hidden within the black box of organizations. 

Most academic production on the CEO effect has been quantitative and cross-industries, which 

on the one hand, draws attention to the overall significance of the CEO impact, but on the other 

hand, it does not elicit in-depth insights on the complex social phenomena existing in the firm. 

 Moreover, and even though the resource-based theorists and the dynamic 

capabilities scholars have offered relevant contributions to how the firm’s resources can explain 

a material portion of its performance variance, their findings apply to the organizational level. 

Hence, they fall short of explaining how the interplay among the multiple levels existing 

between the individual CEO and the ultimate outcomes of the firm occurs. Kraaijenbrink, 

Spender, and Groen (2010) stated that, despite its importance, the role of managers is the most 

underdeveloped element in the resource-based theory in terms of the resource-related processes 

or actions they initiate and oversee. In the same vein, Bellner and MacLean (2015) see many of 
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the difficulties faced by the dynamic capabilities literature as being rooted in the 

underdeveloped treatment of individual and collective action on the part of managers, 

strategists, and workers. For the authors, the focus has been on what dynamic capabilities are, 

as opposed to how they are used and what people actually do.  

 Additionally, the concept of dynamic managerial capabilities (Adner & Helfat, 

2003; Helfat et al., 2007), which is an attempt to bridge individual and organizational levels, 

particularly when firms are immersed in uncertain environments, has been understudied 

theoretically and empirically. Moreover, by predominantly focus on underpinnings that reside 

with individual managers, arguably, it does not respond to how the multilevel phenomenon is 

effectuated. Lastly, the dynamic managerial capabilities framework has drawn mainly from 

research within strategic management, except for Helfat and Peteraf (2015). In contrast, 

research on organization behavior and applied psychology present an opportunity to elicit 

further understanding. As posited by Felin, Foss, Heimeriks, and Madsen (2012), there are 

opportunities for linking strategy with research in organizational behavior and applied 

psychology that helps explain how individual-specific styles and characteristics affect 

capabilities. 

 Next, considering that the environment dynamism, which is a critical boundary 

condition for the increased CEO effect (Quigley & Hambrick, 2015; Quigley & Graffin, 2017) 

and for the relevance of organization dynamic capabilities for firms to remain competitive 

(Eisenhardt & Martin, 2000), is becoming more pervasive across industries, firms are being 

required to transform and adapt at higher and faster rates than they would in more stable market 

conditions. In this context, the chief executive is perceived to be critical in impacting 

intermediate outcomes like strategic decisions and strategic change that will ultimately help 

shape the firm’s performance, as they are more likely to face novel, disruptive events (Hambrick 

& Mason, 1984; Helfat et al., 2007; Nadkarni & Barr, 2008; Liu et al., 2018).  

  The reasons mentioned above, combined with somewhat limited access by 

researchers to individual CEOs, might have contributed to the relatively sparse academic 

production on how the CEO effect on the firm’s performance is effectuated, despite its 

significance. Therefore, this research is posed to answer the following question: how do CEOs 

impact firms’ strategic changes in high-velocity technology markets? 
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 Scholars describe the economic growth of firms as one of the most important goals 

of for-profit organizations (Penrose, 1959; Porter, 1985; Prahalad, 1993; Hitt, Ireland, & 

Hoskisson, 2002). Firms are expected to achieve sustainable economic growth, but their success 

rate varies, and there are different academic viewpoints on why that is.  

 Organization ecologists propose that organizations can’t adapt and, instead, they 

are selected by the environment (Hannan & Freeman, 1977). On the other hand, among scholars 

that posit that firms can adapt, there is also a long-standing scholarly debate on whether industry 

or firm matters most in explaining the performance variance among firms.  

 In uncovering the causes for accounting profitability variances among firms, 

Schmalensee (1985) described three different traditions on the sources of differences: the 

classical tradition that assumed differences among firms as transitory or unimportant unless 

based on scale economies. The revisionist tradition posited that there are persistent efficiency 

differences among sellers, at least in some industries. And, the managerial tradition that stated 

that some firms are better managed than others and that one can learn management skills that 

are not industry-specific. Needless to say, the role of the CEO in influencing the firm’s 

performance is portrayed oppositely between the classical and the managerial traditions.  

  Brito and Vasconcelos (2004) compared three different perspectives on the strategic 

competition among firms: the industrial organization perspective assumes that critical success 

factors are the industry structure and firms positioning; the Austrian school states that market 

equilibrium does not emerge because knowledge and innovation skills differ among firms; and 

the Chamberlain school affirms that idiosyncrasies among firms’ resource bases are the reason 

for performance heterogeneity. By summarizing findings from Schmalensee (1985), Rumelt 

(1991), Roquebert, Phillips, and Westfall (1996) and McGahan and Porter (1997), they 

concluded that the individual firm or business unit is the most relevant component of the total 

variance, ranging from 33.79% and 46.37%. Brito and Vasconcelos (2004) also concluded that 

the industry represented the second largest component in explaining performance variance.  

 The same authors (2009) studied revenue growth rate variance as opposed to the 

predominant use of profitability in the extant literature. Their findings were that firm effects 

explain more than 40% of the total variance in firms’ three-year compound growth rates. The 

country came second at 10%, and the industry was third at 5-7%. Hoopes and Madsen (2008) 

concurred that the business unit class of analysis explains the most variance in performance 
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among firms. They acknowledged, though, that the strategy field lacks a cohesive and 

cumulative body of empirical work showing how firms differ.  

 Among the firm-specific performance variance components, the CEO’s managerial 

services to the firm seem to be of importance. Since at least Lieberson and O’Connor’s (1972) 

seminal work on the extent to which firm performance can be assigned to the CEO versus 

environment factors, although predominantly narrowly focused only on financial performance 

so far, there is a view on the extant literature that the CEO effect has increased substantially 

and the influence of contextual factors such as industry and firm have declined (Quigley & 

Hambrick, 2015; Quigley & Graffin, 2017). Bertrand and Schoar (2003) concurred with the 

view that there is a materially relevant managerial fixed effect on a firm’s performance. 

 In conclusion, regardless of whether industry or firm matters most, they are both 

relevant to explain performance heterogeneity. Moreover and even though the CEO effect on 

firm performance has been very narrowly studied in terms of lagging financial indicators only, 

the CEO is one of the firm-specific components that matter to performance variance.  

 The environment where firms compete in is the other side of the same coin, as 

achieving and sustaining superior performance becomes particularly challenging in rapidly 

changing, high uncertainty conditions (Eisenhardt & Martin, 2000). Hence, such environments 

increase the relevance of the question around how firms can effectively adapt their 

heterogeneous resource base and ultimately attain evolutionary fitness, at least temporarily 

(Helfat et al., 2007). 

 Several authors described high-velocity environments (Eisenhardt & Bourgeois, 

1988; Athuahene-Gima & Li, 2004; Sidhu, Commandeur, & Volberda, 2007; Nadkarni & Barr, 

2008) as situations where there are rapid and unpredictable changes in demand, competition, 

and technology, information flows are inaccurate, unavailable, or become obsolete quickly, 

and the potential for learning from feedback is low and opportunities are transient.  

 Under these circumstances, it is reasonable to assume that maintaining the status 

quo or relying on incremental changes and decisions is risky, at best, as firms need to 

continuously (re)create and sustain a viable market for their goods or services. Helfat et al. 

(2007) posited that firms have the mandate to strategically change for them to adapt to and 

exploit contextual changes while seeking opportunities to create new businesses through 

technological, organizational, or strategic innovation.  
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 Why high-velocity environments seem to widen the CEO effect? In relating the 

dynamic environment with strategic actions taken by firms’ top management, Nadkarni and 

Barr (2008) described that, in such high-velocity contexts, strategic leaders see the environment 

as unanalyzable, making it difficult to forecast or rely on well-defined competitors, stable 

market channels, and loyal customer groups for sense-making. For Clark and Maggitti (2012) 

this type of environment presents non-routine situations that call for adjustments to resource 

allocations to meet the demands better, and it increases the rate of strategic decisions required 

that differ from other kinds of decisions in importance, urgency, complexity, duration, 

uncertainty, and the composition of the decision-making team. As a consequence, for the 

strategic leader to positively impact the firm in high-velocity markets, he or she needs to have 

the capacity to exercise increased levels of mental activities (Helfat & Peteraf, 2014) concerning 

his or her work duties. Liu et al. (2018) concurred that CEOs make their most telling and 

significant decisions when their firm is confronted with a nove, disruptive, or critical event. 

 CEO’s work duties that are likely to influence a firm’s performance are plenty. 

They entail: strategic changes such as acquisitions and divestitures, geographic expansion, 

product diversification, innovation, capital investments, and firm risk-taking (Wang, Holmes 

Jr, Oh, & Zhu, 2016); organizational design choices and leadership behaviors (Quigley & 

Hambrick, 2015; Quigley & Graffin, 2017); and day-to-day decisions such as the hiring of the 

top management, pricing, advertising, investors relations, a culture that guides the decisions of 

lower-level employees (Wang et al., 2016).  

 For purposes of this study, strategic changes were chosen as intermediate outcomes 

to the firm’s performance, as suggested by Helfat et al. (2007), given the distal relation between 

the individual CEO and the ultimate performance of the firm. Moreover, the choice of the 

technology sector for its high-velocity should be rather obvious. Not only is this industry subject 

to continuous disruption because of R&D breakthroughs both in hardware as well as in software 

solutions, but also because technological innovation is a crucial determinant of the dynamism 

level of any sector (Rattner, 1984). 

 In recent years, the technology firms and their CEOs became immensely popular, 

as the relatively young, highly dynamic industry enjoys significant economic growth 

(Wakabayashi & Phillips, 2020). The technology big five (Alphabet, Microsoft, Apple, 

Amazon, and Facebook) are either well beyond or on their way to a $1 trillion market valuation 

each. 29 out of the 50 best CEOs in a 2018 ranking are from technology firms (Bastone, 2018), 

https://www.nytimes.com/by/daisuke-wakabayashi
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and the Harvard Business Review’s 2019 CEO 100 ranking chose six technology CEOs among 

the top 10 names featured (“The best-performing CEOs in the world”, 2019).  

 Is this surge due to the industry or firm effects? Do some of the merits belong to the 

CEOs themselves, who fared well in the high-velocity environment of technology? Success 

rates are highly concentrated among the top five technology firms, and their CEOs became 

legends in the corporate world. Intel, the 6th most valuable technology company in early 2020, 

was worth half of Facebook’s market capitalization during the same period. Thus, this may 

indicate that firm, and perhaps even CEO-specific, attributes, and processes are prominent in 

the performance variance observed. 

  The academic contribution of this study is primarily to put forward an integrative 

multilevel model that describes the process and the underpinnings utilized by the CEO in 

effectuating strategic changes, which are more likely to lead to superior performance by firms 

in high-velocity environments. Moreover, as the theoretical academic production on the 

dynamic managerial capabilities underpinnings, namely managerial cognition, managerial 

social capital, and managerial social capital, is somewhat limited, this study intends to expand 

the framework put forward by Adner and Helfat (2003). 

  This study also offers managerial relevance, as the research question addresses very 

strategic challenges that firms face in real life. Uncovering the elements related to positive CEO 

effect on the firm’s performance variance through strategic changes can provide boards of 

directors with guidance on CEO appointment and renewal decisions, specifically in terms of 

which factors to consider when assessing chief executives. This contribution is significant, 

considering that the CEO performance hazard takes time to be noticeable (Allgood & Farrell, 

2003), and mismatches are very costly. 

 Secondly, uncovering the process and underpinnings of CEOs leading strategic 

changes should be of value to the CEOs themselves, in their own journeys of effectuating 

change in ways that yield a higher propensity to generating a positive impact on firm’s 

performance. Additionally, the model can inform aspiring CEOs in a forward-looking matter, 

in terms of how to steer their career decisions in ways to enhance their individual capital. 

 To attain these contributions, and given the research question, the research method 

chosen was the multiple case study of five technology firms, which is a method particularly 
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well-suited for inductive theory development as the intention is a deeper understanding of the 

specific instances (Santos & Eisenhardt, 2005).  

  This dissertation document is outlined in five chapters. 

 Chapter 1 introduces and contextualizes the research topic and discusses its 

significance. This chapter also outlines how the dissertation document is organized. 

 Chapter 2 presents an overview of the relevant literature that informed the 

exploratory study of the relations among CEOs, dynamic capabilities, dynamic managerial 

capabilities, strategic change, and firm performance. The literature review is organized into 6 

main sections. The first section introduces dynamic capabilities, followed by a section that 

explores dynamic managerial capabilities and its underpinnings. Section 3 focuses on the CEO 

and upper echelon of the firm. Next, section 4 reviews various approaches to conceptualizing 

leadership. Section 5 clusters key constructs around human behavior, namely attention and 

emotions, various motivation theories, and Bandura & Walters’ (1977) social cognition theory. 

Lastly, section 6 presents a summary of the main findings from the literature review. 

 Chapter 3 addresses the research methodology, restating the research question and 

objectives, providing the theoretical background that underscores the inductive theory building 

approach, and conveying a detailed description of the research method. It describes the research 

unit of analysis, the nature of the sample, the selection and size criteria utilized, the primary 

and secondary data collection techniques, and the data analysis protocol. 

 Chapter 4 is comprised of contextual descriptive information on each case study as 

well as a comprehensive qualitative description of findings from primary and secondary data 

on each of the 5 cases individually studied. It also presents cross-case analysis results. 

 Chapter 5 addresses the research conclusions and presents the main discussions 

derived from them. The utility of the research is assessed, its practical implications are 

considered, and the contribution of this study to the theoretical and practical knowledge on the 

impact of CEOs in strategic changes is clarified. Practical consequences for organizations and 

strategic leaders are articulated. 

 Moreover, Chapter 5 acknowledges this research’s limitations and, finally, sets 

forth recommendations for future research.  
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2. LITERATURE REVIEW 

 The plausible answers to the question of how CEOs of firms in the high-velocity 

technology industry impact strategic changes that lead to heterogeneous business performance 

are based on a few assumptions. Firstly, they assume that firms can adapt to and influence their 

environment at different extents. Moreover, they also assume firm-specific components explain 

a sizable share of the performance variance among firms, and that the CEO can exert impact 

over such elements. 

 Hence, this literature review first draws from academic production on dynamic 

capabilities as this construct can help explain how firms can alter their resource base to adapt 

to and influence the external environment, in their continuous search of evolutionary fitness. 

Moreover, dynamic managerial capabilities, which are a type of the organizational dynamic 

capabilities that resides with individuals as opposed to organizations will be reviewed next, as 

they are considered particularly relevant for CEOs and top management teams effectuating 

strategic changes. 

 In the subsequent chapters, learnings from the upper echelons theory and CEO 

studies focused on their job duties and their effect as components of performance variance 

among firms are presented. The primary intent is a better understanding of the chief executive’s 

impact on strategic changes. 

 Lastly, as one of the contributions of this study is to import learnings from 

organizational behavior and applied psychology to a research question in strategic management, 

this review will present a historical perspective on scholarly approaches to leadership because 

CEOs are arguably the holders of the most visible leadership role in organizations. The most 

relevant constructs that are perceived by behavioral scientists to have an impact on human 

actions are reviewed next. They are: an individual’s attention and emotions; human motivation; 

social cognition; impression management; and power and influence. 

2.1 Dynamic capabilities 

  The notion that organizations will tend to specialize their knowledge, experience, 

and skills to perform activities that are related to uncovering as well fulfilling future market 

wants with the expectation that the output of such efforts, which are their products and services, 

will confer some degree of competitive advantages, is not new. It exists at least since 

Richardson (1972), and it indeed became a very prominent research topic among resource-
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based theory (RBT) scholars in the 1980s (Rumelt, 1984; Barney, 1986; Wernerfelt, 1988; 

Dierickx & Cool, 1989). 

 Despite the criticism RBT received (Priem & Butler, 2001; Foss & Knudsen, 2003; 

Kraaijenbrink, Spender & Groen, 2010), some of which was concerning the all-encompassing 

definition of resources and its static perspective, which does not seem to capture the dynamic 

aspects of the market, it regained strength with the introduction of the concept of organization 

capabilities, insofar as its theorists view such capabilities as a critical component of firms’ 

performance heterogeneity derived from its resource base. 

  Organizational capabilities were first defined by Winter (2000, p.983) as a “high-

level routine (or collection of routines) that, together with its implementing input flows, confers 

upon an organization’s management a set of decision options for producing significant outputs 

of a particular type”.   

 Firms possess different degrees of various capabilities and, according to Winter 

(2000) and Teece (2014), they can be categorized into two types: operational (or ordinary) 

capabilities and dynamic capabilities. Operational capabilities pertain to the (ideally excellent) 

performance of administrative, operational, and governance functions and, by doing so, they 

enable the firm to achieve results in the present (Winter, 2003). They are foundational, zero-

level capabilities that allow firms to perform well-delineated tasks. They entail doing things 

right (Teece, 2014). 

  Teece, Pisano, and Shuen (1997, p. 516) defined dynamic capabilities as “the firm’s 

ability to integrate, build, and reconfigure internal and external competences to address rapidly 

changing environments”. They are particularly relevant for this study because dynamic 

capabilities refer to the capacity of an organization to intentionally transform its resource base, 

enabling the firm to achieve evolutionary fitness through adaptation and shaping of the external 

environment (Helfat et al., 2007).  

 They are first-level capabilities that have the potential of enabling firms to do the 

right things. For Teece (2014), the notion of dynamic capabilities entails agility, innovation 

both in processes and products, unique managerial orchestration, organizational culture, and an 

anticipatory assessment of the business environment and technological opportunities. 
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 Early propositions on the relationship between dynamic capabilities and a firm’s 

performance stated that they don't impact the firm’s performance directly as the operational 

capabilities do. They enable a firm to alter how it currently makes its living (Helfat & Winter, 

2011). They are necessary to renew the stock of ordinary capabilities possessed by firms over 

time (Teece & Pisano, 1994). Nevertheless, a meta-analysis conducted by Karna, Richter, and 

Riesenkampff (2016) found no difference in both capability types’ performance effects. 

 Such findings might be explained due to the assumption by scholars (Teece, 2014) 

that best practices underpinning ordinary capabilities are easily transferred among firms and, 

therefore, cannot be the source of competitive advantages. This imitability might not happen so 

easily in practice as many firms are victims of execution holes (Powell, 2004). These findings 

pose the question of whether the distinction between ordinary and dynamic capabilities is 

helpful in practice. Karna, Richter, and Riesenkampff (2016) found evidence that both 

positively affect the financial performance of the firm. They also found that such effects are 

visible in changing but also in stable environments. 

 Organization ambidexterity, a term first used by Duncan (1976), some of whose 

most prominent proponents are Tushman and O’Reilly III (1996, 2011, 2013) and Gibson and 

Birkinshaw (2004), might also help explain the fact that both ordinary and dynamic capabilities 

are necessary for firm survival and performance. It pertains to the notion that ecologically fit 

organizations can exploit their current resources to maximize performance given today’s 

business demands as well as to explore new markets and technologies and configure or 

reconfigure resources to capture new opportunities. For O’Reilly III and Tushman (2011), 

organization ambidexterity is at the core of dynamic capabilities. The authors assign critical 

roles to senior managers for organizations to be ambidextrous. Such roles will be reviewed in 

the dynamic managerial capabilities chapter as they pertain to individuals as opposed to 

organizations. 

  Referring back to dynamic capabilities, for analytical purposes, Teece (2007) 

disaggregated the construct in what he called three different capacities: (i) to sense and shape 

opportunities and threats, (ii) to seize opportunities, and (iii) to maintain competitiveness 

through enhancing, combining, protecting, and, when necessary, reconfiguring the firm’s 

assets. 
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 In 2014, Teece further described what he then called three primary dynamic 

capabilities clusters, which became widely adopted by strategic management scholars: 

identification, development, co-development, and assessment of technological opportunities 

concerning customer needs (sensing); mobilization of resources to address needs and 

opportunities, and to capture value from doing so (seizing); and continued renewal 

(transforming).  

  Another seminal article on dynamic capabilities was presented by Eisenhardt and 

Martin (2000, p.1106), in which they stated that “dynamic capabilities consist of specific 

strategic and organizational processes […] that create value for firms within dynamic markets 

by manipulating resources into new value-creating strategies”. 

 Eisenhardt and Martin (2000) posited that patterns of dynamic capabilities vary 

with different degrees of market dynamism. In moderately dynamic situations, they resemble 

the traditional concept of routines, which seems more aligned with Teece et al. (1997)’s 

definition of dynamic capabilities. In contrast, in high-velocity markets where “industry 

structure is blurry, dynamic capabilities are simple, experiential, unstable processes that rely on 

quickly creating new knowledge and iterative execution to produce adaptive but unpredictable 

outcomes” (Eisenhardt & Martin, 2000, p.1106). Such attributes describe well the market 

dynamics of the technology industry not only in terms of the fast pace in which innovation in 

compute, data storage and transfer, and networking capabilities enables exponential growth of 

new applications such as artificial intelligence, machine learning, and Internet of Things, but 

also the fact that new software applications transform business models and disrupt adjacent as 

well as unrelated industries.  

 Because over time organizational dynamic and ordinary capabilities have been the 

focus of a broad range of authors with varying views, Wang and Ahmed (2007) and Barreto 

(2010) reviewed numerous definitions of dynamic capabilities and they drew contrasts among 

authors in the following dimensions: 

(i) The nature of such capabilities, ranging from abilities (or capacities) but 

also as processes, analytical or experiential routines;  

(ii) Their specific role, be it related to changing critical internal components of 

the firm and the market; 
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(iii) Their relevance in different contexts, in the sense that some authors attest 

that dynamic capabilities are only relevant in highly dynamic environments, 

whereas others acknowledge their significance in both stable and dynamic 

environments, and others ignore the environment specificity; 

(iv) Most authors agree that there is a learning mechanism by which dynamic 

capabilities are created and developed over time. The formation of dynamic 

capabilities suggests that they are a product of a layered construction with 

numerous components – or micro-foundations – supporting several levels 

underneath (Felin et al., 2012); 

(v) There are diverging views among scholars in terms of dynamic capabilities 

heterogeneity: some, like Teece et al. (1997) state that they are firm-specific 

and unique. Jacobides and Winter (2012) share the same view with a 

compelling argument that strategic decision-makers can be confronted with 

the same problem but will resolve it in varied ways according to their view 

of the situation at hand, the resources they have available, and their 

assessment of their competencies. On the other hand, others like Eisenhardt 

and Martin (2000) asserted that dynamic capabilities present commonalities 

across firms; 

(vi) Relationship between firms’ dynamic capabilities and their performance: 

whereas Teece (2007) reiterated that the intention behind the dynamic 

capabilities framework was to explain the firm-specific sources of its 

competitive advantages and, similarly, Zott (2003) maintained that dynamic 

capabilities might influence performance through modifying a firm’s bundle 

of resources or routines,  and Eisenhardt and Martin (2010) contended that 

dynamic capabilities are necessary but not sufficient for firms to enjoy 

competitive advantage;  

(vii) The extent to which firms succeed in making a living and ultimately prosper 

and grow depends on their ability to match external context and its internal 

resources effectively, or in other words, the evolutionary fitness (Helfat et 

al., 2007); 

(viii) The purpose of dynamic capabilities varies per scholars, from addressing 

rapidly changing environments to creating market changes or pursuing 

effectiveness. 



26 

 

 More recently, Kurtmollaiev (2020) summarized the prolific views on dynamic 

capabilities in two main clusters. They are the ability-based approach, which defines 

capabilities in ways that he considered circular, as abilities, capacities, or competences, and the 

routine-based approach that sees capabilities as organizational routines blurrily differentiated 

between ordinary and dynamic.  

 The author’s view is most different from other dynamic capability scholars 

concerning the unit of analysis where such capabilities belong. Kurtmollaiev (2020) claims to 

refine Helfat et al.’s (2007, p.3) definition of dynamic capabilities as “the regular actions of 

creating, extending, and modifying the organizational resource base” by not describing the 

construct as the capacity of an organization and instead by affirming that dynamic capabilities 

apply to specific individuals in organizations. 

  This conclusion is drawn initially by contrasting Teece et al.’s (1997) original view 

on dynamic capabilities embedded in the firm’s organizational processes with Teece’s (2014) 

assertion that such capabilities reside at least partially with individual managers.  

 Kurtmollaiev (2020) also refers to a gradual movement towards more emphasis on 

the role of senior leaders as individual decision-makers and their unique position to influence 

changes by other strategic management scholars (Zahra et al., 2006; Sirmon & Hitt, 2007; 

Augier & Teece, 2009; Martin, 2011; Danneels, 2011; Teece, 2012; Kor & Mesko, 2013; Di 

Stefano, Peteraf, & Verona, 2014; Helfat & Martin, 2015; Helfat & Peteraf, 2015).  

 The author also stated that such movement is being partially stimulated by the 

notion of dynamic managerial capabilities, reviewed next. 

Most essential insights to answer the research question 

 Despite the varying views on dynamic capabilities, the construct serves this study 

well because such capabilities certainly concern strategic change. They have the condition to 

transform the firm’s resource base to take advantage of internal and external context changes. 

They help explain the process by which an organization achieves evolutionary fitness through 

sensing and shaping opportunities and threats, seizing opportunities, and enhancing, combining, 

protecting, and reconfiguring its resources.  

 Given the relevance of dynamic capabilities in strategic change, the understanding 

of how CEOs impact firms’ strategic change requires an examination of how they affect the 
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firm’s capabilities in sensing internal and external environments, seizing opportunities, and 

transforming the firm’s resource base. Criticism of the dynamic capabilities is that they are 

analyzed at the organizational level, but the intervention of individuals and social mechanisms 

are required for their existence. Last but not least, it is important not to discount the role of 

ordinary capabilities as another construct that CEOs may influence. 

2.2 Dynamic managerial capabilities 

 The relation between a firm’s performance and its organizational leaders has been 

studied at least since Penrose’s (1959) seminal work on the theory of the growth of the firm, 

under the view that it is the quality of the strategic managers’ managerial services that enables 

the economic growth of the firm. For the author, there is an iterative relationship between the 

firm’s resources and the development of ideas, experience, and knowledge of its managers. 

Moreover, such an effect needs to take place in service of a firm’s growth. 

 As previously mentioned, although capability scholars consider it a construct that 

belongs to organizations as opposed to individuals, they have also acknowledged the primary 

role performed by strategic managers in implementing critical changes that enable firms to 

remain competitive in the marketplace (Teece, 2007, 2012, 2014; O’Reilly III & Tushman, 

2008). Augier and Teece (2009) compared strategic managers to fingers that enable the invisible 

hand of capabilities to work in a coordinated fashion. 

 Teece (2007) stated that strategic managers drive the micro-foundations of dynamic 

capabilities that enable enterprise-level capacities in sensing, seizing, and reconfiguring the 

firm’s resource base. He distinguished the micro-foundations driven by such managers from 

the broader category of dynamic capabilities in the sense that such micro-foundations have 

managerial intent. Hence, they enable a greater degree of spontaneity than dynamic capabilities.  

 Teece (2012) explicited the notion that top management is required to sustain the 

sensing, seizing, and transforming elements of dynamic capabilities. And Kurtmollaiev (2020) 

posited that dynamic capabilities are actually to be studied at the individual level of analysis 

with the viewpoint that macro-level phenomena are a result of individual behavior, and that any 

attempt to explain social systems needs to consider the individual level. 

 To help explain the relationship between organizational dynamic capabilities and 

the individual role of strategic leaders, Adner and Helfat (2003) introduced the concept of 
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dynamic managerial capabilities, reviewed next. At the inception of the dynamic managerial 

capabilities construct, Adner and Helfat (2003) empirically studied the US petroleum industry 

from 1977 to 1997. Their rationale for choosing this industry was that such capabilities are 

necessary under conditions of uncertainty and oil price shocks as well as constant price 

fluctuations impacted business profitability in unpredictable ways. 

 Such emphasis on this construct does not indicate that the CEOs’ dynamic 

managerial capabilities are the only relevant way in which they effectuate strategic change. 

Instead, it simply indicates that such capabilities were found to be an important one.  

2.2.1 Dynamic managerial capabilities – definition 

 Dynamic managerial capabilities, a term coined by Adner and Helfat (2003, p.1012) 

as “the capabilities with which managers build, integrate, and reconfigure organizational 

resources and competences”, entail describing the interplay between a firm’s top management 

and its dynamic organizational capabilities, fundamental in transforming the company’s 

resources on the ongoing search for evolutionary fit to the external environment. This, in turn, 

may lead to competitive advantages and superior business performance, particularly under 

conditions of uncertainty, as these require a higher degree of judgments about the appropriate 

course of action by strategic managers. 

 Harris and Helfat (2013) believe that dynamic managerial capabilities also affect a 

firm’s external environment. As such, the evolutionary fitness may happen not only by dynamic 

managerial capabilities influencing dynamic capabilities and, consequently, the firm’s resource 

base, but also by dynamic managerial capabilities influencing resources outside of the firm. 

 Helfat and Martin (2015a, p.1281) defined dynamic managerial capabilities as “the 

capabilities with which managers create, extend, and modify how firms make a living”. They 

reaffirmed that such individual capabilities help to explain the relationship between the quality 

of managerial decisions, strategic change, and organizational performance. 

 The same authors, in contributing to a book on creativity, innovation, and 

entrepreneurship, furthered the definition as “those capabilities that emphasize managerial 

activities, individually and in concert with others, to alter how an organization earns a living in 

the present” (Helfat & Martin, 2015, p.424). In this definition, they indicated the potential 

impact of actions by management that alter a firm’s operational (or ordinary) capabilities.  
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 Martin (2011) added an alternative distinction between dynamic capabilities and 

dynamic managerial capabilities that enriches the definition of the latter by not base it on the 

levels of analysis they belong to. For the author, the managerial capabilities are distinctly non-

routine. They contain elements of practiced behavior, hence not rooted in repetitive patterns.  

  Helfat and Peteraf (2015) presented a diagram (Figure 1) in which dynamic 

managerial capabilities, in support of the firm’s dynamic capabilities, were broken down in 

three classes: managerial sensing capabilities, referring to a manager’s regular action of 

recognizing opportunities and identifying customers’ latent needs; managerial seizing 

capabilities, or a manager’s regular action of addressing and taking advantage of opportunities 

through innovation, investments, and business model design as examples; and lastly, 

managerial transforming capabilities as a manager’s regular action of changing existing 

organizational resources and routines. The terminologies around sensing, seizing, and 

reconfiguring were drawn from Teece et al. (1997)’s dynamic capabilities framework, and 

applied at the strategic manager. 

Figure 1 

Managerial Cognitive Capabilities, Dynamic Managerial Capabilities, and Strategic Change 

 

Source: Helfat and Peteraf (2015, p.837) 

  Each one of the three classes had illustrative managerial cognitive capabilities as 

antecedents to the dynamic managerial capabilities. Perception and attention were portrayed as 

micro-foundations for managers’ sensing. In contrast, problem-solving and reasoning are 
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suggested to be underpinnings for managers’ seizing, and lastly, language and communication, 

and social cognition were presented as components of a manager’s reconfiguring dynamic 

managerial capabilities.  

 There are at least two areas of criticism related to dynamic managerial capabilities 

definitions. Notwithstanding the fact that the dynamic managerial capabilities construct has 

been named and defined as residing with (senior) management, which continues to be the most 

prevalent view to date, Salvato and Vassolo (2018) proposed an expansion of Helfat and 

Peteraf’s (2015) view, moving from emphasizing the role top entrepreneurial executives play 

in persuading others in the organizations to undertake new initiatives to the role that all 

employees have in participating in resource renewal, given that such effort is accomplished 

socially. By the same token, Kurtmollaiev (2020) also criticized Adner and Helfat’s (2003) 

definition for being restrictive to other individuals in organizations besides managers. 

 Felin and Powell (2016) posited that all employees are responsible for spotting and 

capturing opportunities because no one in the organization possesses enough information and 

capability to cope with the uncertainties from turbulent competitive environments. They also 

stated that CEOs are poorly placed to keep a close eye on fast-moving developments. 

Nonetheless, to convert individual capabilities into actionable collective intellect, firms need 

self-organizing processes designed and executed by managers. 

 Rothaermel and Hess (2007) have the view that dynamic managerial capabilities 

reside in large measure with the enterprise’s top management team as a whole, which does not 

weaken their argument that if the CEO has depth in all three classes of capabilities, the 

organization is more likely to succeed. 

 Not only has the argument that dynamic managerial capabilities may not 

exclusively belong to strategic managers been put forward but also, Vergne and Depeyre (2016) 

in studying how U.S. defense firms responded to the terrorist attacks in 9/11, have argued that 

dynamic capabilities and management’s superior cognition and attention don’t need to be 

present for firms to adapt. They also posited that ongoing adaptation rather than episodic 

strategic ones are more common and that strategic non-adaptation may also be an option.  

 Aside from the fact that Helfat and Martin’s (2015b) posited that not all managers 

have dynamic managerial capabilities and that the possession of a particular capability does not 

imply superiority, which could arguably support Vergne and Depeyere’s (2016) findings, their 
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study was performed in the context of reaction to an abrupt and unexpected external shock, in 

which strong ordinary capabilities were likely more relevant than dynamic capabilities. It is 

also not indicated the rate of velocity and ambiguity that strategic leaders had to face. 

2.2.2 Dynamic managerial capabilities – their micro-foundations or underpinnings 

 Understanding at a micro-foundational level what drives heterogeneity of top 

management decision making and actions, which in turn drives strategic decisions and change 

that create business performance heterogeneity, is perhaps the most significant contribution 

scholars can make in the field of dynamic managerial capabilities.  

 For Adner and Helfat (2003), dynamic managerial capabilities are comprised of 

three intertwined underpinnings (Figure 2): (i) managerial human capital (skills and abilities 

acquired from education, experience, training and learning in general), (ii) managerial social 

capital (the goodwill derived from relationships, both formal and informal, that confers 

influence, control and power and are used to obtain resources and information), and (iii) 

management cognition (belief systems and mental models utilized for decision-making). For 

Helfat and Martin (2015a), the three underlying factors that underpin dynamic managerial 

capabilities are not capabilities in and of themselves. They are individual-level assets. 

Figure 2 

The Underpinnings of Dynamic Managerial Capabilities 

 

Source: Adner and Helfat (2003, p. 1022) 
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  These underlying drivers not only produce impact by themselves but also by 

interacting with each other. Both separately and in combination, they influence the strategic 

and operational decisions of managers. Strategic managers will leverage knowledge, expertise, 

skills, and additional human capital as they make decisions. They will use information acquired 

via their social capital. Their cognition will create biases in the actions they take. For example, 

personal and professional experiences and managers’ interactions with the firm’s internal and 

external networks shape managerial cognition (Kor & Mesko, 2013), or by having access to 

elite educational networks, a CEO will be able to draw information from such relationships that 

will be useful in times of uncertainty (Jones & Cannella, 2012).   

 As individuals’ life trajectories are virtually unique, such processes make dynamic 

managerial capabilities heterogeneous. This might help explain the heterogeneity of firms’ 

strategic change efforts and their outcomes (Adner & Helfat, 2003). 

  Just as significantly, for Adner and Helfat (2003), the context heterogeneity of firms 

in terms of their resources and capabilities may impact the strategic manager’s dynamic 

managerial capabilities as well. This notion, applied to individuals, resembles path dependency 

in organizational capabilities (Dierickx & Cool, 1989). 

  Given the so far limited academic production on dynamic managerial capabilities 

and the underpinnings proposed by Adner and Helfat (2003), it became essential to expand this 

literature review to scholars who have researched similar constructs with different emphasis or 

introduced new attributes as underlying drives of top management strategic decision making 

and its consequent performance.   

 For brevity purposes, only sources that were found to provide new insights to the 

underpinnings described by Adner and Helfat (2003) will be mentioned. Moreover, and 

although the main findings were thematically clustered for analytical purposes, most authors 

emphasized the interaction of the micro-foundations or underpinnings with one another. 

Cognition 

 The three underpinnings initially proposed by Adner and Helfat (2003) have 

become widely adopted by other scholars. Nevertheless, Helfat and Peteraf (2015) strongly 

emphasized the differentiating weight of managerial cognition in terms of its impact on strategic 
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change and firm performance by stating that the realization of the benefits from varying degrees 

of dynamic managerial capabilities differs in part due to differences in managerial cognition. 

  Helfat and Peteraf (2015, p.832) went as far in stressing the superior relevance of 

managerial cognition as to introduce the term managerial cognitive capability, defined as “the 

capacity of individual managers to perform mental activities”. The authors see cognition as a 

combination of mental activities and mental representations, components that interact with one 

another, and whose capacity can be increased with practice. Cognition was approached as a 

process that entails knowing, attending, remembering, and reasoning as well as content related 

to the concepts, beliefs, or memories.  

 Helfat and Peteraf (2015) suggested that these managerial cognitive capabilities 

alone may contribute to the differential performance of organizations under conditions of 

change. The authors are not alone in their emphasis on managerial cognition as a foundational 

element of dynamic managerial capabilities. Corbett, Neck, and Laverty (2011) stated that 

cognitive scripts are antecedents to dynamic managerial capabilities, suggesting a process 

hierarchy among its underpinnings. Eggers and Kaplan (2013), also emphasizing the role of 

cognition, affirmed that it is a mechanism by which routines are transformed into capabilities. 

 Managerial cognition is of importance for the dominant logic proponents too. For 

Kor and Mesko (2013) the firm’s dominant logic is impacted by the managers’ dominant logic. 

This is because, when adapting to environmental circumstances, firms do so by adjusting 

according to management’s perception of such circumstances, which derives from their 

interpretations of reality versus their understanding of the capabilities available within the firm.  

Human capital 

  In what preceded the three underpinnings put forward by Adner and Helfat (2003), 

Castanias and Helfat (2001) presented the managerial rents model, where senior leaders have 

the potential to create rents by using their human capital to make and implement strategic and 

operational decisions. Such potential is moderated by the extent to which effort and motivation 

are not only present but also adequately directed. Notably, managerial human capital was the 

main focus of the article, but the authors suggested future research to incorporate managerial 

cognition and social capital to the model. 



34 

 

 Crossland, Jinyong, Hiller, Nathan, and Hambrik (2014) coined the term CEO 

career variety defined as the array of distinct professional and institutional experiences an 

executive has had before becoming a CEO, as an important attribute to gauge the ability of 

CEOs to lead strategic change and achieve superior results. CEO career variety is certainly an 

element of Adner and Helfat’s (2003) managerial human capital underpinning. 

  Relevant in the context of the three case studies this research conducted in Brazil, 

Serra, Três, and Ferreira (2016) indicated that too many years of specific experience is 

negatively related to performance among CEOs of Brazilian companies, which illustrates the 

importance of fit between the individual and the context. The individual’s possession of a 

specific underpinning at a degree that is beyond what the context might require may work in 

detriment of the resource base transformation.  

 Moreover, companies where the CEO had better academic qualifications didn’t 

necessarily achieve superior performance, longevity in role influenced performance in an 

inverted U-shape curve, the CEO’s technological competency helped results. Finally, in 

dynamic sectors, the diversity of experiences impacted performance (Sena et al., 2016). 

Social capital 

 The enhanced ability to stay abreast of information is one of the contributions of 

the CEO’s network of relationships that his or her social capital may generate and is most 

frequently mentioned in the literature. Additionally, social capital enables the interplay between 

the CEO’s dynamic managerial capabilities and the dynamic managerial capabilities of other 

individuals in the environment. Such relationships, if involving cognitively diverse individuals, 

provide access to pluralistic perceptions and interpretive lenses (Kor & Mesko, 2013). 

 The benefits of social capital are exponentially more considerable if orchestrated 

beyond the CEO’s networks to the optimum point until an excessive number of connections 

actually might become a distraction to the firm. This topic will be reviewed later as part of the 

role of top management teams. 

 Martin and Bachrach (2018) proposed an additional contribution of social capital 

as an underpinning of dynamic managerial capabilities. It pertains to transactive memory 

systems, a mechanism through which groups collectively encode, store, and retrieve 

knowledge. For the authors, such memory systems are utilized when individuals interact with 
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one another in their networks. By doing so, their social capital triggers memories, expertise, 

and experiences among the network members, amplifying the access to information and 

knowledge for the entire group. 

 Finally and contrary to Adner and Helfat’s (2003) view that social capital is one of 

the underpinnings of dynamic managerial capabilities in possession of strategic leaders, Correa, 

Bueno, Kato, and Silva (2019) posited that such capital is not found in individuals but 

relationships between them. 

Personal characteristics, dispositional traits, emotions, and learned behaviors 

  Hambrick and Mason’s (1984) upper echelons perspective of organizations relates 

senior managers’ characteristics that are either psychological (cognitive base and values) or 

observable (age, functional tracks, career experiences, education, socioeconomic roots, 

financial position, group characteristics) to the firm’s strategic choices and performance. 

 The authors acknowledge that demographic indicators are imperfect proxies to 

other traits that are harder to measure, such as cognitive style, risk propensity, motivation, 

values, perceptions, aspirations. Nevertheless, Hambrick (2007) says that demographic 

characteristics can be used as valid despite the fact they are imperfect proxies of executives’ 

cognitive frames. Several studies have generated evidence that demographic profiles of 

executives are positively related to strategy and performance outcomes (Boeker, 1997; 

D’Aveni, 1990; Eisenhardt & Schoohoven, 1990). This is because they reflect the 

idiosyncrasies of decision-makers, which were core to the formation of their cognitive base.  

 In turn, their cognitive base will impact (i) their knowledge or assumptions about 

future events, (ii) their knowledge of alternatives, and (iii) their knowledge of consequences 

attached to alternatives (Hambrick & Mason, 1984). As such, it impacts at least two – 

managerial cognition and managerial human capital – underpinnings of Adner and Helfat’s 

(2003) dynamic managerial capabilities model.  

 This view aligns with the CAPS theory of personality (Mischel & Shoda, 1995), by 

which identical situational characteristics can result in different cognitions and affects and lead 

to different behaviors across people. 

  Beck and Wiersema (2013) expanded the three intertwined elements proposed by 

Adner and Helfat (2003). They emphasized the interaction they have with innate abilities, which 
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is a missing element of the three underpinnings. In their view, the dynamic managerial 

capabilities underpinnings are products of both innate abilities and life experiences. Therefore, 

it is the interaction of these innate abilities with unique life experiences that determine what an 

individual is capable of. Their view is aligned with the dispositional traits approach to 

leadership theory, to be reviewed later. 

 Helfat and Peteraf (2015) cited scholarly research on CEO age, tenure, educational 

level, prior experience, personality, demographic characteristics, and emotion regulation as 

micro-mechanisms influence the strategic leader cognition. 

 Other authors have also studied micro-foundations of dynamic capabilities that 

reside at the strategic manager level. Salvato and Vassolo (2018) argued that at the individual 

level, the micro-foundations of the individual actions on which dynamic capabilities are 

premised are not a product of cognition, habit, or emotion in isolation; instead, they are an 

integration of the three. They proposed the expansion of the underpinnings to include learned 

behavior (habit) and emotion to the micro-foundations of dynamic capabilities.  

  The CEO temporal orientation, defined by Nadkarni and Chen (2014, p.1810) as 

“an individual temporal difference that captures the degree to which individuals 

characteristically devote their attention to the past, present, and future” could also be considered 

as, if not a micro-foundation by itself, at least either a dispositional trait or one more element 

of the managerial cognition underpinning. The authors categorized temporal orientation as past 

focus, which is associated with reflection on the past and repeated use of memories in decision 

making; present focus that relates to here and now and emphasizes the current time frame in 

decision making; and future focus, which is associated primarily with thinking about what the 

future holds and with envisioning of future events.  

 Nadkarni and Chen (2014) found that in stable environments, high CEO past and 

present focus were associated with higher rates of new product introductions. Contrarily, high 

CEO future focus led to higher rates of new product introduction in dynamic environments. 

  Additional potential micro-foundations that can be rooted at least partly in 

dispositional traits are underpinnings of the CEO’s speed of decision making. These are 

important underpinnings to uncover, not only since making strategic and operational decisions 

is a frequent activity CEOs are confronted with, but also because there is research associating 

a firm’s performance and speedy decision making (Bourgeois & Eisenhardt, 1988). 
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 Wally and Baum (1994) divided their theoretical framework proposition on 

decision-making processes between individual determinants comprised of cognitive ability, use 

of intuition (or an ability to learn from or draw upon experience, rather than an innate cognitive 

complexity or discretionary ability), tolerance for risk, and propensity to act; and structural 

determinants, being levels of centralization of authority and formalization (policies, rules, 

procedures to be followed) in the organization, the organization size, and industry effects.  

 They found evidence that individual differences among CEOs in attributes such as 

high energy levels and ambition, impatience, and decisiveness led to speedier decision making. 

Industry effects were not found, high levels of formalization led to decision-making slowdown 

as predictable, and centralization accelerated decision making, with the caveat by the authors 

that, contingent on the dynamics of the market, a firm in a high-velocity environment might not 

be able to afford a centralized approach.  

  Krieger and Ang (2013) affirmed that human reactions to expectations and pressure 

lead to different responses that were not always mutually exclusive: individuals may become 

more motivated and work harder or feel scrutinized or cheat in some manner to avoid 

disappointments. The in-between scenario by which stress in anticipation of the outcome is 

pervasive in the daily life of the subject might be the most common. 

 Huy and Zott (2019) studied emotions as either a potentially new micro-foundations 

or moderators of the three underpinnings proposed by Adner and Helfat (2003), and 

Kurtmollaiev (2020) stated that organizational members who have a strong intention to change 

the status quo and high level of influence in the firm are necessary for dynamic capabilities.  

 The density distribution theory (Fleeson & Jayawickreme, 2015) offers a relevant 

contribution to relating emotions, traits, and the environment. The theory differentiates between 

personality traits and personality states, which denote short-timeframe fluctuations in behavior 

that are situation-specific. The authors found that between 49% and 78% of the variability in 

personality trait expression occurs within the same individual across different situations, as 

opposed to between individuals. Emotion scholars would argue that the variability in 

personality traits manifested by dynamic personality states is originated from the individuals’ 

emotional experiences, which are dynamic emotion-cognition interactions that are momentary 

and situational (Izard, 2009). 
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  Jayaraman, Khorana, Nelling, and Covin (2000) proposed that the CEO founder 

status is associated with high stake context given that the family reputation and fortune are in 

play, the high share of equity ownership, more willingness to take risks, entrepreneurs’ 

creativity and high need for achievement, as well as deeper human capital in the business. On 

the flip side, founders might incur excessive perquisite consumption and refrain from adopting 

liberal cash payouts or dividend policies.  

 Jayaraman et al. (2000) concluded that founders have a positive impact on a firm’s 

performance when companies are small and young. As they grow and mature, findings are 

inconclusive, meaning that founder CEOs of large corporations don’t always achieve 

performance that is superior to that of non-founder CEOs. As one of the CEOs studied in this 

research is a founder, and another one is a third-generation founder family member, it has 

provided the opportunity to observe whether there are differences in how founder and non-

founder CEOs approach strategic changes.  

The CEO-related micro-foundations of strategic actions and firm performance 

  Does such emphasis on uncovering micro-foundations of the CEO’s impact on 

strategic change pay off? Moreover, are the dynamic managerial capabilities the primary way 

in which CEOs impact strategic change? 

 Empirical studies to answer this questions have not been conducted extensively yet 

insofar as to encompass a broader range of micro-foundations. Most studies have not, however, 

covered even the three fundamental underpinnings put forward by Adner and Helfat (2003). 

 Perhaps Wang et al. (2016) have made one of the most relevant contributions by 

conducting a meta-analytic study to answer the question of how CEOs could matter to firm 

strategic actions and performance. They focused on two groups of CEO characteristics: CEO 

experiences (age, tenure as CEO, formal education, and prior career experience) and CEO 

personality (characteristics related to positive self-concept, which the authors associated with 

confidence, optimist, and decisiveness). The CEO personality measurement was 

operationalized in two different sets of variables: (i) positive self-regard, CEO locus of control, 

CEO charisma, CEO need for achievement; and (ii) CEO (low in) humility, CEO (low in) 

emotionality, CEO extraversion, and CEO consciousness. 
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 In summary, the results found were that CEO characteristics (i.e., tenure, formal 

education, prior career experience) and CEO personality (positive self-concept) are 

significantly associated with firm strategic actions, which in turn are positively related to future 

firm performance. Importantly, they also found evidence that the same characteristics are 

positively associated with future firm performance directly, meaning without the mediation of 

strategic changes. This suggests that CEO actions that affect ordinary capabilities will also 

impact future firm performance. 

  The table that follows illustrates their analyses and insights. 

Table 1 

CEO’s characteristics, strategic change, and performance 

 Strategic Action Future Firm Performance 

CEO age Insignificant correlation to the broad 

definition of strategic actions; insignificant 

results also when the broad measure was 

broken down in strategic scope, strategic 

risk, strategic change. Significant negative 

correlation between age and strategic scope 

in terms of internationalization; the same 

for age and strategic risk taking. 

Positively associated in general, and 

profitability in particular. 

CEO tenure Significant negative relation with firm 

strategic actions, particularly strategic risk 

and with product diversification. 

Positively associated in general, and 

profitability in particular. 

CEO formal 

education 

Positively related in all sub-categories: 

strategic scope, strategic risk, and strategic 

change. 

Positively associated in general, and 

profitability in particular. 

CEO prior career 

Experience 

Significant positive relationship with the 

broad definition and specially related to 

strategic scope and strategic risk. CEO 

international experience seems to be 

particularly important. CEOs with 

functional product development experience 

were more likely to invest in R&D 

Mixed results; two of the types of 

experiences measured, CEO general career 

experience and prior industry experience, 

were positively related 

CEO positive self-

concept 

Positive self-concept related to firm 

strategic actions, specifically as to their risk 

willingness 

Not significantly correlated with future firm 

performance, nor profitability or growth. 

CEO 

psychological 

characteristics 

(Low) humility, (low) emotionality, 

extraversion, and charisma were all 

significantly related to firm strategic 

actions. 

Only CEO charisma was positively related 

to future firm performance. 

 

Source: produced by the author 
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Individual micro-foundations directly linked to transforming the firm’s resource base via 

ordinary and dynamic capabilities  

 Day and Schoemaker (2016) did not draw from dynamic managerial capabilities to 

describe the role of senior leaders in strategic changes. Instead, they articulated a direct 

connection between dynamic capabilities introduced by Teece et al. (1997) and sub-capabilities 

particularly relevant for fast-changing and uncertain situations. The authors state that Teece et 

al.’s (1997) three over-arching clusters of sensing, seizing, and transforming have sub-

capabilities, which are chosen by strategic leaders depending on the situation. 

 The six sub-capabilities are described to illustrate the relevance of strategic leaders 

in this context. Starting with sensing, there are two interrelated learning processes that function 

as dynamic sub-capabilities:  peripheral vision, or “the ability to see signals of potential 

opportunities and nascent threats sooner than rivals” (Day & Schoemaker, 2016, p.61); and 

vigilant learning, or a “heightened state of awareness and curiosity, characterized by alertness, 

curiosity, and a willingness to act on partial information” (Day & Schoemaker, 2016, p.62). 

 Other authors have views aligned with Day and Schoemaker’s (2016) propositions. 

Sensing capabilities of managers are shaped through subjective perceptions and personal 

knowledge sets of individual managers in top management teams (Kor, Mahoney, & Michael, 

2007). These sensing capabilities of management teams are reflected in shared cognitive maps 

of the capabilities and competitive landscape of firms that guide the identification and 

implementation of future strategic options. This networked structure of beliefs and frames of 

reference is the dominant logic of the firm, and it serves as a filter for organizational attention 

to issues deemed relevant and consistent with this guiding logic (Bettis & Prahalad, 1995). 

 Seizing, or decisions about what to do with new insights gathered via sensing, are 

underpinned by probe-and-learn experimentation and flexible investing. This is the phase 

where action and commitment are part of the process, via which top executives find the balance 

between “completely commit to a new initiative and the genuine risk of pursuing dead-end 

strategies based on incomplete or biased information” (Day & Schoemaker, 2016, p.63). 

 Finally, transforming is underpinned by organizational redesign and external 

shaping, and it entails implementing changes internally and externally to the firm. The model 

assigns to the actual transformation of internal and external resources superior importance to a 

firm’s performance than sensing and seizing by affirming that “the full commercial potential of 

https://www-sciencedirect-com.sbproxy.fgv.br/science/article/pii/S1075425308000483#bib31
https://www-sciencedirect-com.sbproxy.fgv.br/science/article/pii/S1075425308000483#bib31
https://www-sciencedirect-com.sbproxy.fgv.br/science/article/pii/S1075425308000483#bib7
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sensing and seizing may only be realized if the firm can properly execute new strategies, which 

requires organizational transformation” (Day & Schoemaker, 2016, p.64).  

 The authors seem to be concerned not only with whether senior leaders possess such 

sub-capabilities, but actually how they put them to use. They are more explicit in terms of the 

stronger relevance of transforming and the social processes that follow than the three 

underpinnings by Adner and Helfat (2003). 

  Several scholars and management authors seem to support the view that effective 

execution by the strategist is an aspect of high importance, which could in turn, suggest that 

reconfiguration-related micro-foundations of dynamic managerial capabilities lead to more 

heterogeneity in the various success rates of strategic change.  

 Powell (2004), in his definition of execution holes as failures to enact strategies that 

were known ex-ante to be viable, did not automatically assume that, once managers have vision 

clarity after having at least mitigated influences such as biases, they go ahead and execute. For 

him, the impediment is doing rather than thinking. 

 Certainly, there are various degrees of quality in terms of the formulated strategy 

(Rumelt, 2012), but one could argue that given the level of competitiveness and expected 

scrutiny on CEOs’ appointments, underpinnings such as strong cognitive skills, senior human 

capital credentials, and sophisticated social capital are attributes that most incumbents would 

possess, which would enable them to fulfill their sensing and seizing job duties.  

 In 1999, a Fortune Magazine article by Ram Charan and Geoffrey Colvin suggested 

that CEOs rarely fail for lack of smarts or vision. For the authors, most unsuccessful CEOs 

stumble because of one fatal shortcoming, which they posited to be bad execution.  

 Another line of study that places importance on strategic leaders’ micro-

foundations that enable an organization’s ordinary and dynamic capabilities was put forward 

by O’Reilly III and Tushman (2011, 2013). They are proponents of organization ambidexterity, 

which stated the need for organizations to concurrently balance exploitation of the current 

resource base and exploration of new opportunities. They presented five necessary elements for 

leaders to foment organization ambidexterity, which in their view is a type of organizational 

dynamic capability.  
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 For the authors, it is the presence of such characteristics that permits leaders to 

reconfigure existing resources and explore new opportunities, whilst continuing to compete in 

mature markets. They go so far as to say that the actions, behaviors, and design choices of senior 

leaders are the makeup of the dynamic capabilities. 

 The elements per se are not underpinnings of managerial capabilities but provide a 

good indication of what is expected of strategic leaders. They are: (i) a compelling strategic 

intent that intellectually justifies exploration and exploitation needs, which is translated into; 

(ii) a shared vision that unites exploitative and exploratory resources across the firm and is 

communicated relentlessly; (iii) a top management team rewarded according to results of 

exploiting and exploring market opportunities; (iv) the ability of the senior leadership team to 

tolerate and resolve ambiguity and tensions in the face of difficult trade-offs and uncertainty; 

(v) the ability to introduce aligned organizational architectures comprised of business models, 

structure, incentives, metrics, and culture to leverage corporate assets properly.  

 Even though O’Reilly III and Tushman (2011) did not set out to identify 

underpinnings of dynamic managerial capabilities, the 15 cases they studied provided detailed 

descriptions of such nature. For instance, managerial attention and cognition will impact 

whether leaders will discount future threats and focus on short-term gains. It will also help 

senior leaders to feel more comfortable with uncertainty and ambiguity. Managerial 

intelligence will enable a more sound strategy insofar as its ability to maximize the exploitation-

exploration equation. The leaders’ ability to communicate clearly and compellingly may enable 

higher levels of comprehension and trust by their followers and, in turn, possibly reduce 

resistance and competition for resources. The authors also refer to transformational leadership 

and behavioral integration among senior leaders not only to form a cohesive group, but also to 

remain aligned in going about organizational architecture decisions. 

 The dynamic managerial capabilities of leaders are particularly necessary when 

organizations seek what Gibson and Birkinshaw (2004, p.209) called contextual ambidexterity, 

or “the behavioral capacity to simultaneously demonstrate alignment and adaptability across an 

entire business unit”, which differs from the structural ambidexterity model that relies on dual 

structures separately focused on either alignment for exploitation or adaptation for exploration. 

 Simsek (2009) studied the importance of the top management team rather than the 

top leader individually in organizational ambidexterity. He posited that performance 
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management and social support are equally important and mutually reinforcing in a high-

performance organizational context, where there is a balance between what the author called 

hard elements such as discipline and stretch, with the soft aspects, being support and trust. 

 Simsek (2009) also cited the importance of top management behavioral integration, 

which yields synchronization of the social and task processes and makes for a more balanced 

approach between exploitation and exploration, by reducing conflicts over priorities and 

resources, which grows in importance as highly dynamic environments may make the 

relationships weaker.  

 Another viewpoint on how CEOs impact strategic changes in organizations was put 

forward by Basile and Faraci (2015). As illustrated in Figure 3, the authors posited that, for 

these changes to take place, the firm’s business model needs to be transformed.  

 Such transformation happens via the influence of the CEO’s dynamic managerial 

capabilities on the company’s management model, or the establishment of organizational 

objectives, the human capital decisions related to the mix of people employed and the types of 

activities to be performed by them as well as decision-making rights and process.  

Figure 3 

The Relation Between Management Model and Business Model 

 

Source: Basile and Faraci (2015, p.53) 
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  Collins’ (2020) posited that underpinnings of the chief executive’s dynamic 

managerial capabilities reinforce the application of a high commitment human resource 

strategy, which in turn impacts the workforce resource base. This type of human resource 

strategy entails investments in employee skills and capabilities, builds attachment to the 

organization, and foments employee involvement, intending to achieve competitive advantages 

and superior firm performance through the organization’s human capital.  

 Different approaches to Human Resources strategies and practices may contribute 

to differentiated performance levels among firms due to two primary reasons: the design 

heterogeneity, by which HR experts and HR departments create unique solutions to meet 

requirements of the firm,  and the adoption heterogeneity, by which the consistent 

implementation of these solutions vary among and within firms (Lacombe & Tonelli, 2001). 

 The CEOs’ managerial cognition shapes their view of employees as a source of 

competitive advantage. It also impacts how the CEO communicates with and engages the 

emotions of employees so that they have a better contextual understanding of what is expected 

of them. Next, part of the CEOs’ social capital is comprised of internal network ties, which can 

be used to influence a broad group of managers and enlist them in support of a more 

comprehensive communication of the company’s strategic intent. In reverse, managers’ 

connection with the CEO increases the likelihood that they will practice the high commitment 

human resource strategy already mentioned. Ties with employees will also help the CEO 

receive information from the front lines.  

 Lastly, the CEO’s human capital is in itself a sign of his or her commitment to 

education, experiences, and skills. Prior experience with the company may also prove the 

company’s commitment to promotions as opposed to external hires. 

2.2.3 The multi-level nature of capabilities, strategic change, and firm performance 

 So far, this literature review has separately covered organizational dynamic 

capabilities, the individual dynamic capabilities, and their micro-foundations. Nevertheless, 

more recent academic production has adopted a multi-level approach in striving to understand 

the process by which organizations transform their resources to attain superior performance by 

virtue of evolutionary fitness.  
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 Not that the phenomenon itself has not been seen as multi-level before. For 

example, Bettis, Hall, and Prahalad (1978) studied 12 performance outlier firms, six of which 

were high performers and six low performers, and concluded that the quality of management 

was as critical in explaining performance as any other factor and therefore a significant variable 

linking management skills diversity and performance. They concluded that executive decision 

making that impacts strategic change is highly specific to the CEO, the firm, the business 

context, the firm’s resources, and the CEO’s interpretations of the situation, just to name a few 

of the variables creating heterogeneity in the potential outcomes. 

 Some of the constraints to the multi-level approach are related to the research 

method. Understandably, the need for scientific rigor has led strategy scholars to adopt single 

units of analysis, commonly individuals, teams, organizations, or industries in their research 

design. Nonetheless, Bridoux, Coeurderoy, and Durant (2017) urged that strategic scholars 

avoid the pitfall of methodological individualism and enable multi-level theorizing for strategic 

research aiming to explain interfirm heterogeneity. 

 The concern with the absence of multi-level approaches is that scholars have limited 

insights on how lower-level processes and practices initiated by individuals and teams related 

to organizational-level processes and outcomes. Such process outcomes include strategy, 

organizational capabilities, and performance (Kouamé & Langley, 2018). 

 To illustrate the trade-offs derived from the multi-level research discussion, 

Hambrick and Crosland (2018) used different size tents as metaphors of the different 

approaches by researchers trying to understand the individual strategist behaviors.  

 They called small tent the approach in which there is a direct transposition of the 

logic from behavioral economics in terms of seeing individual decision-makers at the constant 

risk of being irrational (i.e., deciding with bias, being overconfidence, anchoring future 

decisions on the past). The midsize tent view is that strategists are influenced by their 

psychological motives and emotions, and the large tent view requires the consideration of any 

psychological, sociological, and political factors that influence the strategist. 

 One last consideration about the method in relation to consequences of a multi-level 

approach is that one could assume that either individual-level phenomena change more quickly 

than firm-level (Salvato & Vassolo, 2018), or at least that individual and organization-level 
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phenomena are not always synchronized timing-wise, which requires particular rigor in terms 

of striving to induce propositions from analyzing short-term reality. 

 In addition to the explanatory advantages of a multi-level approach in terms of the 

granularity of the insights generated, some authors argue that constructs at different levels of 

analysis may serve as substitutes or complements to one another. For Holcomb, Holmes Jr, & 

Connelly (2009), high-quality organization-level resources may substitute for lower-quality 

human capital. Conversely, high levels of human capital may substitute for lower quality 

organization-level resources. Instead of positioning organization and individual levels as 

replacements, individual and organizational constructs are complementary.  

  Salvato and Vassolo (2018) offered a significant contribution by introducing a 

model to describe the multi-level nature of dynamic capabilities ranging from the (macro) 

organizational level through the (meso) interpersonal level to the (micro) individual level. 

Others have stated that greater theoretical clarity about the relationship among these levels is 

needed (Salvato & Rerup, 2011; Winter, 2012). 

  Salvato and Vassolo (2018) argued that, although helpful to a point, isolated views 

based upon any level of analysis has shortcomings. The macro, organizational-level view of 

dynamic capabilities as routines limits the extent to which such capabilities effectuate change 

because routines are path-dependent and premised on local learning. On the other hand, a micro 

(individual) level approach interprets dynamic capabilities as decision-making activities 

premised on the skills of one or a few entrepreneurial top executives (Adner & Helfat, 2003; 

Teece, 2007; Helfat & Peteraf, 2015). This obscures how firms create systematic and reliable 

processes, and it does not fully leverage the creativity of lower-level employees. 

 They put forward a new, multi-level theory of dynamic capabilities (Figure 4) that 

connects the micro/individual with the macro/organizational level via proposing the meso-level 

element of interpersonal connections among the employees of the firm.  
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Figure 4 

A Multi-level Framework of Dynamic Capabilities 

 

Source: Salvato and Vassolo (2018, p.1734) 

 Bridoux, Coeurderoy, and Durand (2017) also emphasized the social interactions 

within groups that shape the variation, selection, and retention processes underlying the 

development of capabilities by these groups. For them, capability development paths are the 

result of the social interactions at the group level and emerge from individual-level motivational 

and cognitive differences. 

 Interpersonal interactions in this model are the glue that links together individuals 

and teams, teams, and the organization. They seem to be deeper and stronger connections than 

the managerial social capital proposed by Adner and Helfat (2003).  

 A significant contribution from the organization behavior’s perspective to the 

multi-level nature of strategic change and firm’s performance is Burke and Litwin’s (1992) 

causal model of organizational performance and change (Figure 5).  
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Figure 5 

A Model of Organizational Performance and Change 

 

Source: Burke and Litwin (1992, p.528) 

 Their goal was to understand more thoroughly how organizations function and what 

leads to what, which in turn should support a better understanding of how organizations might 

be deliberately changed. The assumption is that for CEOs to impact strategic change, they need 

to intervene in the elements of the open system envisioned by Burke and Litwin (1992).  

 For the authors, despite its complicated configuration, the model is still an 

oversimplification. And, according to it, organizational performance affects the external 

environment via its products and services. This relation is bidirectional so that the external 

environment may directly affect the performance of the firm. The boxes in bold are considered 

transformational dynamics, defined as the ones whose alteration is likely caused by interaction 

with environmental forces from within or without the organizational system and will require 

new behavior sets from organizational members. 

 Mission and strategy, in Burke and Litwin’s (1992) view, is not only what the top 

management believes and has declared it is but also what employees believe is the central 
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purpose of the firm. Leadership is about executives providing direction and serving as 

behavioral role models for all employees. Culture is the collection of overt and covert rules, 

values, and principles that are enduring and guide organizational behavior. Lastly, individual 

and organizational performance is the outcome and the indicator of effort and achievement. 

 The remaining boxes are seen as transactional dynamics in nature, or the ones 

whose primary alteration happens via relatively short-term reciprocity among people and 

groups. Burke and Litwin (1992) defined them as described below.  

 Management practices are the actions by managers in an ordinary course of events 

to use resources at their disposal to carry out the organization’s strategy. The structure is the 

arrangement of functions and people into specific areas, levels of responsibility, decision-

making authority, communication, and relationships. Systems are standardized policies and 

mechanisms that facilitate work. Climate is the collective current impressions, expectations, 

and feelings of members of local work units. They affect their relations with others.  

 Task and individual skills requirements are the people's credentials to accomplish 

the work they are directly responsible for. Individual needs and values are the psychological 

factors that provide the desire and worth for individual actions and thoughts. And, lastly, 

motivation is aroused behavioral tendencies to move toward goals, take needed action, and 

persist until satisfaction is attained. 

 This model provides a general reference to the identification of the areas in which 

the micro-foundations of the CEO’s impact will be necessary. It certainly requires thinking 

activities that are impacted by her or his cognition and human capital, for instance, in terms of 

sensing and seizing the external environment, helping articulate mission and strategy, and 

introducing management practices and systems that best fit the firm’s business model. It also 

requires a great deal of establishing relationships across the organization, which requires 

managerial social capital.  

 There might be other micro-foundations not clearly articulated in the dynamic 

managerial capabilities framework, though. For instance, the ability to influence the 

organization via role modeling and reputation as opposed to one-to-one or one-to-few team 

members interactions and also the drive to intentional shaping of organization structures that fit 
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the mission and strategy; as well as the boldness to implement workforce changes that will grant 

the firm the skills and expertise that is needed for the strategy to be realized.  

2.2.4 Scholarly research on dynamic managerial capabilities 

 Despite the abundance of theoretical and empirical academic production on 

dynamic capabilities and the fact that the dynamic managerial capabilities are a type of such 

capabilities, the latter has received limited attention in strategic management even after 17 years 

since Adner and Helfat (2003) coined the term (Figure 6). 

Figure 6 

Citations per Year based on Web of Science 

 

Source: Corrêa, Bueno, Kato, and Silva, (2019, p.4) 

 The table that follows is focused on highlighting publications that have been 

specifically focused on dynamic managerial capabilities as their central construct, given that 

dynamic managerial capabilities are a very relevant construct in answering the research 

question about how CEOs impact strategic change.  

 The list is the result of searches for the complete term “dynamic managerial 

capabilities” in two different sources since 2003: Google Scholar and EBSCO. The number of 
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citations is mentioned, but it was not the main criteria utilized, as dynamic managerial 

capabilities have not yet been subject to much academic research and because more recent 

publications would have been impacted inadequately. Additionally, the Strategic Management 

Journal issues in the period of 2018-2020 were reviewed in search of articles that did not 

necessarily use dynamic managerial capabilities as their primary construct, but yet they 

pertained to the relation between CEOs and strategic changes. 

 In total, 28 articles were identified. Adner and Helfat’s (2003) seminal article 

continues to be the most referenced production on dynamic managerial capabilities. Sirmon and 

Hitt (2009) have contributed to a better understanding of how the contingent nature of dynamic 

managerial capabilities concerning investments and resource reallocation decisions affect 

business performance. In the same year, Eggers and Kaplan’s findings were that managerial 

cognition and attention impact the timeliness in which firms leaders take action to change their 

organizations strategically.  

 Kor and Mesko (2013) studied how an organization’s dominant logic is influenced 

by individual managers’ absorptive capacity.  Helfat and Peteraf (2015) placed a stronger 

emphasis on managerial cognition in comparison to human and social capital, and Helfat and 

Martin (2015a) produced a theoretical review on dynamic managerial capabilities.  

 Four more recent articles seemed particularly accretive to the academic production: 

Huy and Zott (2019) posited that managerial emotions should be considered a fourth 

underpinning of dynamic managerial capabilities; Salvato and Vassolo (2018) proposed a 

model that integrates the macro (organization), meso (relational), and micro (individual) levels 

of analysis in striving to describe better the social phenomena pertaining to the firm’s ability to 

adapt for evolutionary fitness; Kurtmollaiev (2020) posited that dynamic capabilities 

themselves belong to individual managers as opposed to organizations; and Collins (2020), who 

utilized the dynamic managerial capabilities framework to describe how the CEO’s managerial 

cognition, human capital, and social capital impact the organization’s human resource practices, 

which in turn influence the emergence of firm-level employee-based resources. 
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Table 2 

Academic Production on Dynamic Managerial Capabilities (2003-2020) 

Author/Date 

Citations as 

of Apr/2020 

Journal Type of 

Study 

Sample/Data 

Source 

Title 

Key issue(s) 

examined 

Results/Conclusions 

Adner and 

Helfat (2003) 

 

1,669 

Strategic 

Management 

Journal 

Theoretical 

and 

Empirical 

Financial 

performance of 

the US 

petroleum 

industry (30 

companies) 

from 1977 

through 1997; 

Wall Street 

Journal news 

used as a proxy 

for corporate 

decisions 

“Corporate effects 

and dynamic 

managerial 

capabilities” 

 

The effect of corporate 

strategy and the 

actions of corporate 

managers, particularly 

in response to a 

changing environment, 

on heterogeneity in 

business performance  

Introduction of the 

concept of dynamic 

managerial capabilities 

and its underpinnings; 

within a single industry, 

where managers face the 

same external 

environment, time‐

varying corporate effects 

associated with corporate-

level managerial decisions 

are statistically significant 

Peteraf and 

Reed (2007) 

 

203 

Strategic 

Management 

Journal 

Theoretical 

and 

empirical 

16 US airline 

industry, from 

1977 to 1986 

“Managerial 

discretion and internal 

alignment under 

regulatory constraints 

and change” 

 

What if managers had 

employed the new 

types of administrative 

practices that emerged 

after deregulation 

during the regulatory 

era? 

When managers’ 

discretion is limited in 

one realm of choice, they 

compensate by using their 

greater level of discretion 

in some other arena to 

achieve internal fit. 

The ability to achieve fit 

under changing conditions 

may express a dynamic 

managerial capability 

necessary for adaptive 

organizational change 

Eggers and 

Kaplan 

(2009) 

 

462 

Organization 

Science 

Theoretical 

and 

empirical 

26 Telecom 

firms entering 

the fiber-optics 

product market 

from 1976 to 

2001 

“Cognition and 

renewal: comparing 

CEO and organization 

effects on incumbent 

adaptation to 

technical change” 

 

The conditions under 

which managerial 

cognition affects the 

timing of incumbent 

entry into a radical 

new technological 

market 

Managerial cognition is 

associated with 

differences in the timing 

of entry into a new 

product market and, 

therefore, a dynamic 

managerial capability that 

can shape adaptation by 

established firms. 

They added attention as 

an essential construct 

Source: produced by the author 
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Sirmon and 

Hitt (2009) 

 

453 

Strategic 

Management 

Journal 

Empirical The regional 

banking 

market within 

the U.S. 

financial 

services 

industry (282 

firms) from 

1998 through 

2002 

“Contingencies within 

dynamic managerial 

capabilities: 

interdependent effects 

of resource investments 

and deployment on firm 

performance” 

 

The contingent nature 

of resource investment 

and deployment 

decisions 

Firm performance is 

optimized by making 

congruent resource 

investment and 

deployment decisions, 

contingent on the 

environment they operate 

Martin (2011) 

 

167 

Organization 

Science 

Empirical 6 firms 

operating in 

the software 

industry; case 

study 

interviews and 

companies’ 

secondary data 

“Dynamic managerial 

capabilities and the 

multi-business team: 

the role of episodic 

teams in executive 

leadership groups” 

 

The relationship 

between multi-business 

general managers and 

firm performance  

Effective dynamic 

managerial capabilities 

among general managers 

were seen as essential in 

adapting the organization 

by collective sensing, 

seizing, and reconfiguring 

resources and capturing 

product-market 

opportunities as they 

emerge 

Corbett, 

Neck, and 

Laverty 

(2011) 

 

6 

Academy of 

Management, 

Annual 

Meeting 

Proceedings 

Empirical 11 of the 

world’s largest 

firms, 246 

interviews in 3 

years 

“Antecedents to 

dynamic managerial 

capabilities: cognition 

and corporate 

entrepreneurial action” 

 

Understand the role of 

managerial cognition in 

the development of 

dynamic capabilities 

They concluded that three 

cognitive scripts: 

arrangement, willingness, 

and ability, which they 

called dynamic capability 

cognition, increased 

firms’ dynamic 

capabilities to innovate 

Kor and 

Mesko (2013) 

 

397 

Strategic 

Management 

Journal 

Theoretical   ““Dynamic managerial 

capabilities: 

configuration and 

orchestration of top 

executives capabilities 

and the firm’s dominant 

logic” 

 

The interplay between 

the firm’s dominant 

logic and dynamic 

managerial capabilities 

CEO’s dynamic 

managerial capabilities 

drive top management’s 

ability to influence firm’s 

dominant logic to achieve 

evolutionary fit; the 

CEO’s absorptive 

capacity affects the TMT 

absorptive capacity, and 

its ability to adapt to 

changing circumstances 

and environment 
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Beck and 

Wiersema 

(2013) 

 

52 

Journal of 

Leadership 

and 

Organization 

Studies 

Theoretical  “Executive decision 

making: linking 

dynamic managerial 

capabilities to the 

resource portfolio and 

strategic outcomes” 

 

The drivers of 

differentiation in 

managerial strategic 

decision making and 

their impact on resource 

reconfiguration 

They extended the 

dynamic managerial 

capabilities’ 

underpinnings by adding 

two crucial elements 

underneath human capital, 

social capital, and 

cognition: innate abilities 

and learned behavior 

through past experiences 

Helfat and 

Peteraf 

(2015) 

 

844 

Strategic 

Management 

Journal 

Theoretical  “Managerial cognitive 

capabilities and the 

micro-foundations of 

dynamic capabilities” 

 

Focused on micro-

foundations of dynamic 

capabilities at the level 

of the individual 

manager, introducing 

specific types of 

managerial cognitive 

capabilities that likely 

to underpin dynamic 

managerial capabilities 

They delved into the 

cognitive underpinnings 

of dynamic managerial 

capabilities and 

introduced the concept of 

managerial cognitive 

capability as “the capacity 

of individual managers to 

perform mental activities” 

(p.832). They stated that 

perception and attention 

are needed for sensing, 

problem-solving and 

reasoning are required for 

seizing, and language and 

communication, as well as 

social cognition, are 

needed for reconfiguring 

Helfat and 

Martin 

(2015a) 

 

388 

Journal of 

Management 

Theoretical 

and 

Empirical 

Evidence from 

prior studies 

on dynamic 

managerial 

capabilities 

“Dynamic managerial 

capabilities: review and 

assessment of 

managerial impact on 

strategic change” 

 

Clarification of 

theoretical constructs 

and their relationships 

as well as review and 

synthesis of empirical 

research on the role 

and impact of manageri

al capabilities directed 

toward strategic change 

Managers differ in their 

impact on strategic 

change and firm 

performance. Differences 

in managerial cognition, 

social capital, and human 

capital lead to different 

outcomes and, hence, 

explicate the firm’s 

performance 

heterogeneity 
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Andersson 

and Evers 

(2015) 

 

90 

Journal of 

International 

Entrepre-

neurship 

Theoretical  “International 

opportunity recognition 

in international new 

ventures – a dynamic 

managerial capabilities 

perspective” 

 

A conceptual 

framework explaining 

how dynamic 

capabilities can be 

created and enacted 

through the 

entrepreneur’s dynamic 

managerial capabilities 

for international firm 

growth 

Developed a model that 

shows how dynamic 

managerial capabilities 

create value through 

international opportunity 

recognition leading to 

international growth, 

particularly when leaders 

have a global mindset as 

part of their cognition 

schemas 

Helfat and 

Martin 

(2015b) 

 

51 

The Oxford 

Handbook of 

Creativity and 

Innovation in 

Organizations 

Theoretical  “DMC: a perspective 

on the relationship 

between managers, 

creativity, and 

innovation” 

 

How dynamic 

managerial capabilities 

mediate technology and 

business model 

innovation 

Dynamic managerial 

capabilities are critical for 

sustained organization 

creativity and innovation; 

they may have occasional 

bursts of innovation, but 

true capability building 

requires continuity 

Basile and 

Faraci (2015) 

 

46 

Journal of 

Organizational 

Change 

Theoretical  “Aligning management 

model and business 

model in the 

management innovation 

perspective: the role of 

dynamic managerial 

capabilities in 

organizational change” 

 

Highlighting the pivotal 

role of dynamic 

managerial capabilities 

in the firm’s 

management models, 

which in turn is critical 

for the transformation 

of its business models 

A generalizable 

conceptual model that 

relates management 

practices, strategic 

planning and the 

consequent effectuation of 

different business models  
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Oxtorp 

(2015) 

 

22 

Journal of 

International 

Entrepre-

neurship 

Empirical A longitudinal 

process case 

study of a 

successful 

technology-

based Danish 

international 

new venture in 

the technology 

sector 

“Dynamic managerial 

capability of 

technology-based 

international new 

ventures—a basis for 

their long-term 

competitive advantage” 

 

How does the dynamic 

managerial capability of 

entrepreneurs 

contribute to 

international 

opportunity 

identification? 

Externally oriented 

learning style and 

international market 

orientation are well-suited 

for the diversification of 

global operations 

Bellner and 

MacLean 

(2015) 

 

10 

 

Strategic 

Management 

Quarterly 

Empirical CEOs of 5 

SMEs in 

Finance, Real 

Estate, and 

Insurance 

 

Multi-case 

study and 

survey 

“Dynamic managerial 

capabilities and 

competitive advantage” 

 

Which dynamic 

managerial capabilities 

were applied in practice 

under circumstances of 

strategic change? 

Dynamic managerial 

capabilities employed by 

managers included 

learning-based and 

innovation-based 

capabilities; they were 

interdependent and 

impacted operational 

capabilities as well 

Buil-Fabregà, 

Alonso-

Almeida, and 

Bagur-

Femenías 

(2017) 

 

20 

 

Journal of 

Cleaner 

Production 

Empirical A survey of 

339 managers 

was 

conducted, and 

structural 

equation 

modeling was 

applied 

“Individual dynamic 

managerial 

capabilities: influence 

over environmental and 

social commitment 

under a gender 

perspective” 

 

The relation between 

the manager’s dynamic 

managerial capabilities 

and sustainability 

Individual dynamic 

capabilities help managers 

detect changes in the 

market earlier and 

promote a more 

significant social and 

environmental 

commitment, particularly, 

among female leaders 

Fainshmidt, 

Nair, and 

Mallon 

(2017) 

 

18 

International 

Business 

Review 

Empirical 854 large 

multinational 

enterprises 

(MNEs) from 

52 countries in 

the context of 

the global 

financial crisis 

of 2008 

“MNE performance 

during a crisis: An 

evolutionary 

perspective on the role 

of dynamic managerial 

capabilities and 

industry context” 

 

Do MNEs’ dynamic 

managerial capabilities 

that help their asset 

management 

capabilities react more 

effectively in a crisis? 

The authors posit that 

MNE in-crisis 

performance is associated 

with the pre-crisis 

development of asset 

management capabilities, 

or the capacity of 

managers to orchestrate 

assets to extract more 

value from the firm’s 

resource pool 

 

 

http://smqnet.com/journals/smq/Vol_3_No_3_September_2015/1.pdf
http://smqnet.com/journals/smq/Vol_3_No_3_September_2015/1.pdf
http://smqnet.com/journals/smq/Vol_3_No_3_September_2015/1.pdf
javascript:__doLinkPostBack('','ss~~AR%20%22Buil-Fabregà%2C%20Marian%22%7C%7Csl~~rl','');
javascript:__doLinkPostBack('','ss~~AR%20%22Alonso-Almeida%2C%20María%20del%20Mar%22%7C%7Csl~~rl','');
javascript:__doLinkPostBack('','ss~~AR%20%22Alonso-Almeida%2C%20María%20del%20Mar%22%7C%7Csl~~rl','');
javascript:__doLinkPostBack('','ss~~AR%20%22Bagur-Femenías%2C%20Llorenç%22%7C%7Csl~~rl','');
javascript:__doLinkPostBack('','ss~~AR%20%22Bagur-Femenías%2C%20Llorenç%22%7C%7Csl~~rl','');
javascript:__doLinkPostBack('','mdb~~bth%7C%7Cjdb~~bthjnh%7C%7Css~~JN%20%22Journal%20of%20Cleaner%20Production%22%7C%7Csl~~jh','');
javascript:__doLinkPostBack('','mdb~~bth%7C%7Cjdb~~bthjnh%7C%7Css~~JN%20%22Journal%20of%20Cleaner%20Production%22%7C%7Csl~~jh','');
javascript:__doLinkPostBack('','mdb~~bth%7C%7Cjdb~~bthjnh%7C%7Css~~JN%20%22Journal%20of%20Cleaner%20Production%22%7C%7Csl~~jh','');
https://www.sciencedirect.com/science/article/pii/S0969593117302974
https://www.sciencedirect.com/science/article/pii/S0969593117302974
https://www.sciencedirect.com/science/article/pii/S0969593117302974
https://www.sciencedirect.com/science/article/pii/S0969593117302974
https://www.sciencedirect.com/science/article/pii/S0969593117302974
https://www.sciencedirect.com/science/article/pii/S0969593117302974
https://www.sciencedirect.com/science/article/pii/S0969593117302974
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Salvato and 

Vassolo 

(2018) 

 

67 

Strategic 

Management 

Journal 

Theoretical  “The source of 

dynamism in dynamic 

capabilities” 

 

The role of individuals 

and relationships in 

dynamic capabilities  

Dynamic capabilities 

require a multi‐level 

theory that explains 

resource dynamics by 

giving a central role to 

persons and interpersonal 

interactions rather than to 

abstract, firm‐level 

entities 

Kurtmollaiev, 

Pedersen, 

Fjuk, and 

Kvale (2018) 

 

11 

Academy of 

Management 

Learning and 

Education 

Empirical Survey pre 

and post 

design 

thinking 

training to 

318 team 

leaders in 

charge of 

products and 

services 

development, 

compared 

with a group 

of 319 team 

leaders in a 

control group 

“Developing dynamic 

managerial 

capabilities: a quasi-

experimental field study 

of the effects of design 

thinking training” 

 

How can training team 

leaders in design 

thinking develop their 

managerial sensing, 

seizing, and 

transforming 

capabilities? 

The authors found that the 

training had a positive 

effect on the participants’ 

sensing and seizing 

capabilities, which had a 

positive effect on their 

transforming capability, 

team innovation output, 

and team operational 

capability. An interesting 

contribution was the 

questionnaire designed to 

assess the dynamic 

managerial capabilities 

Martin and 

Bachrach 

(2018) 

 

7 

 

 

Industrial 

Marketing 

Management 

Theoretical  “A relational 

perspective of the 

micro-foundations of 

dynamic managerial 

capabilities and 

transactive memory 

systems” 

 

The intersection of 

dynamic managerial 

capabilities, transactive 

memory systems, and 

human networking 

capabilities 

The social capital is 

amplified by transactive 

memory systems, by 

which leaders don’t need 

to rely only on the 

memory stored in each 

individual, but also on the 

interactions among 

various individuals’ 

memories and on the 

interactive process that 

draws from team 

members expertise and 

experiences 

Corrêa, 

Bueno, Kato, 

and Silva 

(2018) 

 

3 

Managerial 

and Decision 

Economics 

Theoretical 

and 

Empirical 

Literature 

research, 

expert 

interviews, 

and 486 

surveys of 

managers in a 

variety of 

company 

types 

“Dynamic managerial 

capabilities: Scale 

development and 

validation” 

 

To develop and validate 

a scale to measure 

dynamic managerial 

capabilities 

A scale on dynamic 

managerial capabilities 

was developed and 

validated in Brazil; they 

also claim to have 

simplified the social 

capital underpinning by 

reducing it to relationship 

networks, although the 

difference between both 

constructs is not clarified 

 

 

https://onlinelibrary.wiley.com/doi/abs/10.1002/mde.2974
https://onlinelibrary.wiley.com/doi/abs/10.1002/mde.2974
https://onlinelibrary.wiley.com/doi/abs/10.1002/mde.2974
https://onlinelibrary.wiley.com/doi/abs/10.1002/mde.2974
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Huy and Zott 

(2019) 

 

10 

Strategic 

Management 

Journal 

Empirical 26 interviews 

of London-

based 

entrepreneurs 

(culled from 

an initial list of 

230) 

“Exploring the 

affective 

underpinnings of 

dynamic managerial 

capabilities: How 

managers’ emotion 

regulation behaviors 

mobilize resources 

for their firms” 

 

To investigate 

managers’ emotion 

regulation (ER) 

actions and how they 

influence resource 

mobilization 

outcomes. 

The study shows how 

differences in managers’ 

attention to ER influence 

the extent to which they 

can mobilize resources 

to pursue new 

opportunities. It attempts 

to explain how the 

capacity for ER 

constitutes a foundation 

of dynamic managerial 

capabilities and how it is 

linked with other key 

conceptual 

underpinnings of the 

construct, namely human 

and social capital 

Nijhof,  

Schaveling, and 

Zalesky (2019) 

 

4 

Journal of 

Organiza-

tional Change 

Management 

Empirical Interviews 

conducted 

among 

sustainability 

managers from 

12 

multinational 

corporations 

headquartered 

in Europe 

“Business, society, 

and the need for 

stewardship 

orientation” 

 

Do differences in 

dynamic managerial 

capabilities of 

sustainability 

managers impact 

their approach to 

sustainability 

(stewardship vs. 

transactional)? 

It was somewhat 

challenging to identify 

the main conclusions. 

The article seems to 

suggest that managers 

with more robust 

dynamic managerial 

capabilities lead less 

hierarchical and more 

data-driven approaches 

as opposed to others who 

are more susceptible to 

market and short-term 

pressures 

Mostafiz,  

Sambasivan, and 

Goh (2019) 

 

11 

Multina-

tional 

Business 

Review 

Empirical Survey data 

from a sample 

of 390 firms in 

Bangladesh’s 

garment 

manufacturing 

industry 

“Impacts of dynamic 

managerial 

capability and 

international 

opportunity 

identification on firm 

performance” 

 

How does the 

dynamic managerial 

capability of 

entrepreneurs 

contribute to 

international 

opportunity 

identification and 

success of the firms? 

Dynamic managerial 

capabilities of export-

manufacturing 

entrepreneurs lead to the 

identification of the right 

kind of opportunities, 

which, in turn, generate 

better performance 

 

 

 

https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2971
https://scholar.google.com/citations?user=BWod4vIAAAAJ&hl=en&oi=sra
https://scholar.google.com/citations?user=Ytxgdw8AAAAJ&hl=en&oi=sra
https://scholar.google.com/citations?user=Ytxgdw8AAAAJ&hl=en&oi=sra
https://www.emeraldinsight.com/doi/abs/10.1108/JOCM-09-2017-0348
https://www.emeraldinsight.com/doi/abs/10.1108/JOCM-09-2017-0348
https://www.emeraldinsight.com/doi/abs/10.1108/JOCM-09-2017-0348
https://www.emeraldinsight.com/doi/abs/10.1108/JOCM-09-2017-0348
https://scholar.google.com/citations?user=Ytxgdw8AAAAJ&hl=en&oi=sra
https://scholar.google.com/citations?user=Ytxgdw8AAAAJ&hl=en&oi=sra
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Badrinarayanan, 

Ramachadran, 

and Madhavaram 

(2019) 

 

7 

 

Journal of 

Personal 

Selling & 

Sales 

Mana-

gement 

Theoretical  “Resource 

orchestration and 

dynamic managerial 

capabilities: focusing 

on sales managers as 

effective resource 

orchestrators” 

 

Dynamic managerial 

capabilities impact a 

firm’s resource 

orchestration of its sales 

function 

The goal was to enrich 

the sales literature by 

integrating it with 

resource orchestration 

and dynamic managerial 

capabilities theories 

Aberg and Shen 

(2019) 

 

1 

Journal of 

Mana-

gement 

and 

Gover-

nance 

Theoretical 

and 

Empirical 

Literature 

research and 

survey data 

from a sample 

of 410 

Norwegian 

firms  

“Can board leadership 

contribute to board 

dynamic managerial 

capabilities? An 

empirical exploration 

among Norwegian 

firms” 

 

How a board 

chairperson’s human 

capital impact the 

dynamic managerial 

capabilities of the board 

of directors 

Board chairs play an 

essential leadership role, 

particularly in more 

dynamic environments, 

in developing dynamic 

managerial capabilities 

at the board level 

Kurtmollaiev 

(2020) 

 

10 

Journal of 

Manage-

ment 

Inquiry 

Theoretical  “Dynamic capabilities 

and where to find 

them” 

 

Individual intention to 

change and the 

individual’s high level 

of influence in 

organizations are 

necessary and sufficient 

conditions for dynamic 

capabilities 

A multilevel approach 

for studying the 

individual-level causes 

and the firm-level effects 

of dynamic capabilities 

Collins (2020) 

 

2 

The 

Interna-

tional 

Journal of 

Human 

Resource 

Mana-

gement 

Theoretical  “Expanding the 

resource-based view 

model of strategic 

human resource 

management” 

 

Do the CEO’s dynamic 

managerial capabilities 

impact their approach 

to HR and the firm’s 

ability to attain 

competitive advantage 

by greater orchestration 

of firm-level employee-

based resources? 

CEO managerial 

cognition, social capital, 

and human capital help 

explain when pursuing a 

high commitment HR 

strategy potentially leads 

to greater firm-level 

employee-based 

resources and when 

firms can manage and 

deploy these employee-

based resources for 

competitive advantage 

effectively 

http://web.a.ebscohost.com.sbproxy.fgv.br/ehost/viewarticle/render?data=dGJyMPPp44rp2%2fdV0%2bnjisfk5Ie46bRQsKewSrek63nn5Kx95uXxjL6prUq3pbBIsKaeSbCwrlC4pq44zsOkjPDX7Ivf2fKB7eTnfLujsE2xq7RKrqu2PurX7H%2b75vJF4OikfOCz4IzmnPJ55bO%2fZqTX7FWvqbNLt6y2Ubac5Ifw49%2bMu9zzhOrq45Dy&vid=5&sid=27ff3623-9561-4ab3-91ba-385e20a89ee4@sdc-v-sessmgr03
http://web.a.ebscohost.com.sbproxy.fgv.br/ehost/viewarticle/render?data=dGJyMPPp44rp2%2fdV0%2bnjisfk5Ie46bRQsKewSrek63nn5Kx95uXxjL6prUq3pbBIsKaeSbCwrlC4pq44zsOkjPDX7Ivf2fKB7eTnfLujsE2xq7RKrqu2PurX7H%2b75vJF4OikfOCz4IzmnPJ55bO%2fZqTX7FWvqbNLt6y2Ubac5Ifw49%2bMu9zzhOrq45Dy&vid=5&sid=27ff3623-9561-4ab3-91ba-385e20a89ee4@sdc-v-sessmgr03
http://web.a.ebscohost.com.sbproxy.fgv.br/ehost/viewarticle/render?data=dGJyMPPp44rp2%2fdV0%2bnjisfk5Ie46bRQsKewSrek63nn5Kx95uXxjL6prUq3pbBIsKaeSbCwrlC4pq44zsOkjPDX7Ivf2fKB7eTnfLujsE2xq7RKrqu2PurX7H%2b75vJF4OikfOCz4IzmnPJ55bO%2fZqTX7FWvqbNLt6y2Ubac5Ifw49%2bMu9zzhOrq45Dy&vid=5&sid=27ff3623-9561-4ab3-91ba-385e20a89ee4@sdc-v-sessmgr03
http://web.a.ebscohost.com.sbproxy.fgv.br/ehost/viewarticle/render?data=dGJyMPPp44rp2%2fdV0%2bnjisfk5Ie46bRQsKewSrek63nn5Kx95uXxjL6prUq3pbBIsKaeSbCwrlC4pq44zsOkjPDX7Ivf2fKB7eTnfLujsE2xq7RKrqu2PurX7H%2b75vJF4OikfOCz4IzmnPJ55bO%2fZqTX7FWvqbNLt6y2Ubac5Ifw49%2bMu9zzhOrq45Dy&vid=5&sid=27ff3623-9561-4ab3-91ba-385e20a89ee4@sdc-v-sessmgr03
http://web.a.ebscohost.com.sbproxy.fgv.br/ehost/viewarticle/render?data=dGJyMPPp44rp2%2fdV0%2bnjisfk5Ie46bRQsKewSrek63nn5Kx95uXxjL6prUq3pbBIsKaeSbCwrlC4pq44zsOkjPDX7Ivf2fKB7eTnfLujsE2xq7RKrqu2PurX7H%2b75vJF4OikfOCz4IzmnPJ55bO%2fZqTX7FWvqbNLt6y2Ubac5Ifw49%2bMu9zzhOrq45Dy&vid=5&sid=27ff3623-9561-4ab3-91ba-385e20a89ee4@sdc-v-sessmgr03
http://web.a.ebscohost.com.sbproxy.fgv.br/ehost/viewarticle/render?data=dGJyMPPp44rp2%2fdV0%2bnjisfk5Ie46bRQsKewSrek63nn5Kx95uXxjL6prUq3pbBIsKaeSbCwrlC4pq44zsOkjPDX7Ivf2fKB7eTnfLujsE2xq7RKrqu2PurX7H%2b75vJF4OikfOCz4IzmnPJ55bO%2fZqTX7FWvqbNLt6y2Ubac5Ifw49%2bMu9zzhOrq45Dy&vid=5&sid=27ff3623-9561-4ab3-91ba-385e20a89ee4@sdc-v-sessmgr03
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Most essential insights to answer the research question 

 Strategic managers play a crucial role in implementing critical changes related to 

the firm’s evolutionary fitness. These critical changes pertain to both dynamic and ordinary 

capabilities at the firm level. Understanding how CEOs help firms to better sense, seize, and 

transform is undoubtedly not the only path to uncover insights on how the chief executive 

influences strategic changes, but it is likely to be an important one concerning how they impact 

a firm’s performance. Moreover, the dynamic managerial capabilities construct is a way to 

integrate the organizational and individual levels of analysis involved. 

 Defined by Adner and Helfat (2003) as the capabilities with which managers build, 

integrate, and reconfigure organizational resources and competencies, they help examine the 

managerial activities to alter how firms earn their living in the present, according to emerging 

market opportunities. Managerial cognition, managerial human capital, and managerial social 

capital are the so-far mostly widely accepted underpinnings or micro-foundations to dynamic 

managerial capabilities, but they don’t seem to be the only ones.  

 Cognition is extremely important because the work of strategic leaders is mentally 

intensive, particularly in environments of high-velocity and ambiguous changes, since such 

leaders need to mitigate perceptual bias, recognize patterns with incomplete and imperfect 

information, resolve complex strategic trade-offs, and sustain focused attention, among many 

other functions. There are also sub-categories within cognition, such as peripheral vision and 

vigilant learning.  

 Varied human capital, not only in terms of education but also in terms of 

experiences and varied career steps, seems to be beneficial to CEO effectiveness. Tenure as 

CEO might have an inverted U-shape curve, and the academic qualifications of the CEO alone 

don’t lead to business performance improvement. Life experiences, not necessarily restricted 

to professional experiences, help shape the human capital possessed by CEOs as well. 

 Social capital is not only significant because of the supposed earlier access to 

relevant information, but also because of the cognitive stimuli, it might offer both in terms of 

new ideas generation and memory retention. 

 Several micro-foundations are present in the literature, beyond the three proposed 

by Adner and Helfat (2003). It is not unusual to find mentions to age, dispositional traits, 
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attention, emotions, learned behaviors, inclination to sustain effort over time, motivation, a 

tendency to change the status quo, high level of personal influence, and CEO psychological 

characteristics like positive self-regard and locus of control, as enablers of CEOs approach to 

strategic changes. 

  The micro-foundations are important by themselves but also have interrelated 

dynamics and consequences. And more presence of a specific underpinning is not always better. 

For instance, “too long” tenure, “too many” academic qualifications, or “too large” social 

networks might become detrimental to the strategic leader’s ability to effectuate strategic 

changes. Fit is an essential element to observe between the context and the CEO in question. 

 Some authors emphasize cognition as preceding other underpinnings (Helfat & 

Peteraf, 2015). Without discounting the importance of such micro-foundations, other authors 

will posit that cognition, human capital, and social capital are important, but what differentiates 

CEOs that are successful in leading strategic changes are the underpinnings related to the actual 

transformation of the resource base and the implementation of strategic decisions. Based on this 

assumption, abilities such as storytelling and communications to share a shared vision are 

mentioned more often more recently in conjunction with the intent to lead and sustain a well-

established management model. 

 Finally, more recent contributions such as Bridoux et al., (2017) and Salvato and 

Vassolo’s (2018) placed a strong emphasis on dynamic capabilities as complex social 

accomplishments that are initiated by the individual’s ability to integrate cognition, learned 

behavior, and emotions, which they called dynamic managerial capabilities, and the productive 

dialogue effectuated by the inter-personal participation of individual organization members. 

2.3 The CEO and the upper echelons 

  The CEO title, as well as the job holder, receive intense attention and cause almost 

unavoidable awe among individuals around them. They have also been the focus of academic 

production. Still, not much is known in terms of what the CEO role entails, and perhaps more 

importantly, how it has evolved in high-velocity technology-enabled environments since 

Mintzberg’s (1973) seminal article on the work of the CEO. Complicating research matters 

might be the fact that the understanding of what CEOs do is impacted by impression 

management of what one thinks they are supposed to do.  
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 Perhaps Mintzberg’s article illustration showing Pablo Picasso’s “Studio with 

Plaster Head” (1925) says it all: it is of complex complexion, somewhat chaotic, comprised of 

a patchwork of distinctive but (hopefully) inter-related elements. 

 Porter and Nohria (2018) claim to have conducted a comprehensive and detailed 

examination of CEO time use in large, complex companies over an extended period. Their study 

tracked detailed time allocation of two Female CEOs and 25 Male CEOs, for three months, 

whose companies are primarily public and had an average annual revenue of $13.1 billion. 

 The key findings are more current, although not necessarily surprising nor different 

from Mintzberg’s (1973):  

(i) The job is all-consuming. The CEO is always on; 

(ii) They work face-to-face, although emails interrupt work and extend the 

workday; 

(iii) They are agenda-driven, which sets priorities in terms of time allocation and 

personal involvement; 

(iv) They spent some time on crises; 

(v) A material average of 11% of their work time was consumed by routine 

duties; operating reviews are the primary component of this aspect of their 

work; 

(vi) They rely heavily on their direct reports, with whom they spend somewhere 

between 32% and 67% of their time with; they are more likely to spend more 

time with direct reports they have greater confidence in; 

(vii) They spend time with the next level below of leadership too, as they are the 

driving force of execution in the organization; 

(viii) They maintain a human face in the organization by staying approachable as 

well as by establishing direct human contact with the rank and file of the 

organization.  

 In the context of observing which activities performed by chief executives seem to 

rely mostly on their dynamic managerial capabilities, the second part of Porter and Nohria’s 

(2018) article provides relevant insights. For the authors, the CEO’s most powerful lever is 

harnessing strategy by making sure that it is detailed, well-defined, understood, and executed. 

These activities require the use of cognition to sense and seize opportunities, communication 
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skills, social capital, and focused sustained attention to help the organization understand the 

strategic intent and transform the resource base via execution.  

 The work on resource allocation and transformation is recognized via portfolio 

choices such as divestitures, mergers, and acquisitions. The relevance of the social capital part 

of the dynamic managerial capabilities is also mentioned as time invested in building a network 

of personal relationships, which yields many benefits. 

 There is limited time, and one-on-one and small group meetings enable delegation, 

relationship building and allow confidentiality, which aligns well with the leader-member 

exchange theory from applied psychology, to be reviewed as part of the chapter on leadership. 

Some activities identified seem to leverage dispositional traits as well, ranging from the energy 

level to keep up with the workload, to spontaneity and accessibility that were perceived to 

enhance a CEO’s legitimacy, and the observation of fairness and selfless commitment to the 

company (Porter & Nohria, 2018). 

 The time study proved that it was challenging for CEOs to invest time with 

customers, investors, and boards of directors, which might impair their cognitive base and 

further limit their field of vision. In addition to the effects of limited time availability combined 

with the breadth of themes to oversee and stakeholders to interact with, the job description of 

the CEO also contains pressure for results (Porter & Nohria, 2018), which could undoubtedly 

impact managerial cognition.  

 On the other hand and given the fact that CEO dismissal is more a consequence of 

sociopolitical constructs like the expectations of the Board of Management, the Board’s 

allegiances and values, the availability of alternative CEO candidates, and the incumbent’s 

CEO power (Fredrickson, Hambrick, & Baumrin, 1988) than the delivery of business results, 

the CEO’s dynamic managerial capabilities related to social capital gain more importance.  

  To help better understand the dynamics involving the CEO and top management 

teams in organizations, theories related to the organization's upper echelon are reviewed next. 

2.3.1 The upper echelons theory 

  “If we want to understand why organizations do the things they do, or why they 

perform the way they do, we must consider the biases and dispositions of their most powerful 

actors – their top executives” (Hambrick, 2007, p.334).   
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 The upper echelons theory was introduced by Hambrick and Mason (1984, p.193) 

to propose that organizational outcomes can be partially predicted from managerial 

backgrounds because “organizational outcomes – both strategies and effectiveness – are viewed 

as reflections of the values and cognitive bases of powerful actors in the organization”.  

  Hambrick and Mason (1984), assuming that strategic choices have a large 

behavioral component, posited that the strategic manager’s decisions are bound to his or her 

cognitive base with (i) knowledge or assumptions about future events, (ii) knowledge of 

alternatives, and (iii) knowledge of consequences attached to alternatives. Such decisions are 

also a reflection of his or her values, experiences, and personalities (Hambrick, 2007). 

Moreover, the more complex the (strategic instead of operational) decision, the more applicable 

the assumption that behavioral factors, rather than functional quests for economic optimization, 

will impact the strategist’s actions. 

 Hambrick and Mason (1984) countered emerging prevailing theories at the time, 

which have staged organizations as purposeless or hapless places, and posited that contexts in 

which firms are embedded, and the consequent pressures and constraints better explain firms’ 

behaviors than their internal dynamics and the values and beliefs of their leaders (Pfeffer & 

Salancik, 1978). Hambrick and Mason’s (1984) propositions were that complex decisions are 

mostly the outcome of behavioral factors. They argued that organizational strategic moves have 

been looked at from techno-economic lenses and viewed as flows of information and decisions, 

detached from the people involved. 

 Figure 7 describes Hambrick and Mason’s (1984) process that relates to the 

situation in which a firm is operating with its strategic choice. According to this view, the 

process is built upon several cognitive and dispositional traits filters, which shape managerial 

perceptions that define the decisions that ultimately are made. 

 The same authors in Figure 8 described the relation between the situation or context, 

the upper echelon psychological and observable characteristics, their impact on strategic 

choices, and also the direct impact that the upper echelon can have on the firm’s performance 

directly as opposed to via strategic changes alone. 
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Figure 7 

Strategic Choice under Conditions of Bounded Rationality  

 

Source: Hambrick and Mason (1984, p.185) 

  Their model relies on several underpinnings to the upper echelon characteristics. 

Cognition and values (among other psychological aspects) being two of them, next to age and 

managerial human capital (functional background, different career experiences, and education). 

They also describe the strategic manager’s social-economic roots and financial situation as well 

as the group characteristics where the strategic leader participates as part of the model. 

 Considering the relevance of environment dynamism put forward as a moderator of 

dynamic capabilities, Hambrick, Finkelstein, and Mooney’s (2005) research on how the 

situation and context interact with the strategic manager’s actions and firm’s performance is 

very relevant. The authors argued that macrosocial forces or contextual conditions or trends in 

the broad external environment to the firm increase managerial discretion, managerial effects 

on organizational outcomes, and intra-industry performance heterogeneity. 

 In the same study, they countered the views of DiMaggio and Powell (1983) that 

the three institutional isomorphic processes, coercive (stems from political influence and the 

need for organizations to be legitimized via their actions), mimetic (results from standard 
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responses to uncertainty among firms), and normative (defined as isomorphism associated with 

professionalization) lead firms to resemble one another. Instead, the authors posit that such 

high-velocity environments will reverse firms’ isomorphism. 

Figure 8 

An Upper Echelons Perspective on Organizations  

 

Source: Hambrick and Mason (1984, p.198) 

 Similarly, Peteraf and Reed (2007), by studying the US airline industry, found that 

even in environments with strict regulatory constraints and manager discretion limited within 

one realm of choice, they compensate by using discretion afforded in another area. Furthermore, 

they observed that administrative practices are constrained only indirectly. Managers might not 

be able to influence the regulatory environment but indeed used the freedom wherever they had 

it to choose a set of practices that would permit them to operate as efficiently as they could. 

Revisions to the original Upper Echelons Theory – expansion to top management teams 

and adoption of demographic characteristics as proxies for executives’ cognitive frames 

 After the original article on the upper echelons theory, Hambrick (2007) proposed 

two refinements. Firstly, he suggested that a focus on the characteristics of the top management 



67 

 

team, as opposed to the CEO alone, will yield more robust explanations of organizational 

outcomes. He affirmed that at the executive level, the joint tenure of top management team 

members and the time they spend working together, explains how they develop behavioral 

integration. 

 Considering that this study focused on how CEOs impact strategic change that is 

likely to lead to superior performance by firms, the fact that they don’t operate in isolation but 

rather are part of the overall organization and interact very closely, particularly with a top 

management team cannot be ignored. Nevertheless, the choice of limiting the scope to the 

organizational leader was consciously made to avoid increased complexity that would impair 

the research rigor. Moreover, ultimately it is the CEO who chooses the top management team 

composition, as “one of the vital functions of the CEO involves identifying, recruiting, and 

bringing together the relevant bundle of specialized and general managerial skills, and 

considering the trade-offs among them” (Kor & Mesko, 2013, p.237).   

 Jones and Cannella (2012) strongly influenced by the upper echelons theory in 

striving to support the focus on the CEO versus the entire top management team, stated that the 

CEO has the superior condition to both, directly and indirectly, influence the strategic decision-

making process. Direct influence manifests itself through the determination of which issues rise 

to the level of the top management team consideration, and the framing of the decision situation, 

including the presumed effects the decision may have on the organization and the CEO’s 

preferences regarding the alternatives developed and selected.  

 The authors also attributed such superior condition to the ultimate influence on 

deciding which executives serve on the team and the power that the team can exercise, the latter 

being particularly visible in newly appointment CEO instances. They typically make changes 

both in the members and in the positions of the top management team (Hutzschenreuter, 

Kleindienst, & Greger, 2012; Ma, Seidl, & Guérard, 2015). 

 Liu, Fisher, and Chen (2018) suggested that in crises or critical events situations, 

members of the top management team may hesitate to make decisions and look to CEOs for 

advice and guidance, which may lead to a stronger influence of the CEO in the presence of 

these situations. 

  Other scholars of the CEO-top management team perspective support Jones and 

Canella’s view by highlighting that CEOs influence strategic outcomes by configuring the top 
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management team and managing the top management processes (Edmondson, Roberto, & 

Watkins, 2003; Kor & Mesko, 2013). 

 Finally, Martin (2011) studied multiple cases of dynamic managerial capabilities in 

executive leadership groups as an element of the corporate effect in firms’ performance. The 

composition of such teams in his study was surprisingly similar, and performance varied 

distinctively. A speculative conclusion could be that the expansion of the scope from the 

individual CEO to top management teams might have led to exponentially increased complexity 

for the multiple case study research method. 

 The second refinement proposed by Hambrick (2007) was that the demographic 

characteristics of executives could be used as valid proxies of executives’ cognitive frames. 

This seems to derive from a practical need, given the availability limitations of psychometric 

data. 

Revisions to the original Upper Echelons Theory – executive job demands and managerial 

discretion 

 The psychological and observable characteristics of the upper echelon are not the 

only components of the theory. Hambrick (2007) put forward two critical moderators that 

impact the predictive strength of the upper echelons theory predictions: executive job demands 

and managerial discretion. 

 Hambrick et al. (2005, p.474) introduced the construct of executive job demands as 

“the degree to which a given executive experiences his or her job as difficult or challenging”, 

and they are determined by three sets of factors: task challenges (the conditions that make it 

challenging to attain performance, arising from the environment and the organization), 

performance challenges (how much performance is required of executives), and executive 

aspirations (varied level of motivation to enhance the performance of the organization).  

Managerial discretion was defined by Hambrick (2007, p.335) as “the absence of constraint and 

a great deal of means-ends ambiguity”. In other words, there is managerial discretion required 

when there are multiple plausible alternatives. 

 By introducing the executive job demands as one of the moderating factors for the 

effectiveness of upper echelons' impact on strategic change, Hambrick (2007) moved beyond 

attributes possessed by individuals to the context in which they operate and the job they hold. 
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The author did not adopt the dynamic managerial capabilities terminology but brings very 

useful insights for the research question on factors moderating the extent to which management 

can implement strategic change and, consequently, impact firm performance.  

 Thompson’s (1967) work that distinguished motivation for discretion in two types: 

motivation to occupy discretionary jobs and motivation to exercise discretion in such jobs, 

might help uncover underlying social processes related to these moderating factors. He posited 

that individuals exercise discretion whenever they believe it is to their advantage to do so and 

seek to evade discretion on other occasions. This illustrates another way in which managerial 

cognition and dispositional traits influence strategic leaders. It is not only necessary for the 

strategic leader to be motivated to occupy such discretionary jobs and for the environment to 

be high-velocity and ambiguous. Strategic leaders need to believe it is to their advantage to 

effectuate strategic change for them to exercise such discretion. 

 In terms of job demands, the reality is that the jobs of executives differ widely in 

how difficult they are (Hambrick, 2007). The author makes theoretical assumptions that heavy 

job demands might impair upper echelons’ strategic judgment, whereas minimal job demands 

afford their holders more time for proper interpretation and decision making. If such 

assumptions are to hold empirically, Hambrick’s (2007) view is that managers will likely be 

economical in their efforts and bet on what is either familiar, fits their cognitive schema, or 

feels comfortable, which might lead them to rely heavily on their successful past experiences 

and relationships, their functional and educational backgrounds, and their psychological 

dispositions. In such circumstances, varied past experiences, expansive relationships, and broad 

functional and educational backgrounds might be more beneficial to strategic leaders as their 

cognitive schema would likely be broader. 

 Both managerial discretion and job demands interact with one another as well. 

Overly simplifying the argument for purposes of clarity, high managerial discretion, and low 

job demands would be the “perfect” environmental conditions for the impact of the upper 

echelons on firm results. Contrarily, low managerial discretion, and high job demands would 

nullify the upper echelons’ effect on performance. 

 The more interesting reflections lie in the middle, though. It is reasonable to assume 

that the job of the CEO in a high-velocity environment, such as the technology sector, is 

unlikely to have low demands. Furthermore, such a job will likely be immersed in the high need 
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for managerial discretion too, considering that technology is not a highly regulated industry, 

and there are numerous bets required under uncertainty. Such a combination of high job demand 

and high managerial discretion required might explain the heterogeneity of intra-industry 

performance as success becomes a matter of the right match, given that the suitability of 

executives’ internal abilities for behaviors and outcomes is contingent on the demands posed 

by the environment (Hambrick, 2007; Hambrick et al., 2005). 

 The two sides of the match are, on the one hand, the nature of the job demands and 

the managerial discretion required, and on the other hand, the attributes of the CEO, which are 

at least partially explained by the three underpinnings of dynamic managerial capabilities. 

 This match is not new. Thompson (1967) summarizes it well using the contingency 

theory for which the human action emerges from the interaction of (i) the individual, who brings 

aspirations, standards, and knowledge or beliefs about causation; and (ii) the situation, which 

presents opportunities and constraints. The interaction of the individual and the situation is 

mediated by his or her perceptions or cognitions. 

 The same combination of high job demand and high managerial discretion might 

also help explain why sustainable competitive advantages are becoming short-lived. If it was 

not challenging enough already to achieve an optimal fit in the short-term in dynamic 

environments, altered job demands might require managerial underpinnings of a different 

nature than the ones displayed by the CEO who once was a good match. 

 Weiss, Razinskas, Backmann, and Hoegl (2018) added a different perspective to 

the reasons why a high job demand may impair the CEO’s effectiveness: the leader’s mental 

well-being, which depends primarily on two states: his or her state of weariness and state of 

mind. The state of weariness encompasses feelings of job stress, defined as “situations in which 

job-related factors interact with a worker to change (i.e., disrupt or enhance) his or her 

psychological and physiological conditions such that the person (i.e., mind-body) is forced to 

deviate from normal functioning” (Beehr & Newman, 1978, p. 670 as cited by Weiss et al., 

2018, p.310). The state of mind involves changes in affective and motivational responses, 

expressed through one’s work engagement, which is defined as “a positive, fulfilling, work-

related state of mind that is characterized by vigor, dedication, and absorption” (Schaufeli, 

Martínez, Pinto, Salanova, & Bakker, 2002, p. 465, as cited by Weiss et al., 2018, p.310). 



71 

 

 It is not only the job demands and managerial discretion requirements that vary 

among firms as well as within the same firm over time. Executives differ widely in their abilities 

and the suitability of their talents to the specific environmental conditions they face. In other 

words, not only the demands of the job differ but also the job holders do, and they vary over 

time as well. Therefore, the interaction between environments and CEOs’ subjective attributes 

shape behaviors and outcomes in a dynamic manner (Gupta & Govindarajan, 1984; 

Venkatraman, 1989).  

 The relevance of the match between the job requirements and the CEO 

characteristics requires at least a brief mention to the job match theory, by which it is the 

compatibility between environmental demands and executive abilities that determines the 

degree to which executives can understand and meet the environmental demands.  

 Allgood and Farrell (2003) affirm, according to the job match theory, that workers 

who otherwise appear equivalent differ in their productivity because of heterogeneity across 

firms in the quality of job matches. There are no good workers or good employers; there are 

only good matches (Jovanovic, 1979). 

 They compared different CEOs who held the position in different time frames in 

the same firm. They found that good CEO matches improved firm performance versus previous 

CEOs; bad matches, defined as CEOs who were dismissed, did not. They also found that CEO 

performance hazard occurred at approximately five years of CEO tenure, which might be 

explained by the fact that the quality of the match is learned over time. 

 The match theory might have limited explanatory power on the performance 

variance attributable to CEOs, however, because specific attributes may be attracted to or hired 

in environments and strategic contexts that are compatible with their characteristics, but maybe 

avoided or rejected in context unfavorable to their characteristics (Westphal & Zajac, 1995). In 

other words, a poor match in this case would mean an assessment error either of the CEO 

characteristics or of the job demands and managerial discretion required. 

2.3.2 Power, influence, and impression management 

 Expanding upon the upper echelons theory, the levels of job demands and 

managerial discretion are not exclusively a consequence of the suitability of the chief executive 

to the specific environmental conditions. Organization behavior scholars have long studied how 
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social dynamics produced by the interaction of the various actors present in the environment 

impact individual actions and group outcomes. Hence, drawing from this field of study certainly 

helps expand the strategic management lenses on how CEOs impact strategic change. 

 Power is a fundamental dynamic within organized social life, and even though there 

are numerous definitions for it, classical views continue to be reviewed and adopted. Pfeffer 

(1992b, 1994), building on his seminal work on power and influence (1981), sees organizations, 

particularly the large ones, as political entities. For the author, power and influence are related 

to “the potential ability to influence behavior, to change the course of events, to overcome 

resistance, and to get people to do things that they would not otherwise do” (p.45). It is also the 

means to enlist others to act, to engage in organizational politics activity, and to exercise the 

use of power. Powell (1994) posited that getting great things done requires interdependent 

action, and therefore can only be accomplished with and through other people.  

 Olsen, Marger, and Fonseca (2019) distinguishes power from influence in a way 

that is useful to this research question. Influence is power exertion in which the outcome is 

indeterminate; the recipient retains the residual ability to exercise power and hence can 

determine how to respond to the actor trying to exert influence in the first place. As a result, the 

eventual outcome is somewhat uncertain for the influencer.  

 CEOs implementing strategic change certainly have positional power, but they 

cannot be sure that individuals will always act in alignment and favoring activities that advance 

sensing, seizing, and transforming organizational capabilities. This because influence is an 

iterative process that resides within social relationships, never in individual actors (Olsen et al., 

2019).  

 Interestingly for this study, Olsen et al. (2019) associated power with assets and 

resources. The latter determines an individual’s power potential or power base. Moreover, the 

process of exercising social power involves possessing resources, committing resources, 

converting resources, and overcoming resistance (Blalock, 1989).   

 The relation between power and resources might be the reason for Thompson’s 

(1967) strong link between the criticality of power and influence on execution (or the actual 

transformation of the resource base) as he stated that a decision by itself changes nothing. He 

described three mechanisms by which [strategic] leaders may accomplish change: (i) 

hierarchical authority that has a very relevant shortcoming for high-velocity markets: the risk 
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of the individual vested with authority being incorrect; (ii) strongly shared vision and 

organization culture that also has relevant shortcoming for the nature of this study: it takes time 

and great effort and entails the risk that new ideas that are inconsistent with the dominant culture 

won’t penetrate; (iii) power and influence, by which leaders need power to get things done, 

actually more power than those whose opposition they must overcome. 

 If proper sensing, seizing, and transforming are the ways to effectuate the use of 

dynamic managerial capabilities by CEOs, Thompson (1967) would posit that they need to have 

different sets of skills both to realize what needs to be done and also how to get it, or else, 

organizations will fall behind. This is not dissimilar from Day and Schoemaker’s (2006) 

emphasis on the sub-types required to transform already reviewed. 

  For Powell (1994), leveraging power and influence to impact change entails several 

approaches as opposed to a single rigid one. One needs to have clarity on the goals to be 

achieved, who is essential in getting such goal attained, what are the patterns of dependence 

and interdependence among these people, and how they are likely to feel about what the leader 

is trying to do. The leader also needs to ascertain the power base of the other players as well as 

map his or her potential and actual sources of power. He or she needs to utilize various levers 

such as the importance of timing, the use of structure, the social psychology of commitment, 

and other forms of interpersonal influence.  

 Arguably the CEO is the person with the most hierarchical power in the 

organization, but by itself, such a source of power might be too rigid and also risky as he or she 

certainly won’t have all it takes to succeed by themselves.  

 In addition to the limitations of the CEO’s power and need to influence expecting 

that others will follow, his or her power is also moderated by at least one key stakeholder group. 

Considering that the board of directors exists to assess governance, strategy, and risks of the 

business and are the ultimate decision-makers of the nomination and continued employment of 

the firm’s CEO, it is plausible to argue that the directors are powerful actors too and, hence, the 

relation between the chief executive and the board not only impacts the job demands and 

management discretion but also impacts the overall sense of job security by the CEO.  

 The relative control of corporate boards of directors over management is somewhat 

controversial, though. Westphal and Zajac (1995) and their so-called behavioral perspective on 

corporate governance, cited various views of the actual role of boards ranging from an effective 
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management control mechanism (Fama & Jensen, 1983), to a management tool (Pfeffer, 

1992a), to a rubber stamp for management initiatives (Herman, 1981), and surrenders to the 

management of their primary domain of decision-making authority (Vance, 1983; Zajac, 1990).  

 Westphal and Zajac (1995) suggested that (i) in firms in which CEOs are relatively 

powerful, new directors are likely to be demographically similar to the firm’s incumbent CEO; 

(ii) when the board of directors is more powerful than the CEO, new directors resemble the 

existing board, rather than the CEO; and (iii) increased demographic similarity between CEOs 

and the board is likely to result in more generous CEO compensation contracts. 

 Garg and Eisenhardt (2017) examined technology venture CEOs in terms of how 

they engage their boards in the strategy-making processes. They offered a description of the 

different strands of research on the relationship CEO-board ranging from the agency theory 

where the board is representing the owners; the behavioral perspective that is centered around 

the relationships among actors, how their behaviors are shaped by social context and past 

experiences where friendship, ingratiation, and norms of reciprocity are certainly present; and 

finally, the resource dependence perspective that assumes that directors are relevant because 

the firms depend on external actors for resources, which in turn generates what the authors 

called resources versus power tradeoff, considered a fundamental tension in venture CEO-board 

relationships. 

 Wang et al. (2016) posited that tenured CEOs accumulate power, knowledge, and 

skills to resist pressure from stakeholders and had more opportunities to pick subordinates and 

board members. These factors might slow down CEOs’ responses to external pressure. 

 Power and influence dynamics between the chief executive and the board of 

directors relate to dynamic managerial capabilities. Aberg and Shen (2020) studied how the 

human capital of board chairs in Norway contributed to the dynamic managerial capabilities of 

the entire board. As effective boards have not only governance and risk management 

accountabilities but also oversee management decisions and are involved in strategic decision 

making such as divestitures and acquisitions, the dynamic managerial capabilities of the board 

itself play a role in the ways by which the serving directors interact with the firm’s management.  

 By reviewing the survey questions used by Aberg and Shen (2020) to assess the 

dynamic managerial capabilities of the board, it became evident that such interactions are 

certainly filled with power and influence, which likely moderate the extent of the impact of 
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such individual capabilities on the firm’s ability to sense and seize opportunities and to 

transform its resource base. The measures were: 

(i) whether directors actively looked for and critically reviewed additional 

information from management and if they asked critical questions related to 

management proposals (as proxies for sensing capabilities);  

(ii) if directors actively participated in discussions and presented creative and 

innovative proposals and solutions (seizing); 

(iii) if directors displayed aligned values regarding ethics, justice, and corporate 

responsibility, if they trusted each other to solve conflicts, if they 

appreciated being together, created a good atmosphere in meetings, and 

communicated openly and freely (reconfiguring).  

 Advancing to another important construct from organization behavior that is helpful 

in the context of the research question, Goffman’s (1978) seminal and still very relevant work 

coined the term impression management, defined by Tedeschi (2013, p.3) as “any behavior by 

a person that has the purpose of controlling or manipulating the attributions and impressions 

formed of that person by others”.  

 Whether one agrees that the CEO holds the most powerful job in the firm, it is 

difficult to argue against the fact that holding this high visibility position alters one’s behavior 

and the behaviors of others, when in their presence and when made aware of their existence.  

 As this research focuses on understanding how CEOs impact strategic changes and 

is seeking to identify micro-foundations that belong to individuals, it is important to 

acknowledge that an individual’s behaviors are not authentic to others but rather are a 

consequence of theatrical performance. “In all interactions, a basic underlying theme is the 

desire of each participant to guide and control the responses made by the others present” 

(Goffman, 1978, p.13).  

 The individual (CEO in this case) projects implicit and explicit moral demands 

upon the others, obliging them to value and treat him or her in the manner that CEOs have a 

right to expect. The CEOs’ annual letters to shareholders provide insightful evidence of 

impression management. There is a tendency to present information in such an order that the 

reader has a more positive perception of the underlying message (Boudt & Thewissen, 2019). 
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 Analyzing the impression management dynamics from the standpoint of the CEO 

to others, when interacting with the top management team, the organization at large, and also 

stakeholders who are external to the firm, there are a few elements in play: 

(i) The CEO will give (or give off) impressions such as verbal symbols or their 

substitutes, used intentionally (or unintentionally) to convey the information 

known to be attached to such symbols; 

(ii) The CEO wishes others to think highly of him or her; 

(iii) The CEO wishes that others think that he or she thinks highly of them 

instead of perceiving how he or she feels towards them, or at least not to 

form any perception of how he or she feels towards them; 

(iv) The CEO’s main interest is to control the conduct of the others, especially 

their responsive treatment of him. This control is achieved largely by 

influencing the definition of the situation and by expressing himself or 

herself in a way that makes others act voluntarily according to his or her 

own plans. 

 Conversely, from the standpoint of the other constituents toward the CEO, the 

theory anticipates that, in striving to define the situation, they guess the best way to act and 

consequently call forth a desired response from the CEO. In these social interactions, the 

following dynamics are expected: 

(i) Others will seek to acquire information about the CEO and bring to play 

information they already possess such as appearance, general socio-

economic status, competence, trustworthiness; 

(ii) Others may assume that the actions displayed by the CEO were performed 

for reasons other than the information conveyed; 

(iii) Individuals suppress their immediate reactions and rather act in a way that 

they feel will be acceptable to others aiming at creating what Goffman (1978) 

calls surface of agreement or veneer of consensus; 

(iv) There is an implicit division of definitional labor in terms of how much 

behavioral commitment each individual will show in the interaction. Topics 

that are vital to an individual but not important to others will cause silence 

or non-committal responses from the group. 
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 There is an information game – a potentially infinite cycle of concealment, 

discovery, false revelation, and rediscovery (Goffman, 1978). Hambrick et al. (2005) 

acknowledge it via at least two of their research propositions: the higher the job demand, the 

more the executive’s attention will be to conveying confidence and calm; and the lower the job 

demand, the more his or her attention will be to enhancing the impression of having high job 

demands.  

 Weiss et al. (2018) posited that impression management or surface acting is an 

intense drain on leaders. This is because the mental resources individuals can invest in self-

regulation or controlling and managing their emotions and behaviors, are limited. The more 

individuals exert active control over themselves, the more mental resources are depleted. 

2.3.3 CEO effect 

 Since Microsoft’s current CEO, Satya Nadella, was appointed in 2014, the 

company’s annual revenue grew from $86 billion to $125 billion in 2019. The stock price went 

from $37.10 to $133.52 over the same period, which ended in July/2019, and peaked at $187.28 

in February of 2020. His predecessor, Steve Ballmer, who led the company from 2000 to 2014, 

had the opposite effect on shareholder value creation. 

 Studies on the influence of leadership on the variance of organizational 

performance are not new. It has been the focus of academic research, at least since Lieberson 

and O’Connor’s (1972) seminal article. They studied 167 large corporations over 20 years in 

terms of their sales, earnings, and profit margins, and in doing so, compared the impact of 

leadership changes – defined as a change of president or chairman of the board of directors – 

with yearly, industry, and company influences. The main conclusion was that industry and 

company account for far more of the variance in sales and earnings. Lieberson and O’Connor 

(1972) attributed importance to external restrictions and therefore saw that there is a maximum 

possible leadership influence, which ranges widely depending on performance criteria. They 

claimed that industries differ in terms of high and low leadership influence potential. Bertrand 

and Schoar (2003) posited that managers differ in their approach toward company growth and 

financial aggressiveness, which creates varied managerial effects on performance. 

 Barney and Arikan (2001) posited that general management capability is among the 

first distinctive competencies identified by those trying to understand persistent performance 
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differences between firms. And, more recently, Quigley and Hambrick (2015) reviewed the 

proportion of variance in performance attributable to individual CEOs for 60 years (1950-2009) 

in what is probably the most extensive firm-years study on this topic. Even though the portion 

of the results unexplained by year, industry, company, or CEO grew substantially, their results 

also indicated that, within the variance range explained by their model, the CEO effect increased 

materially in the period and, at the same time, the influence of contextual factors, particularly 

industry and firm, declined appreciably.  

 Not only did the CEO effect increase in general, but increases were found across 

multiple performance measures, namely return on sales, return on assets, and market-to-book 

value, as shown in Table 3. Quigley and Hambrick (2015) used a multistep sampling procedure 

that included US industries with at least four firms for not less than ten years and with revenues 

of at least $100 million, excluding financial services. 

Table 3 

Summary of CEO Effect on Firms in the US between 1950-2009 

  1950-1969 1970-1989 1990-2009 

 Sequential 

ANOVA 

MLM Sequential 

ANOVA 

MLM Sequential 

ANOVA 

MLM 

Return on 

Sales 

4.1%  

8.6% 

10.9%  

20.3% 

16.2%  

26.4% 

Return on 

Assets 

7.8%  

13.8% 

10.8%  

17.8% 

15.7%  

22.9% 

Market-to-

Book ratio 

7.4%  

14.4% 

9.5%  

19.3% 

13.8%  

22.4% 

Tenure 5.4 years 5.9 years 5.2 years 

Source: adapted from Quigley and Hambrick (2015, p. 826) 

 Not all industries in all countries experience the same effects, though. Lieberson 

and O’Connor (1972) highlighted the CEO effect variance across industries, arguing that the 

CEO effect is moderated by context, which gives her or him higher or lower levels of discretion. 

Crossland and Hambrick (2007, 2011) found strong, robust evidence that the effect of CEOs on 

firm performance is substantially more significant in US firms than in German and Japanese 

firms, under the assumption that people’s perceptions, preferences, and behaviors differ 

systematically between societies, including between nations.  
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 They utilized national values drawn from national culture studies, firm ownership 

structures, and board governance to indicate the level of constraints faced by CEOs. They 

concluded that chief executives in the US face low restrictions, whereas their counterparts in 

Germany and Japan need to overcome medium to high constraints to impact their companies’ 

results. 

 Fitza (2014) challenged the method in which prior variance decomposition analysis 

had been performed. The argument being that these analyses created inflated CEO effects by 

attributing solely to the chief executives, as opposed to entertaining the possibility of 

randomness’ effects, the residual performance variances not explained by year, industry, or 

company effect. Their findings were twofold: without correcting for the effects of chance, the 

CEO effect found resembles one of the prior studies around 18%, and the net CEO effect under 

the author’s method of correcting for randomness resulted in a CEO effect of 5%.  

 It is important to mention that in such a scenario, whilst the CEO effect is 

substantially reduced, it remains one of the most relevant explanatory variables of performance 

variances across firms. This is because the same study concluded that the year effect is 2%, 

industry effect at 6.3%, and the company effect is 27.1%. Lastly, the total variance not 

explained by Fitza’s model was almost 60%.  

 Hence, the question seems to be not whether the CEO effect exists but the extent in 

which it does (Mackey, 2008; Crossland & Hambrick, 2011). Studies on the portion of a firm’s 

variance in performance attributable to CEOs essentially utilize large sets of dummy variables 

(calendar year, industry, firm, and individual CEO). The method does not help uncover the 

specific qualities that cause the impact on performance by individual CEOs (Quigley & 

Hambrick, 2015; Quigley & Graffin, 2017), which heightens the importance of studies on how 

this impact is effectuated. 

 Lastly, it needs to be acknowledged that the definition of the performance indicators 

used in CEO effect studies is heavily skewed towards lagging financial indicators. This seems 

to be both a narrow and a poor predictor of the future CEO effect, which could, and most 

probably should be created not only for shareholders but also for other stakeholders of the firm.  

 Nevertheless, in times where the CEOs of the largest American corporations jointly 

issued statements on the purpose of a corporation (“Business Roundtable redefines the purpose 

of a corporation to promote an economy that serves all Americans”, 2019), a firm’s financial 
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performance is the primary metric by which its board assesses the CEO and, investments on 

corporate social responsibility (CSR) programs will only moderate the perception on CEO 

performance (Hubbard, Christensen,  & Graffin, 2017). In other words, CSR investments made 

by CEOs with positive financial results are likely to shield them from dismissal, whereas the 

same investments made by CEOs with negative financial results will accelerate dismissal.  

2.3.4 Top management teams 

 The average span of control of a CEO has increased substantially over the past 

decades. It used to be around five in the mid-1980s to almost ten in the mid-2000s. For Neilson 

and Wulf (2012), this increase in the chief executive’s purview is even more remarkable as it 

took place in a vastly more complex and globally dispersed business environment. 

 Thompson (1967) first established the idea that top management teams are charged 

with setting the strategic direction of their organizations. Jones and Cannella (2012, p.15) 

definition of top management teams, leveraging Thompson’s (1967) notion of dominant 

coalition, is that a top management team is “a CEO and other executives who together comprise 

the dominant coalition and are charged with strategic decision making for the organization”.  

 Beckman and Burton (2012) proposed that we conceptualize top management 

teams as a set of individuals and roles, implying that the work and functions represented at the 

top management team matters for its effectiveness as well. 

 Other researchers have defined the top management team more broadly as the CEO 

and his or her direct reports (Fredrickson & Iaquinto, 1989; Sutcliffe, 1994), inside board 

members (Finkelstein, 1992), and the group of managers with titles above the rank of vice-

president (Cannella & Hambrick, 1993; Cannella, Park, & Lee, 2008).  

 There are questions on whether such teams are as unitary as they appear. Roberto 

(2003) says that the subsets of executives coalesce around strategic issues. Consequently, not 

all team members are equally engaged in strategic decision making. Mooney and Amason 

(2011) articulated that what seems to happen is that the true strategic decisions are being made 

by a smaller group of top executives handpicked by the CEO, or what Thompson (1967) called 

the inner circle. More recently, Ma, Kor, & Seidl (2019) reached the same conclusion.  

 If not all members of the top management team are part of the inner circle, not all 

members of the inner circle are perceived to have the same participation level in the strategic 
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decision-making process either. Hambrick and Mason (1984) posited that the top management 

team is the appropriate level of analysis for the upper echelons theory but, notwithstanding its 

importance, Hambrick (1994) argued that the top management team behavior is reflective of 

CEO leadership style. He affirmed that the top group leader has a disproportionate, sometimes 

nearly dominating, influence on the group’s various characteristics and outputs. Jones and 

Cannella (2012) stated that although most top management team empirical research treats the 

CEO as another regular team member, the theory suggests that the reality is different. 

  In summary, management and goal setting of the firm result from organization 

politics behavior in the top management team and sub-sets of its members and, therefore, their 

interests, perspectives, and priorities. Consequently, key decisions emerge from a negotiation 

process, where individual priorities are being addressed by the various actors, and the CEO is 

potentially the holder of more power and influence over the other members of the inner circle. 

 In this context, it is likely that many of the strategic actions required for a firm to 

change and achieve superior results take place in teams. Nonetheless, at least since Mintzberg, 

Raisinghani, and Theoret (1976), the complex decision-making process in organizations has 

been described as non-linear, unstructured, and irregular, which creates room for a myriad of 

cognitive biases. On the one hand, people are attracted to others like themselves (Byrne, 1971; 

Roberto, 2003) and, on the other, dissimilar team members are able to process more complex 

information and to better consider multiple alternatives in parallel (Jackson, 1992).  

 Illustrative of empirical observations, in studying executives in the inner circles 

across 40 firms, Mooney and Amason (2011) found that the average strategic decision team 

was comprised of 4.6 members against the average of 9.4 members in top management teams 

and that team members are more likely to get to the inner circle when they are more similar to 

the CEO in terms of age, gender, job tenure, firm tenure, and board membership. 

 The associations between the underpinnings of CEOs’ dynamic managerial 

capabilities and the top management team should be evident by now. A diverse top management 

team should expand managerial cognition available to the organization, not only by the ability 

to draw from a wider range of individual cognitive frames, but also by the effects of the 

transactive memory system derived from the interaction among members, proposed by Martin 

and Bachrach (2018) and already reviewed.  
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 Such diversity of the top management team should also expand the benefits of social 

networks possessed by its members. Stajkovic, Carpenter, & Graffin (2012) explored the 

quality of such networks among charismatic leaders, which uncover insights on the process by 

which social capital contributes to the CEO’s dynamic managerial capabilities: 

(i) Number of ties: everything else constant, a larger network provides more 

potential resources than smaller ones; nevertheless, at some point, its return 

starts to diminish either because of the time and attention its maintenance 

requires or because of redundant contacts; 

(ii) Structural holes/weak ties: a structural hole describes the separation 

between unique contacts. The more degrees of separation, the more likely 

that contacts will be additive instead of overlapping; 

(iii) The similarity of tied actors: demographically similar contacts will tend to 

increase interpersonal trust, enhance views of one another, and the 

likelihood to exchange referral benefits; 

(iv) The number of senior ties: more senior people in organizations tend to have 

access to resources sooner than less senior individuals. 

 The effects of network structures do not only interact with the underpinnings of the 

dynamic managerial capabilities. They seem to be strong on team viability (the team’s potential 

to retain its members) and performance as well, as they have the potential to facilitate and 

constrain the flow of resources between and within teams (Balkundi & Harrison, 2006). 

 Balkundi and Harrison’s (2006) mention to networks between teams is particularly 

relevant in studying the top management team, whose description seems to align to the authors’ 

definition of a central team, that has access to the unique knowledge, including an 

understanding of where such knowledge is located elsewhere inside and outside the 

organization, and how to obtain it. Such connections should be helpful to CEOs, at least in 

seizing and transforming the organization's resources as these relationships are bidirectional. 

 Top management team human capital also seems to matter: prior experience 

exposes team members to specific organizational routines that they automatically or mindfully 

deploy in ways that shape strategy and outcomes. “They automatically important routines from 

prior experiences; selectively important routines; redeploy prior routines for new purposes; 
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recombine routines from diverse prior organizations; recombine routines from informal 

advisory networks” (Miner, Gong, Baker, & O’Toole, 2012, p.189). 

 But, how truly important is the composition of the top management team to the 

performance of the firm? The upper echelon theory will say that organizations are reflections 

of their top managers, and empirical studies provided persuasive support that observable 

characteristics of the top management team are associated with differences in performance. The 

criticism of such studies is that they use proxies to measure the heterogeneity of the top 

executives. Priem, Lyon, and Dess (1999) argued that it is important to understand a top 

management composition via examining social psychological processes and individual 

perceptions and beliefs, as these constructs are more directly linked to behavior than the distal 

demographic characteristics usually used as proxies. 

 Martin (2012), via a multi-case study of six technology companies, concluded that 

there was no apparent association between multi-business management team composition and 

performance. His findings were that the composition of the management teams in his study was 

similar, yet there were clear distinctions in performance. He speculates that a reason for these 

results might be the higher turnover of executives in high-velocity environments. 

 Jansen, George, van den Bosch, and Volberda (2008) studied senior team members 

of Dutch branches of a large European financial services firm and concluded that they were key 

in achieving organizational ambidexterity. A shared vision by team members, the senior team 

social integration, and also contingency rewards aligned to such shared vision were key 

elements to equip team members to face the paradoxical ambidextrous trade-offs and mitigate 

conflicts and dispute for resources.  

 The adopted definition of social integration was “the attraction to the group, 

satisfaction with other members of the group, and social interaction among the group members” 

(O’Reilly III, Caldwell, & Barnett, 1989, p.22). Not only was such social integration important 

to resolve disputes, but it also enabled the exchanges of ideas, perspectives, skills, and abilities 

to generate opportunities, which made it a key aspect if one wants to leverage the dynamic 

managerial capabilities of the top management team. 

  Jansen, George, Van den Bosch, and Volberda (2008) also explored the 

relationships among transformational leadership, which will be reviewed in the next chapter, 

senior team attributes, and organizational ambidexterity. They found that leaders play a role by 
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exercising idealized influence, which represents the degree to which they are admired, 

respected, and trusted, as well as through inspirational motivation, and by moderating the 

effectiveness of the senior team's social integration.  

  Hill’s (2018) view is that effective team performance starts with the leader’s mental 

model about the situation at hand, which is aligned with the view on the importance of 

managerial cognition. Next, leaders extremely in tune with the team’s needs have to develop a 

diverse range of actions and skills to meet the team’s direct needs, which speaks tangentially to 

the enrichment of the human and social capitals of the dynamic managerial capabilities 

framework. Figure 9 intends to summarize Hill’s view on team leadership, which is very 

process orientated, in ways that are different from leadership within the vertical organization 

structure (Hill, 2018). 

Figure 9 

The Hill Model for Team Leadership 

 

Source: Northouse (2016, p.367) 

 Northouse (2018) highlighted two scholars’ main findings, which seem to elucidate 

the thinking on team leadership and the specific elements that the CEO should strive to nurture. 

 



85 

 

Table 4 

Comparison of Theory and Research Criteria of Team Effectiveness 

Enabling Conditions of Group Effectiveness 

(Hackman, 2012) 

Characteristics of Team Excellence (Larson & 

LaFasto, 1989) 

Compelling purpose Clear, elevating goal 

 Results-driven structure 

Right people Competent team members 

Real team Unified commitment 

 Collaborative climate 

Clear norms of conduct Standards of excellence 

Supportive organizational context External support and recognition 

Team-focused coaching Principled leadership 

Source: Northouse (2016, p.369) 

Most essential insights to answer the research question 

 Bias and dispositions of the top executives act as filters to shape managerial 

perception, which in turn impact their decisions and ultimately shape what firms do. This is 

because complex decisions are largely impacted by behavioral factors, underpinned by 

psychological and observable characteristics of the so-called upper echelon. 

 The organization’s upper echelon includes the CEO and his or her inner circle, a 

sub-set of the top management team. Members of the top management team are not only the 

direct reports of the CEO only. Moreover, the extent to which the upper echelon impacts what 

firms do has at least two moderators: the CEO job demands and degree of managerial discretion. 

 In turn, the level of perceived pressure from job demands and the level of discretion 

the CEO can exercise are impacted by his or her power and influence. CEOs also have varied 

abilities to effectuate strategic change through their leaders to others in the top team.   

 Team leadership by the CEO certainly offers a unique setting for leadership. 

Effective team leadership is critical not only due to the increased CEO’s leadership 

responsibilities suggested by the higher number of direct reports and his or her ability to 

implement strategic change and achieve results through teams. At the very least, it increases 

the opportunities to leverage the dynamic managerial capabilities of each member of the team 

as the organization needs to sense, seize, and transform its resource base continuously. 
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 The dynamic managerial capabilities of the management team offer several 

opportunities for the CEO. They can enhance his or her cognition, expand the social network 

beyond their own, and draw from the education, experiences, and dispositional traits of others. 

2.4 Leadership 

 Teece (2014) acknowledged that routines and business models are bound by rules, 

customs, and heritage, but strong leadership can change them in most instances. The CEO is 

arguably the most visible leader in a firm. Moreover, to convert individual capabilities into 

actionable collective intellect, leaders are required to design and execute what Felin and Powell 

(2016) called the self-organizing process. 

 Therefore, studying leadership when examining how CEOs impact strategic change 

and ultimately firm’s performance certainly helps to understand at least some of the complex 

multi-level phenomena that take place involving the chief executive and the dealings with his 

or her top management team, the organization, and the external environment. Several studies 

have found that a CEO’s leadership style and personality influence important aspects of the top 

management team, such as behavioral integration, team conflict, and the propensity for risk-

taking as well as firm performance (Ling, Simsek, Lubatkin, & Veiga, 2008; Carmeli, 

Schaubroeck, & Tishler, 2011; Ou, Waldman, & Peterson, 2018).  

 Effective leaders shape the development of shared mental models in their teams by 

systematically seeking, evaluating, and organizing information about team functioning and 

constraints (Zaccaro, Rittman, & Marks, 2001). They serve as sense makers by interpreting and 

communicating key information to the team, thereby creating a mental framework that 

promotes common understanding and action (Day, Gronn, & Salas, 2004). This view is in 

strong alignment with Logemann, Piekkari, and Cornelissen (2019). They see effective sense 

giving as providing organizational members with a way of making sense rather than pre-

packaged meanings. Moreover, for the authors, managers are effective in their sense giving 

when they combined framing and narratives or storytelling. 

 Despite the fact that leadership may emerge within a team, and not necessarily by 

its hierarchical leader (Day et al., 2004), this theoretical review on leadership has followed a 

more traditional perspective. This given that the CEO is the main leader in focus. 
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 Leadership as a construct has not yet been explicitly mentioned in the dynamic 

managerial capabilities frameworks available but it has been studied concerning firm 

performance, at times with criticism (Liu et al., 2018). Therefore, it is important to understand 

whether the most widely known leadership theories can contribute to uncovering new 

underpinnings of dynamic managerial capabilities.  

 The challenge is that “there are almost as many definitions of leadership as there 

are people who have tried to define it” (Stogdill, 1974, p.7). Moreover, leadership is a complex 

phenomenon that operates across multiple levels of analysis, involves multiple mediating and 

moderating factors, and takes place over substantial periods (Dinh et al., 2014). 

2.4.1 Definitions over time 

 Leadership is certainly one of the most researched topics in applied psychology and 

management and, therefore, has been defined by numerous authors. Northouse (2018) presents 

the following overview of how leadership has been defined since the beginning of the 20th 

century. It started with a strong emphasis on control and centralization of power with the intent 

of domination. In the early 1930s, traits gained relevance, and a shift from dominance to 

influence started. Defining leadership in team settings surged in the 1940s and was expanded 

to positioning leadership as relationships that develop shared goals.  

 The distinction between leadership perception and leadership effectiveness became 

relevant in the 1950s. Perception focused on the extent to which leaders display behaviors 

considered leader-like by others, and effectiveness focused on how leaders structure the way 

the inputs of others are combined to produce organization outputs. 

 Leadership as behavior that influences people toward shared goals was a view put 

forward by Seeman (1960).  Burns’ (1978, p.425) definition coined the organizational behavior 

approach that leadership took on in the 1970s: “Leadership is the reciprocal process of 

mobilizing by persons with certain motives and values, various economic, political, and other 

resources, in a context of competition and conflict, to realize goals independently or mutually 

held by both leaders and followers”.  

 The key themes from the 1980s were: (i) leadership is getting followers to do what 

the leader wants to be done, (ii) it entails non-coercive influence, and (iii) leaders have certain 

predisposition traits.  
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 Burns (1978, p.83) also initiated a movement by defining leadership “as a 

transformational process that occurs when one or more persons engage with others in such a 

way that leaders and followers raise one another to higher levels of motivation and morality”. 

 Hogan, Curphy, and Hogan (1994, p.493), synthesized well a somewhat convergent 

definition of leadership in the 1990s: “leadership involves persuading other people to set aside 

for some time their concerns and to pursue a common goal that is important for the 

responsibilities and welfare of a group”. 

 Nevertheless, during the same period, there was emerging research emphasizing 

different elements to conceptualize leadership. Northouse (2018) listed the most prominent: 

(i) Authentic leadership: emphasis on the leader’s authenticity and the 

consequences to his or her leadership perception and effectiveness; 

(ii) Spiritual leadership: focused on leaders who utilize values and sense of 

calling and belonging to motivate followers; 

(iii) Servant leadership: studies leader’s focus on followers needs and 0n 

supporting them to be autonomous, knowledgeable, and better leaders; 

(iv) Adaptive leadership: emphasizes the use of problems, challenges, and 

change to develop leaders to become adaptive to the environment; 

(v) Followership: spotlights the followers in the leadership process; 

(vi) Discursive leadership: posits that leadership is created not through leader 

traits, skills, and behaviors but communication practices. It indicates that 

there is a negotiation process between leader and follower. 

  This study will adopt the conceptualization proposed by Northouse (2018, p.5) by 

which “leadership is a process whereby an individual influences a group of individuals to 

achieve a common goal”. The important attributes of this leadership definition for the dynamic 

managerial capabilities of the CEO are that:  

(i) Leadership is conceptualized as a process, meaning that the CEO’s dynamic 

managerial capabilities will impact the firm’s resources only after several 

steps taken over a period;  

(ii) Leadership involves influencing so that the strategic change being pursued 

cannot be achieved with top-down strategic decisions by the CEO; this 

element of the definition involves power, already reviewed on this study; 



89 

 

(iii) Leadership occurs in groups, consequently, the CEO needs to exert 

leadership to enlist the contribution of other actors in the internal and 

external environments such as the board of directors, the firm’s top 

management team, employees holding key roles and capabilities required 

for the strategic change to happen, customers, suppliers;  

(iv) Leadership entails common goals, meaning that the strategic change won’t 

be realized if all relevant constituents don’t see such change as their main 

objective at work and are either clear on their contribution to it or have 

enough cognition and adaptability to shape it themselves in an effective way. 

 Figure 10 distinguishes approaching leadership as a trait, which is conceptualized 

as “a set of properties possessed in varying degrees by different people” (Northouse, 2018, p.7), 

and as a process, that sees leadership as “a phenomenon that resides in the context of the 

interactions between leaders and followers and makes leadership available to everyone” 

(Northouse, 2018, p.7). 

Figure 10 

The Different Views of Leadership 

 

Source: Northouse (2016, p.9) 
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  In what follows, the most known approaches to leadership will be discussed. The 

approaches considered traditional have been around for longer and made themselves somewhat 

popular among practitioners, whereas the approaches considered emerging became visible more 

recently among scholars and practitioners. 

2.4.2 Traditional approaches  

Dispositional Traits 

 Perhaps the most extreme of the traits approach to leadership is the great man 

theory, by which leaders are born not made, some individuals are superior to others in their 

intelligence, energy, and moral force, and they were powered by birth to lead others. They can 

lead, depending upon where they were born, their social status, and privileges. 

 The trait approach to leadership, also called dispositional, is primarily interested in 

the measurement of personality traits, which can be defined as habitual patterns of behavior, 

thought, and emotion; this approach posits that different traits influence the effectiveness of 

leadership. It has drawn the attention of several scholars over time, which led to a proliferation 

of traits that are considered positive characteristics of effective leaders. Table 5 summarizes 

some of the most relevant views according to Northouse (2018): 

Table 5 

Studies of Leadership Traits and Characteristics 

Stogdill (1948) Mann (1959) Stogdill 

(1974) 

Lord, 

DeVader and 

Alliger (1986) 

Kirkpatrick 

and Locke 

(1991) 

Zaccaro, Kemp 

and Bader (2017) 

Intelligence 

Alertness 

Insight 

Responsibility 

Initiative 

 

Intelligence 

Masculinity 

Adjustment 

Dominance 

Extraversion 

Conservatism 

Achievement 

Persistence 

Insight 

Self-confidence 

Responsibility 

Cooperativeness 

Tolerance 

Influence 

Sociability 

Intelligence 

Masculinity 

Dominance 

Drive 

Motivation 

Integrity 

Confidence 
 

Cognitive 

Ability 
 

Task 

Knowledge 

Cognitive Ability 

Extraversion 

Conscientiousness 

Emotional 

stability 

Openness 

Agreeableness 

Motivation 

Social 

Intelligence 

Self-monitoring 

Emotional 

intelligence 

Problem-solving 

Source: Northouse (2016, p.22) 



91 

 

  Despite the multitude of studies, the five-factor model (FFM) or big five factors of 

personality is the most widely used and researched personality taxonomy (Smith et al., 2018), 

despite the fact that the model is criticized by providing too narrow of a description of 

personality (Hough, 1992).  

 The FFM’s five personality traits are the most basic dimensions of human 

personality that determine human thinking, feeling, and behavior. The dimensions of the five-

factor model are neuroticism, extraversion, openness to experience, agreeableness, and 

conscientiousness. 

 In a qualitative and quantitative review of personality and leadership theory, Judge, 

Bono, Ilies, and Gerhardt (2002) defined the model’s dimensions as follows: 

(i) Neuroticism: the tendency to exhibit poor emotional adjustment and 

experience negative effects, such as anxiety, insecurity and hostility; 

(ii) Extraversion: represents the tendency to be sociable, assertive, active, and 

to experience positive affects, such as energy and zeal; 

(iii) Openness to experience: is the disposition to be imaginative, non-

conforming, unconventional, and autonomous; 

(iv) Agreeableness: is the tendency to be trusting, compliant, caring, and gentle; 

(v) Conscientiousness: is comprised of two related facets, achievement, and 

dependability. 

  Judge et al.’s (2002) study found that extroversion presented the strongest 

correlation with leadership, followed by conscientiousness, neuroticism, and openness to 

experience. Agreeableness showed a relatively weak correlation with leadership. 

 Kirkpatick and Locke (1991) found evidence that effective leaders are different 

from other people in aspects like drive, which combines achievements, motivation, ambition, 

energy, tenacity, and initiative, the motivation to be a leader, honesty, integrity, self-confidence, 

cognitive ability, and knowledge of the business.  

 These finds related to perception of leadership. In terms of leadership effectiveness, 

Judge, Jackson, Shaw, Scott, and Rich (2007) concluded that general mental agility, the five 

factors model, and experience did not significantly predict performance when: 

(i) Task complexity was medium or high; 
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(ii) The time interval between the measurement of self-efficacy and 

performance was relatively long; 

(iii) No feedback was provided, or feedback was provided well after the task was 

performed. 

 One reason might be that the diverse and uncertain nature of complex job demands 

makes it more difficult for individuals to assess their self-efficacy (Stajkovic & Luthans, 1998) 

and without feedback by others, adaptation and course correction were unlikely. 

 Nadkarni and Herrmann (2010) studied the five-factor model personality traits of 

small and medium-sized business process outsourcing firms in India and how their impact on 

the firm’s strategic flexibility positively impacted performance. Their results indicate that the 

effectiveness of a CEO personality trait depends on whether the trait enhances or inhibits 

strategic flexibility. CEO extraversion, emotional stability, and openness to experience were 

found to foster strategic flexibility. Medium levels of agreeableness maximized strategic 

flexibility. Conscientiousness undermined firm performance by inhibiting flexibility. These two 

latter findings differed from the results of extant studies. 

 There is a substantially wide variety of scholarly articles trying to identify 

constructs that either correlates with leadership behavior or leadership effectiveness. Some of 

them certainly generate curiosity, such as the effect of CEO birth order on strategic risk-taking 

by Campbell, Jeong, and Graffin (2019), proposing that the birth order is one of the most 

pervasive and universally thought human experience to determine who we are; or the CEO’s 

country of origin studied by Abernethy, Kuang, and Qin (2019), which compared Anglo-

Saxon/common-law, French/civil-law, and German-Scandinavian/civil-law CEOs and found 

no explanation for financial performance variation but concluded that being a French/civil-law 

CEO is an important factor to explain environmental, social, and governance performance 

among firms.  

 Garcia-Blandon, Argilés-Bosch, and Ravenda (2019) concluded that outsider CEOs 

tend to perform better than insiders in terms of financial indicators, CEOs with engineering 

degrees performance significantly better than others both in terms of environmental social, and 

governance terms and better overall (including financial performance), CEO age did not make 

a difference, CEOs with longer tenure tended to have higher financial performance, and so did 

the US CEOs. Also concerning CEO origins, Nguyen, Hagendorff, and Eshraghi (2017) posited 
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that the cultural heritage of CEOs in the US banking sector, defined by whether they were 

children or grandchildren of immigrants, was associated with a 6.2% higher profitability 

compared with the average firm, particularly following shocks to industry competition. 

 Physical appearance, like height, has also been studied, and it seems to play a role 

in workplace success and income as well (Judge & Cable, 2004; Cherulnik, Turns, & 

Wilderman, 1990). Miller, Kets de Vries, and Toulouse (1982) posed that top executive internal 

locus of control, or the belief one holds about control over life events, leads to more product-

market innovation, greater risk willingness, and leadership in front of the competition. For 

Mammassis and Kostopoulos (2019), the chief executive’s goal orientation is qualified in three 

main types: learning orientation (challenges, persistence, and uncertainty); performance-

approach (competence); and performance-avoidance (protection from judgment). They impact 

organizational ambidexterity, particularly in highly dynamic environments, which is key to 

business performance. 

 A review of individual characteristics attributed to leaders would be incomplete if 

it did not mention intelligence. Judge, Colbert, and Ilies (2004) argued that few characteristics 

are more valued or valuable than intelligence. It is not only associated with job performance 

but also with many social advantages, including employment, economic self-sufficiency, 

affluence, educational achievement, marital stability, legitimacy, and lawful behavior. 

 Narrowing the focus to what is most relevant to this research, the intelligence-

performance relationship is stronger for complex jobs (Schmidt & Hunter, 1998). Kirkpatick 

and Locke (1991) stated that cognitive ability is an asset to leaders because they must gather, 

integrate, and interpret enormous amounts of information.  

 Moreover, by analyzing the relationship between intelligence and creativity, 

Rushton (1990) has concluded that the two are distinct but related constructs. For Judge et al. 

(2004) not only are intelligent leaders better problem solvers, but they are also likely to be more 

creative and foster the creativity of their followers. They state that intelligence also may cause 

a leader to appear as leader-like. Interestingly, they also concluded that appearing smart seems 

to correlate more strongly with leadership than actually being smart.  

 Judge et al. (2004) uncovered additional useful insights: intelligence and leadership 

will be more strongly related to leaders experiencing low levels of stress and also who exhibit 

directive – as opposed to participative – behavior. For Schmidt and Hunter (1998), no other 
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trait is able to predict so many important real-world outcomes so well. However, Judge et al. 

(2004) found a moderate average correlation between intelligence and leadership, and that 

extroversion and conscientiousness produced more substantial correlation results. 

 Returning to other individual traits associated with perceived and effective 

leadership, Chan and Drasgow (2001) proposed a new individual differences construct called 

motivation to lead as the result of a multi-varied approach that included the following: 

(i) Big-five traits: the already discussed extraversion, agreeableness, emotional 

stability, conscientiousness, and openness to experience; 

(ii) Cognitive ability; 

(iii) Past leadership experience: based on biographical indicators; 

(iv) Leadership self-efficacy: drawn from the social cognitive theory, defined by 

Bandura (1994) as individuals’ beliefs about their capabilities to produce 

designated levels of performance. Stajkovic and Luthans (1998) meta-

analysis review demonstrated that self-efficacy beliefs are critical for the 

prediction of performance in a given situation; 

(v) Horizontal individualism: individuals who value their individuality and 

uniqueness as opposed to horizontal collectivism which makes people value 

collective harmony and equality; 

(vi) Vertical individualism: individuals who value achievement and competition 

as opposed to vertical collectivists who accept social hierarchies and tend to 

subordinate their goals to the majority or to authorities. 

 They suggest that people who like to lead and who see themselves as having 

leadership qualities tend to be outgoing and sociable in nature are more competitive and 

achievement-driven, have more past leadership experiences than their peers, and are confident 

in their own leadership abilities (Chan & Drasgow, 2001). 

 In sum, the traits approach arguably offers valuable categorizations. Still, because 

of its complete disregard of situational context and also the human learning, it seems too one-

sided and deterministic to be plausible. 

 For the sake of completeness, not all individual approaches to leadership are 

focused on traits. Katz (1955), as cited by Northouse (2018), was counter to trying to identify 

a definitive set of leadership traits by approaching leadership as a set of skills and abilities that 
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can be learned and developed and vary in requirement according to the organizational level of 

the leader. Top management would need stronger conceptual and human skills at the price of 

technical skills. The way the model works is that individual attributes such as general cognitive 

ability lead to competencies such as problem-solving skills, which in turn yield leadership 

outcomes such as effective problem-solving. As the model assumes learning, it acknowledges 

the impact of career experiences and the environment. 

 There is also the behavioral approach, which focuses exclusively on what leaders 

do and how they act and sees leadership as composed of two general kinds of behaviors: task 

behaviors, which help group members to achieve their objectives; and relationship behaviors 

that help followers feel comfortable with themselves, with each other, and with the situation in 

which they find themselves (Northouse, 2018). The combinations of (high and low) concern for 

results and (high and low) concern for people create a matrix of different leadership styles. 

 Avolio (2007) summarizes well the relevance of individual traits in leadership. He 

affirms that there are some universal traits that are associated with leadership effectiveness: 

persistence, tolerance for ambiguity, self-confidence, drive, honesty, integrity, internal locus of 

control, achievement motivation, and cognitive ability. On the other hand, behavioral genetics 

leadership studies suggest that 30% of the variance in leadership can be accounted for by genetic 

predispositions.  

 Hence, dispositional behavioral traits are certainly relevant, but they are not the 

only elements that matter to effective leadership. Several scholars (Rost, 1991; Zaccaro & 

Klimoski, 2002; Avolio, 2007) criticized the fact that leadership studies have predominantly 

focused on the leader and hence miss the dynamic interplay between leaders and followers, 

taking into account the prior, current, and emerging context.  

Situational approach 

  Similar to the traits approach to leadership, the situational approach has become 

widely recognized. Developed initially by Hersey and Blanchard (1969), it has been refined 

and revised several times and used extensively in organizations. Despite its popularity, the 

situational leadership approach has received limited scholarly attention to justify its 

assumptions and propositions. 
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 The premise of the theory is that different situations demand different kinds of 

leadership, and hence they require that leaders adapt their styles to the demands of different 

situations. In essence, leaders are expected to adapt their style and be either directive or 

supportive, according to the competence and commitment of the followers (Northouse, 2018). 

 The most appropriate style is a combination of the leader behavior, which ranges 

from (low to high) directive and (low to high) supportive, in combination with the development 

needs of the followed, which range from developed (defined as high competence and high 

commitment) to developing (low competence and high commitment).  

 The way the model works is that a leader can delegate (become supportive as 

opposed to directive) when he or she has subordinates who are highly competent and highly 

committed. On the other extreme, a leader needs to be directive when there is low competence 

but high commitment. He or she needs to be coaching (highly supportive and somewhat 

directive) when there are low competence and commitment. The fourth and last style in the 

model is supportive, which is applicable when there is moderate to high competence, and 

commitment levels vary. The authors do not explain the theoretical basis for these changes in 

the composition of each of the subordinate’s development needs. 

Path-goal theory 

 In essence, this theory discusses how leaders motivate followers to accomplish 

designated goals. Introduced by House (1971), this approach emphasizes the relationship 

between the leader’s style and the characteristics of the followers and organization context. 

 It differs from the situation approach because instead of suggesting that a leader 

must adapt to the developmental level of the followers, the path-goal theory emphasizes the 

relationship between the leader’s style and the characteristics of the followers and the 

organizational setting (Northouse, 2018). For House, (1996, p.335), effective leaders “engage 

in behaviors that complement a subordinate’s environments and abilities in a manner that 

compensates for deficiencies and is instrumental to a subordinate’s satisfaction and individual 

and work unit performance”. Northouse (2018) argue that the path-goal theory puts the onus on 

leaders to create a healthy and productive environment to propel followers toward success. 
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Table 6 

Path-goal Leadership Theory Leadership Styles 

Leadership Behavior Follower Characteristics Task Characteristics 

Directive Dogmatic, Authoritarian Ambiguous, unclear rules, 

complex 

Supportive Unsatisfied, Need for Affiliation 

and Human Touch 

Repetitive, Unchallenging, 

Mundane 

Participative Autonomous, Need for Clarity and 

Control 

Ambiguous, Unclear, 

Unstructured 

Achievement Oriented High Expectations, Need to Excel Ambiguous, Challenging, 

Complex 

Source: Northouse (2018, p.123)   

 The theory axioms, or propositions assumed to be true, are the following: the 

leader’s behavior need to offer satisfaction for subordinates to consider it acceptable; and 

performance orientation increases when tasks are relevant for skills building and the leader’s 

behavior enhances motivation by providing guidance and resources, and reducing obstacles.  

 For leaders to enhance motivation, they need to value the satisfaction of 

subordinates’ needs, make the task and goal attainment satisfying, offer contingent rewards, 

and provide psychological support. To enhance the task relevance, they need to serve as role 

models and care for the subordinates’ development.  

 Leaders also need to facilitate collaboration, nurture relationships, and promote 

work legitimacy with external actors. The theory suggests that in environments where tasks are 

ambiguous (such as a strategic change in high-velocity environments), participative leadership 

is considered best.  This is because participation gives greater clarity to how certain paths lead 

to certain goals and helps followers learn what leads to what (House & Mitchell, 1975).  

 One of the criticisms towards this theory is that it is a daunting task to incorporate 

all of its factors in selecting the appropriate leadership style, which for House (1996) might be 

an effective way to cope with conditions of uncertainty and unpredictability since they require 

a personal rather than a formally planned coordination of work. Figure 11 tries to simplify all 

its elements by summarizing the process by which leaders obtain productivity from followers 

on this theory (Northouse, 2018, p.119). 

 The path-goal theory has not been consistently supported by empirical studies and 

is criticized by not accounting for gender differences in how leadership is enacted. 
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Figure 11 

Major Components of Path-Goal Theory 

 

Source: Northouse (2018, p.123) 

 

Leader-member exchange theory (LMX) 

 Grint (2005, p.133) stated that “it only requires the good follower to do nothing for 

leadership to fail” and that it is the followers who teach leadership to leaders. For Anand, 

Vidyarthi, and Rolnicki (2018, p.489), “leadership is a process of social influence, whose 

effectiveness depends on how close or distant the leaders and the followers are”.  

 As leadership does not happen in a vacuum and the upper echelons theory puts not 

only emphasis on the leader at the top of the organization structure but, more broadly, at the 

management elite, it became relevant to review the leader-member exchange theory. 

  The leader-member exchange theory suggests that leaders develop a different 

exchange relationship with each subordinate, ranging from economical to social (Dansereau, 

Graen, & Haga, 1975; Liden & Maslyn, 1998). Ilies, Nahrgang, and Morgeson (2007) found 

that high LMX relationships are based on mutual trust, liking, and reciprocal influence and they 

have a significant effect on a wide variety of organizational outcomes, such as in-role 

performance and organization citizenship behaviors. 
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 Although obviously the relationship is dyadic, the leader has more power on how 

such relationships will function. The authors contended that stimuli provided by leaders play a 

role in creating widespread beliefs and assumptions, and they highlight the importance of LMX 

particularly where there is high group interdependence to perform tasks and achieve outcomes, 

which is the case in most efforts the CEO will need to undertake for strategy change to happen. 

 A close relationship between leader-member seems to be even more important in 

strategic change situations filled with uncertainties and ambiguities. The proximity supports a 

better understanding of the leader’s cognitive processing, which can enhance the follower’s 

ability to move beyond behavioral mimicry toward more accurate appraisals of situational 

dimensions (Story, Youssef, Luthans, Barbuto, & Bovaird, 2013). 

 Drawing from the leader-member exchange theory, Story et al. (2013) highlighted 

another important aspect pertaining to leadership effectiveness, which is highly applicable to 

CEOs: the fact that many of their relationships are non-face-to-face, long-distance global 

leader-follower exchanges. The study showed that high physical distance and low interaction 

frequency do impact leader-follower relationship quality. Nevertheless, leaders with strong 

psychological capital, described below, are effective in mitigating such effects. This description 

resembles numerous elements supported by the dispositional traits theory. 

 According to Luthans, Avolio, Avey, and Norman (2007), leaders with 

psychological capital are characterized by (i) having confidence (self-efficacy) to take on and 

put in the necessary effort to succeed at challenging tasks, (ii) making a positive attribution 

(optimism) about succeeding now and in the future, (iii) persevering toward goals and, when 

necessary, redirecting paths to goals (hope) in order to succeed, (iv) when beset by problems 

and adversity, sustaining and bouncing back and even beyond (resiliency) to attain successes. 

2.4.3 Emerging approaches 

Transformational leadership 

 Perhaps this is the most relevant approach to leadership for this study. 

Transformational leadership is a process that changes and transforms people. “It is concerned 

with emotions, values, ethics, standards, and long-term goals” (Northouse, 2018, p.163) and is 

about “improving followers’ performance and developing followers to their fullest potential” 

(Northouse, 2018, p.169). 
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 Its inception was the seminal work by Burns (1978), who saw leaders as people 

who tap the motives of followers in order to better reach the goals of both leaders and followers. 

Different from other emergent approaches, a substantial body of research has accumulated on 

transformational leadership in the past 20 years. 

 Burns differentiated leaders as either transactional, which are the ones focused on 

the role of supervision, organization, and group performance, or transformational, describing 

leaders that motivate their followers in a way that they can achieve more than originally 

expected by appealing to higher-level needs, and thus changing the very nature of the group. 

Bass (1985) leverages Burns’ theory, but his views were different from Burn’s insofar as not 

seeing transformational and transactional leadership as representing two opposite sides of a 

continuum. To him, they are separate constructs that are possessed by the best leaders (Judge 

& Piccolo, 2004).  

 Moreover, he put forward four dimensions of transformational leadership: charisma 

or idealized influence, which conveys the degree to which the leader behaves in admirable 

ways; inspirational motivation, or the degree to which the leader articulates a vision that is 

appealing and inspiring to followers; intellectual stimulation, meaning the degree to which the 

leader challenges assumptions, takes risks, and solicits follower’s ideas; and finally, 

individualized consideration, the degree to which the leader attends to each follower’s needs, 

acts as a mentor and listens to the followers’ concerns. 

 The dimensions of transactional leadership are two: contingent reward, or the 

degree to which the leader sets up constructive transactions or exchanges with followers; and 

management by exception, pertaining to the degree to which the leader takes corrective action 

on the basis of results of leader-follower transactions. It may take two forms: active (intervening 

when corrections are possible) and passive (intervening only after results have not been met).  

 Bass (1985) also introduced the important proposition of augmentation effect, 

which stipulated that transformational leadership styles build on the transactional base in 

contributing to the extra effort and performance of followers. Figure 12 from Northouse (2018, 

p.172) depicts such relations. 

 Nevertheless, Ling et al. (2018) studied the dimensions of CEO’s transformational 

leadership in smaller, privately held firms, and concluded that organizational context matters 

for this leadership approach to impact the firm’s performance. 
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Figure 12 

The Additive Effect of Transformational Leadership 

 

Source: Northouse (2016, p.170) 

 Charisma, or idealized influence, has become an approach to leadership by itself. 

Waldman, Ramirez, House, and Puranam (2001) stated that charismatic leadership, in its 

interactions with uncertainty, is the key variable in the prediction of performance. They also 

found that the same leadership style applied in low uncertainty environments may actually be 

dysfunctional by bringing unnecessary changes. 

 Acknowledging that charisma is only one of the four dimensions, but in view of its 

apparent relevance to leaders in high uncertainty environments, it is worth mentioning the four 

personality characteristics of charismatic leaders: (i) being dominant, having a strong desire to 

influence, self-confident, strong sense of one’s own moral values; (ii) strong role model, 

appears to be competent; (iii) they articulate ideological goals and communicate high 

expectations for followers and exhibit confident in followers’ abilities to meet these 

expectations; and (iv) they arouse task-relevant motives in followers (Northouse, 2018).  

 Contrary to the fact that there is substantial evidence that transformational 

leadership is an effective form of leadership, Yukl (1999) in positively relating to follower 
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satisfaction, motivation, and performance across a variety of situations, stated that this approach 

to leadership is not short of criticisms. One of them is its lack of conceptual clarity, which is 

difficult to attain, given its widespread scope. Another criticism is on how the leaders’ behaviors 

are measured and also that it is an elitist approach in the sense that it gives strong emphasis to 

the leader driving the vision and transformation at the expense of the role of the followers.  

Authentic leadership 

 The focus on authenticity in leadership might have been fueled by a perceived crisis 

of values-driven leadership in organizations and society at large, which in turn is leading to an 

increasing focus on positive, more confidence-restoring leadership research. Authentic 

leadership, as the name suggests, is about the authenticity of leaders’ leadership style. This 

approach to leadership is in its formative phase of development, and it is a complex process 

with multiple definitions (Northouse, 2018).  

 Weiss et al. (2018), as cited by Avolio and Gardner (2005, p.319), leveraged the 

work of humanistic psychologists Carl Rogers and Maslow and reasoned that the focus of 

attention of authentic leadership is “on the development of fully functioning, self-actualized 

persons, i.e., individuals who are in tune with their basic nature and clearly and accurately see 

themselves and their lives”. Avolio, Gardner, Walumbwa, Luthans, and May (2004, p.4) 

expanded the definition of authentic leaders by incorporating aspects pertaining to the followers 

and the context: “those who are deeply aware of how they think and behave and are perceived 

by others as being aware of their own and others’ values and moral perspectives, knowledge, 

and strengths; aware of the context in which they operate, and who are confident, hopeful, 

optimistic, resilient, and of high moral character”. 

 Weiss et al. (2018) citing Harter (2002, p.382) defined authentic leader as “one who 

draws on his or her own personal experiences, be it their thoughts, emotions, needs, wants, 

preferences, or beliefs and who acts in accordance with the true self, expressing oneself in ways 

that are consistent with inner thoughts and feelings”. 

 Aiming at adding observable behaviors to the construct of authentic leadership, 

Shamir and Eilam (2005) posited the following four characteristics of authentic leaders: (i) they 

are true to themselves, (ii) they are motivated by personal conviction rather than by personal 

benefits and status, (iii) they lead from their own points of view, and (iv) they lead based on 

their personal values and convictions. 
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 Avolio, Walumbwa, and Weber (2009) stated that authentic leaders are self-aware 

(have personal insights about themselves), have internalized moral perspectives (referring to a 

self-regulatory process whereby individuals use their internal moral standards and values to 

guide their behaviors), have balanced processing (or the ability to analyze information 

objectively and explore other people’s opinions before making a decision), and are able to 

establish relational transparency (by being open and honest in presenting one’s true self to 

others). 

 Not all approaches to leadership are leader centric. Northouse (2018) described 

different approaches to authentic leadership: intrapersonal process (focuses on the leader and 

what goes on within the leader), interpersonal process (outlines authentic leadership as 

relational between leaders and followers), and developmental process (leaders develop 

behaviors from positive psychology qualities such as confidence, hope, optimism, and 

resilience and strong ethics. 

 Authentic leaders not only progress themselves towards self-actualization; the 

central premise is that through increased self-awareness, self-regulation, and positive modeling, 

they foster the development of authenticity in followers (Avolio & Gardner, 2005). 

 And, finally, it is useful to recognize that authenticity exists on a continuum and 

that more authentic people remain true to their core values, identities, preferences, and emotions 

(Avolio et al., 2004). 

Servant leadership 

 Despite the fact that the notion of leaders as servants of their followers has been 

around since at least the writings of Greenleaf (1970), leveraging his experiences for 40 years 

at AT&T, only a small volume of empirical research has appeared in established peer-reviewed 

journals. 

 Greenleaf (1977, p.13-14) described the servant leader “as a servant first […]. It 

begins with the natural feeling that one wants to serve, to serve first. Then conscious choice 

brings one to aspire to lead”. 

 The personal growth of a leader as a servant is based on the premise that to bring 

the best out in their followers, and leaders rely on one-on-one communication to understand the 
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abilities, needs, desires, goals, and potential of those individuals (Liden, Wayne, Zhao, & 

Henderson, 2008). 

 The aspects of leadership ethics and the development of subordinates so that they 

become servant leaders as well are part of the servant leadership literature. “Servant leaders are 

sensitive to the needs of numerous stakeholders, including the larger society, and they 

encourage followers to engage in moral reasoning” (Liden et al., 2008, p.163). 

 Linden et al. (2008) strove to define and validate the dimensions that constitute 

servant leadership and identified the following: provision of emotional healing by displaying 

sensitivity to others’ concerns; creation of value for the community; empowerment by helping 

subordinates grow and succeed; display of ethical behavior; establishment of genuine long-term 

relationships; servanthood, or someone who serves first, even when self-sacrifice is required. 

 Parris and Peachey (2013) also articulated behavioral descriptions of servant 

leaders and put forward that they are distinguished by both their primary motivation to serve 

(what they do) and their self-construction (who they are), and from this conscious choice of 

doing and being, they aspire to lead. 

 Acknowledging that servant leadership as a construct is not necessarily stable and 

well-delineated, which makes it more difficult to study it empirically, studies have shown that 

this approach to leadership leads to positive organizational outcomes. 

 Kiker, Callahan, and Kiker (2019), citing Hoch, Bommer, Dulebohn, and Wu 

(2018), reported that servant leadership explained 13% of the variance in job performance 

beyond that explained by transformational leadership. They also conducted a meta-analytic 

review of the relationships between servant leadership and organization outcomes such as job 

performance, organizational citizenship behavior, job satisfaction, and organizational 

commitment.  

 Their results suggested that servant leadership leads to positive outcomes for 

businesses and individuals. In terms of job performance, the results were stronger in nonprofit 

and less individualistic cultures. Interestingly, they found stronger relationships at the group 

and organization-wide levels of analysis, which suggests that individual servant leaders alone 

will have their impact mediated by the environment. 



105 

 

 Linden et al. (2008) showed results that explained that there is an incremental 

variance in subordinate organizational commitment, community citizenship behavior, and in-

role performance via the presence of servant leadership.   

 Peterson, Walumbwa, Byron, and Myrowitz (2009) studied 126 CEOs in small and 

medium-sized enterprises in the western US technology industry. Their findings were that 

servant leadership positively relates to firm performance as long as CEO narcissism, which is 

negatively correlated with servant leadership, exists together with high CEO’s identification 

with the organization (a heavy mediator) and the presence of the founder. 

Adaptive leadership 

 Next to the transformational approach to leadership, the adaptive approach seems 

to be most interesting to this study. This is because, as the name suggests, “adaptive leadership 

focuses on the adaptation required of people in response to changing environments” 

(Northouse, 2018, p.257). This approach was first introduced by Heifetz (1994), who defined 

it as “the practice of mobilizing people to tackle tough challenges and thrive” (Heifetz, Heifetz, 

Grashow, & Linsky, 2009, p.14). 

 Its theoretical underpinnings are in the formative stages, but they conceptualize “the 

leader as someone who assists people who need to confront tough problems, face difficult 

challenges, providing them with the opportunity to learn new ways of dealing with changes in 

beliefs, attitudes, perceptions, and behaviors” (Northouse, 2018, p. 258). 

 Adaptive leadership is focused on behaviors as opposed to traits, and in doing so, it 

describes that adaptive leaders mobilize, motivate, organize, orient, and focus the attention of 

others (Heifetz & Heifetz, 1994).   

 Northouse (2018) states that adaptive leadership incorporates ideas from different 

perspectives: 

(i) A systems perspective: problems are embedded in complicated interactive 

systems that can evolve and change and are connected to others in a web of 

relationships; 

(ii) A biological perspective: people develop and evolve as a result of their 

innate state and external environment; 
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(iii) A service perspective: the leader’s expertise or authority is there to serve the 

people by diagnosing their problems and helping them find solutions; 

(iv) An orientation perspective: adaptive leaders help followers orient their 

attention to address and resolve central changes to their lives; 

(v) A psychotherapy perspective: the leader understands that people need a 

supportive environment that helps them face a problem directly. 

 Heifetz and Heifetz (1994) and Heifetz and Laurie (1997) described six leader 

behaviors that are pivotal in the process of adaptive leadership: get on the balcony, or stepping 

out of the fray and finding perspective amid a challenging situation; identify adaptive 

challenges, by analyzing and diagnosing these challenges; regulate distress or take measures 

to keep stress at productive levels, for instance, by providing direction, protection, orientation, 

managing conflicts; maintain disciplined attention: people naturally do not want to confront 

change, and there are many distractions; give the work back to people by finding the balance 

between being attentive and letting people do the work they are supposed to do; protect 

leadership voices from below, which is about caring to listen and being open to the ideas of 

people who may be at the fringe.  

 As most organizations declare that they face imperative change, this approach to 

leadership is potentially useful, but despite the fact that its conceptual framework has existed 

for more than 20 years, very little empirical research has been conducted to measure its 

effectiveness in relation to performance. 

Most essential insights to answer the research question 

 Leadership is impacted by the CEO’s dynamic managerial capabilities, not the other 

way around. On the other hand, cognition, human capital, and social capital only scratch the 

surface in explaining why a leader leads in the way he or she does. There is an important 

distinction to be drawn between leadership behavior and leadership effectiveness. 

 There are several dispositional traits and learned behaviors at play, both related to 

the leader but also to the follower individually and to followers as a group. The relationship 

rather than the individual as a distinct unit of analysis is also important, given that leadership is 

essentially a process where mutual influence is shaped by the series of interactions over time.  
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 As to micro-foundations related to leadership, intelligence and cognition have been 

studied theoretically and empirically with findings suggesting that they do make a difference, 

particularly for complex jobs, not only in terms of effectiveness directly but also in terms of 

enabling legitimacy among followers. A leader’s self-efficacy is also viewed as critical for the 

prediction of performance among leaders. Findings are inconclusive related to the effectiveness 

of leadership behaviors put forward by the big-five traits proposition (extraversion, 

agreeableness, emotional stability, conscientiousness, and openness to experience).  

 Moreover, both the context and the pursuit of common goals matter too. The context 

matters in terms of the suitability of the leader and follower(s) chosen behavioral schema across 

situations, and also because different contexts will create different individual needs and enact 

dispositional states that fluctuate around the CEO’s dispositional traits. The context will also 

influence the semi-conscious decision of which elements of his or her cognition, social capital, 

and human capital will be utilized. 

 Common goals draw from the individual motivational need for achievement. It also 

helps to enhance the task relevance, particularly when leaders are able to communicate high 

expectations for followers in an inspirational way (Northouse, 2018). Moreover, in high-

velocity environments where there is more ambiguity, the relation between leaders and 

followers helps clarify which paths are more likely to lead to outcomes. Having to lead through 

situations in which there are transactional and transformational goals and tasks seems to be key 

for the attainment of performance beyond expectations.  

 Lastly, despite the proliferation of approaches to leadership, it became clear that 

one should not be distracted by their differences, as the different approaches are not entirely 

mutually exclusive. For instance, servant leadership resembles idealized influence and 

intellectual stimulation of transformational leadership (Linden et al., 2008). Servant leadership 

puts a strong emphasis on genuine and authentic relationships with subordinates individually, 

which is similar to the leader-member exchange approach. Transformational leadership 

overlaps with charismatic leadership, and servant leadership bases one of its foundations on 

ethical leadership. 

2.5 Drivers of Human Behavior 

 Considering their relevance in explaining why humans behave the way we do, 

attention and emotions, and human motivation are reviewed next. Lastly, Bandura’s (1986) 
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social cognitive theory will be covered as it certainly provides additional explanations for 

drivers of human behavior.  

2.5.1 Attention and Emotions 

 The attention-based view (ABV) of strategy presented by Ocasio (1997) was set 

forth to help explain firms’ strategic decision making and adaptation. It defined a firm’s strategy 

as “the pattern of organization attention, the distinct focus of time and effort by the firm on a 

set of issues (problems, opportunities, and threats) and a particular set of action alternatives 

(skills, routines, programs, projects, and procedures)” (Ocasio, 1997, p.188). 

  For the ABV, attention is “the noticing, encoding, interpreting, and focusing on 

time and effort on the repertoire of issues and action alternatives facing the organization” 

(Ocasio, 1997, p.189).  

 This perspective drew from individual, situational, and organizational levels of 

analysis for its principles of how firms distribute and regulate the attention of its decision-

makers. Individuals will be selective in the issues and answers they attend to at any one time; 

their attention is situated, meaning that what decision-makers focus on and what they do depend 

on the specific contexts they are located in. Additionally, the context in which decision-makers 

take part, and how they attend to it, depends on how the organization distributes and controls 

the allocation of issues, answers, and decision authority within the firm.  

  The original theory was extended to incorporate the role and centrality of 

communication channels as a means to distribute organizational attention and to formulate and 

implement the firm’s strategy (Ocasio, Laamanen, & Vaara, 2018) in an attempt to better 

account for forming and implementing non-incremental strategic changes. 

 ABV adopts a multi-level approach, but of interest to the CEO leading strategic 

changes, it assigns a key role to management in influencing the organization’s attentional 

engagement, defined as “the process of intentional, sustained allocation of cognitive resources 

to guide problem-solving, planning, sense making, and decision making” (Ocasio et al., 2018, 

p.161).  

 There is an acknowledgement of political dynamics between middle and senior 

managers (Vuori & Huy, 2016) that might regulate communications as well as middle 
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management regulation on communications to the employees by buying in and selling issues 

and ideas. 

 According to Shepherd, Mcmullen, and Ocasio (2017), for strategic actions to take 

place, opportunity beliefs are shaped by top managers’ attention allocation, knowledge 

structures, and cognitive modes independently of whether other parts of the organization have 

noticed similar changes in the firm’s environment and evaluate the situation differently. They 

cautioned that there is limited understanding of how top management attention identifies and 

evaluates discontinuous change, and they stated that sustained attention (as opposed to 

transient) is necessary for strategic action to occur, given that managerial immersion or mindful 

engagement with the situation or task at hand demands top managers to invest much of their 

emotional, cognitive, and physical resources to the present environment. 

 Attention seems to be important not only to select what is going to consume the 

managerial services available in the firm. For Eggers and Kaplan (2013), attention also 

compensates for gaps in organization capabilities. In their view, when firms lack the needed 

capabilities, but managers are attuned to the threat or opportunity, the cognitive framing can 

compensate for missing capabilities. 

 Nadkarni and Barr (2008) stated that attention refers to the degree to which top 

managers’ subjective representations of their external environment are dominated by concepts 

related to one (or more) domain over others. Considering the information overabundance in the 

environment, strategic leaders make judgments on what to focus on and what to ignore. 

Attention becomes a filter through which top managers identify and prioritize issues. The 

authors indicated that more management attention tends to be given to the environmental 

stimuli that are considered unusual, differ from expectations, or are perceived as relevant for 

goals and performance. In the same study, which was focused on the speed in which the firm 

responds in high-velocity industries, Nadkarni and Barr (2008) defined the causal logics 

depicted in Figure 13.  

 In their view, management holds cause-effect beliefs pertaining to the various 

environmental and strategy concepts together. Such causal logic frames strategic issues and 

affects how they are interpreted and what strategic actions are taken.  
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Figure 13 

Attention and Causal Logics impact on Strategic Response in High-Velocity Industries 

 

Source: Nadkarni and Barr (2008, p.1397) 

 Attention is influenced by human interests and emotions. Both constructs interact 

with each other and account for selective attention, which in turn influences all other mental 

processes (Izard, 2009). For the author, emotions are also very powerful influencers of human 

behavior and constitute the primary motivational component of mental operations and overt 

behavior, and they play a critical role in the evolution of consciousness and the operations of 

all mental processes. 

 Elfenbein (2007, p.315) defined emotion as a process that ‘‘begins with a focal 

individual who is exposed to an eliciting stimulus, registers the stimulus for its meaning, and 

experiences a feeling state and physiological changes, with downstream consequences for 

attitudes, behaviors, and cognition, as well as facial expressions and other emotionally 

expressive cues’’. For the author, actions derived from emotions have a target, which is the 

trigger that caused them in the first place. This information is relevant for management because 

knowing the target of the emotion helps understand its possible influences on behavior, and by 

knowing which action is expected of individuals, management through emotional sense giving 
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might be able to influence the sense making of others toward a preferred definition of 

organizational reality, which seems to be an essential part of organizational change processes. 

 Emotions influence people’s choices and behaviors. They also influence social 

processes in substantial ways and can significantly influence organization members’ thinking 

and behaviors related to strategy implementation, not only individually but as groups, since 

individuals share their emotions socially (Vuori & Huy, 2016). 

  Izard (2009) set forth seven principles that apply to emotion feelings: 

(i) Emotion feeling derives from evolution and neurobiological development, 

is the key psychological component of emotions and consciousness, and is 

more often inherently adaptive than maladaptive; 

(ii) Emotions play a central role in the evolution of consciousness, influence the 

emergence of higher levels of awareness, and largely determine the contents 

and focus of consciousness throughout the life span; 

(iii) Emotions are motivational and informational, primarily by their experiential 

or feeling component; 

(iv) Basic emotional feelings help organize and motivate rapid actions necessary 

to cope with immediate challenges to survival or wellbeing. Emotion 

schemas, the neural systems and mental processes involved in feelings, 

perception, and cognition interact continually and dynamically in generating 

and monitoring thought and action; 

(v) Emotion utilization is adaptive thought or action that stems, in part, directly 

from the experience of emotion feeling/motivation and in part from learned 

cognitive, social, and behavioral skills; 

(vi) Emotion schemas can become maladaptive when learning results in the 

development of connections among emotion feelings and maladaptive 

cognition and action; 

(vii) The emotion of interest is continually present in the ordinary mind under 

normal circumstances, and it is the central motivation for engagement in 

creative and constructive endeavors and the sense of wellbeing. 

 Emotions can be divided into two broad kinds: basic emotion episodes and dynamic 

emotion-cognition interactions or emotion schemas. Basic emotions refer to affective processes 
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generated by evolutionary old brain systems upon the sensing of an ecologically valid stimulus. 

They may be positive such as interest and joy, or negative such as sadness, anger, disgust, fear. 

They have a varied level of intensity and usually last a brief period. 

 An emotion schema is an emotion interacting dynamically with perceptual and 

cognitive processes to influence mind and behavior. They are often elicited by appraisal 

processes but also by images, memories, and thoughts, and various non-cognitive processes 

such as changes in neurotransmitters and periodic changes in levels of hormones (Izard, 1993). 

 The cognitive aspects of emotion schemas are influenced by individual differences, 

learning, and social and cultural context. Positive and negative schemas may be either brief or 

continue over an indefinitely long course of time. This is because their continually interacting 

cognitive component provides a means to regulate and utilize them. 

 Emotion schemas and dispositional personality traits do relate. Repetitive, 

frequently recurring emotion schemas may become more stable as emotion traits or as 

motivational components of personality traits (Izard, 1993). This notion may be of use for 

leaders implementing strategic change.  

 Emotional sense giving processes (Vuori & Huy, 2013) are comprised of a repeated 

sequence of three main steps: the provocation of emotional arousal through communication; 

cognitive framing of the situation in ways that relate to the emotional arousal caused previously; 

and suggestions on concrete future actions and behaviors. Similarly to Ocasio’s enhanced view 

of ABV, the emotion theory assigns to communication and language remarkable gains in 

linking words to discrete emotional expressions and feelings. 

 Not only emotion schemas may become stable emotional traits. We also transition 

from basic emotions to emotion schemas themselves, which happens through learning and 

experience, and the transition from emotion to consciousness is influenced by the intensity of 

neurobiological activity involved. Low-intensity emotional feelings would not draw the same 

attention of high-intensity ones (Izard, 2009). 

  Insightful for this research, Huy and Zott (2019) explored the relationship between 

managers’ emotion regulation behaviors and their ability to mobilize the resources of their firms 

as an additional underpinning of dynamic managerial capabilities. Huy and Zott (2019, p.29) 

defined emotion regulations as the “actions and behaviors aimed at maintaining or modifying 
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emotional states”. They were interested in understanding how managers involved in strategic 

change actively regulate emotions – their own and others’ – and whether these represent an 

important psychological underpinning of dynamic managerial capabilities.   

2.5.2 Human motivation 

 “What makes humans do what we do” is certainly an ongoing question in several 

fields of study. We can observe behaviors, we can ask individuals to explain their thought 

processes, but uncovering the deepest, conscious and unconscious root causes of what drives 

human beings individually as well as in group settings is not a small undertaking, to say the 

least. 

 A motive is “what prompts a person to act in a certain way or, or at least develop an 

inclination for specific behavior”, which is a definition put forward by Kast and Rosenzweig 

(1985, p.296). Motivation was defined by Yorks (1976, p.21) as “those forces within an 

individual that push or propel him [or her] to satisfy basic needs or wants”.  

 For Dessler and Phillips (1980), the level of needs will determine what rewards will 

satisfy an employee. They stated that most psychologists believe that all motivation is 

ultimately derived from a tension that results when one or more of our important needs are 

unsatisfied. For Pardee (1990), there are at least three qualities included in most definitions of 

motivation: it is presumed to be an internal force, which energizes for action, and determines 

the direction of action. 

 Pardee (1990), in summarizing his view on what might explain why some people 

are motivated to work, while others are not, concluded that (i) the motivation to work varies 

widely in people, (ii) we have seen a significant change on employee’s attitudes toward work 

in the past decades indicating that context matters, and (iii) many will see a decline in 

motivation to work if government social support programs increase. This seems to suggest – 

based on his citation of Rogers and Levey (1987) – that in essence, his view is that if given a 

choice, the workforce’s goal is to receive more pay and do less work as opposed to striving for 

superior performance.  

 Motivation is yet to be directly reviewed as a construct in dynamic managerial 

capabilities studies as a potential underpinning. Nevertheless, similarly to leadership, it is one 
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of the most studied elements in applied psychology, and it certainly interacts with an 

individual’s dispositional traits and influences the behavior of CEOs. 

 Logic and rationality to move away from pain and to seek pleasure, instincts, 

dispositional traits, drive, and reinforcement, which were the foundation for the reinforcement 

theory in the 1920s, were some of the constructs studied (Steers, Mowday, & Shapiro, 2004). 

 In what followed, motivation research developed a myriad of theories, the most 

popular ones among scholars and management being needs-based: 

(i) Herzberg (1969) presented the two-factor or motivation-hygiene theory that 

states that there are certain factors in the workplace that cause job 

satisfaction called motivating factors, while a separate set of factors cause 

dissatisfaction, called hygiene factors, all of which act independently of 

each other; there are three primary psychological states that affect worker 

satisfaction: experience meaningfulness of the work itself, experience 

responsibility for the work and its outcomes, and performance feedback; 

(ii) Maslow (1943) devised the needs hierarchy system, which involves five 

categories of motives arranged with lower-level needs that must be satisfied 

first on the bottom. The hierarchy is the following: physiological needs 

(breathing, drinking, eating, staying warm), safety needs (personal mental 

and physical safety), love and belonging needs (finding a partner, 

establishing relationships, building a community), esteem needs (finding a 

status/reputation in the community), self-actualization needs (unleashing 

the creative power inside). Emergence of new needs happens gradually, and 

not only after the prior has been gratified 100%. Moreover, they are not the 

only motivation or determinant of behaviors: “behavior is motivated by a 

set of conscious and unconscious needs as well as sociocultural context” 

(Maslow, 1943, p.370). The needs monopolize consciousness; 

(iii) Alderfer (1972) basically condensed Maslow’s five human needs into three 

– existence, relatedness, and growth – and introduced the frustration-

regression principle by which unfulfilled higher-level needs may lead 

individuals to regress to lower level needs that are easier to fulfill;  

(iv) McClelland (1987) proposed that a strong need in a person will motivate 

him or her to use behavior, which leads to the satisfaction of the need. 
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Interestingly, the main theme of his theory is that needs are learned through 

coping with one’s environment (as opposed to being innate). Hence, 

behavior that is rewarded tends to reoccur at a higher frequency. There are 

basically three main needs. There is a need for achievement, which involves 

the desire to master objects, ideas, and other people independently, and to 

increase one’s self-esteem through the exercise of one’s talent (Pardee, 

1990). Need for power, which best describes individuals who strive to 

impact, influence, and control others. They are motivated by being in charge 

and holding status-oriented positions. They enjoy competing and do well 

with goal-oriented tasks. Finally, need of affiliation, who seek harmonious 

relationships with others and have a desire to feel accepted. They tend to 

conform to group norms and have a strong desire to gain approval from 

others; 

(v) MacGregor (1960) introduced theory Y, in response to the prevalent view 

of management’s task in leveraging human energy to organizational 

requirements. He did not agree that the responsibility to organize the 

elements for productivity had to lay within management, and he also 

disagreed with the notion that people need to be directed, controlled, 

persuaded, rewarded, punished to be motivated, and not be passive. His 

theory Y postulates that people can be basically self-directed and creative 

at work if properly motivated. He agreed with the role of management in 

organizing the productive elements but disagreed that people are by nature 

passive to organizational needs. If they behave in such a way, it is a result 

of the experience in organizations. Motivation by leaders then becomes a 

process primarily of creating opportunities, removing obstacles, providing 

guidance for people to achieve their own goals by directing their own efforts. 

 Vroom’s (1964) expectancy-valence theory of motivation, which heavily 

influences modern thinking on motivation, moved away from a strong emphasis on unmet needs 

as motivators and positioned motivation as a process with governing choices made by persons 

or lower organisms among alternative forms of voluntary actions.  

 Individuals have choices, and they will pick one in view of what they perceive will 

yield the best outcome, and motivation equals expectancy multiplied by instrumentality and 
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valence. Expectancy is the expectation that a given effort will lead to a specific outcome; 

instrumentality is the perception that a given outcome will lead to a specific reward; valence it 

is the perception of anticipated satisfaction for attaining a reward. Motivation is zero if any of 

the items is absent. The model provides a process of cognitive variables that is based on four 

assumptions:  

(i) People join organizations with expectations, based on their needs but also 

past experiences; 

(ii) Individuals’ behavior is a result of conscious choice; 

(iii) People want different things from the organization; 

(iv) People will choose among alternatives so as to optimize benefits for 

themselves. 

 Research on Vroom’s (1964) expectancy-valence theory is substantial. Its 

managerial applications suggest that leaders should try to increase the belief that employees are 

capable of performing successfully, strengthen the belief that good performance leads to 

rewards, and make sure that people are rewarded with artifacts that matter to them.  

 The main criticism of the theory is the simplicity of the model (Lloyd & Mertens, 

2018). Vroom’s expectancy-valence theory was expanded by Porter and Lawler (1968) to 

account for personal abilities and skills to include the relationship between satisfaction and 

performance and the influence of past experiences on expectancy. They also proposed a 

distinction in work motivation between intrinsic, which involves people doing an activity 

because they find it interesting and obtain satisfaction from the activity itself, and extrinsic, 

which in contrast requires tangible or intangible rewards for action and indicates that the 

satisfaction comes from the extrinsic consequences to which the activity leads.  

 Most theories focus on solitary factors as contributors to motivation. There is 

limited discussion on social context, which is a new variable to Vroom’s model proposed by 

Lloyd and Mertens (2018). The authors continue to support that motivation is a product of 

expectancy, instrumentality, and valence. However, motivation works interactively and affects 

the predispositions of other workers in the workplace. 

 In closing, considering the perceived nature of the CEO job requirements being 

strongly goal-oriented, a brief mention of the achievement goal theory seems pertinent. 
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 According to the achievement goal theory, first introduced by Locke (1968, 1999, 

2009), individuals strive to be competent in their effortful activities. Its theorists commonly 

identify two distinct orientations toward competence: a performance goal focused on the 

demonstration of competence relevant to others, and a mastery goal, focused on the 

development of competence and task mastery (Elliott & Church, 1997).  

 For Locke (1968), the basic premise is that an individual’s conscious goals regulate 

his or her actions, and high achievement orientation leads to specific hard goals to produce a 

higher level of performance (output) than easy goals.  

2.5.3 Social cognition theory 

 Bandura (1986) proposed the social cognition theory with the intent of explaining 

human psychosocial functioning, which suggests the way humans function is a consequence of 

behavior, cognition, other personal factors, and the external environment in reciprocal 

causation. People are both products and producers of the environment, and such bidirectional 

influences don’t happen concurrently nor at the same intensity, as it takes time for a causal 

factor to exert its influence and to activate reciprocal influences.  

 Notwithstanding the fact that such theory heavily relies on Albert Bandura’s own 

theoretical propositions and is an extension of the social learning theory, put forward by 

himself, this view offers a detailed process description of how all the micro-foundations of the 

CEO’s psychosocial functioning reciprocate with elements external to the individual, such as 

relationships in general, the firm’s resources, the external environment, to name a few of them. 

 Wood and Bandura (1989) set forth three aspects of the theory that are most relevant 

to organizational management:  

(i) Mastery modeling: people don’t learn only by their own direct experiences. 

Expanding their knowledge and skills via observing modeling influences is 

a key element of cognitive development; 

(ii) Cultivation of people’s beliefs in their capabilities, or self-efficacy, defined 

as “people’s beliefs in their capabilities to mobilize the motivation, 

cognitive resources, and courses of action needed to exercise control over 

events in their lives” (Bandura, 1989, p.364);   
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(iii) Enhancement of people’s motivation through goal systems. The theory 

assumes that people seek self-satisfaction from fulfilling valued goals and 

by the discontent with substandard performance. 

 In turn, mastery modeling is governed by four different processes: attentional 

processes that determine people’s select observation and the information they retain from it; 

representational process, or the active process of transforming and restructuring information in 

memory codes and mentally rehearse the coded information, which aids knowledge retention 

tremendously; behavioral production processes, by which actions are enacted and people 

compare their adequacy against their conceptual models. The richer the repertoire of subskills 

that people possess, the easier it is to integrate these skills in the production of new behavior 

patterns; and motivational process, in which there is a distinction between knowledge 

acquisition and performance as people don’t do everything they learn. 

 Some of the mastery modeling components are similar to underpinnings or micro-

foundations already reviewed. For example, attentional and representational processes are 

obviously intimately related to managerial cognition. They are therefore aligned with 

propositions from the attention-based view of strategy and the dynamic managerial capabilities 

concept. Additionally, the behavioral production process relates at least partially with 

managerial human capital in the sense that a broader repertoire of education, experiences, and 

skills seems to help individuals to integrate them as part of developing new behavioral patterns 

cognitively.  

 On the contrary, the notions of self-efficacy and a goal system that enhances 

motivation are lacking in the dynamic managerial capabilities model and hence offer an 

opportunity for expansion. They are reviewed in what follows. 

 For Bandura (1986, 1989), the performance of observationally learned behavior is 

influenced by three incentive motivators: direct, vicarious, and self-produced. 

 People are motivated by the success of others who are similar to themselves, but 

they are discouraged from pursuing behaviors that have not led to success or have caused 

adverse consequences. Personal standards of conduct provide a further source of motivation 

because self-evaluations that people generate about their own behavior regulate which activities 

they are more likely to pursue. Learning from others does not mean a process of behavioral 

mimicry; subskills must be improvised to suit changing circumstances. 
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 People must experience sufficient success when using what they have learned in 

order to believe in themselves and the value of new ways. On the reverse, “excessive” success 

might lead people to repeat old formulas if they don’t go through the learning cycle of acquiring 

new skills and competencies.  

 Bandura (1989, p.364) strongly emphasized self-efficacy, which concerns “the 

beliefs in people’s capabilities to mobilize the motivation, cognitive resources, and course of 

action needed to exercise control over events in their lives”. To illustrate one of the ways in 

which self-efficacy impacts human behavior in practice, the stronger the people’s self-beliefs 

of efficacy, the more career options they consider to be possible, which results in them being 

better prepared for different pursuits. 

 Self-efficacy beliefs are instilled and strengthened in four principal ways, mastery 

experiences being the most effective way. Put simply, people must experience overcoming 

obstacles through perseverant effort to develop self-efficacy.  

 The second way is through modeling or having the opportunity to observe effective 

strategies of others managing different situations. This triggers a social comparison process, as 

people partly judge their capabilities in comparison with others. Social persuasion is the third 

way to become more self-efficient. If people receive realistic encouragement from others, they 

will be more likely to exert more significant effort and be less troubled by self-doubts. The last 

and fourth way is for people to enhance their physical status and to reduce their stress level. 

 Notably, self-efficacy is a central element of the social cognition theory. It also 

determines the individual’s level of motivation, which in turn is reflected in how much effort 

they will exert and how long they will persevere (Bandura, 1989). People seek satisfaction from 

fulfilling valued goals, and they are motivated by discontent with substandard performance. 

This is because perceived gaps between performance and internal standards create an 

incongruity that leads people to action. If self-efficacy is present, after people attain the 

standards they have been pursuing, they generally seek new higher standards for themselves. 

 Similarly to Locke (1968, 1999, 2009), Bandura (1989) posited that goals provide 

a sense of purpose and sustain the level of effort needed to reach them. They are regulators of 

motivation if shaped like a set of long-range goals that indicate the course combined with a 

series of attainable sub-goals that guide and sustain the efforts in the near future. 
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 Bandura (1986) not only put forward a theoretical framework of human action; he 

also studied the managerial environment more specifically. He saw the managerial decision 

environment similar to the strategy scholars: such environment consists of a dynamic flow of 

varied info and resources from different sources, in which feedback concerning the 

effectiveness of decisions is often delayed, multidimensional, and tainted by biases. 

 Bandura (1986) listed three main factors affecting management of organization 

performance: (i) managerial capability, which is related to management cognitive ability, (ii) 

organizational controllability, or management belief on how changeable or how controllable 

the environment is coupled with the personal efficacy needed to effect change through the 

enlistment of effort and creative use of capabilities and resources, and (iii) organizational 

complexity varies, and in doing so it impacts the managerial judgment required. The number of 

relevant factors and information available, the number of judgments that must be made, and the 

extent of trade-offs among them all increase complexity. So does the stability of different 

predictive factors in the probabilistic environment. This element seems similar to the job 

demands of the upper echelons theory. 

 These three factors affect the performance of management for a few reasons that 

are relevant for the dynamic managerial capabilities framework: increased information-

processing demands require greater cognitive resources; if people approach situations as largely 

uncontrollable, they are likely to exercise their efficacy weakly and abortively; challenging 

goals are effective performance-enhancing in low complexity organizations, but they have no 

effect when the managerial demands were more complex.  

 There are additional relevant insights from Bandura’s social cognitive theory that 

should be helpful to uncover either new micro-foundations of the CEO’s managerial capabilities 

or the process by which the already know micro-foundations operate: 

(i) Consciousness is key to a functional life. It involves purposive accessing 

and deliberately processing of info for selecting, constructing, regulating, 

and evaluating courses of action (Bandura, 2002); 

(ii) Experiences: people are agents of their experiences, not merely undergoers 

of experiences. These experiences are heavily dependent on the types of 

social and physical environments people select and construct (Bandura, 

2002); 
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(iii) Human functioning is socially interdependent, richly contextualized, and 

conditionally orchestrated within the dynamics of various societal 

subsystems and their complex interplay (Bandura, 2002); 

(iv) Human behavior is extensively motivated and regulated by the ongoing 

exercise of self-efficacy (Bandura, 1986, 1989); 

(v) Human nature is characterized by a vast potentiality that can be fashioned 

by direct and vicarious experiences into a variety of forms within biological 

limits (Bandura, 2002); 

(vi) Biology provides potentialities and sets constraints, but in most spheres of 

function, it permits a broad range of cultural possibilities (Bandura, 2002); 

(vii) The human function has core features (Bandura, 2002): intentionality, 

which is a representation of a future course of action to be performed; 

forethought, by which people set goals for themselves, anticipate the likely 

consequences of prospective actions, and select and create courses of 

actions likely to produce desired outcomes and avoid detrimental ones; self-

reactiveness, involves the ability to make choices and action plans but also 

to give shape to appropriate courses of action and to motivate and regulate 

their execution; self-reflectiveness: people are not only agents of action but 

self-examiners of their own functioning, which the author called a 

“metacognitive capability”.   

2.6 High-level summary of literature review 

 In striving to uncover the elements of the CEOs’ impact in effectuating strategic 

changes, this research spanned across the fascinating domains of applied psychology, 

organizational behavior, and strategic management. Incompleteness and oversimplification are 

certain in any attempt to summarize the learnings gained from the literature review conducted 

for the purpose of this study. Nonetheless, aiming to aid the reader, a summary of the most key 

aspects of the research question is presented next. 

 Organizational ecologists pose that firms cannot change, and therefore are more 

likely to be selected than to adapt (Hannan & Freeman, 1977); contrarily, proponents of the 

institutional perspective posit that a firm’s strategy, structure, processes, and performance are 

greatly influenced by powerful human agendas (DiMaggio & Powell, 1983). 
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 There should be an acknowledgment that conclusions around such debate vary 

according to whether one’s view in terms of the level of analysis (society and populations or 

individual firms), their epistemological position (determinism versus voluntarism), and the 

research method and data sets. 

 This study is based on the strategic choice view, in which firms can change and do 

so by the orchestration of individuals and relationships in service of the strategic decisions made 

predominantly by their powerful actors (Astley & Van de Ven, 2005). Under this view, 

idiosyncratic elements of individual firms are seeing as the most relevant component of 

performance variance among firms, without ignoring that industry represents the second largest 

component in explaining such variance (Brito & Vasconcelos, 2004). 

 The dynamic capabilities framework describes, at the organizational level, the role 

such capabilities perform in altering the firm’s resource base to adapt to and exploit the 

environment and position the construct as a key dimension of firm’s performance heterogeneity 

(Teece et al., 1997; Eisenhardt & Martin, 2000).  

 They require strategic changes, which are likely the main mechanism via which 

CEOs impact firm’s performance and are defined by Helfat et al. (2007, p.1) as “the firm’s 

mandate to adapt to and exploit changes in their business environment, while seeking 

opportunities to create change through technological, organizational, or strategic innovation”. 

 Dynamic capability scholars have recognized the importance of top management’s 

skills around sensing, seizing, and transforming as requisites to sustain dynamic capabilities 

(Teece, 2012). Salvato and Vassolo (2018) stated that in isolation, individual micro-foundations 

cannot be considered capabilities and that, without productive dialogue, the combined effect of 

cognition, behaviors, and emotions won’t yield the dynamism required for firms to adapt. 

Kurtmollaiev (2020) went as far as to position the construct at the individual level of analysis. 

 Proponents of the upper echelons theory will concur with the importance of 

understanding the top management if one wants to understand the firm’s actions and 

performance (Hambrick, 2007). This is because Hambrick and Mason (1984) argued that 

organizational outcomes could be partially predicted from managerial backgrounds, both in 

terms of either psychological (cognitive base and values) or observable (age, functional tracks, 

career experiences, education, socioeconomic roots, financial position, group characteristics).  
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 Despite the fact that many, if not most, of the strategic decisions and actions 

required for a firm to transform happen in team settings, the top management team behavior is 

reflexive of the CEO leadership style, his or her role is disproportionally more powerful and, 

the CEO is the ultimate decision-maker in terms of the team composition as well (Jones & 

Cannella, 2012). 

 Not only the CEO has positional power, Quigley and Hambrick (2015) posited that 

the CEO actual effect on firms performance has increased over the past decades in the US, 

whereas the industry effects have decreased, and that such outcome is effectuated via strategic 

changes and decisions, organizational design choices, and leadership behaviors but not much is 

known about how this effect actually takes place. 

 The CEO alone matters but the effects of his or her psychological and observable 

attributes are moderated by their job demands (not all CEO jobs are created equal in terms of 

uncertainty and velocity) and their managerial discretion (degrees of freedom on decision 

making varies among CEOs, influenced by contextual aspects such as personal power and 

interaction with the board of directors). Moreover, the proper CEO-job match seems to be a 

stronger predictor of success than the CEO attributes by themselves (Jovanovic, 1979). 

 In summary, in order to achieve evolutionary fitness, firms rely on their dynamic 

capabilities, which alter their resource base primarily via strategic changes. The top 

management of the firm, the CEO in particular, plays a crucial role in the extent to which firms 

can sense and seize opportunities, transform the resource base accordingly, and is ultimately 

achieve superior performance. Hence, this is a multi-level phenomenon that enables the 

interplay between the CEO, strategic changes that timely and adequately alter the firm’s 

resource base, and the firm performance. 

 Starting from a foundational individual-level construct, dynamic managerial 

capabilities, defined as “the capabilities with which managers build, integrate, and reconfigure 

organizational resources and competences” (Adner & Helfat, 2003, p.1012) are one of the 

mechanisms by which strategic managers alter the firm’s resource base. 

 Dynamic managerial capabilities are comprised of three intertwined elements: (i) 

managerial human capital (skills and abilities acquired from education, experience, training, 

and learning in general), (ii) managerial social capital (the goodwill derived from relationships, 

both formal and informal, that confers influence, control and power and are used to obtain 
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resources and information), and (iii) management cognition (belief systems and mental models 

utilized for decision-making) (Adner & Helfat, 2003).  

 Helfat and Peteraf (2015) coined the term managerial cognitive capabilities to 

indicate that among the three underpinnings of the dynamic managerial capabilities model, 

managerial cognition plays a more fundamental role. 

 More recently, scholars have contested some of the propositions related to dynamic 

managerial capabilities. Salvato and Vassolo (2018) and Kurtmollaiev (2020) posited that 

dynamic managerial capabilities actually apply to all employees in the organization.  Moreover, 

Vergne and Depeyre (2016) argued that dynamic capabilities and management superior 

cognition and attention don’t need to be present for firms to adapt in reaction to a crisis, which 

might be due to the fact that their underpinnings also apply to the ordinary capabilities of the 

firm. This might be explained by Burke and Litwin’s (1992) model of organizational 

performance and change, by which leadership impacts several systemic elements of the firm’s 

set up, not only related to strategic change.   

 Furthermore and based on the literature review on what drives humans to actions, 

the underpinnings of the dynamic managerial capabilities seem to need expansion if they are to 

become the main construct that relates the strategic leader to the firm’s dynamic capabilities.  

 At the individual level, the CEOs’ behaviors have micro-foundations that are 

partially sub-conscious and conscious. They can be proxies such as age and tenure (Hambrick, 

2007) but also intelligence (Judge, 2004), dispositional traits and innate abilities (Wally & 

Baum, 1994; Cobertt, Neck, & Laverty, 2011; Beck & Wiersema, 2013), personality states 

(Fleeson & Jayawickreme, 2015), learned behaviors or habits (Beck & Wiersema, 2013; 

Salvato & Vassolo, 2018), self-belief or self-efficacy (Bandura, 1994) as well as motivational 

needs (Maslow, 1943; MacGregor, 1960; Vroom, 1964; Locke, 1968; Herzberg, 1969; Russell, 

1971; Alderfer, 1972; Yorks, 1976; McClelland, 1976; Pardee, 1990; Elliott & Church, 1997; 

Lloyd & Mertens; 2018), and emotion schemas (Izard, 1993, 2009; Elfenbein, 2007; Vuori & 

Huy, 2016), and attention (Ocasio, 1997; Ocasio et al., 2018). 

 The elements above don’t take importance away from the managerial cognition put 

forward by Adner and Helfat (2003) by any means. It continues to be extremely important, 

given that the work of strategic leaders is mentally intensive, particularly in high-velocity and 

ambiguity environments. The managerial human capital, another underpinning proposed by 
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Adner and Helfat (2003), also remains relevant. Moreover, the fact that they are described as 

individual items does not mean that they are not interrelated and influence each other, which 

was posited by Adner and Helfat (2003) when dynamic managerial capabilities were coined. 

Contextual ambidexterity (Gibson & Birkinshaw, 2004) makes such interaction a requirement 

so that the strategic leader is capable of being effective in environments where both abilities to 

explore and exploit must be present at the same time. Lastly, it does not hold true that more of 

a certain micro-foundations is always better (Correa et al., 2018). 

 In closing the individual level of analysis, the extent to which the adequate presence 

of these characteristics actually leads to effectiveness has also been studied. Wang et al. (2016) 

found a broad set of constructs on whether CEOs matter to firm strategic actions and 

performance: CEO characteristics (age, tenure as CEO, education, career experiences) and CEO 

personality (positive self-regard, confidence, optimism, decisiveness, locus of control, charism, 

need for achievement, low humility, low emotionality, extraversion, and consciousness).  

 Transitioning to the next level of analysis, relationships (old and new) are critical 

in terms of the impact CEOs can potentially have on the firm’s performance via strategic 

change. They pertain to direct reports in the top management team, or a subset of them called 

the inner circle, comprised of directors in the board or individuals in the CEO’s social network 

in the company and outside. Such relationships can be longstanding or new and need to be 

continually formed and deepened, once it is their breadth but also their diversity and density 

that will determine whether they exert a positive impact on the strategic change (Stajkovic et 

al., 2012). The relational construct seems similar to what Salvato and Vassolo (2018) called the 

interpersonal (meso) level. It could mean a change of unit of analysis (from individual to 

relational) of the managerial social capital put forward by Adner and Helfat (2003). 

 It might already be obvious that relationships are important for CEOs implementing 

strategic changes. It is important for this study, though, to examine how they support this 

process. They provide information (Adner & Helfat, 2003), opportunity to exercise power and 

influence (Pfeffer, 1994; Olsen et al., 2019), help shape the cognition of all individuals involved 

by virtue of the diverse social interactions (Kor & Mesko, 2013), increase learning by triggering 

memory systems comprised of expertise and experiences within the group (Bridoux et al., 2017; 

Martin & Bachrach, 2018), help offset capability gaps (Holcomb et al., 2009), support the 

amplification of the CEO’s message related to strategic goals (O’Reilly III & Tushman, 2011, 

2013; Day & Schoemaker, 2016; Ocasio, 1997).  
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 Relationships promote the behavioral integration in the top management team, in 

terms of the level of candor, inclusion, presentness, cohesion, coordination, and learning 

(Salvato & Vassolo, 2018), necessary for the firm’s ambidexterity to explore new opportunities 

and exploit the current firm’s resources (O’Reilly III & Tushman, 2011) and for the team and 

board members to deploy their own capabilities (Aberg & Shen, 2020). This is relevant in high-

velocity situations where trade-offs raise conflicts over priorities and resources (Simsek, 2009), 

the rate of external change is high, and there is not only one certain path to success.  

 Relationships also have a pervasive but somewhat invisible influence on the way 

CEOs impact strategic change. They enable mastery modeling (Wood & Bandura, 1989) 

through which people learn by observing others. They also facilitate social comparison, which 

is another mechanism by which individuals not only learn by seeing others but also activate 

their internal need for congruency to performance standards. And, very important, given the 

very foundational role of emotions in human behavior, relationships confer emotional 

experiences to individuals (Izard, 2009).  

 They offer motivation experiences. Despite the fact that motivation is seeing as an 

individual internal force pertaining to fulfilling basic needs, it has a social component in which 

workers interact with each other, and such relationships influence the motivation and traits 

predisposition of one another (Lloyd & Mertens, 2018). 

 Transitioning to the last two macro levels of analysis, namely the organizational 

and reputational levels, they both relate to the firm itself. In common, they entail elements that 

the CEO exerts impact with, not leveraging direct one-to-one relationships but one-to-many. 

They are interdependent but differ in the sense that organizational capabilities are 

predominantly possessed by the firm, whereas obviously reputation spans across firm 

boundaries involving stakeholders external to the company.  

 The organizational level hosts elements like the firm’s goals system and 

management model, properly synchronized with the business models required for the firm to 

make a living (Basile & Faraci, 2015). It also encompasses what Collins (2020) called the high 

commitment human resource practices, considered an important aspect if organizations want to 

attain employee-resource competitive advantages. Such resource base also impacts the CEO’s 

dynamic managerial capabilities, in line with the path dependence notion put forward by 
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Dierickx and Cool (1989), by which the strategic leader strives to transform the firm’s resource 

base, but his or her decisions are also impacted by the firm’s resource base. 

 Reputational underpinnings are created by the CEO's effectiveness in managing 

impressions (Goffman, 1978), use language and communication, as well as social cognition, to 

create followership to the strategic intent and reduce resistance to change (Helfat & Peteraf, 

2015). Given the prominent role organizations place on the CEO, he or she has a fundamental 

reputational impact in drawing attentional engagement, or “the process of intentional, sustained 

allocation of cognitive resources to guide problem-solving, planning, sense-making, and 

decision making” (Ocasio et al., 2018, p.161). This process is facilitated by the centrality of 

communication channels, by which such channels are means utilized to draw attention in 

forming and implementing strategic changes (Ocasio et al., 2018). Moreover, CEO reputation 

as a proxy for its perceived quality, has been associated with firm earnings quality (Francis, 

Huang, Rajgopal, & Zang, 2008).  

 Cognizant that the CEO is expected to take internal leadership actions related to 

tasks (goal focusing, structuring for results, facilitation of decisions, training, maintain 

standards) and relationships (coaching, collaborating, managing conflict, building commitment, 

satisfying needs, modeling principles) as well as external leadership actions that related to the 

environment (networking, advocating, negotiating support, buffering, assessing and sharing 

information) (Northouse, 2018), remarks on the CEO leadership will conclude this summary. 

 Leadership seems to be a linkage between the individual, relational, organizational, 

and reputational levels of analysis, more than an underpinning to one of them. Certainly, CEO 

leadership is impacted by his or her individual underpinnings already discussed, such as 

intelligence and cognition, emotions, dispositional traits, and self-efficacy. Leadership is 

assumed to reside certainly at the relational level, but arguably, followership could also reside 

at the reputational level of analysis, as leadership is “a process whereby an individual influences 

a group of individuals to achieve a common goal” (Northouse, 2018, p.5). 

 The main elements found in the literature review on leadership were already 

incorporated in the three units of analysis just described. In what follows, the several approaches 

in which leadership has been conceptualized will be described as they certainly offer helpful 

references on how the CEO leadership processes impact strategic change. 
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 The dispositional traits approach of which the Five-Factor model is the most 

widely adopted, comprised of the following elements: neuroticism, extraversion, openness to 

experience, agreeableness, and conscientiousness. The path-goal theory (House, 1971) and 

leader-member exchange theory (Grint, 2005) support that the leader, the followers, and the 

context influence leadership effectiveness. Transformational leadership proponents (Burns, 

1978) stated that to improve performance and realize followers’ fullest potential, the leaders 

leverage their emotions, values, ethics, standards, and orientation toward long-term goals.  

 Authentic leadership (Harter, 2002) draws from personal experiences, thoughts, 

emotions, needs, wants, preferences, or beliefs and acts in accordance with a leader’s true self. 

Servant leadership (Greenleaf, 1970) is precursory of the notion that leaders have the 

willingness first to serve and second to lead.  And, finally, the proponents of adaptive 

leadership (Heifetz, 1994) are focused on behaviors rather than traits that enable leaders to 

mobilize people to tackle tough challenges, adapt to changing environments, and thrive. 

 Figure 14 integrates the most relevant learnings from the literature review. 

Figure 14 

High-level summary of literature review findings 

Source: produced by the author
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3. RESEARCH DESIGN 

 The purpose of this chapter is to describe the research methodology of this study. 

3.1 Research objective and research question 

  The main research objective is to understand how CEOs impact strategic changes 

in organizations, which in turn increase the likelihood of superior performance being attained 

by the firm. It draws from the dynamic managerial capabilities construct, and it intends to build 

theory on how the CEO effect is effectuated in organizations.  

 Whilst relying on prior investigations in the field of strategy, it intends to import 

learnings from human and organizational behavior as well as applied psychology to strategic 

management and, by doing so, it aims to provide new ways of understanding the research 

problem. In line with such aim, this study was set out to answer the following question: how do 

CEOs’ impact firms’ strategic changes in high-velocity technology markets? 

  This question is relevant because understanding how CEOs impact strategic change 

helps explain how firms can remain competitive and enjoy the consequent superior financial 

returns, via the interplay between the firm’s resources and capabilities and the decisions and 

actions of the strategic manager.  

3.2 Method 

 Considering the complex and context-embedded nature of the research question, 

spanning from strategic management and leadership processes and practices at multiple levels 

spread out over time, this research is particularly suitable for in-depth longitudinal or intense 

qualitative inquiry (Kouamé & Langley, 2018) and is aimed at discovering, not prove. Hence, 

this study is qualitative and exploratory (Eisenhardt, 1989).  

 The accumulated theoretical and empirical scholarly production on this research’s 

main construct, the dynamic managerial capabilities, is somewhat limited and therefore presents 

the opportunity for increased understanding of its key concepts and multi-level dynamics. 

Additionally, the CEO-effect construct has been well documented and effectively tested 

empirically across firms and industries, but the process by which such effect is instantiated 

within the firm is understudied and requires getting within the black box of organizations. 
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 Consequently, the multi-case study approach was chosen as the most applicable 

because the research question being posed is what Yin (2009) called a “how” question, for 

which case studies are the preferred method where the investigator has little control over events, 

and the focus is on a contemporary phenomenon with a real-life context. Multiple, as opposed 

to individual, cases were studied, as evidence from multiple cases is considered more 

compelling and more robust in comparison to single case studies (Yin, 2018). 

  Cases were studied via secondary data as well as primary data gathered through 

semi-structured in-depth interviews with the firms’ CEOs and individuals who have closely 

witnessed the strategic change studied. More details are presented in the data collection session. 

3.3 Unit of analysis 

 As the dynamic managerial capabilities are held by individuals, not organizations, 

and individuals (particularly at the top of the organizations) are accountable for implementing 

strategic change, the unit of analysis of this research is the chief executive officer.  The CEOs 

of five firms in the technology sector were selected by theoretical sampling (Eisenhardt & 

Graebner, 2007; Yin, 1994), as the upper echelon has an impactful role to play in strategic 

changes and dynamic managerial capabilities are best suited for high-velocity environments. 

 Organizations that partook this research were carefully selected to create a more 

homogeneous sample better suited for the research method adopted. There must be indications 

that the chosen CEOs effectuated at least one significant strategic change, which led to new (or 

renewed) organization (dynamic or operational) capabilities visibly existent in the organization 

after the change. Consequential improved business performance should be visible as well. 

Nevertheless, to minimize the risk of survival bias, the primary intent behind the selection 

criteria was not to explain the success itself but to increase the likelihood that the process by 

which the CEO impacted strategic change was present in the cases studied. This choice was 

based on the assumption that unsuccessful organizations are less likely to have an intentional 

approach to strategic changes. 

 Considering that organizational size is a relevant contextual element for a firm’s 

sensing, seizing, and transforming capabilities, the sample chosen has organizations of different 

dimensions ranging from SMEs to large global enterprises. In this regard, Boeker (1997) 
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posited that there are two competing theories regarding the effect of firm size on strategic 

change: either the firms change more easily when they are small and tend to change less easily 

as they grow larger, more bureaucratic, and more inertial (Hannan & Freeman, 1984) or the 

opposite, by which larger firms control extensive resources, which makes it easier for them to 

initiate and sustain change (Haveman, 1993). 

 The researcher obtained access to organizations in the birthplace of the technology 

industry, Silicon Valley in California/USA as well as to technology companies in Brazil. The 

choice to include firms from both countries was made to enable comparisons along with two 

different country contexts. 

 To select organizations based in Brazil, business publications were reviewed. 

Brazilian and American publications considered Magazine Luiza (or Magalu) and Movile 

iconic cases of business transformation globally, the reason why these companies were chosen. 

 The already mentioned intentional choice of companies of varied revenue size, 

resource base configuration, and years of existence aimed at uncovering differences in how 

CEOs impact strategic changes at the several maturity stages of companies. It was also meant 

to uncover if different micro-foundations are required between smaller and larger enterprises. 

Qualpay, a small technology company in the payment industry, was chosen given its innovative 

technical approach to cloud-based solutions. On the other end of the company size spectrum, 

Intel was selected given its prominent relevance in serving numerous application areas in 

technology, its large size, and strong influence in the technology industry value chain. Both 

companies are headquartered in the United States. 

 In striving to identify a sizable software company that supplies technology to others 

as opposed to deploying it in its own business model, given the broad transformation to its 

offering portfolio, SAP was chosen to be part of the sample. As the firm underwent two global 

CEO changes between October 2019 and April 2020, its subsidiary in Brazil was chosen, 

considering that the most senior leader of the company in Brazil has been in the role for six 

years as, the longer the CEO tenure, the less likely the CEO effect on performance is subject to 

the effect of chance (Fitza, 2013). An in-depth analysis of this case also potentially revealed if 

there are specific nuances when the strategic leader heads up a subsidiary. 

 The sample selection was purposively homogeneous in terms of interviewing chief 

executives who have implemented a strategic change in a high-velocity environment, looking 
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to illustrate typical cases. Intentionally choosing a homogeneous sample is justified by the fact 

that the characteristics of such participants are similar, thus allowing these to be explored in 

greater depth (Symon & Cassell, 2012) and potentially achieve literal replication (Yin, 2018). 

An additional justification for such choice is that choosing heterogeneous or opposite cases 

would, respectively, make finding communalities across cases and gathering authentic answers 

from interviewees (for instance, in describing failures as opposed to successes) more difficult, 

and consequently could jeopardize the research rigor. The homogeneous sampling reduced the 

idiosyncrasies to be analyzed, acknowledging that a multi-case method increases complexity, 

particularly given the multi-level nature of the research object.  

 Lastly, given the risk of managerial hubris (Hayward & Hambrick, 1997) among 

CEOs, the selection of a homogeneous sample comprised of CEOs who, in the view of 

individuals external to the firm, have implemented strategic changes, should at least to some 

extent, aid neutralizing such bias on the data gathered. Reviewing the secondary data sources 

and the triangulation of findings among interviewees were steps taken to the same end. Table 7 

summarizes basic data about the multiple cases studied. 

Table 7 

Summary of Companies Studied 

 Qualpay Movile SAP Magazine Luiza Intel 

Founded 2014  1998 1972 1957 1968 

Headquarters San Mateo/CA 

– The USA 

Campinas/SP – 

Brazil 

Walldorf/NB – 

Germany  

São Paulo/SP – 

Brazil  

Santa Clara/CA 

– The USA 

Ownership Private Private Public Public Public 

Countries of 

operation 

USA Global Global; research 

focus on 

subsidiary in 

Brazil 

Brazil Global 

Revenue in 

2019 

Confidential Confidential USD28 billion 

(globally) 

BRL27 billion 

(USD 5.2 billion) 

USD71 billion 

Number of 

Employees 

35 4,000 

(estimated) 

100,000 

(1,100 in Brazil) 

30,000 110,000 

CEOs 

studied 

Craig Gass Fabricio Bloisi 

(Founder) 

Cristina Palmaka Frederico Trajano  

(Founding family) 

Bob Swan 

CEO since June/2014 January/1998 October/2013 January/2016 January/2019 

 

Source: produced by the author 

  In justification of the sample size of five CEOs, authors vary in their view. 

According to Guest, Bunce, and Johnson (2006), in fairly homogeneous populations where the 
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intent is to find commonalities, a sample of twelve participants is likely to suffice. Audet and 

d’Amboise (2001) say that sample sizes exceeding ten cases makes it virtually impossible to 

analyze the staggering amount of data. Eisenhardt (1989) recommends sample sizes ranging 

from four to ten. For Yin (2018), researchers looking for a higher degree of certainty may press 

for five, six, or more replications. 

 As to the number of interviews that were carried out for each case study, Saldana 

(2011) acknowledged that there is no consensus on this and stated that a small group of three 

to six people provides a broader spectrum of data for analysis, as opposed to interviewing single 

individuals. The author acknowledges that, for selected methodologies, a minimum of ten to 

twenty participants is needed to ensure more credible and trustworthy findings and concludes 

that the researchers should keep interviewing individuals until saturation occurs or nothing new 

can be learned.  

 Given the nature of the case studies, there is a relatively limited set of individuals 

who have been close enough to the CEOs during the implementation of strategic change. 

Therefore, the initial intent was that at least four individuals plus the CEOs were interviewed 

for each case study. As data gathering progressed, Qualpay required three interviewees in 

addition to the CEO as saturation occurred earlier than planned, and SAP Brazil required five. 

3.4 Data collection techniques 

 Secondary data collection on each case, which had started preliminarily as part of 

the process of identifying the firms to participate in this research, was finalized soon after 

gaining access to the firms’ CEO and confirmation of the individuals to participate in the in-

depth interviews. 

 For each company, data was collected from the following sources: public data 

available on the company’s websites, newspapers and magazines, and video interviews 

provided by the CEO or top management team members pertaining to mainly the strategic 

change being studied. For the companies Movile, Magazine Luiza, Intel, and SAP, case studies 

developed by renowned business schools were reviewed. As the companies Magazine Luiza, 

Intel, and SAP are publicly listed, their annual reports and letters to the shareholders pertaining 

to the years of the strategic changes being studied were analyzed. 
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 Moreover, and as the main source of data, in-depth interviews with the CEO and 

other executives who witnessed the strategic change and the CEO's influence on it from close 

were conducted. The main focus was to discover how the CEOs went about sensing, seizing, 

and transforming the firms’ resource base as they undertook the strategic change in question, 

and which micro-foundations were used in effectuating the change.  

 Considering the explorative nature of this research, open-ended semi-structured 

interviews were conducted, as they are considered reliable gateways into what goes on in 

organizations: how leadership is conducted, what values and beliefs people hold, how decisions 

are made, or the story behind a successful innovation or change effort, which are exactly the 

aspects this research question set out to explore (Symon & Cassell, 2012). Though not rigidly, 

by following the questionnaire, the researcher intended to aid the comparative investigation 

intended with studying multiple cases, as coding and analyzing answers within and across cases 

were easier to systematize. 

  To guide the interviews in such way as to minimize the three of the most common 

risks cited by Saldana (2011) for studies of this nature, namely constructing closed-end 

questions, asking multiple questions as a single prompt, and asking either/or questions, a semi-

structured interview questionnaire was initially developed, and the main themes to be explored 

were improved after three main steps: learnings from the theoretical review led to the expansion 

of focus beyond the three dynamic managerial capabilities underpinnings; a pilot one hour 

interview with an executive who has led a business transformation in a mid-sized firm as the 

leader of one of its business lines was conducted and coded. Key learnings were drawn by the 

researcher, which resulted in improvements to the questionnaire as well as to the coding nodes. 

For instance, the interview was shorter than planned, and most content provided by the 

interviewee was focused on the description of the business situation and his behaviors. This 

resulted in approximately only one-third of the words collected being passive of coding against 

nodes that were actually relevant for the research question.  

 When performing the actual interviews used on this study, the researcher made sure 

to ask more questions not only related to the interventions that CEOs implemented but how and 

why they did so and to spend less time with interviewees providing information related to the 

business context; and thirdly, in the majority of the instances, data gathered via the in-depth 

interviews were transcribed and coded, before the interviews for the remaining case studies 
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took place, which enabled the research to continue to refine the approach for subsequent 

interviews.  

The Qualpay case study, which related to the smallest firm in the sample and 

presumably less complex, was conducted and analyzed before the other case studies were 

initiated. This also enabled the researcher to tighten the approach for the larger organizations. 

  Interviewing other organizational members as well as using secondary sources of 

information helped the researcher to gain a comprehensive picture of the process in each case, 

as well as triangulate the data and mitigate biases that arise from interviewing the chief 

executive (Eisenhardt & Graebner, 2007; Yin, 1994). 

 Although the interviewees were invited by the CEO, the researcher and the CEO 

discussed the rationale for each name before they were selected. Interviewees were not made 

aware of who else comprised the list. Moreover, at the beginning of the interviews, time was 

invested in confirming their proximity to the CEO and his or her leadership to the strategic 

change being studied. 

 In preparation for each interview, the researcher reviewed once more the firm’s 

secondary data, which enabled a more balanced approach between broad scope questions to 

elicit the possibility of uncovering themes missing in the current construct of dynamic 

managerial capabilities and, at the same time, specific follow-up questions for additional details 

as well as cross-check questions to minimize recall bias and impression management risks. 

 Very limited information on the research goals and propositions were shared with 

the interviewees ahead of time, which gave them intentionally very little time to prepare in the 

hopes that more authentic answers with less ex-post rationalization were obtained. 

 The interviews were conducted by the researcher and lasted approximately 50 

minutes. They were audiotaped and professionally transcribed. In total, 25 interviews were 

conducted, which resulted in more than 100,000 words coded. Each company’s case study was 

comprised of 5 interviews, except for Qualpay (4) and SAP (6).  

 Transcripts were shared with the interviewees via email, and messages were 

exchanged, in case they wanted to provide additional information they considered relevant after 

and might have forgotten given the short time to prepare they were given. All interview 

transcripts were imported to the software NVivo.  
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3.5 Data analysis techniques 

  An inductive approach was adopted while being informed by the existing literature. 

Firstly, each case was described in detail by synthesizing the information collected from 

secondary sources. Most of the data was gathered prior to the interviews, and the written 

descriptions were finalized afterward. The case descriptions supported: 

(i) Further delineation of the strategic change in scope; 

(ii) Gathering as much information as possible prior to the interview about the 

CEOs’ actions related to the strategic change, his or her motives, intentions, 

attention areas, announced decisions, declared thoughts and strategies, and 

vision for the company. Given time availability constraints, this maximized 

the interview time invested on information not publicly available; 

(iii) Confirmation that the strategic changes led to successful outcomes by 

looking for the presence of organization capabilities following the change. 

The approach to assess the effectiveness of the strategic change was tailored 

to each case in particular, depending upon the main goals declared by the 

CEO at or before the inception of the strategic change efforts; 

(iv) Description of initial within case insights, which are presented in the 

findings chapter.  

 Once the case descriptions were finalized, the within-case analysis was conducted 

via a mix of structured (holistic) and open coding. All primary data related to each case study 

were analyzed before the analysis of another case studied was started.  

 As to the analysis of the primary data, initially the currently available theoretical 

models existing in the literature, specifically the three underpinnings of dynamic managerial 

capabilities (managerial cognition, managerial human capital, and managerial social capital) as 

well as Teece’s (2007) sensing, seizing, and transforming components of the dynamic 

capabilities framework, informed the preliminary nodes against which primary data was coded. 

 Before starting the sequence of coding cycles performed, each interview transcript 

was actively read. These documents were re-read several times throughout the performance of 

the analysis procedure.  For the very first data coding cycle, structured, holistic coding was 

performed, in which the researcher assigned large units of data to the preliminary nodes 

mentioned above. This coding was theoretical and provisional.  
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 Using open coding, the second coding cycle focused on primary data that didn’t 

necessarily fit any node previously created. Constant comparison between such data and the 

literature supported the deductive addition of new coding nodes, to which data was then 

assigned. At this stage, as many codes were created as possible. 

 Next, the researcher used the software NVivo’s functionalities to create a frequency 

map as well as to automatically code all the primary data gathered on the case being studied. 

These outputs were used only to check if any major coding was missing from the researcher’s 

own analysis and reflections, as this could improve the richness of the list of nodes generated. 

 A third coding cycle was performed by the researcher, which consisted of a pattern-

matching analysis among all the interview extracts within each node to ensure they were 

comparable in nature and coded against the best possible node, which Braun and Clark (2006) 

referred to as internal homogeneity, aimed at safeguarding that data within themes should 

cohere together meaningfully. As expected, interview extracts were transferred to nodes that 

seemed to represent the meaning intended by the interviewees more similarly. The researcher 

strove to avoid coding the same extract to more than one node. Given the multi-level nested 

nature of the phenomenon being study, this protocol helped a clearer identification of patterns. 

 Lastly, once all interviews were coded to the satisfaction of the author, the 

assignment of interview extracts to nodes was again purposefully reviewed in its entirety. This 

time with the intention of reassigning evidence to nodes that were either created or improved 

based on interviews that were coded at a later stage in the data analysis process. In other words, 

improvements to the nodes along the data analysis process naturally created the need for the 

researcher to review coding decisions that were made at earlier stages.  

  Whilst the several coding cycles progressed, a description of each code informed 

by the literature review was inputted in the NVivo software, to ensure coding consistency across 

all interviews, as suggested by Gibbs (2007). This step was particularly important with the 

growing number of themes and nodes emerging. Subsequent cases were coded against the most 

comprehensive list of codes created by the analysis of the prior cases.  

 Moreover, the overall list of nodes was reviewed in a few occasions to improve the 

nodes’ naming ability to deeply represent the data clustered under them, as well as to ensure 

what Braun and Clarke (2006) called external heterogeneity, or clear and identifiable 
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distinctions between themes, the intent being to strive to such node differentiation already 

before actual themes emerged from the datasets analyzed.  

 Once a case coding was completed, the search for emerging patterns started 

following Braun and Clarke’s (2006) step-by-step guide on thematic analysis, which involved 

the search across a data set to find repeated patterns of meaning. As the coding progressed, an 

iterative process between the entire data set, the coded extracts of data, and the analysis of the 

data being produced took place. New insights from this process generated additional needs to 

expand the theoretical review creating a rather recursive, as opposed to a linear analysis process. 

 Themes or patterns started to be jotted down by the researcher early on and 

progressed throughout the data coding and analysis process of each case. They were reviewed 

several times, and draft thematic maps as called by Braun and Clarke (2006), were created and 

improved over time until the overall findings and conclusions were generated. The main goal 

during this analysis step was to describe, understand, and explain what has happened in a single, 

bounded context, as suggested by Miles, Huberman, and Saldana (2013). 

 Once all cases were analyzed individually, a similar process of themes and patterns 

findings was conducted, but in relation to the entire data set to safeguard that the final thematic 

map reflected the findings from the entirety of the data gathered. Such sequencing uncovered 

similarities as well as differences across case studies and/or among interviewee segments.  

 The analysis and conclusion methods were also influenced by Yin’s (2009) 

replication strategy, in which a theoretical framework is used to study one case in-depth, and 

then successive cases were examined in striving to find patterns from previous cases. The 

comparison of multiple cases was intended to increase generalizability so that the findings are 

not wholly case-specific and will enable more sophisticated descriptions and more powerful 

explanations (Miles et al., 2013). 

 The coding nodes as well as a preliminary version of analysis and findings from the 

first case study completed (Qualpay) were reviewed with strategic management scholars. Draft 

findings report of each case studied was shared with at least one informant per company, and 

relevant improvement suggestions were incorporated in the final case descriptions and results. 

 Lastly, the primary data not coded was reviewed in search of patterns that could 

have been missed. The residual data was comprised mostly of context-setting remarks by 
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interviewees, either in describing the firm or the situation pertaining to the strategic change. 

Secondly, there were statements based on interviewees' own beliefs without concrete evidence 

of how such an example related to the reality of the case. Lastly, isolated remarks that were not 

corroborated by any other interviewee across all cases were left out.   

  Yin (2014, 2018) suggested four design tests to measure the robustness of 

qualitative research: construct validity, internal validity, external validity, and reliability. His 

definition of each test is as follows: the construct validity refers to the identification of the 

correct operational measures for the concepts under study; the internal validity, which refers to 

the establishment of a causal relation in believing that one condition influences other conditions 

is not applicable for exploratory studies such as this; the external validity refers to the definition 

of the domain where the findings can be generalized; and, the reliability relates to the extent at 

which the research procedures, when applied for other studies, will produce the same or similar 

results. The following summarizes the steps to strengthen the robustness of the research method. 

Table 8 

Multi-case Study Tactics to Increase Method’s Robustness 

Tests Tactics 

Construct validity • Pre-tested semi-structured interview questionnaire improved interview guide 

• Used multiple sources of evidence by interviewing diverse stakeholders in each 

case study and triangulating findings per interviewee segment 

• Gathered ample secondary data about the CEOs public statements prior, during 

and immediately after the strategic change 

• Compared the results with theory 

Internal validity • Homogeneous sampling reduced the risk of incorrect case selection 

• Performed pattern matching across cases as well as across interviewee 

segments, as described data processing, coding, and analysis 

• Detailed strategic change description 

• Interviews focused solely on one major strategic change and conducted with 

individuals who lived through them closely 

• Case study results report reviewed by one of the interviewees per company 

• Addressed rival explanations 

• Used logic models 

External validity • Leverage data sources from outside of the organizations 

• Clearly laid out data gathering and coding procedures 

• Used replication logic 

Reliability • The same interview questionnaire used in all interviews. Additional questions 

were added to adapt to findings uncovered during the interviews 

• Coding and emerging themes from interviews transcripts were transparently 

discussed with strategy scholars as well as informed by theoretical frameworks 

 

Source: Adapted from Yin (2018, p.43) 
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4. RESULTS 

 The multiple case study nature of this research generated a substantial amount of 

data and insights pertaining to how the CEOs of the five technology companies impacted 

strategic changes. To set the context for the description and analysis of the findings that will 

follow, Table 9 describes the volume of primary data gathered as well as provides early 

indications of the patterns uncovered within each case and also across cases.  

Table 9 

Summary of primary data gathered 

Firm Number of 

Interviews 

(inclusive 

of the 

CEO) 

Total 

Duration 

Words 

Coded 

Total 

References 

coded to 

Nodes 

Number 

of Nodes 

% (Number) Nodes 

referenced by at least 

50% of  interviewees 

(2/4 or 3/5 or 6) 

Qualpay 4 3h28m 11,153 367 41 70% (29) 

Movile 5 4h02m 33,206 892 83 66% (55) 

SAP Brazil 6 4h26m 27,747 755 83 63% (52) 

Magalu 5 3h55m 11,885 653 77 52% (40) 

Intel 5 3h24m 17,508 501 79 38% (30) 

Total 25 19h15m 101,499 3,168 Not 

applicable 

58% on average 

Source: produced by the author 

 The main source of triangulation was the data gathered from individuals close to 

the CEO, who could directly observe his or her impact on the strategic changes being 

implemented. Table 10 illustrates the nature of their roles as well as the average number of 

years they have frequently interacted with the CEOs being studied. 

 As proclaimed in the research method chapter, this study relied on triangulation for 

validity by drawing from different perspectives from several interviewees, other than the CEOs. 

 Table 10 presents high level information about the interviewees who participated 

in this study. Comparisons and contrasting of the primary data gathered were also performed 

against secondary sources, which are described in Table 11. Only video interviews available 

online, as opposed to written interviews, were considered as secondary sources to ensure that 

content was de facto originated by the CEO. 
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Table 10 

High level interviewees’ profiles 

Relation to 

the CEO 

Nationality Gender Average number of 

years of shared 

experiences on the 

strategic change 

Job Title Interviewees 

Self 2 Americans, 

3 Brazilians 

4 Male, 1 

Female 

Not applicable Not applicable 

Direct 

reports 

1 Americans, 

8 Brazilians, 

1 British, 1 

German 

5 

Female, 

6 Male 

4 years and 7 

months 

Global Head of Strategy, Chief Operating 

Officer, Head of Product and Marketing, 

Chief of Staff, Head of Human 

Resources, Chief Technology Officer, 

Chief Financial Officers, Head of Sales, 

Head of Market Channels&Partners, 

Chief Communications Officer, Chief 

Marketing Officer 

Other 

stakeholders 

(non-direct 

reports) 

3 Americans, 

5 Brazilians, 

1 Polish 

3 

Female, 

6 Male 

3 years and 9 

months 

Board members, customer, channel 

partner, external consultant, Global Head 

of high growth BU, head of CSR, Head 

of Human Resources 

Source: produced by the author 

 The summary below is non-exhaustive, as numerous publicly available articles 

were analyzed and informed the researcher preparation for the in-person interviews. 

Table 11 

Most relevant secondary data gathered 

Firm CEO’s 

Bio 

Letter to 

Shareholders 

Case Studies 

prepared by 

Business Schools 

CEO Video 

interviews 

available online 

Others  

Qualpay Yes Not 

applicable 

No case available Not available Limited information 

available online 

Movile Yes Not 

applicable 

Stanford and Harvard 

Business Schools 

Yes Internal company 

presentations and 

abundant information 

available online 

SAP Brazil Yes Years Stanford and Harvard 

Business Schools 

Yes Internal company 

presentations and 

abundant information 

available online 

Magalu Yes Years Stanford and Harvard 

Business Schools 

Yes Abundant information 

available online 

Intel Yes Years No recent and 

relevant case 

available 

Yes 2019 Investors Meeting 

presentation and 

abundant information 

available online 

Source: produced by the author 
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 Lastly, the high-level description of the research codebook is presented next. As the 

inductive research method chosen indicates, the emergence of the themes and nodes that 

comprise the codebook happened first and foremost from the primary data gathered triangulated 

across the various interviewees and the numerous refinements that took place as coding 

progressed within and across cases. Emerging themes also led to the literature review being 

expanded and vice-versa.  

Individual CEO Micro-foundations 

 Defined as the micro-foundations that reside with the CEO, this theme emerged 

from the data through an expansive list of underpinnings. The first level list is presented in 

order of prevalence:  

(i) CEO’s psychological dispositional traits, which in turn were supported by 

several attributes as follows: adaptability, flexibility, and openness to 

experiences; agility over perfection; ambition and vision; approachability 

and interpersonal skills; comfort with conflicts, difficult conversations, and 

trade-offs; congruence between words, behaviors, actions; 

conscientiousness; courage and decisiveness on business and talent 

situations; drive for greatness and excellence; drive for results and 

competitiveness; empathy; energy, stamina, resilience, and persistence; 

external orientation; impatience, speed, sense of urgency, and personal 

productivity; integrity; internal locus of control; orientation towards data 

and willingness to face brutal facts; pragmatism, discipline, practicality, and 

execution drive; risk willingness; a sense of humor; transparency and 

directness. These traits are habitual patterns of behavior, thoughts, and 

emotions (Northouse, 2018) and were reviewed as part of the literature and 

aligned, for instance, with the Five-Factor Model of personality; 

(ii) Managerial cognition, which was separated in different nodes to better 

illustrate the processes by which such important micro-foundation 

participates in strategic changes led by the CEOs. They were: beliefs and 

values; expansive framing; intellectual curiosity and sound judgment; 

intelligence, mental agility, and ambidexterity; memory; self-regulation, 

self-reflection, and improvement; vision clarity and focus (Adner & Helfat, 

2003); 
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(iii) Managerial human capital, comprised of formal education and learned skills, 

direct professional and life experiences, and direct observations of others 

(Adner & Helfat, 2003);  

(iv) High bar on team quality, initiative, ambition, potential, and performance, 

or the CEOs’ expectation about the caliber of other individuals around them. 

This was revealed to be an important individual level micro-foundation that 

is required for other constructs that reside at the relational and organizational 

levels of analysis to be effective in supporting the CEO process of leading 

strategic change;  

(v) Managerial social capital, split in past and current connections and new 

connections. This differentiation revealed to be important in the literature 

review as social capital enacts the CEO’s cognitive capabilities and whether 

they mostly interact with individuals well known or new to them might 

influence the degree of new information their mental processes pay attention 

to (Adner & Helfat, 2003); 

(vi) CEO self-efficacy, or the CEOs’ beliefs about their capabilities to produce 

designated levels of performance (Bandura, 1994); 

(vii) Customer for life obsession, which is not only about the strong orientation 

to conceive and deliver solutions that customers want and need but also to 

conduct business transactions that will generate future opportunities as well, 

for instance, by not selling products that are known not to be optimal for the 

success of the customer or having a transactional and short-term orientation 

to exploit opportunities; 

(viii) Personal identity with the company and industry, or the extent at which the 

chief executive and the company are virtually one and the same identity-

wise. Given that two of the CEOs studied are also owners, it was important 

to observe such attribute although it did not prove to be indicative of any 

relevant pattern; 

(ix) CEO-job match, or the compatibility between environmental demands and 

executive abilities (Allgood & Farrell, 2003). 
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Direct impact on organization dynamic capabilities 

 Instances in which the CEO’s dynamic managerial capabilities visibly and directly 

impacted the firm’s sensing, seizing, and transforming dynamic capabilities. This theme was 

broken down to illustrate how the interplay between these two constructs manifests itself as the 

CEOs implemented strategic changes. 

(i) Seizing - Mobilization of resources to create opportunities, which is about 

the initial resource investment decision and deployment to pursue emerging 

opportunities that were identified through sensing; 

(ii) Sensing - Assessment vs. Customer Needs: the ideation of potential 

offerings derived from opportunity signals in view of customer needs; 

(iii) Sensing – Identification pertains to the early capture of opportunity signals; 

(iv) Transforming - Continued renewal: ongoing orchestration of the resource 

base to avoid organization sclerosis and soften resources rigidity; 

(v) Seizing - Mobilization of resources to capture value: it entails scaling up 

resource deployment to opportunities already created;  

(vi) Sensing - Development and Co-Development, or the utilization of own and 

joint resources to identify early opportunity signals; 

(vii) Seizing - Mobilization of resources to achieve operational excellence: these 

were instances where the CEO impacted the ordinary capabilities of the firm, 

as they deployed resources to perform an activity well and exploit mature 

opportunities. 

Organizational Micro-foundations 

These are micro-foundations that reside at the organizational level but are in place 

and leveraged as a consequence of the strong and visible direct influence of the CEO. 

(i) Management model with sacred rituals that enable exploitation and 

exploration. This is by far the most distinct pattern across interviewees of 

all cases. It comprises a multitude of sub-components that, in orchestration, 

enable the CEO to fully leverage the firm’s resource base in implementing 

strategic changes. They are: dynamic definition of weekly and monthly 

individual execution goals against strategic projects; dynamic resource 

allocation according to strategic priorities and feedback from early 
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execution results; goals due dates synchronized for agility and 

implementation sequencing; horizontal goal-setting alignment across 

interdependent departments; short and frequent data-driven performance 

feedback loops from execution; strong CEO hands-on sponsorship and 

discipline to monitor strategic goals execution; tight and visible linkages 

between ambitious quantifiable Vision and Strategy and stretch individual 

agile goals; transparency of one's priorities and performance in front of 

teams; visible and frequent involvement of leadership bench deep in the 

organization; 

(ii) Organization human capital is comprised of continuous workforce 

upskilling in service of strategy; a culture model that enforces and rewards 

ambitious behaviors, excellence, agile execution, and performance; 

authentic perception of human capital as a strategic asset; the firm’s focus 

on top talent attraction and retention; diversity; 

(iii) Inherited advantages from past leaders, or instances where the CEO, instead 

of negating predecessors successes, leveraged partnerships and other assets 

that granted advantages to the firm; 

(iv) Ability to quickly adopt technology. Evidence of CEOs’ influence on 

strategic change by nurturing the firm’s ability to be technology-agile to 

ensure that systems and processes are fit for the environment dynamism;  

(v) Unity around the company's vision describes evidence of clear alignment 

among individuals towards the end state of the strategic shift; 

(vi) Venture capital portfolio mindset - lean startup management mentality: 

evidence of approaches to exploration and risk that resemble a portfolio 

management approach. 

Relational Micro-foundations 

These are micro-foundations that reside between the CEO and individuals that 

interact with her or him directly. 

(i) CEO Leadership and Followership, comprised of balancing outcomes 

expectations and support; delegation, autonomy, and encouragement to take 

risks; direction and guidance toward outcomes; enabling others to reframe, 

aspire, and deliver more; execution model that places accountability on 
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individuals and small teams; knowing, involving, inspiring the people; 

mitigation of horizontal and vertical silos; present for the good, the bad and 

the ugly; 

(ii) Relationship CEO-TMT, which pertains to the CEO admiration and trust by 

the TMT, the behavioral integration among all TMT members, references 

to an inner circle within the TMT, intense involved by the CEO of TMT 

members individually and as a team, and the ways in which the TMT 

approaches the relationship with the CEO; 

(iii) Close relationships with the Board of Directors. These were evidence of the 

CEO and board members engaged in strategic conversations in a transparent, 

authentic manner. 

Reputational Micro-foundations 

These are micro-foundations that reside between the CEO and individuals or 

groups that do not interact with her or him directly but whose behaviors, thoughts, and 

emotions need to be aligned to the strategic change taking place.  

(i) Celebration of major achievements aligned to the vision, or the CEO visible 

acknowledgment when individuals, teams, and the organization achieved 

milestones and outcomes that are aligned with the vision and strategy; 

(ii) Mastery modeling: the process of cognitive development by observing (or 

being observed) which leads to the expansion of the observer’s knowledge 

and skills; 

(iii) Signaling for self-selection. Considering that the CEO extends his or her 

influence via hardwiring expectations in numerous micro-foundations in 

different levels of analysis, the aggregation of all themes and nodes makes 

clear what new and current organizational members should expect. Cases of 

mismatch between individuals and the firm either opt-out or are exited; 

(iv) Storytelling in service of organizational alignment, which denotes the 

images created either about the CEO him or herself, the vision for the future 

of the company and the trust in management, the clarity on the business 

strategy and current performance, by virtue of the CEO’s repetitive 

communication skills and rituals; 
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(v) Visibility, or the extent at which the CEO’s reputation is created by 

purposeful high exposure to social groups inside the company and externally. 

Individual TMT members’ micro-foundations 

Defined as the micro-foundations that reside with the individual members of the 

top management team that report to the CEO, this theme emerged as important because, in order 

for the CEO’s own underpinnings to be effective as well as relational underpinnings to be 

established, individual characteristics of the other member of the dyadic relationship need to 

exist. In its simplest terms, the CEO’s ambition and vision, for instance, will not enlist top 

management team members who are not motivated by ambitions goals and learning, which in 

turn won’t make possible the behavioral integration required for well-orchestrated 

transformative action. 

(i) TMT member cognition - intelligence, mental agility, and ambidexterity. 

The definition put forward by Adner and Helfat (2003); 

(ii) TMT member human capital - education and experiences: definition put 

forward by Adner and Helfat (2003); 

(iii) TMT member psychological dispositional traits: adaptability, flexibility, 

change and execution agility; comfort to challenge status quo and hierarchy; 

conciseness and focus; conscientiousness; motivated by ambitious goals and 

learning; personal accountability, drive for results, and focus on solutions 

not problems; structured, organized, and disciplined; 

(iv) TMT member social capital – connections; 

(v) TMT member's capabilities fit and complementarity, which entails the 

composite of micro-foundations belonging to the TMT in relation to each 

other. This is another important requirement for behavioral integration. 

 In what follows, case descriptions, analysis, and results for each one of the case 

studies performed are presented, sorted by company’s revenue size. Perhaps because of the 

homogeneity of the sample encompassing firms who have effectuated strategic change, the 

specificity of the strategic changes being studied in which case that provided the interviewees 

with a specific context to focus on, and the close proximity of the interviewees to the CEO, data 

saturation occurred in all cases, by which no new information or themes were observed in the 

data being gathered. (Guest et al., 2006). 
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 It is important to emphasize that, drawing from Sandelowski’s (2001) approach to 

the use of numbers in qualitative research, the data counting presented is intended as nominal 

data to consider the presence of themes and, as such, helpful to a clearer recognition of patterns 

among a vast volume of data. Such counting became essential to understand and synthesize 

interviewees' interpretations of the events as well as to ensure that all relevant emerging themes 

were accounted for and that themes were neither over nor underweighted. Numbers were used 

to confirm impressions originated from the researcher’s learnings from the literature reviews 

and deep immersion in the dataset. Lastly, and as suggested by Sandelowski (2001), as much 

as they were resourceful to avoid verbal counting, they were not used to count the uncountable.  

4.1 Qualpay 

4.1.1 Business background and insights 

Company 

 Headquartered in San Mateo, a city in Silicon Valley in California, the USA, 

Qualpay is a provider of integrated omnichannel payment processing solutions that enable 

merchants to accept in-person, online, mobile, mail, and telephone orders, via an integrated 

technology platform. They employ 35 full-time employees and are focused on customers based 

in the United States. Their annual revenue in 2019 was $15 million. 

  In the simplest terms, Qualpay intermediates transactions between merchants and 

their customers. It relays the payment, for instance from the customer’s checking account or 

credit card to the merchant’s depository bank account. The company provides businesses with 

an integrated payment gateway and merchant account, as well as an advanced payments 

platform that reconciles a transaction to cash. Traditionally, a business uses a separate gateway 

to their merchant account, causing issues in reconciling and adding multiple hops of data 

processing and adding operational costs in managing. 

 Qualpay was founded by 8 executives, all very experienced in the payment industry. 

They previously worked together at another company in the industry called Merchant e-

Solutions, which was formed in 2000 and later was sold to the Brazilian company Cielo, also a 

payment processing firm. Most of the leadership team of Merchant e-Solutions, including 

Qualpay’s CEO, came from Bank of America’s Merchant Services. In 2015, the company 

closed its Series A funding round totaling $8 million. 



149 

 

 Their platform covers the payment process end-to-end, spanning from underwriting 

and onboarding merchants, merchant account management, the payment functionalities 

themselves, and integrated reporting all the way to accounting. Payments can happen via check, 

credit card, and bank account debit (ACH), and payments are supported via online commerce, 

invoicing to customers, over the telephone, mobile payments, and either one-off or scheduled 

(recurring) subscriptions. As such, the company performs activities that are critical to its 

customers’ revenue in a regulated area where cybersecurity is also a major concern.  

 The market opportunity they set out to go after has its origins with the growth of e-

Commerce. Nowadays, shoppers have heightened expectations of a smooth shopping 

experience regardless of the way people are buying, whether that be via a web browser, 

mobile app or in-person, or with cash, card, check, or mobile wallet. Consequently, the 

moment of checkout became an operational capability critical to business revenue, as 

laborious payment experiences will increase transaction friction and jeopardize the 

conversion of shoppers into buyers by dissuading customers from completing the purchase 

transaction or by making them less likely to shop recurrently in the same website or store. 

 To drive revenue growth by reaching customers and consumers wherever their 

willingness to pay exists, businesses go to market via a myriad of channels, which increases 

coordination complexity for firms. According to an industry report written by Toplin (2019), 

“in-store payment methods are still on the rise in the US, comprising 89% of retail volume this 

year. Credit and debit cards continue to lead the segment, as cash and check usage slowly ticks 

downward”. He anticipates that e-commerce, particularly via personal computers followed by 

smartphones, will lead the way to become the top channel for purchasing growth and digital 

payment methods via new payment tools such as wearables, cars, and voice assistants will begin 

to give consumers even easier ways to pay. 

  Having all their customers’ purchase transactional data across all channels gathered 

in the same platform reduces business complexity and enables more personalized promotions. 

On the other hand, firms like Qualpay end up possessing sensitive information such as personal 

information, bank account, and credit card numbers of their customers and also the customers 

and consumers of their direct customers and, in such capacity, have data privacy 

accountabilities.  
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 The company is also expected to play a key role in following fraud prevention 

protocols applicable to both merchants and customers or consumers, set forth by regulatory 

requirements, as payments become increasingly effortless and create space for new types of 

fraud to emerge. In this regard, Qualpay has been involved in legal litigation that is a threat to 

its existence. They operated the credit card processing accounts of an allegedly fraudulent 

education program and accumulated $6.3 million in reserve provisions, in order to mitigate risk, 

in a separate account, held at an acquiring bank until the risk of trailing liability ends. The 

dispute is about whether the referred amount belongs to Qualpay or to the merchant. The fact 

that the company’s CEO is a lawyer has been a very critical human capital attribute of his in 

tackling this relevant threat.   

 According to Bruno, Denecker, and Niederkorn (2019) on McKinsey’s “Global 

Payments Report 2019”, the payments industry grew 6% in 2018 to $1.9 trillion, after an 11% 

growth the prior year. North America corresponds to $0.6 trillion (remaining shares are split as 

follows: APAC $0.9 trillion, EMEA $0.3, and LatAm $0.2). 65% of the total revenue pool in 

the US comes from consumer transactions, of which 34% are credit cards. The second-largest 

revenue item is at 17% and draws from fees on domestic transactions and account maintenance 

(non-credit card related). 

 The industry is certainly a mature one in the United States, given that the very first 

credit card was issued by Bank of America in the mid-’50s. Nevertheless, technology and the 

advent of e-Commerce have been visible disruption drivers. 

 Stripe and Square were mentioned as important industry players for Qualpay to 

monitor. According to secondary data, Stripe seems to promote its platform customization via 

API as well as more affordable and flexible billing but focuses only on online transactions. 

Square seems to enable more flexible payments wherever customers are, as some of its products 

convert mobile devices into a payment processor, although the card needs to be physically 

present at the moment of the transaction. According to the website www.crunchbase.com, 

Stripe has raised funding totaling $1 billion and Square $0.6 billion, to date. 

The company’s CEO  

 Craig Gass is Qualpay’s CEO since the company’s inception and also one of its co-

founders. He is a political science undergraduate and a lawyer by education and was chosen by 

the other 7 founders to hold the CEO position despite the fact that he had never been a CEO 
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before. He holds an Executive MBA. His professional career of over 30 years has been mainly 

as the General Counsel for Merchant e-Solutions and Bank of America’s payment processing 

company called Merchant Services. He is in his mid-60s. 

Strategic change 

 The process by which Qualpay was created and scaled up was the main change 

context in which the CEO’s impact was examined. The founders, after having their employment 

terminated with Merchant e-Solutions, sensed the opportunity to develop a native cloud 

platform hosted on the public cloud as a way to be the first company to offer a technology 

solution in the payments processing industry that enabled simpler integrations with downstream 

applications, leveraging the migration of many businesses to cloud as well.  

 Given the shifting consumer expectations with regards to simple payment 

experiences, by enabling businesses to move away from the fragmented layering of antiquated 

payment technologies seemed to be the right business opportunity to pursue, as the major 

players then had their application developed for the server environment, which had been a 

technology breakthrough at its time, migrating from mainframes, but became obsolete over 

time. 

 Not only does the cloud technology seem to have enabled a better customer 

experience, but it also has made it affordable for the founders to create the company in the first 

place. The public cloud-enabled the technology infrastructure to be paid in installments as a 

service, or variable operational expenses, which not only lowered the initial cash outlay but also 

enabled scalability. Developing a native cloud platform also favored the acquisition of new 

businesses as customers who also developed their own e-Commerce platforms for such an 

environment. The opposite would have been to invest their own limited capital and acquire 

servers in line with the company’s growth. 

 Subsequent to the company’s creation, there were at least two other strategic 

decisions made by Qualpay: expanding from leveraging independent sales organizations (ISOs) 

to developing independent software vendors (ISVs) and the focus on industry verticals, the first 

and most visible one being oil and gas, as a way to customize and consequently strive to 

differentiate its technology solutions to fulfill customer needs. 
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 Also vital to the company’s longevity is the continuous upgrade of its most 

important operational capability, the technology platform. They have seen competitors who 

were path-dependent on their sunk capabilities in mainframes and servers lose competitive 

advantage. 

Business results 

 The founders had limited funds at their disposal from the outset and managed to 

gather investors to help fund the firm. The company's revenue has more than doubled year-

over-year since 2014. Considering the criteria adopted by this study, they have been successful 

in realizing the main strategic change, which was to go live with the company and offer a cloud-

based payment processing platform. They currently have over 500 customers. 

4.1.2 Findings  

 Most likely due to Qualpay being a small company, the point of saturation or 

redundancy across interviewees was achieved by the end of the third interview. At the 

researcher’s discretion, an additional interviewee who has a somewhat more distant relation to 

the organization was added, in the hopes of uncovering new insights. Despite the fact that the 

additional interviewee mentioned similar aspects to the other interviewees, this source of 

information was considered secondary given the remote vantage point of the information 

source, and intentionally a very limited volume of data from this particular interview was coded.  

 Describing the findings at a high level first, in uncovering how Qualpay’s CEO 

impacted strategic change at the company, evidence of his direct influence was very visible in 

sensing and seizing opportunities as well as in transforming the firm’s resource base (Teece et 

al., 1997). He did so by leveraging several micro-foundations in his possession. He certainly 

applied his cognition, human capital, and social capital, underpinnings put forward by Adner 

and Helfat (2003) as well as many other underpinnings, which will be reviewed in detail later.  

 Table 12, which depicts the frequency of references made by the various 

interviewees in relation to the high-level themes uncovered from the data, demonstrates that 

both the direct impact on Qualpay’s dynamic capabilities and the CEO-related micro-

foundations together accounted for around 68% of all 367 references made by interviewees.  
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Table 12 

Reference frequency across all interviewees against themes at Qualpay 

 

Source: produced by the author 

Secondly, but equally important, such individual CEO attributes were able to be 

deployed and effective because of the intertwined manner with which relational micro-

foundations function. Both the CEO and the TMT micro-foundations were deployed in 

effectuating strategic changes because of the relationships that reside between him and his top 

management team. The CEO’s attributes played a leading role but were certainly amplified by 

the responses from his direct reports.  

This amplification occurred in different forms over time, for instance, in terms of 

TMT members offering complementary attributes to compensate for missing individual micro-

foundations, taking on areas of accountability from the CEO to execute the vision, helping 

cascade the vision and strategic focus among the employees at large. 

The company’s creation itself is a very illustrative episode of the above. The eight 

founders with decades of experience as employees of other firms in the payment industry 

combined with good command of cloud-native technology application development. Craig was 

the general counsel at the prior employer, a capability that the founders did not need at Qualpay, 

and he had never been a CEO before. Taking his human capital alone, most likely he would not 

have been invited to join the new company.  

The data indicated that it was other individual attributes, namely his cognition in 

terms of ability to articulate a clear vision and stay focused as well as some of his psychological 

dispositional traits pertaining to the approachability and interpersonal skills as well as 

adaptability, flexibility, and openness to experiences that enabled him not only to get the CEO 

job but also to draw from the other partners’ and employees’ micro-foundations to identify 
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opportunities, learn about the customer needs, and mobilize resources to create business 

opportunities for the firm.  

In terms of relational micro-foundations, the most frequently mentioned was the 

CEO leadership and followership, specifically the leader-follower processes of delegation and 

empowerment and alignment in a clear direction toward expected outcomes. Relational micro-

foundations are more similar to the behavioral integration described by Simsek (2009) than the 

social capital description by Adner and Helfat (2003). Their relevance for Qualpay is best 

exemplified via a quote from one of the interviewees: 

“Craig was the glue that kind of held us together because I think if it were just me, [partner 

name], and [partner name], perhaps we would not have pursued the idea of having our own business. 

He got us together.” “The skill set that he brought to the table was his leadership, his ability to look at 

a problem, guide people, listen, drive, and really just continue driving every day, turning up and 

continuing to listen and move”. 

To avoid overweighting the influence of interviewees with a higher volume of 

interview extracts coded to nodes, such patterns were not only searched for in the overall data 

sample but also by analyzing the individual perceptions of each interviewee, as illustrated in 

Table 13. The direct impact on the organization's dynamic capabilities, the CEO’s, and the 

relational micro-foundations figured much more frequently than the other micro-foundations 

uncovered.  

The direct impact of the CEO on the organizational dynamic capabilities happened 

most visibly by what Day and Schoemaker (2016) described as the peripheral vision for sensing 

(perception of early signs that a cloud-based platform would turn his human capital into a viable 

business) and organizational design for transforming (mobilization of resources to create the 

business opportunity.  

Moreover, similar to Adner and Helfat’s (2003) propositions, the findings indicate 

that the micro-foundations not only were frequently present by themselves but also in 

conjunction with each other. In addition to the interplay between cognition and human capital 

very clearly deployed since the company’s inception already mentioned, the group leveraged 

their relational micro-foundations to identify customer needs and ultimately mobilize resources 

– in some cases their own individual dynamic managerial capabilities – to capture value by 

launching an end-to-end payment platform very customized to the merchants’ needs. 
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Subsequently, they leveraged their managerial social capital to reach out initially to known 

individuals who could be interested in acquiring their solutions. 

On the opposite side in terms of discourse prevalence observed, very little focus 

seems to be actively given to reputational micro-foundations, which suggests that early on the 

firm’s scaling up journey, the CEO impacted strategic change mostly by leveraging his own 

micro-foundations as well as drawing from former and new relationships and less from his own 

or his company’s name brand. 

Moreover, there is an indication that organizational and individual TMT members' 

elements are somewhat blended, most likely due to the very few layers that separate the senior 

team from the other employees. 

Table 13  

Reference frequency per interviewee against themes at Qualpay 

 

Source: produced by the author 

Detailed analysis per theme pattern – Direct impact on organization dynamic capabilities 

Progressing on to describing the specific micro-foundations associated with which 

theme uncovered by which the CEO impacts strategic change, in relation to the direct impact 

that he exerts on the organization dynamic capabilities, his sense of ownership for “looking out 

for what is around the corner” was very evident.   

Table 14 describes the underlying elements by which the CEO of Qualpay impacted 

strategic change in the firm by acting directly on the organization’s dynamic capabilities.  The 

most frequently observed examples on how he effectuated such impact were related to decisions 

to mobilize resources to create new opportunities, followed by his concerns with the continued 

renewal of Qualpay’s software-as-a-service offerings by incorporating customer feedback.   



156 

 

Table 14  

Reference frequency per node against the direct impact on dynamic capabilities at Qualpay 

 
 

 

Source: produced by the author 

To this end, several actual examples were provided in which the CEO interacted 

directly with customers in a longitudinal matter (from initiating and nurturing social contacts 

that generated actual sales to following the customer onboarding through to completion). The 

data emanates an “always-on” opportunity sensing radar, through which identifying emerging 

opportunities, assessing customer needs, and the development of plans to exploit them were 

observed behaviors as well.  

The following passage from a conversation between the CEO and another 

interviewee illustrates well the process by which sensing through customer interaction helped 

Qualpay’s ordinary selling capabilities as well as dynamic seizing capabilities: 

“You are the CEO, you got to do that [sell], every CEO is a top salesperson, and you can 

be really helpful because you can go in and say I am the CEO, and will make that happen for you”. 

“Then he started making some calls, and he found out he kind of liked it. Plus, the fact that when you 

get information filtered back, it’s never the same as sitting down with a customer”. 

Another episode depicted the intricate process by which the multi-level micro-

foundations interact and produce a direct impact on the organization’s dynamic capabilities. 

Facilitated by the CEO and the TMT, the company went through a process of identifying new 

market verticals that could present relevant growth opportunities and were well suited for their 

offerings. Through scanning the external market to attract a top sales talent that could help 

execute the plan, a new employee who had strong human and social capital in the oil and gas 

industry was hired. 
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As Qualpay’s solutions can be applied to virtually any industry, by talking to the 

employee, the CEO and top management team decided to further customize the application to 

address the specific needs of the oil and gas sector. This move proved to be successful not only 

because of the profitable revenue growth that was generated but also because it enabled a 

strategic change to the company’s go-to-market from partner sellers to their own sales force 

focused on verticals. The transition would take the entire organization to adapt its current ways 

of working, as described below by one of the interviewees: 

“We did a capability analysis, worked with her [the new sales hire], picked out what the 

key features that we need to differentiate on, and the reason why it’s kind of mobilized in the whole 

company is that we had to change some of the features on the product, we had to support it and to be 

able to underwrite it correctly and also to be able to support it operationally, and then there’s a 

migration effort that happened, so actually it took the whole team to rise up and execute it”. 

Insofar as the strategic change manifested itself at the entire organization level, the 

CEO’s impact was visible virtually everywhere on this example and will be described as part 

of a detailed theme pattern. To highlight one micro-foundation that proved to be paramount, by 

leveraging his cognitive ability for clarity and sustained focus around the vision, he not only 

provided very clear direction through formal company presentations but also had to influence 

team members individually, repeat the same message constantly, point out behavioral 

deviations in public, and embed new rituals, for instance, the metrics to be reviewed in relation 

to the initiative. 

“In May he [the CEO] said we’re not going to do anything else, we’re not going to spend 

any more money on anything else except for this one thing”. “Craig was doing a lot of talking behind 

the scenes. It is funny how people’s memories work; we had to be reminded, otherwise we go back to 

old stories, and we get dragged back to the path we walked since we were here”. “We drifted away from 

the strategy, and Craig repeatedly said that we had to focus”. 

Detailed analysis per theme pattern – Individual CEO micro-foundations 

CEO-related micro-foundations were expected to be where most of the findings 

would occur given the research question and the theoretical support of the dynamic managerial 

capabilities framework. The three underpinnings of the model were found to be relevant, as 

posed by Adner and Helfat (2003). Moreover, managerial cognition played a more prominent 

role, similar to the propositions of Helfat and Peteraf (2015), as it was utilized by the CEO 

throughout the strategic change process. The CEO human capital, particularly related to 

industry experience and education were a reservoir of memory schema that his cognition 

enacted situationally. He seems to have been able to do so due to his self-efficacy, or self-belief. 



158 

 

An example was provided by one of the interviewees, in which the CEO 

downplayed his attorney skills when he needed to grow and be perceived as the chief executive 

newly appointed and, on the other hand, his Legal background is being paramount to support 

the company through a major litigation issue.  

“There’s a real stigma around being a lawyer in the Valley, which as it turns out, he’s the 

perfect CEO for this job because now he’s all financial and legal, and he’s got a huge background on 

both. “I think gaining confidence to be the CEO was certainly his biggest thing; he has really developed 

despite having two things against him: lack of prior CEO experience and being a lawyer in Silicon 

Valley”. 

Among the human capital attributes, industry experience was certainly the most 

critical not only in terms of the direct experiences the CEO himself lived through but 

predominantly the learnings that came from observing other CEOs and executives in the 

industry, which corroborates with Bandura’s (1984) social cognition theory propositions: 

“The things that have been the biggest benefit to me are just the experience in the payment 

space and in particular the technology piece, and the fact that I worked for 10 different CEOs in my 

career. And worked closely with them and saw them under times of stress. You sort of get a sense of why 

was this CEO successful, why were they not successful”. 

As to the third micro-foundation put forward by Adner and Helfat (2003), the 

managerial social capital was uncovered but did not come across as top of mind among 

interviewees.  

 Acknowledging the insights on the relevance of social capital were subtle, the 

ability to acquire and nurture new relationships as opposed to drawing from past ones revealed 

to be more critical to the firm’s growth and strategic change being pursued. Importantly, the 

social capital construct found resembles what Helfat and Peteraf (2015) posited as social 

cognition as opposed the extant definition of social capital in the original model, in the sense 

that it encompasses the capacity to understand the point of view of others, foster cooperation, 

build trust, overcome resistance, manage power relations. Such depth in relationships is 

required for social capital to be fruitful for concrete business growth opportunities.  

“The first merchant was [name of a member of the leadership team]’s college roommate 

but now we’re meeting people we don’t know”; “We have lots of contacts. We know a bunch of people 

in the business we’re always looking for good salespeople, technology people, product people, people 

that can help us understand verticals and niches where we might play well”. 

Table 15 summarizes the underpinnings identified. 
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Table 15 

 

Reference frequency per node against individual CEO micro-foundations at Qualpay 

 

Source: produced by the author 

Psychological traits emerged as a visible pattern as well, similar to Beck and 

Wiersema’s (2013) innate abilities. Such traits were important for Qualpay, given that the top 

management team is composed mainly of very experienced partners who, despite the fact that 

they had chosen Craig to be the CEO, also wanted to act independently and have a strong voice. 

Such approachability and adaptability certainly legitimizes his followership as a leader and is 

the vehicle in which the CEO draws from micro-foundations belonging to other individuals or 

residing at the other levels of analysis. 

“It’s refreshing to meet somebody that can be faced with opposition, differences, and then 

be willing to go: okay, let’s try”; “One of the benefits he’s had is that he’s incredibly honest, and he 

pretty much tells you what he thinks, and I think people probably find that a bit refreshing”. “Tactically 

he would meet with people one on one, so if there’s something, he’d address it”; “As you can’t do 

everything, you need the ideas that your own people have and then you need to synthesize them and set 

a direction”; “You are going to have really bad things that happen, and really good things that happen, 

and you need to be willing to talk about both, not just the good things”.  
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The expansion to the oil and gas industry mentioned previously is a useful episode 

of how all the CEO-related underpinnings interact in service of a strategic change. His 

managerial cognition came to play in several manners. Intelligence, mental agility, and 

ambidexterity enabled him to use his mental processes to address typical startup growing pains 

and, at the same time, continue to sense opportunities for the future.  

His openness to experiences (one of the Big Five dispositional traits for effective 

leadership from applied psychology) combined with his cognitive ability to understand and 

communicate complex topics clearly and to sustain focused attention over time enabled the 

process by which the CEO and the TMT explored various industries for expansion, analyzed 

the opportunity attractiveness and viability, decided where to invest in strong alignment with 

beliefs in terms of where the industry would go as well as their own personal values of customer 

centricity and technology differentiation, and executed it all the way through to completion. 

“My job is to figure out what’s next. I tend to look outside, because if you look inside, you 

get insular, you get groupthink. You don’t take into account ideas that are different”; you look to the 

people that are around you to help you take all of these different components and synthesize them. But 

somebody has to help them stay focused and stay going in that direction. And that to me sort of boils 

down to the leadership piece”. 

Lastly, here again the interdependence with micro-foundations that reside outside 

of the CEO is made visible. He was able to focus on what is next, draw from others' ideas, and 

be able to execute because, among other micro-foundations, he has a high bar on team quality 

and sees each hire as a crucial resource for the firm’s strategic change. 

“I think strategy is important. I think looking ahead is critical. I think understanding what 

the vision for the company is and how you lead forward is absolutely critical. But if you are not paying 

attention to execution, you will fail. From my perspective, execution is, to a really large extent, the 

people and just making sure you have good people and each one of those slots and they’re executing 

well, and if they’re not, then you have to figure out how to fix them”; “It’s not as easy as you would 

think to step into the market and with a clear vision and a clear technology play, and then implement 

because everything sort of shifts as you go. Implementation itself, though has a lot of strategy in it”. 

Detailed analysis per theme pattern – Relational CEO micro-foundations 

Micro-foundations that relate individual and organizational elements and therefore 

reside between the CEO, his leadership team, and the organization at large were almost equally 

present as individual micro-foundations pertaining to the CEO himself. This mainly due to the 

theoretical view that leadership and followership are two sides of the same coin. In other words, 

the CEO was effective in delegating and encouraging risk-taking as well as in providing 
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direction and guidance because there was an extremely strong behavioral integration at the top 

management team and, most likely due to his psychological dispositional traits already 

reviewed, he was able to intensively involve them in a transparent and authentic manner and, 

without losing his self-efficacy, he expects them to excel at their domain areas. 

 “I don’t want to tell them how to do it. My view is, if I’m telling them how to do it, they know 

less about it than I do, which is a problem”. 

Table 16 

Reference frequency per node against relational micro-foundations at Qualpay 

 

Source: produced by the author 

 Moreover, the behavioral integration at the top management team was fundamental 

for what the interviewees called sponsorship for his vision, in which they not only strove to 

execute accordingly but also were useful spokespeople towards the broader organization. 

Detailed analysis per theme pattern – Organizational micro-foundations 

 Not only has the CEO displayed a high bar on the talent that related directly with 

him but his example seems to trickle down in the organization, as shown on Table 17.  
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Table 17 

 

Reference frequency per node against organizational micro-foundations at Qualpay 

 
 

 

Source: produced by the author 

 The chief executive’s cognition and attention are invested in taking stock of 

whether the firm possesses the necessary skill sets in the company as well as external network 

in the industry verticals to compete for. The main concern being Sales and, more broadly, the 

workforce ability to use their own individual capabilities (cognition, motivation to change, 

human capital, experiences) in service of the strategic change.  

 The fast-paced technology sector might be one of the drivers for such orientation. 

Given the limitation of the resources, the company seemed to have managed to compensate the 

small number of employees by their long tenure in the industry as well as, at the time the 

business was created, more advanced knowledge of cloud-native software development. 

Established competitors ran on applications developed in mainframes. Anecdotally, as they 

were developing the software platform, they had two engineers working on it. They knew of 

another company that was trying to do the same thing and had 55. 

 The CEO also reconfigured the organization structure several times for 

cohesiveness and mitigation of silos. It seems that his attention to a conducive organization 

structure with meaningful roles to drive revenue growth fulfilled by as many top talents as 

possible is one of the ways in which he impacted strategic changes via transforming the firm’s 

resource base. In doing so, some of the same micro-foundations he possessed, he looks for in 

other people. 

 “It’s kind of a joke around here, I like to hire people with more degrees as opposed to 

fewer degrees. Not because I believe people with more degrees are smarter than people with fewer. But 

I think they’ve just sort of gone through the exercise of creating intellectual agility”. 
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 Lastly and equally important, an effective lever utilized by the CEO is the 

mobilization and sustaining of focus on the company’s vision and strategy, by which there is 

attention to frequent communication intended to make sure that the employees understand 

where the company is going. The main intent behind being that they stay focused on what the 

firm needs from them and gain awareness on the reasons for the strategic direction being 

pursued. This finding is aligned with Helfat and Peteraf’s (2015) proposition that managerial 

skill in using verbal and non-verbal language affects worker response to change and Ocasio et 

al.’s (2018) view on the interplay between executive communication and attention. 

Detailed analysis per theme pattern – Individual TMT members’ micro-foundations 

 Triggered by the focus of the research question being the CEO, the interviewees 

tended to attribute to him a material share of the reasons for the company’s strategic changes, 

as shown in Table 18. Nevertheless, in striving to draft a logic model that describes how the 

CEO at Qualpay impacts these changes, it is very likely that the individual micro-foundations 

related to his leadership team would not be depicted as crucial too. They serve as high-quality 

resources whose potential is enacted not only by themselves in search of their own fulfillment 

but amplified by the interaction with Craig’s individual micro-foundations as well as micro-

foundations that reside in their relationship and at the organization at large.  

Table 18  

 

Reference frequency per node against individual TMT member micro-foundations at Qualpay 

 

Source: produced by the author 

 At the very least, there were several episodes in the company’s history that could 

have led Qualpay to fail, if it was not for the action of its top management team members. For 

instance, one particular individual’s drive and persistence led to calling a financial institution 

every day until they got the funding they needed prior to having the software platform ready. 
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Another interviewee spoke about the fact that it was two engineers and another partner who 

said that they were going to try to do this, referring to actually developing an end-to-end 

payments platform in the cloud. They also persisted despite the fact that there were two or three 

instances in which it looked like they would fail. 

Insights from the most frequent nodes overall and logic model sketch 

The insights uncovered from nodes that were indicated by all interviewees are 

certainly an extremely oversimplified answer to the research question. Nevertheless, what they 

reveal is that one of the most important managerial services rendered by the CEO is clarity on 

the vision and, particularly, sustained focus on executing the most crucial priorities over time, 

as indicated in Table 19. Through the outstanding behavioral integration present in the 

leadership team and leveraging the CEO’s dispositional traits of adaptability and 

approachability, there is intense involvement of the TMT as a team and individually. They all 

leverage their own direct experiences in the industry and knowledge of cloud technology and 

use their past and mostly new connections to realize the firm’s strategic changes. 

Table 19 

 

References to nodes made by all interviewees at Qualpay 

 
 

Source: produced by the author 
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Lastly, most likely explained by the small company size, the direct impact of the 

CEO and the top management team in the firm’s dynamic capabilities were very clearly 

observable, which assigns even more importance on the micro-foundations that belong to these 

strategic actors as they have fewer additional resources, for instance reputational micro-

foundations, to compete with. 

 The sketch logic model below (Figure 15) is meant to highlight not only the several 

patterns of micro-foundations in an (over)simplified manner but also to indicate how they seem 

to interact with one another at Qualpay.   

Figure 15 

Logic model sketch – CEO’s influence on strategic change at QualPay 

Source: produced by the author 

Rival explanations 

Several of the types of rival explanations described by Yin (2018) could be at play 

in better understanding Qualpay’s strategic changes that are not related to the CEO. There is 

the possibility that they are a matter of chance, despite the fact that the vast majority of startups 

in Silicon Valley fail, coupled with the fact that the jury might still be out as the company is 
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relatively young and the investigator bias might be leading to premature conclusions at this 

point in time. Nevertheless, these don’t seem to be credible rival explanations. 

A more likely alternative explanation is the commingling one, in which it was not 

only the CEO but other developments and interventions that created the phenomenon. For one, 

Qualpay has hugely benefited from the disruption caused by the insurgence of the public cloud 

itself, which made the very idea of founding the company financially possible. Social trends 

towards e-commerce were also relevant forces. The data showed though that legacy industry 

players ran their applications either on servers or on hybrid infrastructure (server and cloud). 

Most probably due to legacy players’ own inability to sense, seize, and transform their own 

resource base, creating the space for new incumbents to fulfill. In other words, the technology 

and social trends were available to all players, but most did not act quickly enough, which leads 

to the counter-argument that both co-developments were available to be leveraged by all players 

and differentiated performance laid at the firm’s individual level. 

 Another potential alternative interpretation, which Yin (2018) called super rival, in 

which a force larger than but including the intervention accounts for the results, is that a 

company with 8 highly experienced partners could have transformed strategically with just 

about any of them being the CEO. This would be in alignment with the upper echelon’s theory 

that places stronger importance on the top management team as a whole. Insights indicated 

though that there were specific elements attributed to Craig in particular: 

“I think when I look at the weight of the company, he definitely took on the weight to make 

sure that there was enough money in the bank account to pay people, because when you start a business 

you have to be able to pay people, and he carries a lot of weight on his shoulders. And I couldn’t imagine 

honestly anybody else having been more successful than Craig”. 

Almost nonexistent secondary information sources about the company did not 

allow for findings triangulation beyond the different interviewees. 

4.2 Movile 

4.2.1 Business background and insights 

Company 

 Headquartered in Campinas, a one-million inhabitants city located 1.5 hours away 

from São Paulo/Brazil, Movile is the result of learnings from several ventures by its main 
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entrepreneur, Fabricio Bloisi, and his partners, the first being a company named Intraweb, 

founded by Fabricio and a college classmate right after graduating from college in 1998.  

 Intraweb was absorbed by the company GoWapCorp, also founded by Fabricio, 

which received venture capital funding from the Brazilian venture capital firm Rio Bravo. The 

business was focused on enterprise market data solutions through mobile phones, and it was 

renamed to Compera in 2002. Compera developed applications for mobile phones with 

capabilities such as calling, text messaging, and Internet access. Text messaging, the company’s 

most successful product line at the time, entailed sourcing the content, creating the technology 

infrastructure to deliver it, and establishing relationships with telecom companies that were 

critical partners for distribution. 

 Since then, as summarized by Applegate, Werker, Peinado, & Otazo (2015) and 

other secondary sources, the company has gone through numerous strategic changes in terms 

of the portfolio of businesses and has also experienced exponential growth. Movile expanded 

internationally to become a global technology firm with 16 offices in Latin America, France, 

and the United States, after learning from failures in at least two attempts to expand to Northern 

Latin America and also to the USA.  

 They merged with nTime in 2007 and, on that same year, a mobile marketing 

company called Movile was acquired and the group became the largest mobile services 

company in Brazil. Compera acquired Yavox in 2009, which added capabilities in business-to-

business to offer mobile payments and mobile commerce. Compera was rebranded in 2010 to 

Movile and acquired CycleLogic in the same year, aiming at strengthening strong relationships 

with telecom providers in Mexico, Colombia, Argentina, and Venezuela. Movile opened an 

office in Silicon Valley in 2012. 

 Moreover, two of the arguably most successful strategic decisions for Movile took 

place in 2013. They launched PlayKids, which became the top-grossing internationally-

acclaimed platform with cartoons, books, and activities for kids, present in over 120 countries. 

They also acquired 60% of iFood, the market leader mobile ordering and food delivery platform 

in Latin America, with 100% annual growth in recent years. For scale comparison purposes, in 

2019 iFood delivered 390,000 meal orders per day, whereas the American industry leader 

Grubhub delivered 410,000. iFood’s $500 million was the highest amount of investment 
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received by a Latin American startup.  At its early states, iFood hasd30 employees. Currently, 

they are 3.000. 

 LBS Local, the company that used to own the platforms Apontador and Maplink, 

was bought by Movile in 2014 for approximately BRL36 million. In 2016, the company 

invested BRL16 million in Sympla, a ticketing and event management platform that offers tools 

and solutions that connect attendees and event planners. The messaging and content business 

was spun off to create a company called Wavy in 2018, the same year in which Movile invested 

in the company Zoop and created Movile Pay. 

 Nowadays, Movile defines itself on the company website as a “holding company 

that is forming an ecosystem composed of several technology companies, focused mainly on 

the pillars: food and groceries, tickets, content and services, and payments and financial 

services”. The company views itself playing “a role similar to a venture capital firm that makes 

equity investments in a variety of mobile startups […] that will be able to leverage our on-

demand mobile product expertise, and broad-based relationships as part of our ecosystem” 

(Applegate et al., 2015, p.2).  

 In the same Harvard Business School case study, Eduardo Henrique, the founder of 

Movile who sold the company to the Compera group and remained a partner of the business, 

mentioned other capabilities that the company is able to leverage such as “their expertise in 

mobile and relationships with partners like Facebook, Google, Apple and mobile carriers to 

help emerging entrepreneurial ventures to scale” (Applegate et al., 2015, p.11). Movile was the 

largest buyer of advertising on Facebook in Latin America (Applegate et al., 2015, p.13). 

 The market opportunities they set out to go after seem to be originated from clarity 

on the organizational capabilities possessed by Movile, as opposed to choosing specific 

industries and then setting themselves up to play. There are indications that they see the dividing 

lines among industries rather blurrily, if not nonexistent, which is reflected on their somewhat 

generic vision statement for the firm of improving the lives of at least one billion people through 

their technology platforms. 

  According to Applegate et al. (2015), the company was at the center of a complex 

ecosystem that included telecom carriers, content providers, app distributors, global consumers, 

local merchants, and investors and they strove to leverage their position in industries where 
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their learnings from different business models and ventures that both failed and succeeded could 

become advantages. 

 The Movile holding employs approximately 4,000 full-time employees and has 

received investors funding north of $400 million, according to the website 

www.crunchbase.com. Movile was considered the third most desirable employer in Brazil in 

2019 by the website www.linkedin.com. The firm claims to have a culture that is strongly 

influenced by the management system endorsed by the owners of the Brazilian-American 

multibillion-dollar investment firm, 3G Capital as well as by Google. Gente Firme, is their 

declared expectations of all employees, and firme stands for: focused on the customer, 

innovative, results-driven, meritocratic, and ethical. In 2019, the company announced that all 

employees would go through several artificial intelligence training programs. Movile’s AI 

academy, called R&D Lab, employs approximately 100 data scientists.  

 As to Movile’s competitors and consumers, they vary substantially across the 

portfolio companies as one could expect. Pertaining to the competitors to the two most 

successful businesses, Applegate et al. (2015) mentioned the YouTube Kids as a new player 

that could certainly impact Play Kids. Moreover, the fast-growing online food ordering and 

food delivery market has attracted international players such as Rappi in 2015, Glovo in  

2015, and UberEats in 2016 although their presence has not to this date slowed iFood’s 

growth. Likely due to facts such as the company being first to market, strong brand 

recognition by consumers, and the relationships with restaurants. 

 The profile of iFood consumers is predominantly comprised of the upper-middle 

class in the Southeast and Northeast of Brazil (69%), men (54%) who consume delivered food 

once a week in 56% of the cases, followed by 18% twice a week, and 14% more frequently 

than twice a week. 67% of the orders are weekend dinners for couples with children. Only 

8% of consumers are single or live alone. Surprisingly, despite the digital capabilities of 

Movile and iFood, 62% of the orders are placed via phone. The remaining 38% is placed via 

smartphones. The source was a survey sponsored by iFood in 2016 with 1,800 of its users 

throughout the country. It was not possible to gather secondary data information about the 

user profile of PlayKids. 

 

 

http://www.crunchbase.com/
http://www.linkedin.com/
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The company’s CEO  

 Fabricio Bloisi was born in Bahia in the Northeast of Brazil. He founded Movile 

right after completing his Bachelor’s degree in Computer Science from UNICAMP and 

remained as the company’s CEO until April/2019, when he became the chair of the board as 

well as the CEO of iFood, the largest company of the Movile group. He also holds an 

MSc/MBA degree from Fundação Getulio Vargas, which he completed in 2008 with a 

dissertation about high-growth technology start-ups. In several instances of interviews made 

public, Fabricio seemed to strongly emphasize his education as well as the education of his 

business partners and employees as key enablers of business growth. An interview for a 

renowned Brazilian magazine called Veja (Correa, 2017) is illustrative of that, in which he 

stated that he believes that his undergraduate and graduate studies were fundamental for the 

growth of Movile. Bloisi also attended an executive development program at Stanford Business 

School in 2013 and is attending an executive development program at Harvard Business School 

for business owners.  

 He serves on the board of the Mobile Entertainment Forum and is Chairman of H2 

and Unicamp Ventures, acting as an angel investor and start-up mentor. He is known for being 

an avid reader, using social media platforms to share reading suggestions with his followers. 

Fabricio is 43 years old. 

 The multitude of secondary sources depicting Fabricio’s attendance both as a guest 

speaker and as part of the audience to events in Brazil and Silicon Valley in California, as well 

as his authorship of articles online suggest that he invests time sensing and seizing opportunities 

via networking domestically and internationally with a growing interest in China as a market 

that has the scale, breakthrough technology, and also socio-economical similarities to emerging 

markets in Latin America.  

 Moreover, several secondary data sources demonstrate that since Movile’s early 

stages, Fabricio’s ambition was for Movile to become a global company despite all country-

specific disadvantages Brazilian entrepreneurs face, such as costly cost of capital, scarcity of 

skilled labor, language barriers to global business growth, just to name a few. He is quoted in 

several publicly available information sources rallying Brazilian entrepreneurs to think “big”, 

to work and study hard, and to approach problems with a lean startup mindset, in which 

minimally viable products are launched in a matter of days and learnings from real data are 
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utilized to continuously adapt solutions until they are perfected and become commercially 

successful. Via a video on YouTube, he dared Brazilians to spend more time studying and 

working hard than complaining and using the Government as excuses and rely on themselves 

and their “mental discipline”. 

 The importance that he assigns to social capital was made evident by Fabricio Bloisi 

in a Harvard Business School case study: “we spent a lot of time building relationships with the 

right people at the major Brazilian telecom carriers. Without them, we would not have been 

able to enter the market” (Applegate et al., 2015, p.2). The same case study indicated that the 

lack of local markets and customers to form the relationships needed to grow led to the failure 

of international expansion to Peru, Mexico, and Spain. 

Strategic change  

 The strategic change focus of this case study is Movile’s broad resource base 

transformation and exponential growth since its inception, as a provider of text messages and 

ringtones solutions for the telecom sector to what the company has become: a holding 

organization that creates value via strategic investments by leveraging their technology and 

other organization capabilities.  

Business results  

 Movile financials are not public. It has not been possible to gain any concrete 

confirmation of its revenue and profitability, other than via the obvious revenue growth given 

the acquisitions made, in addition to statements made by interviewees suggesting that the 

company is very profitable. Its main investors Naspers (a global internet and entertainment 

group and one of the largest technology investors in the world) and Innova Capital (global 

Venture Capital and Private Equity firm) have been injecting new funds respectively since 

2008 and 2014 to enable additional M&A and organic growth-generating activities. 

 They are one of the very few Brazilian unicorns and market share leader in several 

of their ventures. By triangulating several disperse data points, the researcher estimates they 

revenue to be around BRL20 billion in 2019, but this number is not confirmed by Movile. 

 Moreover, Applegate et al. (2015, p.12) summarized the progress made by Movile 

between the years 2008 and 2015: “the company had strong leadership, governance, 

management systems, and a culture that made it unique in Brazil. The company’s revenue 
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had grown 100 times since it first received funds from Naspers in 2008, margins had increased 

substantially, and the company had become profitable. […] the cash generated from its 

operations was starting to allow it to fund its own growth”.  

4.2.2 Findings 

 The consolidated view of all references made by all interviewees indicates that 

CEO-related individual micro-foundations of strategic change are extremely prevalent, 

followed by organizational micro-foundations that were created due to his leadership and 

amplified and sustained via relational micro-foundations that connect him to the leadership 

team and the organization at large. Movile seems to be a very visible example of a social 

group that applies the behavior of individual employees (leveraging their cognition, 

behaviors, and emotions), in productive relationships, well-orchestrated in service of resource 

dynamization (Salvato & Vassolo, 2018). This is because the high-level results illustrated in 

Table 20 suggest, similarly to the propositions by Kurtmollaiev (2020) that the impact on the 

sensing, seizing, and transforming components of the firm dynamic capabilities happened via 

a broad base group of employees, as opposed to by the CEO individually. 

Table 20 

 

Reference frequency across all interviewees against themes at Movile 

 

Source: produced by the author 

 Table 21 presents the same information rank-ordered by the frequency of references 

per interviewee, as opposed to across all interviewees. CEO-related individual micro-

foundations continue to figure at the top of the list of all but one respondent. Organizational 

micro-foundations nurtured by the CEO are a very strong second in all cases but one. There 

was high redundancy across interviewees, indicated by the fact that in 55 out of the 94 nodes, 

at least 3 individuals interviewed mentioned the same aspect. The strongest patterns recognized 

were related to the company’s management system rituals intertwined with the culture model 
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hardwired and visibly enforced throughout the organization. They will be reviewed in detail 

later but all interviewees attribute Movile’s ongoing strategic changes to its management 

system and it is culture model hardwired in the organization. 

Table 21  

 

Reference frequency per interviewee against themes at Movile 

 

Source: produced by the author 

 The relevance of the micro-foundations present among the top management team 

members and reputational micro-foundations were considered more important by the CEO than 

most other interviewees. Due to his strong presence in the company, others tend to attribute to 

him higher participation in the company’s strategic changes than he did himself. As a matter of 

fact, his view that the CEO is certainly an important actor, but it would be too simplistic to 

accept that it is all it takes for companies to succeed. 

 An extract from the interview with Fabricio illustrates his view well. 

“I think I am good at sensing opportunities and thinking big but attributing Movile’s 

success to me seems to be a bit of a lazy explanation”; “You have an idea, everything goes wrong despite 

your belief that they were good ideas. You become a bit insecure, you lose talents and money along the 

way, then you get one idea right but the following one goes wrong again. Many people help you, you 

learn tons of stuff, attend a training program, read a book, hire extremely talented people, and things 

start to work out. Nobody wants to talk about the 10 years of maturing the system. They rather focus on 

the heroic CEO”. 

Detailed analysis per theme pattern – Individual CEO micro-foundations 

The CEO dispositional traits play a disproportionally visible role among the micro-

foundations pertaining to the Movile’s chief executive, and they were comprised of many 

elements (Table 22). His ambition and vision have not only been uncovered as a behavioral 

pattern for himself but also one that he instills in others throughout the company. His natural 

inclination to “dream big” initially identified through secondary data emerged from the primary 
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data gathered as well. The same applies to his very high locus of control. It is also part of his 

cognitive beliefs that ambitious aspirations drive people to achieve more than they would 

otherwise. This orientation draws a tremendous amount of organizational alignment and 

attentional engagement (Ocasio et al., 2018). 

“My role as the CEO is to deconstruct the ceiling that people see for themselves”; “The 

first thing is that Fabricio plays a very visionary role in the company. He challenges and raises the bar 

for everyone, he provokes us with goals that we have no clue how to attain but, of course, in his mind, 

there is a rationale for it”; “He inspires us to improve things 10 times, not 10%”. 

The second most recognizable pattern is his orientation to data, particularly related 

early indications of how the company’s initiatives are performing, mostly regarding customers 

and product adoption rates. There was an overabundance of examples provided by all 

interviewees where his orientation to data, be it lagging operational and financial indicators or 

leading indicators related to customer satisfaction as well as preliminary measurements of key 

initiatives, aided not only focus on performance improvement but also rapid decision making 

on resource allocation.  

This personal characteristic also adds credibility to his ambitious dreams, as it leads 

to these aspirations being shaped in quantifiable and time-bound manners as opposed to vague 

wishful thoughts. Orientation to data also makes tracking progress toward goal attainment very 

visible to all, both through frequent leadership and all-employee meetings but also on monitors 

placed throughout their officers. In turn, this micro-foundation is effective at least in part due 

to its intertwinement with Fabricio’s cognitive abilities, as goals are conceived in a great deal 

of deductive logic and, therefore, stand a chance of being attained.  

Fabricio also redefines the traditional way in which CEOs stay in touch with 

customers. His orientation to data steers him towards studying user behavior and satisfaction 

data as opposed to investing time on personal interactions with them. 

As Table 22 illustrates, the CEO’s cognitive capabilities are another pattern visibly 

recognizable, in terms of his intelligence, mental agility, and specially ambidexterity (ruthless 

disciplined execution combined with intellectual curiosity and mental agility), his ability to 

provide clarity and focus around the company’s vision, his expansive framing (ability to 

augment the potentiality of business opportunities by reframing the way he and others look at 

them), and his own self-reflection and self-improvement.  
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“He has huge multifunctional capabilities, from strategy, to finance, to technology, to 

business in general and is extremely versatile dovetailing efficiency and growth discussions”; “He is 

also very studious. He is curious about artificial intelligence, synthetic biology, or just about anything. 

He reads a lot’; “It is common in Tech to see leaders who are good at starting things up without 

execution and financial discipline. Fabricio plays both roles very well”. 

Table 22 

 

Reference frequency per node against individual CEO micro-foundations at Movile 

 

Source: produced by the author 
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Despite the rather obvious personal attributes in possession of the CEO that support 

his approach in implementing strategic changes, he does not assign to these attributes most of 

the reasons for these outcomes, apparently because he does not think that the reality is always 

perfect nor that the dependence on him alone would make the company grow. This is aligned 

with Kurtmollaiev’s (2020) view that it is the gathering of interactions among human beings 

that create, extend, and modify Movile’s resources. It became evident through identified 

patterns that, without the CEO impact, Movile would not be the same company as visible traces 

of his transformational leadership style (Burns, 1978) are in every single crucial episode of the 

company’s trajectory.  

“My job as the CEO is not to do anything necessarily outstanding or have a brilliant idea. 

I will surely have 95 bad ideas out of every 100 ideas. All it takes is one or two successes and, ideally, 

have fewer bad ideas than other companies”. 

There was evidence that he places a high bar on the quality of the talent that works 

directly for him and any employee in the company and is prepared to stand behind the 

consequences in service of sustaining this capability at the organizational level. This pattern 

was sustained across interviewees, and the researcher saw a slide deck used to present Movile’s 

culture principles, which states these consequences, partially illustrated his quote below:  

“It is absolutely true that we celebrate and have a fun work environment. Nevertheless, as 

the CEO, I make it clear to all that there are trade-offs and some pain caused by the choices we make. 

For instance, the fast-paced workload requires people to believe and be very passionate about what 

they do. We need to exit people quickly if they are not performing, and we don’t make a hiring decision 

until we find top talents. They will need to study hard too, as I want my teams to have extreme exposure 

to the best practices and content available globally”. 

One could see how the drive for excellence on self and others might potentially 

derail relationships but this risk does not seem to materialize because of his approachability, 

his congruence between words, behaviors, and actions. Also, his resilience and persistence 

despite setbacks, confirmed through the way he approached failures described on secondary 

sources consulted, likely supported by his self-efficacy and achievement motivation, seems to 

fuel his ability to hold high expectations for others. The quote from direct reports depicts it 

well: 

“We never had private offices, we are totally against bureaucracy”; “His ability not to let 

setbacks and problems dissuade him and also to move on after failures is enormous”; “Fabricio is the 

kind of guy that, after you have a meeting with him, you say to yourself that you should have done more. 

His natural ability to explain why and assign meaning to tasks is enviable”. 
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Lastly, there is another nested group of individual underpinnings that combined 

suggest another way in which the CEO impacts strategic changes at Movile. They are his risk 

willingness, his comfort with conflicts, difficult conversations, and trade-offs, and his 

pragmatism, discipline, and orientation to execution. Through his cognition, he attributes to risk 

taking the longevity of the company (one of the interviewees literally said that “not taking risks 

is very risky for their business”).  

Moreover, intense and frequent debates among many leaders are likely to enhance 

the quality of the initiatives underpinning risk areas with the highest payoffs. They yield 

individual and team behavioral integration, both crucial for organizational ambidexterity.  This, 

combined with the pragmatism and discipline required not to compromise the management 

system that should either drive execution towards outcomes or early abortion of failing 

initiatives and redeployment of resources. A high number of these initiatives running in a well-

oiled management system to avoid focus and alignment losses actually reduces the risk of risk-

taking. It also leads the CEO to be less committed to a certain course of action, given the 

abundance of viable options to achieve overall outcomes.   

Detailed analysis per theme pattern – Organizational micro-foundations 

Much of the way through which the CEO impacts strategic change on this case is 

possible because of the interplay between individual micro-foundations belonging to him and 

the organization’s management model and human capital practices not only introduced by him, 

but also and most importantly, thoughtfully and purposefully embedded by him in 

organizational guidelines, policies, processes, rituals, and symbols, which are enacted by the 

individual employees in the company. Out of the five cases studied, this particular theme has 

the most recognizable and detailed pattern at Movile and indicative of a way by which the CEO 

can instill structural ambidexterity in an organization (Gibson & Birkinshaw, 2004). 

As Table 23 illustrates, a management system filled with sacred social rituals that 

enable disciplined exploitation and agile exploration is in place. Indications that particularly the 

management model has played a differentiating role are two, illustrated by quotes from 

interviewees: the company itself did not adopt this model since its inception and they believe 

that its absence led to issues early on, issues corroborated by Applegate et al. (2015). Moreover, 

profitability and revenue growth in acquired companies improved after the management and 

culture models were deployed.  



178 

 

 “Our first acquisition was a complete failure. It became very political, we were overstaffed at 

the top, nothing got decided and executed, in particular the most needed but hard decisions to make. 

Things started to change in 2007 with our management model”; “It is easy to see the business impact 

of our model because since 2011 we started to invest in companies and replicate the approach”; “We 

have 10 businesses. All of them perform steadily way above average. It boils down to our management 

system and culture model”.  

  

Table 23 

 

Reference frequency per node against organizational micro-foundations at Movile 

 

Source: produced by the author 

Unpacking the logic model behind the organizational micro-foundations, there 

seem to be managerial cognitive steps (by the CEO and at least the TMT members) that precede 

the initiation of the vision and strategy formulation and execution processes. At first, there is 

an overabundance of ideas, depicted by one of the interviewees as “moonshots”. Through the 

visible and frequent involvement of the top 200 employees that religiously meet monthly (two 

or three times a year in a face-to-face manner), sacred rituals take place and create room for the 

CEO to extend the impact of his own micro-foundations to the organizational level.  
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There are particular times of the year in which the exploration of big dreams or bets 

is the focus. There is intense debate and people are expected to be very present, participate and 

add value. After the wide swim lanes are established, they are prioritized through cross-

functional lenses with intense participation. Trade-offs are made explicit and accountability per 

each initiative is assigned to very small teams (ideally cross-functionally). Short-term 

deliverables and success measures are defined in detail. This not only gives clarity and focus 

but it also sends clear signals to the organization about initiatives that will not be initiated, to 

avoid distraction and personal preference projects that waste resources. This is an interesting 

way to address Powell’s (2004) concerns about execution holes as well as organization politics 

issues that make individuals hold on to budgets as a symbol of power. The volume of priorities 

is commensurate with resources, particularly people available. For new projects to be 

prioritized, other activities are either accomplished or taken off the list, which happens 

dynamically once early results are available in relation to performance rates of ongoing 

initiatives. 

“Our management system starts with the mandate to yield innovation so we must come out 

of it with some 50 promising initiatives and manage them as a portfolio”; “We have no clue whether 

the ideas will ever materialize. At first, some people get lost wondering how they will achieve the 

moonshots but after a while they almost always find a way. If we don’t but did everything right, it is OK, 

we move on”.  

This is when the disciplined execution starts to be effectuated. Once again, the how 

question is very important, as practices at Movile are easily imitated if taken by their face value. 

There is full transparency on performance at the individual level on a monthly basis and 

commitments are not forgotten. Most likely, the CEO’s drive for results and resilience make 

his presence during the rituals a strong signal of their importance. Some interviewees said that 

the most strategic initiatives are actually reviewed by him with the initiative owner on a weekly 

basis. The dynamic resource allocation is particularly insightful through the resource-based 

view lenses. It happens in a very agile manner. All initiatives at first receive somewhat modest 

financial resources, which is in line with the secondary data available related to the lean startup 

mindset. The performance monitoring of early feedback from customers determines future 

resource allocation steps, always striving to avoid undermining growth potential because of 

underfunding or wasting resources with failing initiatives. There is also apparent patience to 

retain investments in initiatives that have not yet yielded the targeted results, although it is 

expected a change of approach to test different ways to deliver on the commitments.  
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“This model breaks down huge opportunities in small interconnected slices, which are 

assigned to 2-3 individuals maximum. You will never see any initiative with more people than that and 

you will never see any deliverable that is due more than 30 days out. Small teams, thinking big, and 

being held accountable to make a visible impact in hours and few days, and quickly adapting approaches 

and resources based on performance data”; “There is a huge discipline in going over each initiative 

all exposing the brutal performance facts”. 

The interviewees all spoke very proudly of the management system, which might 

be an indication that other micro-foundations need to be present, including in themselves, for 

the management system to have a positive effect in driving strategic changes. Just to illustrate 

a few aspects that reside in other levels of analysis to be reviewed later, the top leaders need to 

be self-effective, be orientated to ambitious goals, comfortable with confronting their own 

performance in front of large groups, and with pushing back in the face of authority. Moreover, 

the caliber of the talent at the organization needs to be aligned with the abilities to think more 

systemically (beyond one’s own silos and domain expertise, for instance) about initiatives. 

Ultimately, it seems as though the difference lies in the fact that the management system is very 

real in the company, as opposed to being performed in a bureaucratic manner. Approached the 

way Movile does, its management system is a social institution filled with intentional behavior 

(Kurtmollaiev, 2020) that helps individuals achieve integration. 

It was not only unanimous among the interviewees that the management system is 

key to the company’s strategic changes but also that it has shaped the company’s culture model, 

which reciprocally helps the management system to work even more effectively, as it clarifies 

and enforces behavioral expectations from people, via hardwiring these requirements from 

hiring, to performance management, employee development and promotions, and 

communications. 

    “We went through a natural evolution of the management system into our culture model, 

and much of it emanates from Fabricio since the beginning”; “The company culture rejects low 

performance, it is not only me [CEO] anymore, we simply cannot have it given the pace we operate”; 

“People are fired here not because they failed but because they did not learn from it; if you don’t have 

any failure, it is equally troublesome, because it means you did not risk enough”.  

Movile’s orientation to a strong culture model and to attract and retain top talent 

seems to require for effectiveness what Collins (2020) described as high commitment human 

resources. The way the CEO impacts strategic changes at Movile through the people is by 

tightly embedding consequences from the management system and culture model into the HR 

practices not only when they mean positive outcomes for individuals but also when 

consequences that could be considered the adverse need to be managed, as illustrated by an 



181 

 

earlier quote from him. Moreover, there seems to be a deeply rooted belief that the 

organization’s human capital creates a competitive advantage for Movile and, as such, needs to 

be continuously challenged and developed. For instance, accelerated promotions happen (and 

are made visible) for the employees with strong cognitive capabilities, performance against 

goals, and adherence to the culture model. High investments in office locations and setup, 

employee benefits, advanced learning opportunities, are offered. Similarly to the company 

moonshots, individuals are asked to make their own personal big dreams visible across offices 

and stimulated to make concrete progress towards them. The high commitment human 

resources approach seems to be a key component for the high expectations management model 

to drive the appropriate behavior.  

Detailed analysis per theme pattern – Relational micro-foundations 

There is certainly an immense admiration and trust by the TMT toward the CEO 

and vice-versa, which indicates that despite the fact that Movile’s management system enlists 

the capabilities of most if not all employees in the organization, the upper echelon plays a 

disproportionally more critical role on strategic changes in particular. As during the coding 

process, assigning the same extract to several nodes was avoided to increase distinct pattern 

recognition, most references were prioritized more broadly as part of the chief executive’s 

ability to lead and to create followership, as shown in Table 24. Once more, the management 

model creates numerous instances in which relationships that reside between him and the top 

management team but also between him and the remaining top leaders in the organization take 

place. This intensity, combined with his insatiable orientation to think and dream big, has been 

mentioned numerous times as an important enabler for others around him to reframe their 

approach towards more ambitious goals.  

The inclusiveness of the management system seems to neutralize to some extent, 

the positional power that is assigned to the CEO. Many of the features are shaped by him as he 

is the ultimate decision-maker (Jones and Cannella, 2012) but, being rigid about the ritual but 

not about the content, an environment of influence as an iterative process that resides within 

social relationships, never in individual actors, is put in place (Olsen et al., 2019).   

From his side of the relational micro-foundations, there were numerous examples 

in which he took the time to attend to direct reports even in the busiest, most adverse moments. 

Moreover, he is informal and very accessible, regardless of organizational layers.  
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Table 24 

 

Reference frequency per node against relational micro-foundations at Movile 

 

Source: produced by the author 

Detailed analysis per theme pattern – Direct impact on organization dynamic capabilities 

 The sheer history of Movile as a company is the ultimate testimony of the firm’s 

ability to transform its resource base via dynamic capabilities. The most differentiating pattern 

versus the other cases studied is arguably originated via one individual micro-foundation that 

resides at the CEO level, which is his orientation to data. This orientation has been amplified 

through the management system that he chose to implement at the company, specifically via 

the already mentioned early performance assessment of strategic initiatives through the lenses 

of the ultimate customer or user.  

They also review customer feedback from offerings that are already part of the 

portfolio (to enhance their analytics capabilities, they replaced their call center solutions three 

times in the recent past), which is more aligned with nurturing operational than dynamic 

capabilities. By the frequent involvement of the top leaders in the monthly performance 

reviews, learnings from the several initiatives are incorporated across where relevant. 

Given its organic growth nature, the inception of PlayKids since the identification 

of the need all the way through the mobilization of resources to create opportunities and capture 

value was particularly well illustrated by a top management team member. 
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“When PlayKids came about, we had launched some very simple apps. One for kids, one 

for music, one for soccer games. We took two or three days to develop them. We measured how the 

various user groups reacted. Early enough we learned that the app for kids was special. The demand 

and willingness to pay were higher. We improved the app, tested once more, got positive responses, 

made a huge investment, traveled the world, and created the top-grossing game for kids globally”.  

Table 25 

Reference frequency per node against the direct impact on dynamic capabilities at Movile 

 

Source: produced by the author 

Detailed analysis per theme pattern – Individual TMT members’ micro-foundations 

 Not surprisingly, given the multilevel and nested nature of the research question, 

and in alignment with the upper echelons theory and leadership approach propositions, the 

micro-foundations that reside with the top management team members are certainly not an 

irrelevant pattern. 

 Firstly, given the strong micro-foundations pertaining to the CEO, for the top 

management team to be accretive to his dynamic managerial capabilities, they display the 

personality traits that give them the courage to challenge hierarchy keeping the relationships 

productive. Additionally, their achievement motivation helps bounce back from failures and 

not have their self-efficacy weakened by public discussions about their mistaken decisions or 

poor results. This is because, arguably, these practices that are part of the management system 

are probably less taxing for the founder and CEO than for the remaining individuals. 

Throughout the interviews, it became very evident that the top management team members 

themselves are mentally agile and put in practice the ambidexterity preached by Fabricio. Table 

26 summarizes the emerging patterns. 
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Table 26 

 

Reference frequency per node against individual TMT member micro-foundations at Movile 

 

Source: produced by the author  

As indicated earlier, the high commitment people policies seem to work well in 

conjunction with the dispositional orientations of the top management team. A few of the 

interviewees said that if the company was not so dynamic and ambitious, they would find it 

boring to work there.   

  “Our efforts are not only to benefit Fabricio, nor to only benefit Movile. Everyone knows 

that meritocracy will help you individually, personally and professionally as well”; “It was very cool 

when we competed in hackathons abroad and won against Facebook”; “I remember spending the 

weekend looking at some technical features for PlayKids that I developed myself. I was interested in 

learning which kinds of payment options people chose the most, which comments they wrote, what they 

most cared about, and where there were problems”. 

Lastly, the CEO visible orientation to self-improvement and learning permeates the 

leadership team and is illustrated by a few examples from TMT members: 

“Our radar is always on, we are always exchanging readings, and everyone is very current 

on what is happening in the industries we operate and with technology, of course. It has been like this 

since the very beginning. […] This is how ideas are generated and then we embed them in our 

processes”; “If the CEO has time to read and write so much, how can we say we don’t?”.  

Detailed analysis per theme pattern – Reputational micro-foundations 

 The CEO’s orientation to ambitious goals amplified by numerous organizational 

rituals as well as the management system and culture model are so tightly hardwired in the 

organization practices that certainly have created reputational micro-foundations. Table 27 
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indicates both patterns. Signaling for self-selection and mastery modeling will be the focus, 

given that other aspects have already been covered. 

Table 27 

 

Reference frequency per node against reputational micro-foundations at Movile 

 

Source: produced by the author 

Starting with signaling for self-selection, it is clear that individuals who did not 

adapt and thrived in the organization were either exited or, knowing what was expected of them 

based on all the signaling that took place in relation to other cases, they knew that the best 

course of action was for them to resign, which reduced the pain points related to the downside 

of the strong management system and culture. There were numerous extracts from all 

interviewees that corroborated these findings. 

“It is not a necessarily easy model for people who don’t fit in. Many people are just not in 

the same vibe’; “Many people decide to jump ship and it is OK, not everyone will buy into what it takes 

to be successful here”. 

There is something about the track record of successes that certainly did not help 

Movile at its inception but helps them now, indicating that resource pathways have been built 

over time, making the company more easily follow them now than at the beginning.  

“Who would not follow a model in which we led a company that used to process 20,000 

order to 6 million orders?”. 

Insights from the most frequent nodes overall and logic model sketch 

The insights uncovered from the nodes referenced by all interviewees are many at 

Movile (Table 28), which signals the clarity individuals have about the ways of working at the 

company, considered to be the reasons for their strategic changes.  
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In striving to depict them as parts of a logic model, the ways in which the CEO at 

Movile impacts strategic change seem to be strongly based on the management model 

introduced and continuously improved as a social construction among leaders over time, and 

unequivocally sponsored by him personally and fueled by his cognitive capabilities.  

It starts with harnessing tight and visible linkages between ambitious quantifiable 

vision and strategies for the company that is amplified by purposeful storytelling from the top, 

which in turn is translated into stretch individual agile goals via sacred rituals, filled with intense 

and frequent participation of all leaders, and objective assessment of performance. All these 

levers reinforce the culture model, which in turn makes the management system consequential 

to people’s career and rewards. All of the above seem to foundationally be possible because of 

management cognition and due to the high bar on the quality of teams.  

Table 28 

 

References to nodes made by all interviewees at Movile 

 

Source: produced by the author 

 Most likely due to the relatively long tenure in role and the intentional focus of the 

CEO in cultivating rituals that lead to superior performance, Movile’s logic model (Figure 16) 

sequencing of the most visible patterns the company’s CEO displays in impacting strategic 

change in the company is comprised of several elements.  
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 Day and Schoemaker’s (2016) propositions around underpinnings of dynamic 

capabilities illustrate a few strengths of Movile. In sensing, there seems to be a strong 

orientation to vigilant learning. Moreover, they exemplify probe and learning as well as flexible 

investing extremely well under what the authors considered micro-foundations of seizing. 

Figure 16 

Logic model sketch – CEO’s influence on strategic change at Movile 

Source: produced by the author 

Rival explanations 

Movile’s strategic change story is the visible consequence of so many conscious 

moves by its founder and CEO that it is very unlikely that the observations were the result of 

chance. No evidence was found that any intervention other than the multi-level ones directly 

provoked by the CEO accounts for the results. 

 Other academic researchers investigated the organization and produced detailed 

business cases, which reduces the risk of investigator bias. The researcher could not think of 

plausible direct, commingled, or super rival (Yin, 2018) explanations to the results observed 

other than the CEO impact on the firm’s strategic changes.  
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 One could also argue that, instead of being benefitted by social trends that would 

account for the strategic change initiation and results, Movile creates social trends, as evidenced 

by its astounding success with PlayKids as well as influence on consumer behavior of food 

delivery via iFood.  

 Moreover, the theoretical references related to dynamic capabilities and dynamic 

managerial capabilities helped explain the constructs underlying the phenomenon very well, 

making it difficult for different theories to provide better explanations for the results.  

 If nothing else, Movile’s not only survived but throve along its journey as a 

company. Their resource base and offerings have been deeply altered by the proactivity and 

interactivity led by its management. One could argue that Movile would be an exceptional case 

in the view of organization ecologists as, without the strategic changes introduced, the 

organization would not have survived natural selection, as most of its competitors in the 

ringtone industry did not.  

 There could be a risk of conscious or unconscious impression management to 

sustain the awe around the CEO and the company. The mitigating mechanism was a thorough 

review of the secondary evidence available. 

4.3 Magalu 

4.3.1 Business background and insights 

Company  

 Headquartered in São Paulo/Brazil, Magazine Luiza (or Magalu) started out as a 

brick and mortar retailer of consumer electronics, white goods, and commodity products such 

as furniture and has transformed itself to become what Rethans (2019) in a Forbes Magazine 

article called “the Amazon of Brazil” and one of “the most spectacular digital transformation 

success stories in any industry”. Nowadays, the company positions itself as a digital commerce 

platform that has physical relationship touchpoints with consumers and partner sellers, rather 

than a traditional retailer that has an online presence. Revenues from digital channels account 

for more than half of the company’s revenue and around 80% of its revenue growth. There is 

market recognition of Magalu’s positioning as a technology platform, as indicated by 

investments received from technology funds based in Silicon Valley. 

https://www.bloomberg.com/news/articles/2017-08-14/hocking-tvs-on-tinder-helps-fuel-2000-rally-for-brazil-retailer
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 Magalu was founded in 1957 by Luiza Trajano Donato and Pelegrino José Donato, 

a couple who started the business by selling color TV sets in the city of Franca, in the 

countryside of São Paulo. They were succeeded by their niece, Luiza Helena Trajano, who 

scaled up the business and made the company public in 2011, despite the extremely turbulent 

political and economic environment in the country. The family continues to be the majority 

shareholder, with ownership of 65% of the outstanding shares. Luiza Helena became the chair 

of the board and appointed an external executive from the market as the CEO, Marcelo Silva, 

who was very effective in expanding Magalu’s national presence predominantly via 

acquisitions that were effectively integrated. The current CEO Frederico Trajano is her son, 

appointed in 2016. 

 The market opportunity they are pursuing in relation to the transformation being 

led by the CEO had its origins with the growth of e-commerce, and it expanded to leverage the 

opportunities presented by the digital transformation for the enterprise end-to-end. Initially, 

some believed that e-commerce would gradually weaken the relevance of physical stores up to 

the point of making them redundant. Nevertheless, several secondary data sources including 

the contemporary company’s letters to shareholders and interviews with the CEO that are 

publicly available, indicate that the chief executive’s vision since he joined Magalu as their 

leader of the e-commerce initiative in 2004 was to be omnichannel and leverage the exponential 

business growth made possible when technology-enabled reaching a larger customer base, 

improved customer experience, and internal processes agility and efficiencies.  

 It is worth noting that the strategic changes that Magalu underwent took place in 

an environment with severe infrastructural obstacles that are widely known about Brazil: the 

scarcity of skilled labor, one of the most complex tax systems in the world, poor country 

transportation infrastructure, inflation, high interest rates, unemployment. Challenges that 

Amazon, for instance, is yet to overcome despite attempts to enter the market since 2017. 

 To date, Magalu continues to commercialize consumer electronics and home 

appliances, mobile and smartphones, furniture, home giftables, toys, books, clothing, and 

shoes with its own inventory and it has vastly diversified its offering via partners in its 

marketplace to add, for instance, personal care products, pet supplies, jewelry, home 

improvement toolkits. They also own LuizaCred to finance consumer purchases and issue 

credit cards, LuizaSeg to sell extended warranty insurance and coverage against theft and 

Consórcio Luiza that creates pools of funds by gathering consumers who make monthly 
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contributions and receive the necessary funds to acquire higher price items such as cars and 

real estate via monthly draws. 

 To execute its omnichannel strategy, Magalu goes to market via conventional 

retail physical stores and telesales, physical stores with digital product displays 

(predominantly in smaller cities), its smartphone application, its e-commerce website at 

www.magazineluiza.com.br, and its social commerce platform called Magazine e Você 

(individuals configure their own personal page leveraging Facebook, sell Magalu products, 

and engage in social media posts sharing their personal experiences with their purchases). 

They also serve as a marketplace for other suppliers to promote their items.   

 Magalu’s annual revenue in 2019 was north of 27 Billion Brazilian Reais, split 

almost evenly between offline and online sales. Given the exponential growth of its online-

generated revenue streams though, it is a matter of a few quarters for the latter to take over: 

secondary sources indicated that e-commerce and in-store sales grow 241% and 51%, 

respectively, from 2015 to 2018.  

 The firm employs 45,000 full-time employees, of which around 900 are the makeup 

of their technology innovation center called LuizaLabs created by Frederico in 2012 and 10,000 

are in-store sales representatives, whose jobs are more digitally enabled than most other retail 

chains in the country. Magalu developed a proprietary application that substantially reduced the 

in-store checkout cycle time experienced by customers and helps its salesforce to better inform 

customers about products at the point of sale.  

 There are approximately 1,100 physical Magalu stores in 18 states of Brazil and the 

company calls them centers of digital inclusion for customers. By offering the possibility of 

buying online and in-store pickup, 40% of all orders are delivered in 48 hours, either leveraging 

stock already available at the point of sale or shipped from one of their 12 distribution centers. 

 By late 2018 their mobile application, which was launched in 2015 and accounted 

for around 40% of the online orders, had been downloaded over 26 million times and registered 

6 million active users every month. Their marketplace had more than 8,000 sellers, who are 

small retail firms that leverage Magalu’s e-commerce capabilities and traffic to sell 7.5 million 

items online. Ending the first half of 2019, the marketplace platform reached 1 Billion Brazilian 

Reais in sales. This platform is not only the means to reach consumers with more offerings 

beyond the original electronics and appliances categories and, hence, increase the access and 

http://www.magazineluiza.com.br/
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purchase frequency. It also enables the company to sell the so-called “Magalu as a Service” to 

its sellers, who in turn may acquire the company’s logistics and digital marketing services too.  

 Historically, Magalu has focused on low-income middle-class consumers, 

although Teixeira, Guissoni, & Oliveira (2018) stated that the omnichannel approach 

gradually diversified the company shoppers. They became younger, more urban, heavy users 

of credit cards from third parties as opposed to paying with LuizaCred, and were slightly more 

affluent than the offline consumers, among which 57% had a monthly family income of less 

than $319. “The physical and online customer bases had little overlap, which made it possible 

for Magazine Luiza to grow in both channels, despite charging different prices” (Teixeira et 

al., 2018, p.9). There are indicators that they consciously managed customer satisfaction. 

They have received recognition from an online platform for consumer rights called 

“ReclameAqui”, indicating that they answer satisfactorily to at least 90% of the consumer 

complaints and have high net promoter scores. 

 Mercado Libre, B2W, and Via Varejo are Magalu’s main competitors. The 

Argentinean Mercado Libre founded 20 years ago is the only pure e-Commerce player and also 

the most heavily skewed towards 3P (market place) sales than 1P (own goods and services) 

sales and is the market leader with 32% of share growing from 21% in 2016 when Frederico 

Trajano became the CEO. Over the same period, Magalu grew from 5% to 13%. B2W went 

from 21% to 20% and Via Varejo declined in market share from 10% to 7%. Magalu has been 

the only profitable player for multiple years, though.  

 The market share growth of Mercado Libre, a company that has similarities with e-

Bay but who has its own online payment and logistics capabilities to address two major 

obstacles to market entry in Latin America, has happened at the severe expense of its 

profitability and deep consumption of cash from investors. B2W pioneered e-commerce in the 

sector but is a chronically loss-making business that is lagging behind in the implementation of 

its market place and an omnichannel strategy, given challenges faced with integrating 

acquisitions (Drska, 2019). According to Laporta (2019) in an article for Brazilian business 

magazine Exame comparing Magalu and Via Varejo, the latter has experienced challenging 

times related to corporate governance and operational issues as well as challenges in integrating 

its online and offline channels, which have been kept separate intentionally by management. 

 



192 

 

The company’s CEO  

 Frederico Trajano is Magalu’s CEO since 2016 but started formally working in the 

company in 2000 to create its e-commerce division as part of implementing an omnichannel 

go-to-market strategy. Three years later, he became the sales director of the physical and online 

stores as well as the head of marketing for the company. Between 2010 and 2015, he became 

the head of operations, which encompassed Sales, Marketing, Logistics, and Technology.  

 He graduated from Fundação Getulio Vargas in 1998 and attended graduate school 

at Stanford University in the USA. Frederico worked as an investment analyst for Deutsche 

Bank, covering the Internet and the technology sector for four years. He is 44 years old.  

 Secondary sources indicate that he invests time in reaching out and networking 

domestically and internationally and in visiting emerging economies such as China, technology 

excellence clusters like Israel and Silicon Valley, as well as a key technology and industry fairs 

in developed markets. He strongly encourages board and top management team members to do 

the same.  

 Magalu does not seem to allow its geographic presence in Brazil to impair its ability 

to learn and leverage innovation happening globally. On the contrary, they clearly transform 

their resources base and capabilities based on insights sensed in other geographies by observing 

firms such as Amazon, Apple, Mercado Libre, and Alibaba. 

Strategic change  

 “One thing that never changes at Magalu is that we always change” is a quote 

attributed to Magalu’s CEO that repeatedly appears in the secondary data gathered. The main 

strategic change being studied in this case is Magalu’s transformation to become a technology 

company, which entailed a myriad of strategic decisions made and seemingly well executed 

during Frederico’s tenure. Some of which preceded his tenure as the CEO but were already part 

of his vision for the company and of his preparation to eventually become its chief executive. 

 According to Grant (2019) in an article on Forbes Magazine, the first known step 

towards digitization happened in 1992, before Frederico worked for the company when Magalu 

launched its virtual stores, in which customers placed orders with the help of store associates 

based on pictures of products presented in multimedia displays. Given the geographic 
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dimensions and logistics complexities from poor country infrastructure in some of Brazil’s 

states, this formula proved to be very successful and still exists in 162 outlets across the country. 

 The company also pioneered offering financial services to customers who did not 

have access to credit otherwise. They did so by more flexible approval procedures that offered 

longer-term payment conditions at lower interest rates and at the same time kept “their credit 

default rate at 4%, around a third of Brazil’s average and half of Casas Bahia’s” (Frei & Pinho, 

2005, p.6). 

 Beginning in 2000, Frederico joined Magalu with the realization, based at least 

partially on his human capital (education and professional experience) that the Internet would 

at some point disrupt the family business, given the shifting consumer behaviors towards 

digital inclusion, which would eventually lead to the expansion of e-commerce (in 2019 

Brazilian consumers will have purchased 420 million smartphones, personal computers, 

notebooks, and tables, of which 230 million are smartphones alone).  

 Teixeira et al. (2018) described in rich details the five key pillars established by 

the CEO at the inception of his term as Magalu’s chief executive: (i) instill a digital corporate 

culture among all employees, (ii) enable the digital inclusion of its consumers, (iii) 

digitalization of physical stores to serve as technology hubs to maximize customer 

experience, (iv) strengthen its digital sales platform with the marketplace format, and (v) 

execute a seamless omnichannel strategy. 

 It is evident that the firm invested the resources generated with its IPO and follow-

on offering as well as with the profit generated from the early successes to acquire and build 

the operational capabilities required to play. Since the strategic change was declared, the 

company acquired a technology firm focused on solutions for retailers and manufactures that 

want to sell to consumers online (Softbox), a technology start-up focused on logistics services 

(Logbee) that works similarly to Uber with its independent drivers delivering packages for 

Magalu, a technology company specialized in integrating e-commerce and marketplaces 

(Integra). They also bought pure digital players such as Netshoes, the category leader in online 

shoe sales, and Estante Virtual, an online bookstore that sold 20 million books in 2018.  

  A few managerial practices found among secondary data sources seem to have 

aided the ongoing transformation of its resource base, by virtue of reducing the inertia created 

with resources path dependence and power disputes. The two-speed IT approach by which they 



194 

 

leveraged APIs to connect digital front-end solutions offered to consumers to a cumbersome 

patchwork of back end systems that would have taken too much time and other resources to be 

fixed, is one of them. They seem to believe that business agility requires technology agility.  

 A second practice that seems to minimize power dynamics related to the resource 

base is that the various business unit leaders are accountable for managing the biggest expense 

categories of the firm across the organization, and they adopt zero-base budgeting in doing so.  

 There are indications that two operational capabilities have also been relevant to 

the company’s strategic changes and results: consumer-driven marketing and integration of 

acquisitions. Frei and Pinho (2005, p.7) described Magalu’s approach to branding and 

messaging as having “a portfolio of unique trademark marketing campaigns. Some campaigns 

were able to move millions of clients in just one day”. In 2004, “the company spent 2.8% of its 

total sales in advertising, whereas Casas Bahia invested approximately 6.5%” (Frei and Pinho, 

2005, p.8). In 2018, the company sold the largest volume of TV sets in its history, a success 

attributed to a marketing campaign that suggested that the TV sets used by consumers to watch 

Brazil’s unprecedented 7x1 loss to Germany during the 2014 World Soccer Cup would give 

bad luck to the national team if they were used to what the 2018 Brazil’s matches.  

 Moreover, since its inception, Magazine Luiza has effectively grown through 

acquisitions. Frei and Pinho (2005) described the behind the scenes of the Lojas Arno 

acquisition and the company’s effort to retain what they perceived to have taken 50 years to 

create: a customer and employee-centered culture and streamlined organization. 

Business results  

 Magalu went through an 8-for-1 stock split in 2019, which obviously increased the 

volume of shares that are outstanding and reduced the unit purchase price, and is a strong 

indicator of the firm’s success to date during the current chief executive’s leadership. The stock 

appreciation from 0.27 Brazilian Reais (or 2.16 before the split) on the day before the current 

CEO was appointed to 51.8 Brazilian Reais in January/10/2020 (or 414.4 had the share not been 

split) or 19,000% whilst the country faced one of its worst recessions in history. Magalu’s 

stocks had the best performance in the São Paulo stock exchange in 2016 and 2017.  

 Between the years 2015 and 2018, the company almost doubled its revenues and 

improved net profit by 600%; it gained 5% market share and now holds 13% of the total market. 



195 

 

4.3.2 Findings 

 The data (Table 29) unequivocally shows the impact of the CEO in the 

effectuation of strategic changes at Magalu. The detailed analysis will demonstrate not only 

which micro-foundations related to him have been crucial to his effectiveness, but also that 

the organizational micro-foundations, the second most visible pattern identified, have been 

directly influenced by him too. Both constructs account for around 70% of all evidence. 

Table 29 

 

Reference frequency across all interviewees against themes at Magalu 

 

Source: produced by the author 

 The analysis per individual interviewee leads to the same conclusion (Table 30), 

as the vast majority of them provided evidence of the CEO's impact on Magalu’s strategic 

changes that pertain to elements belonging to the CEO. Very present also was the pattern of 

his direct influence on the firm’s dynamic capabilities. 

 The fact that Magalu already enjoyed solid operational capabilities prior to the 

current chief executive appointment and that the success enjoyed by the company is attributed 

by many to the digital transformation Magalu underwent while its competitors struggled in 

the same external environment, clearly influenced the perception of the interviewees that 

strategic changes implemented by Frederico were extremely effective. This does not mean 

that the collective view is that he achieved it by himself. The uncovered pattern is that he 

clearly led to the creation of the necessary conditions for the company to transform, which 

will be reviewed next in detail per level of analysis. 
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Table 30 

 

Reference frequency per interviewee against themes at Magalu 

 

Source: produced by the author 

Detailed analysis per theme pattern – Individual CEO micro-foundations 

 The CEO’s own micro-foundations were very heavily patterned towards his 

psychological dispositional traits, followed by the various elements of his managerial cognition. 

Given Frederico’s trajectory in retail, his managerial human capital also emerged as a very 

visible pattern, although it is important to qualify that such experience was brought up mainly, 

if not solely, in relation to how he leveraged it to innovate and shape new ways of operating in 

the sector by observing other countries, industries, and CEOs, as opposed to utilizing past 

practices and knowledge to repeat the same known formulas. Kurtmollaiev (2020) represented 

such combination well: the CEO displays a strong intention to change the status quo and exerts 

a high level of influence through his leadership, which will be reviewed later. 

 “Fred is a retailer since when he was born. His mother was at one of the Magalu stores 

assisting a customer when she felt the first contractions to give birth to him. His entire life has been in 

retail. The company is in his blood, in his bones”; “I think I have a certain ability, which I cannot quite 

explain, to make the right bets. I am very committed to do my best to be right a lot is terms of the strategic 

decisions I make”; “I am always looking ahead to identify what is coming but at the same time I try to 

make it happen in the present”; “Fred went to Stanford and spent time in Silicon Valley. When he came 

back, we were even more convinced of the digital transformation we had to go through. It is very rare 

in Brazil to find someone who knows the traditional retail and e-commerce as well as Fred.“ 

  His visible orientation to place a high bar on the quality of the team working with 

him was uncovered as an additional pattern. Additionally, likely due to the CEO being a 

member of the founding family, his strong identification with the company was brought up a 

few times among interviewees in the context of his orientation to the longevity of the firm and 

also his higher willingness to take risks and autonomy to decide on major investments. Table 

31 summarizes all the individual micro-foundations found pertaining to the Magalu CEO. 
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Table 31 

 

Reference frequency per node against individual CEO micro-foundations at Magalu 

 

Source: produced by the author 
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 In terms of the most prevalent psychological dispositional traits, approachability 

and interpersonal skills were at the top of the list of references frequency. His sense of urgency 

and agility to implement several concurrent strategic initiatives were also perceived to be key 

to his effectiveness. Wally and Baum (1994) indicated the dispositional traits of high energy 

levels and ambition coexisting with impatience.  

The Magalu CEO seems to combine a holistic view on topics affecting his company 

with a strong orientation to deeply understanding the details pertaining to its main components. 

At the same time, most likely leveraging his advanced cognitive capabilities, his ability to 

summarize and simplify his vision and break it into parts that are digestible by others, seems to 

be key to enable the 40,000 employees in the company, across 1,000+ stores geographically 

dispersed across the country, to comprehend the strategic shifts the company undertakes. He 

exemplifies what Helfat and Peteraf (2015) called language and communications as a 

manifestation of his cognition.  

 “When a theme that I find relevant to our business emerges, I am the type of guy that, 

although I believe I have a systemic view on things, I take each piece of the system, and I understand it 

as deeply as possible. When I first realized that e-commerce was going to be an opportunity or a threat 

for us, I studied how it could impact our stores and customers, and how we could benefit from it 

internally, in logistics, in payments, in Marketing. Equally importantly, how it could benefit our P&L. I 

like technology, but my passion is selling”; “I am passionate about simple things. I believe that the 

opposite of simple is complicated, not complex”.   

 His orientation to place a high bar on himself and also on his top management team 

cannot go unnoticed, and it relates well with his approachability, meaning that under conditions 

of time constraints and especially in relating to the TMT inner circle, he seems to have an 

informal and agile decision-making style. 

 “Fred is brilliant. He is an extremely intelligent person, but it does not stop there. He uses 

it to learn something every day. He is eternally curious and continuously dissatisfied with the status 

quo. He also sends homework to the leadership team. We have to study too, and I see him concerned 

about his own improvement areas”; “I use our group chat to share ideas with him. He is quick to 

respond to how he likes it. We have the freedom to innovate and create and to execute quickly’; “He is 

easy to deal with and agile. There is no such thing as I am the president; you have to talk to my assistant 

first. It is very informal”. 

Detailed analysis per theme pattern – Organizational micro-foundations 

 The main underpinning uncovered at the organizational level is Magalu’s 

management model. Interviewees described a gradual learning process of strengthening the 

company’s approach to the way the vision is translated into strategy, which informs key 
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initiatives that are broken down in actionable, time-bound deliverables. The more disciplined 

approach to the management system gained strength and relevance after he became the CEO. 

 “This management model with cascading goals and cross functional KPIs started with him. 

We have matured it over the last 4 years. It is about a very heavy of cascading of shared goals and 

targets every year. I am sure this drives execution, particularly the discipline in following up. We have 

monthly results meetings, they are untouchables, be ready. Then there are the quarterly meetings with 

the broader leadership team. You have go to on stage and explain what is going on. This makes the 

business turn”. 

   Table 32 also shows that Frederico leverages good practices from prior Magalu 

CEOs, for instance, the inorganic growth strategy that expanded its store footprint, which in 

turn became a key factor in the company’s growth in e-commerce. 

Table 32 

 

Reference frequency per node against organizational micro-foundations at Magalu 

 

Source: produced by the author 
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 In terms of details behind how the CEO leveraged a management system to 

implement strategic changes, the two most prominent features were the joint accountability for 

the initiatives involving the technology area of the company and the various functional areas, 

as well as the synchronization of due dates at the enterprise level, moving away from annual to 

goals that are due every four months. Considering that Magalu used to be a legacy brick and 

mortar retail company, this orchestrated effort revealed to be paramount to the continued 

renewal of its resource base and effectively contributed to the mitigation of the drag that unfit 

assets can become in strategic changes, given the path dependence they create. They are the 

clearest example of resource base renewal. 

 “I assign Magalu success to its strategy but also to Fred’s capacity to translate our strategy 

into concrete actions jointly with the top management team. It is not just talk. There are ambitious goals 

and well thought through execution plans’; “I learned over time that ambitious goals are important. 

They need to be extremely clear, and focused on our people, our customers, and our business”; ”we 

broke down our goals in periods of 4 months each, particularly the goals that depend on technology. 

This has helped us avoid a huge concentration on Q4 with many go-lives at the same time. It has also 

brought a lot of technology speed”. 

 The management model enforces the culture and vice-versa as the effectiveness of both is 

tied to the social interactions that take place and not the nominal description of both artifacts. As they 

become capabilities, they help with the self-selection process of who is hired, who stays employed, and 

who are the ones that need to leave.  

 “When a company has a strong culture like ours, it is unlikely that you will hire someone 

who is a misfit but, in case it happens, the organization system repels the person because the person 

won’t adapt to the speed and performance required”; “Our performance and merit cycles are carried 

out in committees where leaders evaluate our talents as a team and based on evidence”. 

Detailed analysis per theme pattern – Direct impact on organization dynamic capabilities 

 Arguably, the sensing capabilities of the CEO in identifying, years ahead of 

Magalu’s competitors, that e-commerce would be either an opportunity or a threat to the 

company, leveraging his managerial cognition in terms of his intellectual curiosity, mental 

agility, and ambidexterity, combined with his seizing capabilities of actually mobilizing 

resources to create opportunities, were the main underpinnings of his approach in strategically 

change the company. 

A critical way in which he went about it was to address the path dependence 

(Dierickx & Cool, 1989) from legacy technology systems. Given that Magalu transformed itself 
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from a traditional retail firm to a technology ecosystem focused on retail, its ability to develop 

suitable technology applications was vital and, therefore, a top priority for the CEO. 

“Fred always made sure that we became technology agile. He believes that without 

technology agility, there is no business agility. As technology was such a key differentiator, we 

developed a lot of things in-house, by learning from the outside and executing internally”. 

 Certainly, there were other underpinnings that supported the strategic change 

process, such as the already mentioned management model, the excellent management the 

company seems to have in place prior to the appointment of the current CEO, the organization’s 

storytelling tradition that will be reviewed later. Nevertheless, the primary data showed that 

these micro-foundations were very important in the service of the main strategic shift, which 

was the digital transformation of the company as a whole. 

 Even after competitors started to catch up with their own digital transformation, the 

way in which they went about it and the poor results they have achieved to date, serve as 

relevant contrast to identify the patterns in which Magalu has differentiated itself, which has 

for several years now led to superior performance. Evidence of the managerial cognitive 

capabilities of the CEO was found in several examples.  

The CEO's cognitive ambidexterity enabled him not to separate the e-commerce 

unit from the traditional business, which impacted the renewal of the current resource base 

directly. He evolved the company’s legacy assets to enable the transformation, for instance, by 

training 1000+ store managers to buy media online locally, leveraging their long tradition of 

store empowerment to buy local radio advertisements. Due to Magalu’s ability to quickly adopt 

technology in their two-speed approach to technology already mentioned and evidenced 

through secondary sources, the company was able to offer to their sales representatives 

smartphones with easy to use applications that shortened the sales cycle time for the employees.  

 “Each one of our stores has a Facebook fan page. The store manager is empowered to buy 

online media and was also upskilled to create and promote content. They are all digital marketers within 

their own local reality”; “I am not a guy of big speeches, I would rather act. For instance, if I want the 

store employees to be digitally savvy, what will I do? I will give him a tool that is easier to use than the 

manual processes they had to deal with before”. 

 The CEO ambidexterity, combined with his orientation to excellence, contributed 

to the strategic changes in the firm. The company has been recognized externally by excellent 

customer service, for instance, and initiatives and metrics related to operational excellence are 
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also part of the management system. Executing the present well is not directly related to the 

digital transformation, but is certainly linked to the company exponential growth too. 

Considering that, in the case of Magalu, operational excellence is aimed at evolving the resource 

base to avoid that it becomes a detractor of the strategic change, such effect exerted by the CEO 

is viewed as mobilization of resources to capture value. 

“I think that many people talk about the digital transformation of Magalu but forget the 

fact that we run the day-to-day extremely well, and this helps a lot’; “A strong day-to-day operation 

that is well executed is crucial in retail, equally important with thinking about and build the future”. 

Table 33 

 

Reference frequency per node against the direct impact on dynamic capabilities at Magalu 

 

Source: produced by the author 

Detailed analysis per theme pattern – Relational micro-foundations 

 Among the relational underpinnings encountered, the CEO leadership-followership 

stood out as a relevant pattern. There are close connections, particularly with some key position 

holders in the top management team and a very strong emphasis on mitigating silos not only 

through the management system but also by behavioral expectations clearly laid out and 

reinforced in the company’s performance and rewards systems. The CEO also uses the dyadic 

relationships to repeat messaging related to the strategic intent. The evidence resembles the 

propositions of the leader-member exchange approach to leadership, through which the closer 

proximity between leaders and followers enables a better understanding of the leader’s 

cognitive processing, which enhances the follower’s ability to perform with more autonomy 

(Story et al., 2013).  

 “He explains the context a lot and also insists on the priorities we agreed to pursue and why they 

are what they are. He repeats it until we comprehend it.”; “Due to the management model, we hardly see issues 
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related to functional priorities in which, for instance, Marketing wants to do this, Sales wants to do that. We have 

conflicts, but they tend to be productive because we need to achieve the same goals”; “Our bonus and merit cycles 

are impacted by the behavioral expectations of our culture model, and we take it very seriously. We had the 

behavioral expectations before, but Fred systematized them. It became easier to operationalize them”. 

 The most visible pattern is the extent of the followership the chief executive built 

over time. His cognition, competence, and overall perception of leadership effectiveness creates 

goodwill for future ventures. He is also very well networked externally and constantly invests 

in building new relationships, which in turn related to his cognition as well as his reputation. 

 “He is a very competent commander, which makes us feel very secure”; “He is a guy people like. 

We get why he is always raising the bar, but he also compliments, he says thank you. You can totally see when he 

really likes something you did, and he will make sure you know it”; “He is well articulated, he frequently attends 

external lunches and events”; “He talks to a few people, gather information, reflects about what he learned, and 

forms his own opinion on which direction to take”; ”Fred understands communication, he likes marketing a lot. 

He likes to talk to journalists, he likes to understand how communication and media work”. 

Table 34 

 

Reference frequency per node against relational micro-foundations at Magalu 

 

Source: produced by the author 

Detailed analysis per theme pattern – Reputational micro-foundations 

 Together with an inorganic growth strategy, the firm’s storytelling capabilities is 

the biggest benefit that the Magalu CEO inherited from his predecessors. To be able to 

communicate with the stores and offices across the company, for many years, Magalu has an 

internal TV channel that is utilized on a weekly basis with discipline. The CEO’s contribution 

in this instance was to evolve the approaches. For instance, instead of relying on suppliers, the 

company produces its own content related to the products they sell and also creates tutorials 

that train consumers on how to become more digitally enabled, for instance, by learning how 
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to install the Internet in their homes. There is strong leverage of verbal interaction and usage of 

multimedia vehicles in service of organizational alignment and enhanced awareness among all 

employees about the company’s performance and priorities. 

 “Every Thursday we have a live show, broadcasted to all units, at 8 am. It is the place 

where there is organizational alignment about everything that is about to happen”; “Every Monday 

each unit goes to the ritual, where they review their goals and targets”; “We now use Workplace, our 

digital channel. We invest a lot of time in organizational alignment in general”. 

 Specifically pertaining to the CEO, not only does he prioritize storytelling to 

galvanize his organization towards the strategic changes, but he also makes sure that whatever 

content deployed is extremely simple, easy to understand. Moreover, Magalu seems to have the 

capability not only to synthesize and simplify its strategic messaging but also to frame it in 

memorable ways, sometimes using humor, sometimes making analogies with themes that are 

easy to understand, combined with an annual company theme, which makes it harder to forget. 

Their marketing campaigns are secondary sources of evidence for this. Just to illustrate the 

point, 2019 was the year of the Chinese growth at Magalu, an analogy to convey the message 

that the business had to grow at an unprecedented exponential rate. There is a deeply rooted 

belief that simple things are more effective, and the best way to make change happen. 

 “So, everything that I envision for the company must be very easily explained”; “He is 

very skilled in articulating our strategy in a simple, easy to follow manner”; “He adapts the translation 

of our strategy to the audience very well”; “He is known for his execution capabilities. We know that if 

there was agreement that something needs to get done, we better work on it because his energy is 

unbeatable, and he won’t forget about it. He will follow up’; “He is famous for his ambitious goals and 

timelines. You better start acting as opposed to wasting time explaining why it cannot be done”; “He 

personally reviews OKR by OKR and signs off on them. Knowing that he will do that and that on a 

monthly basis, you will need to report out results in front of everyone, you make sure to allocate time 

and resources to the goals”. 

Table 35 

 

Reference frequency per node against reputational micro-foundations at Magalu 

 

Source: produced by the author 
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 The Magalu CEO is a highly visible figure externally and has received numerous 

awards by renowned media outlets in Brazil. Forbes Magazine, for instance, has considered 

him one of the best CEOs in the country in 2017, 2018, and 2019. 

Detailed analysis per theme pattern – Individual TMT members’ micro-foundations 

 Table 36 summarizes references made to the importance of having the right 

composition of the top management team for the CEO to be effective in effectuating strategic 

changes. In the case of Magalu, strong managerial cognition, personal accountability for 

making things happen and achieve the results that were committed, and being capable of 

grasping opportunities and solve problems emerged as patterns. It was also very common to 

find interview extracts in which TMT members said that they actually would not like to work 

in a place that was less dynamic. They take pride in implementing innovative initiatives too. 

Table 36 

 

Reference frequency per node against individual TMT member micro-foundations at Magalu 

 

Source: produced by the author 

 “If the CEO has a systemic view on things, but his or her management team is narrow, 

local, siloed, the leader won’t be able to make things happen”; “A very clear management style of Fred 

is that he likes facts and data and expects us to make sound propositions based on them. Moreover, 

there is no way one can be a free rider in the team, he won’t allow it”; “Fred has learned over time that 

he needs strong functional leaders in Sales, Marketing, Technology, Logistics, Finance. They cannot be 

average individuals, neither can their direct reports”; “Speaking for myself, I have a problem with more 

of the same every day. Every day here is an adventure. One can achieve great things here, which brings 

me tons of personal satisfaction”. 

Insights from the most frequent nodes overall and logic model sketch  

 The insights uncovered from the nodes referenced by 100% of the interviewees, listed 

on Table 37, indicate that the CEO has certainly been instrumental in effectively change 

Magalu, particularly in performing sensing managerial services by comparing the firm’s 
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resource base and offerings versus the expectations from customers as well as by drawing from 

his own life experience in retail with his external orientation to learn by observing other 

industries, others CEOs, other countries, as indicated by the frequent mentions to his managerial 

human capital.  

 He has impacted strategic change at Magalu also by telling the strategic change story in 

a simple way, segmented for the various audiences, and keeping it congruent over time. 

Interestingly and perhaps more effectively, the way in which he tells the story is as much 

through talking as it is via actions and embedding the changes in processes, training, and any 

other resource that eases the adoption of the sponsored change by others, be them employees, 

customers, or suppliers (the Magalu-as-a-service platform being a concrete example of it).  

 Lastly, he seems to realize that without a high caliber top management team, in terms 

of managerial cognition, systemic view, ambidexterity, and execution agility, such 

accomplishments would not be possible. Together with the top management team, the CEO 

displays a strong hands-on presence in running the company’s management system. And, it 

does not hurt that Magalu has been a well-managed company for decades either. 

 Analyzed against Day and Schoemaker’s (2016) underpinnings of dynamic capabilities, 

Magalu illustrates best the peripheral vision for sensing (early identification of e-commerce and 

mobile phones as either a threat or an opportunity) and the external shaping for transforming 

(pertaining to the renegotiation of the environment and shaping the company’s ecosystem).  

Table 37 

 

References to nodes made by all interviewees at Magalu 

 

Source: produced by the author 

Figure 17 aims to depict the highest level sequencing of patterns displayed by the 

CEO in effectuating strategic change. 
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Figure 17 

Logic model sketch – CEO’s influence on strategic change at Magalu 

Source: produced by the author 

Rival explanations 

The borderline unimaginable strategic change attained by the CEO since he took 

power in 2016 makes it difficult to envision a rival explanation to the results that can sustain 

that they would have been achieved without his impact. His predecessor stated in several 

secondary data sources for many years that it was time for him to retire and hand the company 

over to someone who could transform it and, by doing so, start a new cycle in the company’s 

longevity or else, technology and new entrants such as Amazon would risk the relevance, and 

eventually the existence, of the enterprise. Moreover, all other competitors have failed either 

by acting too late, or by starting e-Commerce initiatives on the sidelines of their firms, or by 

not prioritizing the profitability of the digitally transformed business or all of the above. 

Particularly interesting, in the case of Magalu, there was no burning platform for change. The 

main driving initial driving force was the CEO foresight. 
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 It is not possible to completely rule out investigator bias, although Magalu has been 

studied by other scholars with positive conclusions as well, and it has received many external 

accolades, including being considered one of the very few successful digital transformations of 

brick and mortar retailers globally. The company’s exponential profitable growth since 

Frederico took power is another proof point of his own impact. 

Looking at what Yin (2018) called real-word rival explanations, although it is a fact 

that the Internet and social media fast-growing penetration in Brazil very likely helped Magalu, 

they could have been a threat just as well. Moreover, the local brick and mortar competitors, as 

well as new powerful entrants such as Amazon, experienced the same environment and did not 

fare well at all. 

Even the comingle rival theory type put forward by Yin (2018) is unlikely in this 

case. Notwithstanding the fact that inherited strengths nurtured by prior CEOs were good 

propellers of the strategic change led by the current CEO, the nature of the change effectuated 

by Frederico required substantial rerouting in trajectory at Magalu, and there were many pieces 

of evidence that such change would not have happened the way it did without the idiosyncratic 

impact of the CEO. 

4.4 SAP Brazil 

4.4.1 Business background and insights 

Company 

 Headquartered in Walldorf, a 15,000-inhabitants city located equidistantly between 

Frankfurt and Stuttgart in the southwest state of Baden-Württemberg in Germany, SAP (System 

Analyse Programmentwicklung or system analysis and program development) was created in 

April of 1972 by 5 former IBM employees to develop standard enterprise software that initially 

was aimed at automating accounting processes and ultimately at integrating all business 

processes and enabling data processing in real-time.  

 The SAP subsidiary in Brazil is the focus of this case study. The firm has been 

operating in the country for the past 25 years; it employs approximately 1,100 full-time 

employees and has 14,500 customers, and 400 partners. Brazil also hosts one of SAP’s global 

software development centers, a capability that was created before the current CEO’s tenure in 

the role, but much increased due to her influence, according to internal sources. 
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 SAP’s global growth trajectory in the 1970s and 1980s was based on its technology 

and ability to automate business processes with off-the-shelf applications, which replaced 

manual processes and customized solutions from other players, and were instrumental for the 

company to eventually achieve market leadership in enterprise software (Lakhani, Iansiti, & 

Fisher, 2014). R/1 was their first offering, succeeded by a mainframe database called R/2, 

which, about a decade later, was replaced by a client/server version, not surprisingly under the 

name R/3. 

 According to Burgelman and Federico (2006), by 2005 SAP’s primary product 

categories were the enterprise resource planning (ERP), customer relationship management 

(CRM), supply chain management (SCM), and business intelligence (BI), as well as industry-

specific functionalities, in their attempt to balance leveraging standard business processes and 

industry-specific features. Typically, SAP offered complex, standardized applications to the 

large enterprise segment, which cost customers millions of dollars to acquire licenses to use 

SAP products’ standard versions. On top of the investments required to run SAP products, there 

were the customization costs as well as costs to hire system integrators such as IBM and 

Accenture, which were responsible for the implementation and deployment of SAP software. 

 External environment developments such as the Internet boom in the late 1990s, 

the growth of business process outsourcing activities, the emergence of open standards-based 

technologies and best-of-breed competing solutions, started to threaten SAP’s position. 

Customers soon shifted to assigning more value to applications that supported differentiated 

business processes as opposed to deploying SAP’s standardized process blueprints. Customers 

also expected more palatable user interfaces (Lakhani et al., 2014), which would lower user 

training requirements versus SAP.  

 To adapt to the changing competitive landscape, Burgelman and Federico (2006) 

described the strategic change imperatives laid out by the SAP’s global CEO at the time. They 

were: deliver the so-called web services platform that would leverage a broader partner 

ecosystem, expand the focus from large enterprises to small and mid-sized clients (the view 

was that large customers were overly influential to the company focus), broaden its product 

offerings, and make them easier to experience and therefore less training intensive for users. 

All of the above in concurrency with protecting its core enterprise software dominance, as 

around 90% of the global top 500 companies used SAP. 
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 Later on, cloud computing was another technology development requiring SAP to 

evolve its offerings, as the traditional on-premise computing services were disrupted by an on-

demand, pay-per-use service usually provided over the Internet. Such shift required a 

fundamental change to the way they built software and, for instance, move from the traditional 

waterfall development process to an agile, startup-like, approach. This shift was coupled with 

the development of SAP HANA, which was a platform released in 2010 that offered real-time 

analytics and applications utilizing an in-memory approach, to enable a more cost-effective and 

faster way to analyze large quantities of data.  

 Alongside with increasing its first core application which resulted in the R/3 

platform, to increase its total addressable market by covering emerging technology application 

needs derived from their SAP’s digital transformation imperatives as well as by expanding its 

customer base to small and medium-sized clients (SMEs), the company has made several major 

acquisitions such as Sybase (information management and mobile data), SuccessFactors 

(Human Capital Management), Ariba (B2B commerce network), and Qualtrics (User 

experience management), and they are on a path to converting their customers to cloud.  

 Fast-forwarding to the years 2019-2020 when this case study took place, 77% of 

the world’s transactions across 25 industries touch SAP systems and, according to SAP’s 

investors' relations website, the company’s revenue in 2019 was $27.5 billion, which 

represented a 12% growth from the prior year. Cloud-related revenues grew 39% in 2019 and 

had the highest revenue in a single quarter in Q1/2020.   

 Internal company presentations suggested the next transformation frontier for SAP 

are related to becoming “the experience company powered by the intelligent enterprise”, 

meaning that most likely due to the capabilities gained via the acquisition of Qualtrics, the 

company is well placed to leverage insights from user experience with technology platforms 

(be it SAP’s or other software providers’), combined with the immense volume of transactional 

data that SAP already possesses on their customer’s business processes, and consequently be 

able to increase the intelligence with which customers make decisions, for instance, in their 

supply chain or their indirect costs spend management.  

  As to the competitors' landscape, it is worth noting that the enterprise software 

industry is filled with coopetition. SAP applications run on Oracle databases despite the fact 

that the latter is a major SAP competitor in the Enterprise Software category. The company 
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established a remarkable partnership with Microsoft in 2004 for more integrated 

functionalities at the end-user level, but some of their applications compete for the same user 

needs in the enterprise. 

 Secondly, as SAP broadened its portfolio substantially, the competitors vary 

depending on the different product offerings. As already mentioned, Oracle is certainly a 

prominent one, particularly after having acquired PeopleSoft and Siebel’s CRM. Microsoft 

and IBM also compete in the Internet software field. Salesforce.com gained prominence more 

recently and is particularly well placed among small and medium-sized businesses. Workday 

is a strong competitor to SAP’s human capital management module SuccessFactor.  

 Lastly, there were indications among primary data that the local product 

customization abilities of SAP are greater in high complex countries, for instance, where 

taxation laws are specific and bureaucratic, which arguably confers them advantages.  

The company’s CEO in Brazil 

 SAP experienced incumbent changes of the global CEO twice in the period between 

October/2019 and April/2020, which led to the decision to study on the CEO of SAP in Brazil. 

This stems not only for her long tenure in the role but also from the successful trajectory of the 

company’s CEO of its operation in Brazil, not only in effectuating global strategic decisions by 

adapting them to local market conditions but also by initiating specific key moves locally. 

 Cristina Palmaka was born in São Paulo, Brazil. She is the president of SAP Brazil 

since October 2013, and her professional career of more than 30 years has been developed in 

Philips, Compaq/Hewlett Packard, and Microsoft. She received her MBA from Fundação 

Getulio Vargas (Brazil) and is an Accounting graduate of Fundação Álvares Penteado (Brazil). 

Cristina also holds a master’s degree in International Business & Marketing from the University 

of Texas (US). Cristina is in her mid-50’s. Interviewees indicated that Cristina is an avid reader. 

 Her social capital seems to be outstanding. There is a substantial amount of 

secondary sources depicting Cristina’s attendance as a keynote speaker in major conferences 

and TV shows. She won the IT executive award 2019 given by IT Media and was selected as 

one of the best CEOs in Brazil by Forbes Magazine and also by the newspaper Valor 

Econômico. She is very visibly engaged in corporate social responsibility programs and 

activities, which led to SAP being recognized as the company of the year in IT and for best 
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practices for LGBTQ in 2019. She figures almost without exception in any ranking of top 

Female leaders in the country. The importance that she assigns to social capital and her ability 

to nurture it was made evident via primary data sources as well and is somewhat connected with 

her background in Sales too. She serves on the board of Arcos Dorados (the owner of 

McDonald’s master franchise in 20 countries in Latin America and the Caribbean) and 

Eurofarma (a Brazilian pharmaceutical company).  

Strategic change  

 The main focus of this case study is to understand how the CEO of SAP in Brazil 

initiated and executed the strategic changes required for the company to possess cloud 

capabilities, to fully harvest the business potential of the company’s global M&A activities, and 

to grow in the small and medium-sized customer segment whilst protecting the company’s 

strong relevance in its enterprise software for large customers.  

Business results  

 SAP does not disclose Brazil-specific financials. In the global financial reports, 

the country is continuously highlighted as a high-performance market. According to the 

company’s investor relations website, in FY19 and Q120, Brazil was not only cited as 

delivering strong cloud revenue but also having a strong performance in software licenses 

revenue. SAP Brazil has also been received internal awards as a subsidiary that delivers strong 

financial performance and also has high levels of employee engagement.  

4.4.2 Findings 

 Considering the fact that SAP Brazil is a subsidiary of a global corporation, the 

researcher decided to draw from additional points of view (i.e., a peer and an external 

stakeholder that has worked directly with SAP globally for several years) to further illuminate 

the distinction between strategic changes initiated and effectuated by the CEO of the company 

in Brazil versus global initiatives. This increased the number of interviews deemed necessary 

for a stronger triangulation from diverse perspectives. 

 Table 38 summarizes all references from all interviewees, which are heavily 

concentrated in micro-foundations related to Cristina in describing the impact she has on SAP 

Brazil’s strategic changes, not surprising given the focus of the research question. 
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 She is perceived to be very close to the operations and relying heavily on 

relationships to enlist others' support to achieve results. Both perceptions are evidenced by a 

high concentration of references to her direct impact on dynamic capabilities and relational 

micro-foundations. 

Table 38 

 

References to nodes made by all interviewees at SAP Brazil 

 

Source: produced by the author 

 A similar pattern is observed when analyzing the results per individual interviewee 

(Table 39).  The rightmost stakeholder is from outside of SAP and was brought in to strengthen 

the triangulation on the perceived impact of the internal strategic changes, which explains this 

high concentration on the organization's dynamic capabilities. The direct reports provided 

insightful learning from the multilevel phenomenon studied. Heightened importance to their 

own individual micro-foundations was observed, as a required component for Cristina’s micro-

foundations to be as effective as well as for their relational capital to be created and sustained. 

Table 39 

 

Reference frequency per interviewee against themes at SAP Brazil 

 

Source: produced by the author 
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Detailed analysis per theme pattern – Individual CEO micro-foundations 

 The CEO’s own micro-foundations are many and varied, as depicted in Table 40. 

Initially, Cristina had to rely heavily on her high energy, stamina, and resilience to recover her 

self-efficiency, as this was her first CEO job and in an adverse situation. Prior to her 

nomination, there were indications that the focus of the company was on short-term 

transactional sales deals, and the employee turnover was abnormally high. To turn the situation 

around and be able to effectuate strategic changes, she leveraged a multitude of factors. Among 

the individual micro-foundations, the most visible pattern was her courage to address business 

and talent situations, which seem to have been fueled by her high level of conscientiousness as 

a psychological dispositional trait, as well as by her drive for greatness and excellence. 

 Cristina strikes a subtle balance between making quick performance-based 

decisions to alter the resource base in relation to the workforce, and the top management team 

in particular, and at the same time being extremely approachable, genuine, and warm in 

interpersonal relationships. Evidence of her drive for results and competitiveness were plenty, 

but it seems as though, once the performance requirements are met, and she has a team in place 

that passed the high bar she has for herself and others in general, she offers support, recognition, 

and humor. The following extracts intend to illustrate the connectedness among these elements. 

“If I compare myself now versus 6 years ago, I am absolutely more prepared”; “Some 

customers were used to a more transactional approach. In the beginning, they doubted that I would 

survive this change in perspective. I stayed true to the things I believe in, always doing what is 

sustainable over time”; “I don’t like to have to change members of my team, but one has to be 

courageous and do what is best for the organization”; “I made decisions quickly, particularly the 

difficult ones”; “She has a great sense of humor, she seems to be having fun at work, she calls people 

by their names, she remembers them“; “There is nobody in her leadership team today that does not 

deliver results”. 

There was countless evidence of her cognition, in terms of mental agility, her 

intellectual curiosity, her beliefs, and values. The way her cognitive ambidexterity is utilized is 

worth detailing: through the management model she introduced, to be reviewed as part of the 

organization micro-foundations, she reshaped the way attention to short, medium, and long-

term priorities were deployed by various teams. The shift in resource allocation was such that 

teams are expected to take actions in the present moment to make the business grow more likely 

in the future, concurrently with actions in the present related to closing the current quarter. Such 

teams were predominantly cross functional. She also integrated strong drive to achieving 
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financial results with engagements in corporate social responsibility priorities in ways that both 

complement each other. 

Table 40 

 

Reference frequency per node against individual CEO micro-foundations at SAP Brazil 

 

Source: produced by the author 
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Her outstanding managerial social capital already mentioned is interrelated to 

several other micro-foundations at different levels of analysis. The same approachability and 

interpersonal skills she leverages to develop followership with her direct reports and SAP 

employees at large serve her very well with customers. Her advanced cognition, her broad and 

deep managerial human capital in technology, and her natural external and customer 

orientations mutually reinforce her social capital.  

CEOs and other senior stakeholders want to listen to what she has to say, and she 

wants to be constantly in contact with them, and she has a disciplined approach to it that seems 

to create routines that become organizational capabilities. For instance, she expects others in 

the company to also enhance and renew their own social capital. As part of the management 

model, there is a metric related to the quality and volume of the top management team's social 

capital. Her openness and extraversion seem to be dispositional traits that influence her 

orientation to accepting countless invitations to keynote speeches, which in turn nurtures her 

social capital as well. 

Such a focus on strengthening managerial social capital is an important local 

attribute that surely supports the realization of the economic value intended with SAP global 

strategic change to the cloud. This is a subscription-based business model and, as such, relies 

heavily on cross-selling, upselling, and renewals and, therefore, requires the constant presence 

of SAP employees in the lives of the senior stakeholders at the customer not only to make sure 

they are satisfied with the solutions but also realizing the business benefits they expected at the 

moment of purchase.  

Moreover, as acquiring such functionalities become an operational expenditure as 

opposed to capital expenditure, the decision making process at the customer became more 

decentralized across their C-level, versus in the past when the CIO and the CFO were the main 

influencers of IT investments. Additionally, deploying internally the same social capital 

creation and maintenance capability that Cristina has, seems to yield a tremendous benefit to 

the subsidiary in Brazil in terms of heightened visibility to Brazil within SAP globally, 

conferring more autonomy and, at times, more resources.  

“Customers meeting are always a top priority for her”; “She raises the bar for us to by 

asking: so, how many CEOs did we speak with this month? We measure it”; “She is accelerated, she is 

very smart, she loves numbers, and she does not forget them”; “Cris has an enormous ability to draw 

visibility to Brazil within SAP. I have seen other CEOs either trying to avoid enterprise visitors or do a 

lot of window dressing when hosting them. Cris is just the opposite. She is flawless in terms of curating 
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such visits to enhance the visitor’s understanding of our business, where help is needed, and where 

opportunities lie”.  

Detailed analysis per theme pattern – Direct impact on organization dynamic capabilities 

Considering the well-known complexities of doing business in emerging markets, 

such as the intricate and bureaucratic legislation and corruption, combined with the fact that 

Cristina leads a subsidiary that is subject to functional, regional, and global matrices, one could 

assume that the CEO’s ability to directly impact dynamic capabilities would be limited. 

Nevertheless, by drawing more resources to the innovation lab hosted in Brazil, which was 

created prior to her tenure but gained additional resources and visibility in the past years, she 

increased the customization level of SAP’s solutions to local needs, which seems to have 

created superior growth opportunities. There were also examples of several pilot projects with 

customers. This seems to be a way for the local organization to fulfill the needs of larger 

customers with more agility as they don’t necessarily require changes to global processes and 

resources. 

The cognitive ambidexterity of Cristina seems to be crucial for such an impact on 

the organization's dynamic capabilities. As organizational processes take longer to be 

effectuated (Salvato & Vassolo, 2018), instituting rituals in the management model that nudge 

people to look ahead, identify industry trends and latent customers’ needs as well as network 

internally at SAP to learn about technical innovations in the pipeline (leveraging the already 

discussed social capital), and translate all these inputs into concrete initiatives that will drive 

revenue growth, whilst in parallel continue to execute the present activities to run a profitable 

operation in the present, is a tall order. This might be the reason why superior cognitive skills 

co-exist with strong discipline and structure. The latter being used to sustain rigid governance 

processes, the former being used to sustain dynamic content that is created and reviewed when 

such governance processes are enacted. The following extracts summarize remarks from 

interviewees other than the CEO. 

“The complexities and potentialities of Brazil are big. It takes a lot from us to continuously 

reconcile our local customer needs with the global resources, but it pays off, we have more than 90% 

of the global SAP portfolio offered locally”; “There is this one example in which, by drawing from her 

deep understanding of an industry vertical, we built a business case that required material customization 

of an offering; she presented the project a few times internally during visits of executive committee 

members and, although she has a strong presence and was well prepared, it was not approved. She did 

not give up. Long story short, we got the approval a few days ago”; “Cris welcomed the local employees 

of our acquisitions and helped explain to them how to navigate in a larger organization. She shared her 
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own experience when her employer Compaq was acquired by HP. It certainly helped retention and 

collaboration, and, because of it, we stopped being only associated with ERPs by the customers”. 

Table 41 

 

Reference frequency per node against the direct impact on dynamic capabilities at SAP Brazil 

 

Source: produced by the author 

Detailed analysis per theme pattern – Relational CEO micro-foundations 

 The interplay between the CEO-related micro-foundations and the relational micro-

foundations suggests that relational micro-foundations could not be as impactful to the way 

Cristina effectuates strategic changes if approachability and interpersonal skills, 

conscientiousness, and the several sub-components of her cognition were not in place. 

Moreover, it would be less likely for her to achieve such behavioral integration with the 

leadership team and be balanced in terms of directness on expected outcomes and providing 

support to the teams (as illustrated in Table 42), if she had not raised the bar on the talent in the 

top management team and been courageous in addressing performance issues quickly. The high 

bar for talent also enabled her to delegate more and feel less uncomfortable with not being too 

close to details, which freed up time to identify and execute faster and/or more strategic shifts. 

This pattern emerged from interviewees’ observations of how the management model suffered 

when there were low performers or key vacancies in the team. 

 Lastly, her orientation to social capital indicates an additional benefit not explored 

yet. As her top management team perceives her external visibility as well-earned recognition 

given her competence and hard work, used genuinely in service of the business to make SAP 

more visible with customers, it fosters their admiration for her and their inclination to follow 

her direction toward outcomes. Equally important, among the case studies analyzed, Cristina’s 

focus on nurturing relationships with individuals in a position of power, not the Board of 



219 

 

Management directly in her case but, for instance, the EC members, stands out as a very strong 

pattern. This certainly confers her more managerial discretions to cope with her job demands 

(Hambrick, 2007). 

 “She finds visits of senior global stakeholders extremely valuable. There is always an 

extremely well thought through agenda. We make sure they understand the challenges and opportunities 

and where we need their help”; “I make sure I articulate very well where we see SAP Brazil business 

going; I also show the visitors that I have a well-conceived execution plan”; ”Of course her 

performance track record helps with credibility now but she had to build it from scratch“; “I am 

extremely detailed but I love to delegate when I trust the person”; “She is very demanding but, on the 

other hand, when we deliver there is rewards and recognition. It is very cool”; “Our top management 

team is extremely loyal to her, we give our all for Cris”; “She is very present, she will gladly take a 

5am flight if I ask her to help me with a customer”. 

 The TMT end of the dyadic relationship will be reviewed next. 

Table 42 

 

Reference frequency per node against relational micro-foundations at SAP Brazil 

 

Source: produced by the author 

Detailed analysis per theme pattern – Individual TMT members’ micro-foundations 

 Table 43 summarizes references made to the importance of having the top 

management team own certain micro-foundations that are crucial in terms of their fit to the 
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CEO’s own micro-foundations, to the existence of the relational micro-foundations, and to the 

ability of the top management team to impact the firm’s dynamic capabilities directly. 

 Most likely due to the high-velocity environment itself, there is the requisite of 

adaptability and, very importantly, execution agility, which enables a well-functioning fit with 

Cristina’s orientation to agility and action. 

 As the CEO is fast-paced and needs to see results trending in the right direction to 

be comfortable delegating, for individuals to enjoy more managerial discretion themselves and 

sustain their role in the top management team, they need to thrive taking accountability and 

driving results as well and be able to push back when they disagree. 

 “She is extremely fast, and I find it very motivating. I like it.”; “Over time she surrounded 

herself of very unique, different individuals that have similar foundational values. We all have our own 

style and such, but we believe in similar things such as the importance of good governance, of longer-

term orientation to business, of customer orientation, and of simply getting things done”. 

Table 43 

 

Reference frequency per node against individual TMT member micro-foundations at SAP 

Brazil 

 

Source: produced by the author 

Detailed analysis per theme pattern – Organizational micro-foundations 

 Table 44’s main indication is that the firm’s human capital, combined with a 

management model that animates rituals in a disciplined way, is utilized by the CEO in leading 

strategic changes. The orientation to hold a high bar for talent at the top management team level 
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has already been discussed. Such underpinning not only is well received by the organization at 

large given the signaling that employees are led by a competent leadership team, but it has 

attracted back to SAP some top talents who had left prior to Cristina’s appointment as the CEO.  

 Additionally, the fact that she has deployed resources to form next-generation 

leaders and has promoted some people from within, not because they were from within but 

because they were the strongest candidates available, sets the tone that there is an upside for the 

ones who continue to upskill themselves in terms of the future business requirements. 

 “Assembling a stronger top management team as well as investing in emerging leaders in 

the organization makes me feel that success is not only dependent on me. It is much more embedded in 

the organization now”; “When I looked at where we needed to go strategically, I realized that we did 

not have the competencies required as six years ago we were very focused on short-term sales only. I 

had to go externally and strengthen the team for specific skills we needed to win going forward, and at 

the same time we placed tremendous effort in upskilling the workforce”. 

Table 44 

 

Reference frequency per node against organizational micro-foundations at SAP Brazil 

 

Source: produced by the author 

 

 The CEO’s role in having transformed the company’s management model is very 

visible and pervasive across all interviewees. The management model itself is a consequence 
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of her own micro-foundational elements such as pragmatism and discipline, and its shape is 

highly influenced by her cognitive ambidexterity to balance the exploitation of current 

resources and the exploration of new opportunities. As already discussed, the efficacy of this 

approach is aided by the underpinnings of the top management team members that, similarly to 

the CEO, appreciate the importance of maintaining such rituals as opposed to framing them as 

bureaucratic and time-consuming activities. 

 “We joke with Cris that there are two words that she overly uses. One is journey, and the 

other one is governance. She is a bit obsessed with it, to be honest. In terms of the rationale for decision 

making, operational cadence, the importance of delivering on commitments, the discipline that there is 

the right time and place to deep dive on different topics according to their nature. She runs a 

management system in which reviewing our weekly sales numbers and forecasts is as important as 

reviewing our talent, and future solution launches. She cares about the big and the small topics too but 

balances the amount of attention and frequency given to topics”; “She is very well organized and 

structured and surrounded herself by people who value the same”. 

Detailed analysis per theme pattern – Reputational micro-foundations 

 Despite the fact that the reputational micro-foundations were the least referenced 

patterns uncovered, most likely due to the fact that they belong to the level of analysis seemly 

last to be nurtured by the CEO in effectuating strategic change that lasted, as Table 45 indicates, 

Cristina certainly leverages storytelling internally almost equally combined with high external 

visibility to nurture her own cognition and social capital, in the sense that such exposure 

opportunities provide intellectual stimuli and customer insights as well as strengthen the 

perception of the environment about her and the changes she is effectuating. These 

characteristics are broader and bigger in impact than relational micro-foundations because the 

chief executive draws large audiences instead of just 1:1 or 1:few interactions. 

“Cris has created an extremely positive reputation with the media in a very authentic way. 

She is featured in many high profile publications, as a consequence of her capabilities and results. This 

feeds back to our business as other CEOs are more likely to open doors to us because they either know 

her or of her and have read the article on Forbes about her”. 
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Table 45 

 

Reference frequency per node against reputational micro-foundations at SAP Brazil 

 

Source: produced by the author 

Insights from the most frequent nodes overall and logic model sketch  

The insights uncovered from the nodes referenced by 100% of the interviewees are 

listed in Table 46.  

Table 46 

 

References to nodes made by all interviewees at SAP 

 

Source: produced by the author 

In striving to depict them as parts of a logic model, the ways in which the CEO at 

SAP impacts strategic change seem to happen by constantly looking for ways to create new 

business opportunities for the company. She is able to realize such opportunities not only by 

leveraging her own cognition but also by holding high expectations of her team, which in turn 

is able to respond effectively because of their individual quality, initiative, ambitions, and 

potential as well as because of the behavioral integration existing across the members of the 

leadership team. Her strong drive for excellence and for results don’t seem to derail the top 
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management team because of their own individual qualities, and due to the strong admiration 

they seem to hold for her, and her very visible support and empathy when they need help.  

Lastly and perhaps most importantly, the CEO stands out in terms of her managerial 

social capital, particularly in terms of her ability to forge and deepen new connections and turn 

them into authentic relationships. This is a major mechanism via which she creates new 

opportunities for the company as well. It manifests itself through her constant two-way 

interaction with customers and the external market at large, which keeps her abreast of the latest 

developments but also enhances her own visibility as a thought technology leader. Her social 

capital is paramount for what Day and Schoemaker (2016) called external shaping that enabled 

the transformation of the company’s ecosystem). Such social capital is also paramount 

internally. Her ability to attract global attention to SAP Brazil seems to be essential for the 

adaptation of the company’s resource base to adapt to local customer and regulatory needs. 

Figure 18 aims to depict the highest level sequencing of patterns displayed by the 

CEO in effectuating strategic change. 

Figure 18 

Logic model sketch – CEO’s influence on strategic change at SAP Brazil 

Source: produced by the author 
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Rival explanations 

In striving to challenge the findings in light of Yin’s (2018) description of different 

kinds of rival explanations, it is unlikely that Cristina’s effectiveness in leading strategic change 

at SAP in Brazil happened by chance, after her 6 years of sustained performance despite 

environmental challenges that took place in the market and also indicated by the fact that she 

reverted the trend she inherited. It is impossible to rule out investigator bias, although she has 

been recognized internally at SAP for her performance as well as externally via numerous 

awards granted to her as a top CEO. The way in which she achieves such performance was 

induced from the data itself, so the findings are a high-level summary of the data shared by the 

primary sources. 

Looking at what Yin (2018) called real-world rival explanations, it is clear that 

other facts such as the aggressive inorganic growth strategy implemented by SAP globally can 

be considered a direct rival as the main reasons for the SAP results in Brazil in lieu of the CEO 

influence. This is not likely because the same acquisitions had resources in several other 

markets of SAP, and not all of them had the same impact on the relevance of the country and 

the CEO within the group. 

The most likely rival theory is the comingled one, in which all micro-foundations 

found (both at the CEO and TMT level, as well as at the relational, organizational, and 

reputational levels) would not have sufficed in conferring SAP Brazil’s the growth being 

attained. They would likely have lost relevance with customers over time. One could also say 

that some of the strategic changes (i.e., the move to the cloud) were imposed on SAP by external 

changes driven by Amazon Web Services, Microsoft, and others, and they adapted reactively. 

4.5 Intel 

4.5.1 Business background and insights 

Company  

 Headquartered in Santa Clara, a city in Silicon Valley in California, the USA, Intel 

is the world’s biggest chip manufacturer, who embeds such key component in motherboard 

chipsets, network interface controllers and integrated circuits, flash memory, graphics chips, 

embedded microprocessors and other devices related to communications and computing. 

https://en.wikipedia.org/wiki/Motherboard
https://en.wikipedia.org/wiki/Chipset
https://en.wikipedia.org/wiki/Network_interface_controller
https://en.wikipedia.org/wiki/Integrated_circuit
https://en.wikipedia.org/wiki/Flash_memory
https://en.wikipedia.org/wiki/Graphics_processing_unit
https://en.wikipedia.org/wiki/Embedded_system
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 In its simplest form, Intel’s solutions are used in consumer and enterprise 

computing and memory products, ranging from personal computers to enterprise data center 

servers, and components for IoT devices that enable customer applications in a broad range of 

use cases. High performance compute, cloud, and artificial intelligence, apparently representing 

significant growth opportunities for the company.  

 The company employs approximately 110.000 full-time employees around the 

globe. With a market capitalization of around $250 billion, Intel’s annual revenue in 2019 was 

$72 billion and 33% operating margin. Dell is the company’s largest customer (15% of its 

revenues), followed by Lenovo with 13%. China and the USA are its largest markets.  

 Intel was founded by semiconductor physicist Robert Noyce and engineer Gordon 

Moore in 1968, who left their jobs at Fairchild Semiconductors, a company they helped found, 

to create NM Electronics, renamed to Intel quickly after, for short of “Integrated Electronics 

Corporation”. The market opportunity they were set out to go after initially was in 

semiconductor memory, but in 1971 they introduced the first microprocessor, which turned out 

to constitute a highly profitable sub-segment in the industry.  

 According to McKinsey’s Jong and Srivastava (2019) report on “What is next for 

semiconductor profits and value creation?”, the microprocessors sub-segment, in which Intel 

has played almost alone, has created $74.8 billion in economic profit between 1997 and 2012. 

Interestingly, the memory market initially pursued by Intel created economic losses of $9.7 

billion over the same time period and is now dominated by Samsung. 

 For years, Intel and Microsoft created substantially profitable and fast-growing 

revenue growth for one another in a virtuous circle: the dominance of Microsoft Windows 

operating system and Intel’s microprocessors and the fact that they were developed to perform 

well together created massive product complementarities. 

 Intel is also known by having a fully integrated operation as opposed to some of its 

competitors who are “fabless” as well as for still manufacturing in high wage countries such as 

the US. Jong and Srivastava (2019) indicate that “performance expectations are highest for 

fabless sub-segment”.  For the authors, the fabless segment is poised to capture most 

shareholder value – 25% versus 17% for microprocessors, in a $1.5 trillion value pool.  
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 As to competitors, given the breadth of Intel’s product range and the varied 

requirements per use case/applications, the competitive landscape requires commentary at the 

sub-segment level. In terms of central processing units (CPU), AMD has certainly tried, and 

for some years arguably was successful, to gain market share against Intel, particularly in the 

low end of the microprocessor market. Between 2004 and 2006, CPU market share gap of 60% 

for Intel and 40% for AMD started to close to becoming virtually a tie between the companies 

but right after and until 2017, Intel has regained substantial ground back to above 80% market 

share in 2017 and slightly below 80% in 2019. 

 Intel is also by far the market leader in the graphics processing unit (GPU) sub-

segment with close to 70% market share, with AMD and NVidia competing for the remainder 

of the business.  

 The mobile processing unit sub-segment (MPU), comprised basically of chips for 

smartphones and tablets, is dominated by ARM design, and Qualcomm is the market leader 

with 40% share, followed by Apple’s 20% share position. Intel did not manage to compete 

profitably in such a massive segment and ended selling its 5G smartphone modem business to 

Apple for $1 billion at a much lower price than Intel’s time and money investments. 

 Overall, Intel has been quite successful in protecting its market share positions in 

CPU, and integrated GPU but (i) future growth lies in emerging applications such as artificial 

intelligence and edge computing (a distributed computing paradigm which brings computation 

and data storage closer to the location where it is needed) and (ii) there are new entrants with 

strong cash positions such as Amazon, Apple, and Google that will, at the very least, try to drive 

vertical integration by developing their own components as opposed to sourcing them from 

Intel. They may also become powerful competitors by supplying such components to other 

clients of Intel. 

 Recent developments, in addition to the sale of the smartphone modem business to 

Apple already mentioned, are illustrative of such market dynamism. Amazon Web Services, 

cloud giant who has vertically integrated hardware and is an important customer for Intel, is 

developing its own processors, according to data sources from late 2019. This can bring similar 

effects to the data center that Apple (and to some extent, Samsung) created with their internal 

system-on-a-chip (SoC) development for their own mobile devices. This concurs with Jong and 
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Srivastava’s (2019) mention of the continued rise of in-house chip design at some of the 

semiconductor industry’s largest customers.  

 Moreover, Apple is building parts to replace Intel CPU in Macs in 2020, and Google 

has developed chips for edge computing and artificial intelligence, which are very strategic use 

cases going forward. 

 On top of the market dynamism, various sources indicate that the company has 

created some of its own competitiveness obstacles by slow time to market of some key 

innovation launches as well as supply shortages. The latter might actually have helped Intel’s 

business to the extent that customers preferred not to risk losing status with Intel fearing being 

deprioritized in times of scarcity, but might end up hurting growth particularly over time when 

customers develop alternative options. 

The company’s CEO 

 Bob Swan was first appointed ad interim CEO in June/2018 and confirmed in the 

role 7 months after, in February/2019. Bob first joined Intel as the company’s CFO in 

October/2016, and his appointment broke a tradition of having chief executives who have 

worked at the company for decades, sometimes their entire careers.  

 By being a business management under graduated and holding an Executive MBA, 

he is only the second Intel CEO with a business background rather than a science background 

(the first one was Paul Otellini, who presided Intel from 2005-2013). When asked about the 

background difference, he declared in a public interview that “the CEO needs to ensure that 

science will be applied to relevant solutions for customers, as well as to make Intel employees 

work together as one team”. 

 Before joining Intel, Bob was an operating partner at General Atlantic, a global 

private equity firm. Prior to that, his professional experiences were mainly in Finance. He 

started his career as an auditor at General Electric where he stayed for 15 years after rotating 

across different divisions with business models as varied as Lighting and Medical Systems and 

also across different geographical scopes. During a publicly available interview to the Chief 

Editor of Yahoo Finance Andy Serwer, Bob stated that he left GE because it was time to do 

something completely different, as he did not want to go somewhere and compare his new 

employer to GE on a daily basis and “feel miserable”. The most different experience possible 
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turned out to be a move to Silicon Valley to join Webvan. The company went through periods 

of success but ended up failing. In describing the experience to secondary sources, he declared 

to have learned that “it is important to make bets and maintain focus”, which might be 

illustrative of his risk propensity and cognition.  

 Throughout his career until joining Intel, Bob served as the CFO of companies such 

as e-Bay, Electronic Data Services (EDS), and TRW (Automotive). He is 60 years old and was 

born in the state of New York in the USA.  

Strategic change 

 For at least three decades, Intel has enjoyed the benefits of its borderline 

monopolistic position in providing microprocessors for personal computers. Intel Inside, which 

made its debut in 1991, was not only very innovative at the time and but also one of the most 

successful cases of the so-called ingredient branding, or a marketing concept that makes a brand 

out of a component, the chip that goes inside personal computers in Intel’s case. 

 One could argue that the semiconductors business is volatile but not necessarily 

dynamic, as it enjoys extremely high barriers to enter originated from capital requirements for 

new entrants in the billions, large economies of scale and sunk costs, as well as accumulated 

investments in innovation, manufacturing and, branding (in the case of Intel), which provide 

experience curve advantages to first movers.  

 Nevertheless, new use cases are making the sector lines blurry as well as 

challenging and disrupting business models. Technology inflection points caused by artificial 

intelligence and 5G, which will lead to the conversation of compute and communications out 

in the edge, will certainly enable business new possibilities. Autonomous driving cars are just 

one of the countless disrupt use cases. The Internet of Things (IoT) will eventually mean that 

everything will have chips inside and look more like a computer.  

 The challenge according to various secondary sources is multifaceted: as to Intel’s 

so-called birthright market of microprocessors for personal computers, “Intel might be trapped 

in a place where most consumers are happy with their existing, already powerful personal 

computers and its latest chips fails to wow with any huge performance leaps” (Savov, 2019). 

Moreover, the entry barriers that have been historically high are not as tall for large enterprises 

such as Amazon and Google. Moreover, the most promising growth segments live on the edge, 
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consequently requiring the merge of compute and telecommunications, and Intel did not do 

well in the mobile and smartphone market. Additionally, fabless players, as well as chip 

architect companies, are eroding some of the competitive advantages of Intel.  

 On the other hand, as Intel enjoys a position of extreme strength, the main strategic 

change is to reframe the way the company sees the total addressable market it is going after, 

moving from being a PC centric enterprise to a data-centric enterprise, in which Intel products 

are not only embedded in personal computers and servers but in the edge. Such opportunities 

are enabled by technology inflection points such as 5G as well as huge demand of customers 

for harnessing the power of data to effectuate their own digital transformations. The CEO has 

declared the go-forward sponsored culture to underpin such strategic changes. They are 

customer obsession, one Intel, fearless, inclusion, truth, and transparency. He also speaks about 

improving execution through operational excellence and accelerating innovation.   

Business results 

 Delivering results in the present has not been a challenge for Intel, at least since the 

current CEO took power. They have achieved record revenue growth with a healthy mix of 

data-centric versus PC-centric topline mix. They have been meeting or exceeding their own 

guidance on earnings per share, and have reported record cash flow from operations. Intel stock 

price gained momentum about 1 year prior to Bob Swan’s appointment as the CEO and moved 

from $48.73 on Jan/31/2019 (the day he was appointed) to a peak of $67.27 on Feb/14/2020. It 

is averaging $57 at this point, most likely due to the unprecedented impact of COVID-19. 

Nevertheless, Bob Swan is the CEO with the shortest tenure in role among the cases studied, 

and the shorter the CEO tenure, the more will the CEO effect be inflated by random fluctuations 

(Fitza, 2014). 

4.5.2 Findings 

 Among the CEOs studied, Bob is the CEO of the largest company, and arguably 

the one that enjoys the most successful legacy created by his predecessors considering the track 

record of extremely profitable revenue growth the company experienced in its 52 years of 

existence. Hence, Intel’s case provides a unique opportunity to uncover insights about the 

impact of CEOs in strategic changes relatively early in the journey. It also provides the 

opportunity to observe how the CEO is going about strategically changing a company that is 

already enjoying superior financial performance but faces the risk of a very slow decline of 
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relevance given its strong positioning, as the environmental conditions are evolving at an 

accelerated pace. 

 Table 47 suggests the paramount role that the CEO plays in initiating such change. 

Intel would certainly evolve, but the direction and the approach to such evolution is at a large 

extent, attributed to him, hence the very high concentration of references to underpinnings that 

belong to the CEO personally. An alternative interpretation of these findings is that, as put 

forward by Salvato and Vassolo (2018), individual-level phenomena are more likely faster than 

phenomena in the other levels of analysis. Therefore, despite the fact that Bob might be 

gradually effectuating changes in the other patterns uncovered as well, they are not yet as 

palpable as steady new routines and capabilities. This indicates that despite the fact that 

relational, organizational, reputational level changes don’t belong to individuals, without the 

individual action of the CEO, the odds that they would randomly change in service of the go-

forward strategy are low.   

Table 47 

 

Reference frequency across all interviewees against themes at Intel 

 

Source: produced by the author 

 The same pattern of attributing high importance to the role of the individual 

underpinnings offered by the CEO is found in analyzing the individual views of the several 

interviewees. The relational micro-foundations and direct impact on organization dynamic 

capabilities are the second most frequent patterns. The detailed analysis of the underpinnings 

comprising each level of analysis will indicate that, in the case of Intel, both levels are very 

visibly changing by virtue of the CEO impact as well. Two micro-foundations at the individual 

level, his approachability and interpersonal skills, and his managerial cognition in terms of 

expansive framing stood out as major ways by which he is starting to be effective in his 

approach. 
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Table 48 

 

Reference frequency per interviewee against themes at Intel 

 

Source: produced by the author 

 The strategic changes at Intel are not yet fully embedded in the dynamic and 

operational capabilities of the organization, but the detailed analysis per theme will indicate 

where the CEO is already causing impact.  

 “The truth of the matter is that I think we are still trying to find our new way. I see a small 

scale change”. 

Detailed analysis per theme pattern – Individual CEO micro-foundations 

 Approachability and interpersonal skills are a major underpinning leveraged by the 

CEO in effectuating strategic change, as illustrated in Table 49. This attribute has been 

particularly effective in the environment Bob is operating, where he benefits from leveraging 

the human capital of the technical teams at Intel as opposed to being a more technical CEO 

himself, which was the case of all but one other prior chief executives in the company. His 

approachability, combined with his managerial cognition (specifically his expansive framing), 

external orientation and customer obsession, and his drive to leverage data and face facts, seem 

to be an extremely powerful change initiation cluster of underpinnings. Intel’s chief executive 

exemplifies very clearly the importance of what Helfat and Peteraf (2015) called managerial 

social cognition, a complex phenomenon comprised of attention and memory, emotions, and 

affective systems of the brain. 

 “It's important to me that I'm available to people, it's important to me that they see me as 

another person, and not as the CEO”; “He came and provided a growth direction for our company. So 

he's created that larger vision for the company”; “He's like: alright, instead of a 50 billion dollar TAM, 

we have a 300 billion dollar TAM, and here's how that TAM is broken up"; “He is repositioning our 

company from being a 90% share player in a segment to being a 30-40% share player in a much larger 
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TAM”; “When you hold 90% share, you don’t listen to your customers, you tell them how it is going to 

be. That is not very inclusive”. 

 The CEO’s human capital is also pointed frequently due to his experiences as a 

CFO. He has certainly deployed related skills in decisions that seem to have increased the focus 

on financial discipline in the company. For instance, the 5G modem business was not delivering 

the returns expected, so it was sold to Apple.  

The CEO managerial human capital related to past experiences in prior employers is also 

mentioned often across all interviewees as a differentiating attribute, both in terms of having 

worked for companies well known for their leadership development programs, but also due to 

his background as a CFO and his intellectual curiosity that led him to have a varied career path. 

It was interesting to uncover that at least some of his personal traits and aspects of his cognition, 

for instance, his orientation towards data and facts and his external orientation, seem to have 

had an impact on the culture he is sponsoring, for instance with a stronger focus on truth and 

transparency and obsession around the customer.  

 Notwithstanding the relevance of managerial human capital, always more than less 

of it is not always positive. In the case of Intel at this moment, the fact that the CEO actually 

lacks deep human capital related to the science behind Intel’s products is helpful:   

 “Bob doesn't come in with that [the technical] perspective. Bob comes in from the 

perspective of: "I'm here to run a business, I'm here to get good returns for shareholders, because I 

know if I get the return for shareholders, and I'm taking out customers where they need to be, that's 

going to benefit my employees". 

 His ability to help others reframe and see the bigger picture and opportunities for 

the business, combined with his approachability, don’t weaken his drive towards results and 

holding a high bar for the quality of his top management team. He takes personal accountability 

for both: 

 “One thing that is definitely true of Bob is that he makes decisions quickly, and he doesn't 

go back and revisit them a bunch; his knowledge and domain expertise make it natural for him to drive 

an organization through data and through the mind. I think the approach that he is taking to also appeal 

to people's hearts, has been really critical”; “It's not like Bob won't kick your butt. He is performance-

driven”; “I need to deliver to honor the amazing legacy I inherited. Ultimately it resides with me 

because I decide the people”. 
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Table 49 

 

Reference frequency per node against individual CEO micro-foundations at Intel 

 

Source: produced by the author 

 Lastly, the CEO’s managerial cognition related to self-reflection, self-control, and 

self-improvement stood out in this case study. His mental agility is certainly present, and he is 

perceived to be an avid learner about Intel and people’s views. 
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Detailed analysis per theme pattern – Relational micro-foundations 

 There were a plethora of symbolic leadership rituals mentioned by the interviewees. 

Two more relevant patterns emerged, though. It will be mentioned later on this report that the 

CEO is impacting strategic change at the reputational level by having an effective approach to 

storytelling in the service of organizational alignment. This positive impact stems from the fact 

that he masters the relational micro-foundations.  

 Even when he is broadcasting the content to hundreds, thousands, and sometimes 

tens of thousands of people, he draws from his approachability but also is perceived to be 

adapting the tone to the audience. Not to confuse it with adapting the story itself. There were 

several counts of the extreme clarity, consistency, and congruency coming from the CEO about 

the strategic change he is implementing at Intel. The extract from one of the internal Intel 

executives is very illustrative of the sentiment that is pervasive in the data: 

 “The thing is, I think of him as I think of my mother, in that the way that he does it makes 

you disappointed in yourself for letting him down. It's awful. You don't want to let him down. So he leads 

with the head, he's a CFO by nature, so he's exceptionally data-driven, but he also leads the heart”. 

Table 50 

 

Reference frequency per node against relational micro-foundations at Intel 

 

Source: produced by the author 
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 The most visible pattern in terms of leadership-followership evidence identified 

was related to his efforts to deconstruct organizational silos. This is because many data points 

suggested that the lack of internal collaboration has been part of the strategic challenges the 

company has faced, in terms of operational excellence but also time-to-market and customer 

obsession. The enablement of others to reframe, the second most visible pattern, is another 

indication of the impact his external orientation, applied to shift the total addressable market 

Intel sees for itself, is having on the strategic change. Bob exemplifies Logemann, Piekkari, and 

Cornelissen’s (2019) view that effective framing and narratives are crucial in sense giving about 

a strategic change. 

 As these shifts are somewhat incipient at this point, they have not yet become 

organizational level micro-foundations the CEO can leverage. Rather, they reside at this 

moment in time at the relational level as they pertain to his effort to individually and in small 

group settings be clear about the expectations that lie ahead of the company.  

 As his influence is hardwiring change gradually in policies and processes to sustain 

the narrative, people start to see that the shifts he embodies are at Intel to stay and will serve 

the business well. 

 “And the values aren't a lot different than what we had before, but he's done a really good 

job of trying to emphasize and drive it home and say: what makes a company great is, it got a well-

defined culture that gets after problems, and the culture aligns with strategic objectives which then 

enables the execution”. 

 There were initial signs that the CEO is focused on the behavioral integration of the 

TMT. There were examples of change in governance to increase the frequency of meetings and 

speed of decision making, as well as changes in key position holders. In contrast with other 

longer tenure CEOs studied, the patterns, in this case, were not as observable by others yet. 

Detailed analysis per theme pattern – Direct impact on organization dynamic capabilities 

One noticeable pattern in terms of how the CEO impacts strategic changes by 

directly altering the firm dynamic capabilities of sensing new opportunities, seizing the best 

approach to create them, and transforming the resource base accordingly to capture them, is 

very clearly related to leveraging the external orientation to uncover customer needs (Table 51).  
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Perhaps because Intel is already a mature, successful organization, there is balanced 

attention among opportunity identification, mobilization of resources to create and to capture 

value, and the continued renewal of the current resources is evenly distributed. Bob’s impact is 

visible by emphasizing the importance of customer focus in performing these activities.  

“I'll just take one example: we are using the net promoter score approach now, to measure 

customer experience. Industry standard, nothing crazy, but we've never done it”. 

Table 51 

 

Reference frequency per node against the direct impact on dynamic capabilities at Intel 

 

Source: produced by the author 

Detailed analysis per theme pattern – Organizational micro-foundations 

 Differently from the other cases studied, where the CEO has had more time to 

systematize routines that over time became organizational capabilities and, perhaps 

consequently, there is a well-oiled management model that reinforces the culture model, at Intel, 

the culture model seems to be playing a leading role, in the sense that other organizational 

underpinnings are being adapted to establish consequences to the expected cultural alignment. 

 Table 52 depicts the frequency of extracts encountered in relation to culture. 

Moreover, even incipiently in the frequency of evidence found, the role of the CEO in fostering 

a new management model by displaying a strong hands-on sponsorship and discipline to 

monitor the execution of strategic goals starts to take shape. 

 The organizational micro-foundations revealed to play a key indirect role in this 

case. They have not matured enough to become reputational capabilities, but one can notice the 

pattern of signaling for self-selection at its early stages. Such impact has a double effect: it 
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encourages the individuals culturally aligned to the change to help the process, and it sends a 

clear message to others who for whatever reason are not convinced of the appropriateness of 

the shift that it is time to start reconsidering their position or leave the company. 

 “We had had the same culture badge for at least the last 30 years since I joined the 

company. We also have a redesign that's in the works, where it's like, we're going to change the way 

how we look, how we promote, on our executive leadership. To creating a new narrative for the company 

around those cultural pillars, to putting new processes in place, to test performance against them, new 

employee experience surveys, new customer experience approaches, to new, and they're just rolling 

these out now, a whole set of leadership expectations. It's making people a little nervous, I must admit 

it”; “And one of the things is that we're doing kind of an assessment as a baseline, there will be feedback 

for our teams, which will all go into a leadership profile, for each of us. And I think some people are 

nervous, but we're going to be held accountable, which is fantastic”. 

Table 52 

 

Reference frequency per node against organizational micro-foundations at Intel 

 

Source: produced by the author 
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Detailed analysis per theme pattern – Reputational micro-foundations 

 There is a very visible, direct linkage between the strategic changes being 

effectuated at Intel and the role of the CEO in being extremely focused on telling the change 

story all the time, everywhere, to everyone. The way in which he does it is what sharply 

differentiates the effectiveness of the effort. The content is inspiring, clear, brought to its 

simplest terms, and remains extremely consistent over time. Moreover, it is very personable. 

 “So what Bob really did was, and this is what I think he does best, from a communications 

perspective, just extreme simplicity and consistency”; “We got to be consistent, it's got to be dead 

simple, and they have to be numbers, phrases, ideas, that people will remember, otherwise we're not 

going to make a lot of progress”; “I don't want to talk about anything else until everyone in this company 

understands where we are going. People are making fun of myself because I talk about the same things 

over and over. When we get to that point where we want to be, I'll think about adding something new”. 

 Table 53 also suggests that he is attentively observed by others (mastery modeling), 

and his approach is taking hold because he is approachable in one-on-ones but also because he 

uses just about any opportunity to repeat the very same strategic change message, and because 

he himself behaves in line with the expectation he is articulating for others. There were two 

examples relayed: it is much more frequent now for Intel employees to observe him in action 

with customers than what they saw prior to Bob’s appointment. The second example was his 

approach to an internal cross-functional issue. It is being commented that employees found it 

refreshing that he brought everybody together in a room; there was transparency on 

performance data, concrete accountability for actions and results, and fast decision making. 

Table 53 

 

Reference frequency per node against reputational micro-foundations at Intel 

 

Source: produced by the author 

 

Detailed analysis per theme pattern – Top management team micro-foundations 
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 As already indicated and shown on Table 54, underpinnings related to the top 

management team themselves did not emerge as a relevant pattern. Another indication of the 

central role the CEO is playing himself at this point. 

Table 54 

 

Reference frequency per node against individual TMT member micro-foundations at Intel 

 

Source: produced by the author 

Insights from the most frequent nodes overall and logic model sketch  

 The insights uncovered from the nodes referenced by 100% of the interviewees 

(Table 55) paint a very clear picture of how the CEO at Intel is impacting strategic change. 

Table 55 

 

References to nodes made by all interviewees at Intel 

 

Source: produced by the author 
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 Through his external orientation and cognitive capabilities related to framing the 

way the business needs to position itself in a broader fashion in terms of the total addressable 

market where Intel competes, combined with his obsession around customers, he has shaped a 

simple, concise, and consistent strategy change story, which he is very skilled in delivered 

verbally but also in demonstrating by example and harnessed by his social cognition (Helfat & 

Peteraf, 2015), which in turn is evidenced by his approachability and interpersonal skills. The 

latter was a pattern particularly differentiated at Intel. 

 These efforts are yielding a great deal of organizational alignment already, despite 

his relative short tenure in the role. The expansive framing and external orientation were 

initiated predominantly by the CEO’s peripheral vision (Day & Schoemaker, 2016). 

 Secondarily in terms of pattern recognition, but equally importantly, he is balancing 

mobilizing resources to capture new value but is also focused on the continued renewal of the 

exceptional strengths the company already possesses. It seems that Intel’s current excellent 

results are coming from going back to mastering its operational capabilities. In parallel, the 

CEO is enacting dynamic capabilities to ensure that the firm will have the operational 

capabilities of the future and is well-positioned to harvest from the expanded market 

positioning.  

 As already indicated, this is the CEO studied with the shortest tenure among all 

cases. Figure 19 reflects the way in which the chief executive is effectuating the relatively early 

stages of the strategic changes at the company.  

 The CEO utilizes his cognition to reframe self and others in terms of which markets 

to compete in vs. the companies organizational capabilities, adopting the customer and market 

lenses. He benefits from his varied human capital and his interpersonal skills to, on the one 

hand, sense and seize opportunities that others who have been with the company for longer 

might not have identified and, on the other hand, create an environment where valuable 

institutional knowledge is not hidden from him. Once a clear vision for how the company will 

grow was established, he is skillfully leveraging storytelling and mastery modelling to help the 

organization comprehend the vision and, to ensure that the strategic changes will gradually 

move from speeches to reality, his attention is being on mobilizing resources to create value, 

hardwiring behavioral expectations in HR programs, and breaking down silos. 
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Figure 19 

Logic model sketch – CEO’s influence on strategic change at Intel 

Source: produced by the author 

Rival explanations 

In plain language, the jury might still be out in terms of whether the individual-level 

elements observed will drive lasting strategic change for Intel. Moreover, success or failure of 

the strategic change won’t be measured in terms of the financial performance of the company, 

as Intel has tremendous operational capabilities to continue to dominate the markets where the 

company plays currently, but on the firm’s ability to compete in the chosen growth markets.  

In striving to challenge the findings in light of Yin’s (2018) description of different 

kinds of rival explanations, it is unlikely that Intel would have initiated the changes it has 

without the current CEO. They did not happen by chance.  

The company has many excellent practices and results, which makes it impossible 

to rule out investigator bias. Such bias cannot be mitigated by a mention to Intel’s excellent 

financial performance either, given that it has been there prior to the current CEO being 

appointed, although progress has accelerated after his nomination. 
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The most likely rival theory is the comingled one (Yin, 2018), in which all micro-

foundations found are helping Intel’s strategic change, but also Intel has been benefitted by 

external developments in the marketplace, such as the advent of 5G technology and the growth 

of the cloud hyperscalers. Such demand is certainly helping propel Intel’s business forward. 

4.6 Findings across cases 

 The presence of the same multi-levels of the impact that CEOs exert in strategic 

changes, namely the direct impact on the firm’s dynamic capabilities, the individual micro-

foundations pertaining the CEO, the individual micro-foundations pertaining to the top 

management team, and the relational, organizational, and reputational micro-foundations 

occurred very visibly across cases, and the overall frequency of mentions to them are displayed 

in Figure 20. 

Figure 20 

Reference frequency per theme and most frequent underpinnings 

 

Source: produced by the author 

 Given the nature of the research question being centered on the CEO, this study was 

expected to identify more micro-foundations related to him or her in effectuating strategic 
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change. The other patterns identified emerged from the dataset itself, and given the qualitative 

nature of the research method, the patterns themselves are more relevant than the nominal 

percentages of frequency displayed. 

 The underpinnings pertaining to the chief executive equated to around 45% of the 

evidence gathered, of which around 21% were indications of the CEO psychological 

dispositional traits, whereas managerial cognition represented 10.3% of all interview extracts, 

the CEO orientation to placing a high bar on top management team quality made up to slightly 

above 4% of all data coded, followed suit by the CEO human capital. Lastly, the CEO's 

obsession with customers and orientation to sustaining their business over time by 

understanding and fulfilling their needs was also very visible.  

 CEO cognition manifested itself in several relevant ways: his or her beliefs and 

values, intelligence, mental agility and ambidexterity, intellectual curiosity, ability to 

expansively frame opportunities, vision clarity and sustained focus and attention, memory, and 

ability to self-regulate, self-reflect, and self-improve. 

 “Of course it does not hurt that he is brilliant. I know a lot of people but extremely few are 

nearly as intelligent”; “She is extremely smart, very quick to grasp and creatively think of solutions to 

complex problems”; “I am sure he reads, writes, studies something new every day. It is either a new 

book, or a podcast, or a few articles. He is always learning and sharing”; “My vision for how we grow 

as a company is clear and I talk about it all the time in a way that people can understand it. I hate when 

people make things look more complicated than they need to be. It is either lack of truly comprehending 

what they are talking about or a defense mechanism. Either way, it won’t lead to anything productive”; 

“He combines vision with pragmatism. It is not only about walking around talking about a vision that 

people cannot see our way to attain it”; “You have to have expansive beliefs. Many believed that the 

physical stores were going to disappear with e-Commerce. I focused on thinking about how they could 

strengthen each other”; “It happens often that you come to him with an idea that you think is great, and 

via the dialogue, you realize that you can make your idea bigger, more impactful”; “I think it is 

extremely important to think systemically about things, otherwise your strategic change will limp”; “She 

has unbelievable memory for numbers, insights, people, which helps her in many fronts: understand 

results and root-causes, hold people accountable for execution, and be liked as she makes people feel 

special when she remembers details about them”. 

   Among all dispositional traits identified, the CEO approachability and interpersonal 

skills were the most prevalent. This underpinning alone accounted for almost 3% of all 

evidence, which is a high concentration of observations for an individual item given that 95 

nodes were inductively created from the primary data gathered.  

 "As I became more senior in my career, I started to think to myself: if I ever become a CEO, 

and people can't approach me, and can't have a conversation with me, I don't want to do it anymore, 

it's not fun anymore"; “When they say the word “boss”, I say “who?”. I am not hierarchical at all, I 

am more like “how can I help you perform? And I think because of that, people aren’t nervous around 

me, they aren’t that anxious about me”; “He told me, as my chief of staff, I never want you to be the 
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gatekeeper, I don't want you turning people away from me, and telling them they can't talk to me”; “It's 

important to me that they see me as another person, and not as the CEO”; “It is easy to hear from him. 

We chat via instant messages, there is no need to schedule meetings to discuss simple things”; “If you 

send him a WhatsApp, he will always answer”; “ He has huge ambitions for the business and personal 

drive, and is extremely successful, but interacts with folks with a lot of simplicity and authentic 

humility”; “I don’t report directly to him but I don’t have any fear of telling him when I think he is 

wrong. He takes feedback extremely well”; “She likes to know what is really going on, she loves to get 

out of the office and go speak with customers”; “The customers quickly connect with her because she 

is excellent at empathizing with them and their businesses. They prioritize hearing what she has to say 

versus others in the market. Perhaps more importantly, she comes back to the office with many ideas on 

how our offerings can better adapt to what the customers need. As a consequence, we started doing 

more pilot projects in partnership with high visibility customers”; “I spend a lot of time thinking about 

where we need to go, and just as much time thinking about how I will help the organization get there. It 

is a constant investment in making myself clearer, incorporating learnings from the environment, 

improving our approach, interacting with the leaders in the company, ensuring that our systems and 

practices are aligned with what I talk about so that people believe in what I am saying”. 

 The importance of social capital indicated in the literature emerged as well, with 

around 2% of the primary data coded against this node. Two important nuanced insights were 

found: the emphasis on acquiring new connections as opposed to predominantly nurturing 

former ones and the CEOs’ ability to deepen relationships leveraging their individual 

underpinnings of cognition and approachability. 

 “He is a person that is always trying to figure new things out. He is always speaking with 

very interesting people”; “As he is extremely well networked, he is always discussing trends, and asking 

people about their own hands-on experiences in different industries and locations”; “It’s really hard 

meeting people that you don’t know, but that is what it is taking for our company to grow”; “She not 

only nurtures her current network of relationships but also has set KPIs for herself and the top 

management team related to the breadth and depth of our networks. We care to deepen the existing 

relationships and acquire new”; “I would say he's a learner. He's constantly looking for what can I 

learn from pretty much every interaction”; “I am not a person very focused on the past. I do nurture 

connections with people I have met along the way, but I really enjoy meeting people that are looking 

into the future and that can make things happen in the present”. 

 The findings pertaining to the psychological dispositional traits deserve more 

detailing, given their overall relevance. The CEOs studied seem to vary substantially in 

behavioral styles, but certain traits were virtually unanimously highlighted by all interviewees. 

Some traits found were to be expected based on the literature review such as: high levels of 

energy, resilience, and persistence despite setbacks; strong orientation to leverage data and 

willingness to face brutal facts; drive for excellence and for results; ambition and vision; self-

efficacy; courage and decisiveness on business and talent situations; high risk willingness; a 

sense of urgency and speed; and a healthy level of impatience to see change and results 

(Bandura, 1989; Northouse, 2018; Porter & Nohria, 2018). 

 “If someone is presenting an idea and others are only finding the negative, the reasons not 

to do anything, he will likely say: we need to try”; “He is all the time studying consumer data and any 
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other early indicator of whether our most strategic initiates are paying off or need to be corrected. In 

my view, this comes both from his drive to excellence and the need to continuously improve what we do, 

and also from his strong drive to outcomes”; “We have a system in place in which all goals and actual 

performance against them are visible to all employees all the time. Transparency on how is performing 

and where we are struggling is key for all employees to be able to help us succeed”. 

 Comfort with conflicts, difficult conversations, and trade-offs (or low agreeableness 

as posited by the five-factor model of personality theory), pragmatism, discipline, practicality, 

and drive toward execution complete the list of the most frequent traits referred to by the 

interviewees, as observed underpinnings utilized by CEOs in impacting strategic change. 

 “It is very important to have an ambitious vision, as long as there is a rationale for it that 

people can follow. This is not about setting stretch goals just to be tough. People are going to think you 

are naïve and out of touch with reality. Environment developments and imperfect data are underpinning 

the vision. On the other hand, we don’t need to have figured out how we will achieve our vision, because 

our pragmatism and execution drive will help on this front”; “People that are not comfortable with 

pushing and being pushed back usually leave. If you are affecting the team in any way, you will know. 

He will tell you and he will make sure that the team tells you as well”. 

 In terms of the other attributes found that reside at the individual level of analysis, 

the underpinnings related to the top management team accounted for approximately 6% of all 

evidence found. Once more, the psychological dispositional traits comprised most of it, 

representing two-thirds of the related data. Motivation by ambitions goals and by learning, 

coupled with personal accountability, drive for results, and focus on solutions, not on problems 

were the most relevant patterns uncovered. Next to the TMT psychological traits, their 

intelligence, mental agility, and ambidexterity emerged as a very relevant pattern. This micro-

foundation in particular, was brought up in frequent relation with the CEO orientation to place 

a high bar on the quality of the team members. 

 “There is no issue in failing, as long as the team learns from it and, at least in most cases, 

does not repeat the same mistakes. Learning from mistakes means changing your go-forward approach. 

Not only saying you learned from them”; “Think that the success or failures come mainly from the CEO 

is easy. I made sure that the individuals in my team are learning agile, outcome-driven, and disciplined 

on execution”; “I do look for people that have that intellectual agility”; “If I look at each one of my 

peers in the management team, everyone performs. She has made important changes in the team for us 

to get to this point”; “Of course there are difficult days, but I find it very rewarding to look back and 

see the legacy I helped [CEO name] create. It is motivating to me. I enjoy this high-speed high-

performance environment”; “You have to employ leaders who dare to push back on your ideas. You 

have to do everything you can to make them comfortable in doing so, but they also need to have the 

courage. Otherwise, before you see it, all ideas come from you, the team completes tasks, and when 

things don’t work out as planned, they ask you for new instructions”; “He expects people to confront 

each other if they don’t agree. Not only the boss but everyone around you”; “The systemic, as opposed 

to siloed view together with a management system that reviews the business holistically, helps the 

relationships a great deal. Individuals that are capable of thinking systemically are less likely to have 

an individual agenda that sub-optimize the outcome for the firms as a whole”. 
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 It was not uncommon for CEOs to make top management team changes, which 

might be an indication that certain underpinning gaps are not passive of compensation by other 

individual or relational underpinnings, or the job demands are simply too high. Cognition and 

dispositional traits misfits were mentioned at times as reasons for TMT turnover initiated by 

the CEO. 

 “But what he was absolutely astounding at was at building teams. He was phenomenal. At 

taking dispersed groups of people and creating a single team”; “They may not necessarily like how I 

do things at times, but they know, including the executive team that I view my role as to help them 

discover their greatness”; “And I think he's done a good job of surrounding himself with people and 

new people that can drive the other execution change that he's looking for”; “Not only I pay attention 

to the caliber and performance of my direct reports, but also of my team’s direct reports. Issues at these 

levels create inbalances in the system”. 

 The relational (meso) level of analysis was filled with crucial underpinnings. The 

level itself represented 14% of all interview extracts coded and was comprised of three high 

order themes: CEO leadership and followership, the relationship CEO-TMT, and to a much 

lesser extent, close relationships with the board of directors. The CEO leadership and 

followership was by far the most highlighted underpinning of the relational construct. 

Moreover, how the CEOs studied used such underpinnings to effectuate strategic change was a 

combination of clear direction and guidance toward outcomes, delegation, autonomy, and 

encouragement to take risks, and the prioritization of mitigating horizontal and vertical silos. 

Underpinnings to the relationship CEO-TMT were the behavioral integration in the upper 

echelon and, to a lesser extent, the admiration and trust of the CEO by the team members.  

 “There is no doubt in anyone’s mind about where our company is heading. The vision is 

unambiguous and stays pretty consistent. It makes our life easier when faced with competing priorities 

as the leadership team”; “Who would not follow an intelligent leader, who expects people to collaborate 

and deliver, and has built a successful track record of realizing their vision?”; “Because he is 

comfortable with conflicts and difficult trade-offs, tough topics are discussed in public and decision 

making is based on as much data as possible, which forces the leadership team to have more joint 

accountability”;“Our organizational boundaries were thick, the interaction amongst the team, whether 

it was business unit to a function, a function to a geography, engineering to manufacturing, over time, 

the free flow of information, instead of going horizontal was going up. I made quite a few changes to 

stop this behavior. From making my expectations clear to sending people back when they tried to 

escalate topics to me that they would have resolved with their peers, revisiting our leadership model, 

changing the operating model to have fewer people in meetings with more empowerment. This is an 

endless process”; “I focused a lot on the middle management layer, it can be a massive accelerant of 

your strategy, or they can be the thing that slows everything down”. 

  Moving on to the organizational level of analysis uncovered, which accounted for 

around 14% of the extracts coded, the most frequent construct referred to by all CEOs and other 

interviewees was the crucial role of the firms’ management model. The identification of this 
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strong pattern was not expected, given the timid presence of the management model as a 

construct in academic production pertaining to the dynamic capabilities and dynamic 

managerial capabilities. Given its predominance, it is worth detailing out further nuances about 

how the appropriate management model seems to be an important lever by which CEOs 

effectuate strategic change in high-velocity environments.  

 Firstly, the construct’s best description is a management model with sacred rituals 

that enable disciplined exploitation and agile exploration. It usually starts with high ambitious 

goals imagined by the CEO in a deductive way, strongly leveraging their managerial cognition 

underpinnings. Such ambitious goals, articulated in a quantified manner, were tightly and 

visibly linked to stretch individual goals that were cross-functional in many cases and required 

the mitigation of organizational silos. A good practice not always present across all cases was 

the logical sequencing of goals, which permitted more effective orchestration of resources and 

organizational attention to priorities spread out in short cycle times. 

 “As part of continuously improving our management system, we split our year in three waves 

of four months each, which became the due dates for any critical change that requires technology 

releases. In the past, we would establish deadlines for the year, and what ended up happening was a lot 

of concentration in the second half or even the last quarter. This overwhelmed the organization and 

made was slow to release minimum viable products”. 

 

 The definition of weekly and monthly individual execution goals against individual 

priorities brought agility to the resource base transformation. Moreover, the CEO orientation 

towards data and willingness to face promising and disappointing performance facts, 

interplayed with the dynamism of resource allocation. Once short-term, meaning weeks or very 

few months, execution goals were set, data-driven performance feedback provided an early 

indication of effectiveness. Resources were increased or reduced accordingly to such findings. 

 “Our management system makes sure that we revisit our moonshots frequently and also 

that we have time and place for scanning the environment. It also breaks up our moonshots in a large 

portfolio of growth projects, with clear measurements defined at the moment of the investment decisions. 

These measurements are monitored from the very first days, it is all very lean and agile. We learn from 

early results, improve, evolve, and monitor again”; “No deliverable has a year-long duration. Low 

performance is easy to hide in longer-term commitments and you miss the opportunity to uncover issues, 

misalignment, potential failures when they are small. Our management model runs in time units of 

weeks, sometimes hours”; “Our management model forces focus on activities for very different time 

horizons. Before [the current CEO], we were extremely short-term focused. Now, we continue to have 

accountability for the short-term, and at the same time, need to have a sense of urgency to execute today, 

commitments that take longer to mature and will increase our likelihood of success tomorrow”; “I 

learned from her that being medium and long-term focused does not mean building scenarios for two 

or three years out and leave it in the drawer until two or three years from now. It means that you work 

today on all the things that need to be in place to win two or three years from now”. 
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 Lastly, strong CEO hands-on sponsorship and discipline to monitor strategic goals 

execution was an important underpinning for effectiveness, and so was the visible and frequent 

involvement of the leadership bench deep in the organization. The combination of these 

attributes in the management model amplified the impact of the transparency of individuals’ 

priorities and performance in front of the teams. 

 “There are certain activities in our management system that are borderline sacred. They 

are mostly related to leadership meetings and meetings with all employees. Don’t get me wrong, they 

are not about joining meetings in a bureaucratic manner. You need to be very well prepared, know your 

numbers inside out. You are not there to explain why you did not achieve your results. And folks are 

expected to participate, to give suggestions on how performance can be improved and to offer help. 

There is always strong involvement in setting outcome-driven goals that are interdependent across 

functions and businesses and performance is reviewed with transparency in front of everyone”. 

 It was observable across all cases, with growing emphasis among the larger and 

more mature firms studied, that the routines related to the management model were 

predominantly social tasks, whose effectiveness started with the presence of high-quality 

individual micro-foundations and was amplified by productive dialogue, as described by 

Salvato & Vassolo (2018), to the extent that the management model became an organizational 

capability and, as such, was executed with excellence, and sustained with discipline, rigor, high 

frequency, and social reinforcement across team members.  

 “To be honest, we did not start with a very robust management system and we failed a few 

times because of the lack of a systematized way of running the business. Additionally, the version that 

you see today is much improved from what we had in the beginning. It became a combination of 3G and 

Google so to speak, in the sense of being ambidextrous and drive execution and innovation at the same 

time”; “We see the power of our capabilities in management system when we acquire companies and 

compare their results before and after we implement our ways of working”; “In the absence of proper 

management systems, execution is impaired, because we have too many people that have different 

perceptions of what good looks like, where we are heading, what is their individual and collective roles, 

and how they are performing against it in comparison to others”; “What makes our CEO non-trivial is 

that he strives to make us sustain attention on the vision, and he helps us be very clear on what the end 

goal is. He also works with everybody to keep them in the same direction, which is harder for anyone 

else in the company to do. That is his role”. 

 Consequently, the firms’ management model revealed to be a catalyst of the culture 

model, as it was the major vehicle by which sponsored behaviors required for the strategic 

change to take place were recognized, and consequence management for deviations were 

effectuated. As to the culture model itself, the emerging patterns led to its description as models 

that enforce and reward ambitious behaviors, excellence, agile execution, and performance. 

Remarks related to culture made up to half of the 4.41% of all extracts coded under organization 

human capital.   



250 

 

 “Instead of adding nice words to a poster on the wall, he's done a really good job of trying to 

emphasize and drive it home and say: what makes a company great is, it got a well-defined culture that 

gets after problems, and the culture aligns with strategic objectives which then enables the execution”; 

The other piece quite frankly is leadership and culture story, where that's back to, culture flows from 

the top, and if there's gravity or sand in the system, then there are leadership changes that need to be 

made, by educating leaders about: this is the culture, the stuff we should be looking for, or deselecting 

them, in some cases”; “To creating a new narrative for the company around those cultural pillars, to 

putting new processes in place, to test performance against them, new employee experience surveys, 

new customer experience approaches, to new, and they're just rolling these out now, a whole set of 

leadership expectations. It's making people a little nervous, I must admit it”; “He aligned the culture in 

support of the strategy. And he is consistent in the narrative and messaging that he uses with the 

employee base. And there are reinforcement mechanisms so it is not just corporate talk, nor a nice to 

have. If we don’t change certain aspects of our culture, it is clear how we will fail strategically”. 

 

 Unity around the companies’ strategic change vision was the third most visible 

underpinning uncovered at the organizational level. It resulted from the maturing of other 

underpinnings at different levels, as it is a layered construction from the CEO’s individual 

qualities related to ambition and vision, the storytelling in service of organization alignment to 

be reviewed later, the behavioral integration among the top management team members that 

bring congruence and amplification to the masses of the cascading of the CEO’s strategic intent, 

just to name a few of the interdependences uncovered. 

 “And the key to kind of keeping everybody on the same page is talking a little bit about just 

communicating with them. Here’s the vision here’s the shifts that are occurring, you’re going to have 

really bad things that happen, and really good things that happen, and you need to be willing to talk 

about both, not just the good things. And then you need to continue with the vision and explain: this is 

where we want to go”; “And it was really more being able to paint a vision, because if you can’t point 

a vision as a CEO, tactically, if you can say every day what we need to do, that doesn’t really help you, 

but he strategically describes how we would go ahead and fulfill the vision and then he really talked 

about the next steps to get there, so he kind of put the package together”. 

 Transitioning to another level of analysis, reputational micro-foundations were also 

found and accounted for approximately 6% of the primary data. The most prevalent pattern 

being effective storytelling in the service of organization alignment (Ocasio et al., 2018; Helfat 

& Peteraf, 2015; Day & Schoemaker, 2016), followed by CEO visibility. It is likely that most 

CEO do broadcast their strategy to employees and external stakeholders. The important findings 

from this study relate to the way in which CEOs effectively leverage such underpinning in the 

service of strategic changes. They are able to synthesize the strategic change story in its simplest 

terms, which make logical sense to the various stakeholder groups that are key to support the 

CEO in effectuating the plans, and they keep a consistent message over time. The connection 

of such storytelling ability and the CEO cognition and approachability was visible. 

 “It goes beyond the reframing of how we see our business. It's not doing that reframing 

once, but doing it a hundred times, and doing it every day, and being super consistent, and basically, in 
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every executive sync conversation I have”; “If you think you have to make tweaks to the strategic change 

story because you have delivered it 500 times as the CEO, just remember that it doesn't mean that 

everybody else has heard it 500 times too, so don't stray from the message”; “You pick the message, 

you say the same thing over and over again. So he consistently uses the same messaging around what 

he expects, what's he already saying”. 

 Moreover, they use congruence between words, behaviors, and actions to foment 

mastery modeling (Wood & Bandura, 1989). They are effective role models of the strategic 

change story, and they keep and repeat the very same story until such a time that the highly 

ambitious goals are attained, and they embed features at the individual TMT level, the relational 

level, the organizational level, and reputational levels that support the propagation of the main 

elements of the strategic change. This sharp approach to crafting and amplifying the strategy 

change story not only has proven to be effective in creating and sustaining organizational 

alignment but also sends a strong signal to any dissonant organization member that such 

disconnect is not acceptable. 

 “He is a sophisticated thinker, who can help just about anyone understand complex topics 

in simple ways, and he uses humor and analogies that the front line employees can relate to, in 

explaining to them what they need to do to help the company succeed”; “Talking to employees about 

strategy is important but not enough. As the CEO, I make sure that we provide them with tools to help 

them play the role I need them to play for us to achieve our transformation. You have to explain where 

we are going and, in addition to communicating frequently and, quite frankly, repetitively with them, 

you also need to change resources, processes, tools, policies, so that you don’t send incongruent signals. 

If you don’t align the environment to the change you want to see, most people will eventually give up in 

trying to change”. 

 The last pattern identified by which the studied CEOs impact strategic change, 

which accounted for 15% of the discourses coded, is by directly sensing opportunities, seizing 

resources to either create or capture them and transforming the resource base for continued 

renewal. They proved to be particularly effective at always-on sensing capabilities, looking out 

to identify early opportunities and threats about to hit their firms. More importantly, they inform 

their seizing capabilities to mobilize resources that will create opportunities (most predominant 

pattern) or capture opportunities with resources already possessed by the firm, by having a keen 

assessment of the customer’s needs. They leverage individual micro-foundations of cognition 

and dispositional traits in doing so, as well as the organizational management system. 

Moreover, the CEO’s positional power is paramount for the mobilization of resources, 

particularly to create new opportunities for the firm.  

 “Since she became the CEO, the customer obsession piece became much more visible at 

the top, and that's really what she embodies and role models”; “How do we play a larger role in our 

customer success? That is the question I always ask myself when I am interacting with a customer”; 

“the CEO role, particularly the customer obsession is the most important thing in this cultural journey, 



252 

 

so I am spending a lot more time with customers”; “If you truly keep your radar always on, reading, 

interacting with interesting people, reflecting, reimagining your business, and coupled with that, you 

are skilled at steering the organization, chances are new business opportunities will be created. If 

nothing else, your customer or your competitors will give you the answer”; “I think that the CEO is the 

person who can most quickly redeploy resources to address opportunities and customer needs. In our 

case, we are challenged by [CEO name] to gain efficiencies via productivity improvements, which in 

turn releases funds for investments. It is true that we invest time selling business cases to our board, but 

at the end of the day, we have to at least partially fund our initiatives. We need to provide our 

competence to manage the funds we own”. 

 Smaller size firms relied more heavily on the CEO’s direct influence on dynamic 

capabilities and less on reputation, and relational and organizational levels blended together. 

Newly appointed CEOs relied on their own individual underpinnings, the direct impact on 

sensing, seizing, and transforming, and on initiating the creation of reputational underpinnings. 

Lastly, operational capabilities were mentioned as important foundational components of 

effective strategic changes, although CEOs did not seem to invest a substantial part of their time 

on these capabilities. 

 “If you were to ask him he would probably tell you he'd want to spend more time on 

transforming and less on fixing execution, that's kind of the job of a CEO”. 

 In closing and for research method transparency’s sake, appendices B and C 

respectively present the number of individuals out of the 25 interviewees that referenced each 

of the 95 nodes uncovered, and the most cited nodes among the CEOs alone.   
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5. DISCUSSION AND CONCLUSION 

 This study was set out to examine how CEOs impact strategic changes in the pursuit 

of superior business performance in the technology sector by getting inside the black box of the 

so-called “CEO effect” to answer the following research question: how do CEOs impact firms’ 

strategic changes in high-velocity technology markets? 

 The answer to this question will be organized as follows: description of findings 

that ratify propositions present in the extant literature, the propositions that this study sets forth, 

and lastly, the presentation of an integrative multi-level model to depict the most relevant 

underpinnings of the CEO impact at individual, relational, organizational, and reputational 

levels, and their interplay. 

5.1 Findings supporting previous studies 

 Starting with findings that are in alignment with prior studies, firstly, this study 

confirms the existence of the idiosyncratic CEO effect (Hambrick & Quigley, 2014; Fitza, 

2014; Quigley & Hambrick, 2015; Quigley & Graffin, 2017). Absent the managerial services 

of the CEOs it is improbable that the firms would have been capable of effectively transforming 

themselves through the strategic changes they underwent in their ongoing search for 

evolutionary fitness. The CEOs did not suffice, but they were a requisite condition in order for 

the firms to adapt to the environment effectively through strategic changes.  

 Moreover, the impact of CEOs in strategic changes takes place through multiple 

levels (Helfat & Peteraf, 2015; Salvato & Vassolo, 2018; Kurtmollaiev, 2020). Each level is 

comprised of several underpinnings or micro-foundations that are interdependent within and 

across levels. The higher (macro) level constructs, in particular, are comprised of individuals, 

processes, and structure (Felin et al., 2012), and the underpinnings affect one another within 

individuals and among them in social interactions through productive dialogue (Salvato & 

Vassolo, 2018). It takes longer to effectuate the CEO impact in the macro levels of 

organizational and reputational components as they are a consequence of progress made mostly 

in the levels that reside at or close to individuals, which in turn are pre-conditions for higher-

order levels to be shaped in an intentional manner. Moreover, small size companies rely 

predominantly on individual and relational micro-foundations to directly impact their 

organizational capabilities in service of strategic changes, whereas large corporations require 

the full utilization of all levels uncovered.  
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 The findings suggest that CEOs that effectuated strategic changes assign 

importance to operational capabilities as foundational attributes, but they invest a 

disproportional share of their attention to the work required to shape dynamic capabilities 

through sensing, seizing, and transforming. 

  At the individual level, managerial cognition, managerial human capital, and 

managerial social capital are necessary underpinnings of a CEO’s impact on the firm’s resource 

base through their dynamic managerial capabilities (Adner & Helfat, 2003). These 

underpinnings are pre-requisites among top management team members, as posited by the 

upper echelons theory (Hambrick & Mason, 1984; Hambrik, 2007). Nevertheless, the 

propositions of this study will indicate that there is an important underpinning missing in the 

current theoretical framework, namely the psychological dispositional traits. Moreover, 

dynamic capabilities on individuals ought to be present beyond the upper echelon for 

organizations to strategically transform (Kurtmollaiev, 2020). 

 Cognition stands out as a paramount underpinning among all micro-foundations 

identified (Helfat & Peteraf, 2015) across all levels, and its importance manifests itself in 

several ways. At the CEO and top management team individual level, it aids their leadership as 

intelligence is expected to be an attribute that enhances followership (Judge et al., 2004). 

Additionally, cognition enables crucial elements such as mental agility, ambidextrous thinking, 

vision clarity and focus, memory, intellectual curiosity, and the ability to evolve one’s own 

cognitive schema via self-reflection and self-improvement. Importantly, a CEO with limited 

cognition won’t be able to compensate for that gap through a high cognition top management 

team. The CEO job demands and required managerial discretions (Hambrick, 2007) are simply 

too great for such a gap not to undermine their effectiveness. In addition, cognition supports the 

effectiveness of human and social capital. In its absence, extensive career experience in a certain 

industry or firm might lead to rigidity, and expansive social networks might lead to excessive 

sensing without the required seizing activities for the firm’s dynamic capabilities. 

 As to the upper echelon themselves, the top management team is certainly necessary 

for the CEO to be effective in implementing strategic changes. They can be a source of 

additional micro-foundations for sensing and seizing, and they are necessary for the execution 

of the resource base transformation. Nevertheless, this study indicates that the CEOs exercise 

primary accountability for the team composition, team norms, and behavioral integration (Jones 

& Cannella, 2012), placing the role of the top management as an important one, but of the 
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secondary order. Moreover, despite the frequent mention of top management team inner circles 

in the literature, CEOs seem to exert more efforts on the behavioral integration of the entire 

TMT (Simsek, 2009).  

  CEOs perform sensing and seizing managerial services, and they mobilize 

resources to create and to capture opportunities, which indicate that they directly impact the 

firm’s dynamic capabilities (Teece et al., 1997, Adner & Helfat, 2003; Teece, 2014). 

Specifically, they do so predominantly by constantly imagining and identifying new ideas for 

business opportunities, assessing these ideas against their view of customer needs, and using 

their power to mobilize resources to create such opportunities for the firm (Powell, 1994; 

Blalock, 1989; Olsen et al., 2019).  

 Although clearly present in all cases studied, such direct influence was a pattern 

more visible in the smaller size companies. The influence of the CEO in strategic changes of 

larger enterprises seems to require more layers of the multi-level approach. In both cases, 

customer obsession is required of CEOs in order for them to utilize insights from customer 

needs to sense and seize opportunities, which in turn will inform resource (re)allocation to meet 

emerging requirements. 

 There was clearly more of the CEO’s time spent in furthering the firm’s dynamic 

capabilities than its operational capabilities. Additionally, there was the acknowledgement that 

operational capabilities are important foundational elements of strategic change in the sense 

that their absence will impair transformation, but their presence will most likely sustain the 

current status quo Winter (2000, 2003). 

5.2 Propositions put forward by this study 

 First, this study introduces the term individual dynamic capabilities in support of 

the view that in high-velocity markets and in order for firms to attain superior performance, it 

does not suffice that only management at the upper echelons displays dynamic capabilities. In 

order to be effective, strategic decision making and consequent adaptive operational execution 

cannot be centralized at the top. This is due to the required response agility so that the firm’s 

dynamism rate is similar to or faster than the market dynamism, which demands new knowledge 

creation and iterative execution to adapt to unpredictable events (Eisenhardt & Martin, 2000). 

Moreover, the increased complexity derived from the highly uncertain environment requires 

the individual cognition of many more organization members than management alone, for the 
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firm to be able to timely sense and seize opportunities, and transform the resource base 

accordingly. This is because the risk of the individuals vested with authority being incorrect is 

higher with heightened uncertainty (Thompson, 1967). Another relevant reason pertains to the 

firm’s management model. Despite the fact that most, if not all, firms have one, its effectiveness 

relies on its design features and also on the individual capabilities of the organizational 

members, as shown in this study. These findings were substantiated by the individual capital 

required of the management team, the relational capital, and the organizational capital, heavily 

dependent on the existence of a wider cast of individual, organizational members. 

  Not to confuse matters, the fact that individual dynamic capabilities are required 

beyond management levels for firms to undergo strategic change does not detract from the 

importance of the CEO and the upper echelons. Positioning dynamic capabilities as residing 

exclusively among top management is confusion between human capability requirements and 

the importance of hierarchical power and leadership in organizational behavior. 

 Certainly, leadership is one of the transformational levers of organizational 

behavior through which executives provide direction and serve as behavioral role models for 

all employees (Burke & Litwin, 1992). Nonetheless, in order for all other individuals to sense, 

seize, and adaptively execute the work required of them on a timely basis, individually and in 

teams, they certainly have to display dynamic capabilities as well. In the absence of the required 

primary individual underpinnings, the outnumbered upper echelon will be less likely to 

transform a stale resource base as they face strong path dependence effects.   

Proposition 1: Individual dynamic capabilities are required not only by the upper 

echelon but by the remaining employees of the firm undergoing strategic change 

 Second, human dispositional traits are lacking in the prevalent literature on 

underpinnings of the dynamic managerial capabilities despite their relevant role in human 

behavior. They impact motivation, emotions, and psychological states (Cobertt, Neck, & 

Laverty, 2011; Beck & Wiersema, 2013; Fleeson & Jayawickreme, 2015; Vuori & Huy, 2016). 

As such, they impact organizational outcomes, at least partially (Hambrick, 2007). 

 Among the dispositional traits that emerged from empirical data on this study, the 

CEO’s approachability and interpersonal skills revealed itself to be of primary importance and 

a major mediator of the CEO’s cognition. This trait is dissimilar to the agreeableness trait put 

forward by the five-factor model of dispositional traits, in the sense that a person with high 
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agreeableness may put the interest of others above their own and has the tendency to be trusting, 

compliant, caring, and gentle but loses leadership effectiveness (Judge et al., 2002). 

 Drawing behavioral descriptors from Spencer and Spencer’s (2008) competence 

models that lead to superior performance, approachability, and interpersonal skills are 

comprised of interpersonal understanding and relationship building or the ability to understand 

both emotion and content and get others willing to take actions desired by the CEO.  

 They understand the complex causes of others’ long-term underlying attitudes, 

behavior patterns, or problems, and they are able to predict other’s responses by levering such 

understanding, and also by listening and observing. They are easy to talk to, and they alter their 

own behavior in a helpful, responsive manner. These CEOs draw from complex influence 

strategies and are high on what Spencer and Spencer (2008) called organizational awareness, 

or the individual’s ability to understand underlying drivers of organizational behavior and the 

power relationships in his or her own organization or in other organizations.  

 CEO approachability has several positive applications in the process of effectuating 

strategic changes, which become even more important as they interplay with the CEO’s 

cognition. At the individual level, it enabled him or her to gain access to more information 

(Adner & Helfat, 2003). It facilitated the CEO cognition and learning improvement by 

individuals around them (Kor & Mesko, 2013; Bridoux et al., 2017; Martin & Bachrach, 2018), 

who did not hold their own underpinnings back by fear or lack of opportunity to speak up. It 

reduced the risk of managerial hubris, dominance by authoritative power, and myopia from 

impression management.  

 Cognitively advanced individuals with highly influential dispositional traits and in 

possession of hierarchical power can be intimidating to others, in the absence of approachability 

and interpersonal skills. Hence, at the relational level, the chief executives’ interpersonal skills 

permitted the leadership-followership capabilities in the top management team (and other 

relevant individuals) in the firm to exist, which in turn amplified the storytelling (O’Reilly III 

& Tushman, 2011, 2013; Day & Schoemaker, 2016; Collins, 2020) around the strategic changes 

and strengthened the behavioral integration at the top management team bringing more 

congruence between strategic vision and execution (Simsek, 2009). The CEO’s approachability 

also enhanced their ability to sustain broad and dense networks (Stajkovic et al., 2012) of 

relationships with customers, which shortened the linkage between the CEO’s individual 
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underpinnings and their impact on the firms’ sensing, seizing, and transforming dynamic 

capabilities. 

 The CEOs’ approachability and interpersonal skills were not only impactful on 

dyadic relations, but also in underpinning the effectiveness of the organizational and 

reputational levels. Individuals who don’t interact with him or her directly will seek information 

to form an impression (Goffman, 1978) and will be more likely to behave according to the CEO 

direction and guidance (Collins, 2020) and to bring new ideas, initiate change, and take risks, 

fully leveraging their own individual dynamic capabilities, if they are given reasons to believe 

that it is in their benefit to do so. Lastly, the CEO’s understanding of complex social influencing 

strategies has proven to be key to adapt the strategy change story to its simplest terms per 

audience and utilize varied verbal and non-verbal ways to sustain congruent and frequent 

dialogue over time.  

Proposition 2: The CEO dispositional trait of approachability and interpersonal 

skills is a crucial additional underpinning of the individual dynamic capabilities 

 Third, the quality of the individual members of the TMT matters (Larson & Lafasto, 

1989; Hackman, 2012). It matters because the individual dynamic capabilities are foundational 

to the organization’s sensing, seizing, and transforming capabilities.  

 It also matters because individual top management team members lacking such 

attributes won’t achieve the required level of behavioral integration in a timely manner, as they 

have adverse developments to overcome such as the risk of uncertain environments creating 

more opportunities for tension, the growing average size of top management teams and turnover 

among its members, coupled with personal interactions becoming more virtual in nature. 

  Discrepancies among top management team members in terms of cognition to 

perform mental processes (Helfat & Peteraf, 2014), motivation alignment derived from 

dispositional traits (especially ambition towards goals, eagerness to learn, and courage to 

challenge hierarchy), shared beliefs (for instance, to fully endorse the company’s management 

and culture models), and experiential emotions (Izard, 2009) are not impediments to 

effectiveness in the upper echelons but certainly make it less likely to be obtained.  
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 The CEO’s failure to address issues known to the group will impair key elements 

that drive human behaviors such as Bandura’s (1989) behavioral production process, by which 

people compare their adequacy against their conceptual models in order to inform their actions.  

 Following this, CEOs that effectuate strategic changes have underpinnings that will 

not work as effectively if the leader-member exchange is out of balance (Ilies, Nahrgang, and 

Morgeson, 2007). The results uncovered that the chief executive has high energy and stamina 

levels, is persistent and has high confidence in their own skills, or self-efficacy. They are data, 

excellence, and results-driven, and they are courageous to make business and talent decisions.  

 They are also impatient, direct, and highly productive. Individuals who are 

incapable of coping with the requisites necessary for the CEO followers will become obstacles 

to the broader strategic change. They will also inhibit the CEO’s approachability and 

interpersonal skills because there is an implicit performance-based merit and trust requirement 

for this attribute to be displayed by the chief executive. Cognizant of such potential 

developments, effective CEOs will address team mismatch issues early, as they will see their 

impact limited by the reduced absorptive capacity of the top management team (Kor & Mesko, 

2013). 

Proposition 3: High bar on TMT quality is a moderator of the CEO’s 

effectiveness in driving strategic changes 

 Next, a firm without a management model that systematizes ongoing dynamic 

capability routines of sensing, seizing, and transforming is more likely to be selected than to 

adapt. The absence of social spaces to elicit productive dialogue and support individual 

behavioral integration (Salvato & Vassolo, 2018), hidden political disputes for resources as a 

proxy for power (Powell, 1994), the inertial symptoms of resource path-dependence (Dierickx 

& Cool, 1989), or the sheer confusion that emerges in large groups without purposeful attention 

management mechanisms (Shepherd, Mcmullen, & Ocasio, 2017), make the tall order of 

strategic change very difficult to surmount, as the social systems within the organization will 

default to stagnation. 

 Contrarily, the proper management model amplifies the CEO’s influence beyond 

the top management team and individuals with whom he or she has a dyadic relationship. If 

well suited to the business model being pursued (Basile & Faraci, 2015), the management model 

will be the CEO’s catalyst for sustained strategic change at scale, as it can enable coherence 
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among strategy, structure, processes, execution, and performance management, all fueled by 

intentional human action.  

 The management model is not the panacea for strategic change because, in order 

for it to be effective, the underpinnings required of individual and relational levels, as well as 

its own design features, need to be fit for purpose. Moreover, strong CEO mastery modeling 

and a congruent goal system (Bandura, 1984) need to be present, and the model needs to be 

sustained and amplified to become an organization's operational capability. To avoid 

institutional isomorphism (DiMaggio & Powell, 1983), the easily imitable disciplined 

execution of the several steps pertaining to the model are paramount, but creativity, adaptability, 

agility, and many other social accomplishments possible among individuals who have 

individual dynamic capabilities themselves shall prevail in the content produced in each step. 

Proposition 4: The CEO’s management model determines his or her ability to 

attain evolutionary fitness through intentional effort orchestration of others  

  Finally, the results indicate that interdependence among underpinnings at the same 

level of analysis as well as across levels makes the attainment of perfect conditions for strategic 

changes at firms resemble the shape of a house of cards. The analogy comes from the delicate 

balance required for the house to stand tall, in terms of the number of cards, the sequencing of 

their placement, the semi-solid foundations where subsequent layers are built upon, and the 

reciprocal impact that their weight has on the house foundation. What makes the equilibrium 

conditions of strategic changes less precarious is that within the firm, some cards (or 

underpinnings) are at least semi-stable, and there is the glue keeping them together, which are 

the routines derived from social accomplishments. In firms, the queen or king card representing 

the chief executive seems to matter more than the others because of hierarchical power.  

 In isolation, most if not all underpinnings would be easily transferable, for instance, 

by hiring away a CEO with superior cognitive abilities or by adopting a best practice such as 

the management model. As posited by the resource-based theory, such transferability or 

imitability would erode competitive advantage by making just about any company capable of 

transforming strategically (Barney, 2001). 

 The interplay among underpinnings within and across levels taking place mainly 

via productive dialogue in human connections that not only keep the firm’s “house of cards” 

together but make it idiosyncratic and dynamic, strongly corroborates Salvato and Vassolo’s 
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(2018) propositions that the dynamism of dynamic capabilities stems from effortful social 

accomplishments that are multi-level and interdependent by design. In other words, the 

underpinnings are static or semi-static features of a social system. 

 For instance, the CEO cognition is critical for the direction and guidance toward 

outcomes not only as it provides clear direction but also because it is likely to indicate the most 

appropriate course of action, given the specific environmental conditions of the company.  

 The delegation and encouragement to take risks coming from the CEO leadership-

followership approach positively impact subordinates if they don’t fear retaliation and are 

courageous to push back against hierarchy, behaviors that are at least partially reinforced by the 

CEO approachability and also embedded in the organization’s management model and the 

TMT’s dispositional traits.  

 Another example of interconnectedness is the important mitigation of horizontal 

and vertical silos. It does not happen solely via individual capabilities of the TMT, behavioral 

integration across TMT members, and by the CEO’s storytelling and communication. The 

adverse consequences of group impression management, such as the tendency to avoid 

dissonance in situations of low emotional value to the individual (Goffman, 1978), would 

prevail in the absence of CEO approachability and a congruent goals system that rewards the 

achievement of cross-functional goals.  

 One more, non-exhaustive, example of the idiosyncratic interplay among levels and 

underpinnings is the formation of reputation and how it serves the purpose of strategic changes, 

particularly in larger organizations. The reputational level is the cumulative effect of individual, 

relational, and organizational levels, and it will only be accretive to strategic change if its 

preceding levels have been effective. For instance, CEO visibility will serve reputation well if 

his or her strategic change story is understandable and logical at first, and is achieved over time. 

Signaling for self-selection will be an effective reputational underpinning if consequence 

management of deviations to the management and culture models were effectively reinforced 

at the organizational level, which is more likely to happen if the CEO holds a high bar on top 

management team quality and if the organizational leaders live the culture model in practice. 

Proposition 5: The interplay among underpinnings within and across levels is 

more important to competitive advantages than the underpinnings themselves  
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5.3 An integrative model of CEO impact on strategic changes 

 Figure 21 proposes an integrative model of the process by which CEOs impact 

strategic changes, which is the main theoretical contribution of this research. At its most general 

view, the model posits that CEOs utilize their own and the TMT’s individual capitals, as well 

as relational, organizational, and reputational capitals to perform dynamic capabilities activities 

of sensing, seizing, and transforming. What were once called multiple levels of the model are 

here renamed to capital due to their potentiality of enabling the CEO to attain superior business 

performance by changing their firms strategically. 

Figure 21 

An Integrative Model of CEO’s Impact on Strategic Changes 

 

Source: produced by the author 

  Firstly, CEOs impact strategic changes by drawing from their own individual 

micro-foundations or underpinnings, and despite the fact that a myriad of them makes each 

CEO a unique individual, cognition, approachability and interpersonal skills dispositional traits, 

varied human capital in terms of experiences and observation opportunities of others, 

orientation to hold high expectations on the quality of the talent they employ in the top 

management team, and orientation to understand customer needs and assess business 
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opportunities in light of those, are the most critical and differentiating underpinnings they 

leverage. 

  Secondly, CEOs leverage the underpinnings of the top management team members 

to provide oversight to the firms’ operational capabilities for today’s results to be attained, and 

they enlist their managerial services required for the firm’s strategic change to take place. Both 

roles won’t be properly fulfilled if the following underpinnings are not present in conjunction 

with CEO’s orientation to hold a high bar on the top team quality: top management team 

member own cognition, particularly in terms of mental agility and ambidexterity to cope with 

both operational and dynamic capabilities requirements, personal accountability, motivation 

towards ambitious goals and learning, and courage to challenge the status quo and to push back 

despite hierarchy. Approachability and interpersonal skills are for the CEO what courage to 

push back despite hierarchy is for the individual management team members. The presence of 

both attributes enhances the odds that productive dialogue takes place, when individuals 

interact, as part of the meso-level, described next.  

 Lastly, lacking the more foundational underpinnings like cognition, approachability 

and interpersonal skills in the CEO, and courage to challenge hierarchy and motivation towards 

ambitious goals and learning in the individuals in the top management team will impair the 

dynamic capabilities of the leadership team as a whole, as these individual attributes are 

required in quantities enough to cope with the acute job demands in high-velocity markets.  

  Next, moving on to the meso-level where relational underpinnings lie, the forged 

relationships that the CEO uses to impact strategic change are not one-sided. These are micro-

foundations that reside between the CEO and individuals that interact with her or him directly 

from within and outside of the firm. The primary underpinnings uncovered that comprise the 

relational capital were direction and guidance toward outcomes, delegation and encouragement 

to take risks, behavioral integration in the top management team, and mitigation of horizontal 

and vertical silos.  

 They are relational because the resulting underpinning is not the sheer combination 

of attributes possessed by everyone in the vast array of relationships required for strategic 

change to be effectuated. The CEOs studied seem to do more than simply broadcast the 

direction the business needs to change towards or make statements that people are allowed to 

take risks, or expect that teamwork across departments and beyond the boundaries of the firm 
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will emerge upon his or her request. These underpinnings will be in place if nurtured as a social 

process, in which micro routines that enable behavioral integration to exist, are introduced and 

sustained. Considering that the extant literature is vast on individual and organization units of 

analysis but fairly limited on the relational level, it is worth elongating the discussion of the 

findings related to the meso-level.  

 Firstly, although the individual underpinnings themselves are not enough for the 

relational capital to be created, the presence of the underpinnings that each individual possesses 

is not only important to the individual capital element of the integrative model. They also aid 

the creation of relational capital through a balancing act among (i) the CEO and the top 

management team members sharing similarities in terms of their advanced cognitive abilities 

and dispositional traits (adaptability and flexibility coupled with execution discipline, drive 

toward excellence and outcomes, customer obsession, motivation for ambitious goals, curiosity 

to learn), (ii) certain dispositional traits that the top management team members possess 

(comfort in challenging hierarchy and the status quo, execution agility), and (iii) a vast array of 

underpinnings that team members complement each other on (varied human capital, broad 

social capital, their uniqueness in terms of dispositional traits, motivational drivers, feelings 

and emotions, learned skills throughout their lives).  

 To be clear, sharing similarities in deeply rooted motives and dispositional traits, 

and complementing each other’s underpinnings, don’t seem to be an absolute requirement for 

relational capital to be built, but they facilitate the speed in which social interactions that lead 

to this capital productively are in place. They are important but they don’t suffice in high-

velocity environments with frequent rates of strategic change requirements both because of the 

levels of uncertainty and complexity being unbearable for any single individual to process alone 

and because of the potential learning and cognitive reframing that comes from social 

interactions, required for the firm to adapt in dynamic ways.  

 Moreover, and in such a high velocity environment, the dyadic relationships 

developed by the CEO are constantly changing. Members of the top management team may 

resign, customers and suppliers come and go as industry lines are blurrier and business models 

are disrupted. Relational capital is of value in helping employees, customers, suppliers to stay 

longer in social interactions that the CEO needs in order to effectively impact strategic change. 

Additionally, in instances where relational capital alone does not suffice to retain members in 

the network of the CEO, other individuals with whom the CEO has developed this capital will, 



265 

 

at least temporarily, compensate for the instability that the absence of a team member or the 

loss of a customer creates.  

 In its simplest terms, transforming the resource base of an organization in service 

of evolutionary fitness to the environment is heavy lifting and certainly the CEO needs “all 

hands on deck” to effectuate the intended impact. Relational capital is critical to fully enlist all 

help possible and to continue to attract net new help, as the meso level is where the primary 

mechanism by which individual underpinnings are not only utilized but also improved and more 

fully leveraged in service of strategic changes resides.  

 The utilization of individual underpinnings happens via relational capital in the top 

management team because it is through the social interactions that group members can 

productively perform sensing and seizing activities required for the firm’s resource base to be 

transformed. As an example, if the CEO and top management team members don’t interact 

socially in an effective manner as they work to transform the organization strategically, their 

individual capital will be applied within the silos of their areas of accountability. Moreover, if 

they don’t engage in productive relationships with external stakeholders, the opportunity to 

constantly expand their comprehension of the overall strategic change mandate as to sense and 

seize stimuli from the environment will be missed.  

 Additionally, relational capital is important for sensing and seizing, but also to 

permit the proper orchestration of the resource base transformation and change initiatives. If 

not in place, the social system entropy derived from impression management and disputes for 

power will transpire and limit the impact both the individual capital of the CEO and the top 

management team as well as the reputational capital of the firm. In other words, regardless of 

how much effective sensing and seizing takes place, execution holes will emerge. 

 The social interactions also help improve the value of the individual underpinnings. 

Through dialogue, for instance, the cognitive abilities of individual team members are 

stimulated, and the social capital of individuals is updated and expanded, memory and many 

other mental processing systems are enhanced. As indicated in the multi-level model proposed, 

the relational capital not only interacts bi-directionally with the individual capitals of the CEO 

and of the individual members in the top management team, though. They are also critical for 

the effective existence of the reputational capital. As the CEO is always outnumbered versus 
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the sheer volume of individuals required for the strategic change to take place, such relational 

capital is foundational to the amplification of the CEO influence in the environment at large.  

 When the behavioral integration is in place, storytelling towards the organization 

and the external environment becomes more congruent, because it is not only comprised of 

words coming from the CEO, but also narratives and visible behaviors by the upper echelon, 

most importantly when the CEO is not present. Moreover, the sheer volume of opportunities 

for visibility of the storytelling for alignment grows exponentially, as there are more messengers 

more capable of thoughtfully articulate the direction towards outcomes that usually emanates 

more singularly from the CEO. The way the CEO manages the top management team is a high-

stake opportunity for the chief executive to role model the strategic change and he or she wants 

to see in the organization at large.  

 Lastly, in terms of fully leveraging the individual capital present in the team, in 

high velocity environments, the more the individuals in the top management team are able to 

capture relevant signals and truly introject them in the collective awareness of the team as a 

whole, the better. Moreover, the more they can converge toward a direction for the firm, the 

more likely they are to minimize silos and reduce power disputes over resources. If not nurtured 

adequately, different degrees of relational capital between the CEO and each member of the 

team, as well as between top management team peers, leads to the creation of inner circles, 

which would not only prevent the utilization of the individual capitals at their fully extent by 

not including as many varied contributions as possible to face high ambiguity situations, but 

also it could lead to reduced absorptive capacity in the team, as cognitive rigidity is more likely 

to emerge in teams that are less diverse in thinking and more comfortable with the status quo.  

 In sum, the chief executive, in order to use relational capital in service of strategic 

change that leads to superior performance, is competent in assembling teams that are similar in 

terms of advanced cognitive abilities and share deeply rooted dispositional traits and bring as 

much varied life experiences as possible. Then, he or she is able to create and sustain 

opportunities for effective social interactions that enable individuals to offer the individual 

capital they bring, but also evolve it by observing, dialoguing, and working together with others. 

They manage to keep the bar on caliber, performance, and team behavioral protocols high and 

visible to the team, and to the organization and external environments. 
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 Organizational micro-foundations are critical if the CEO seeks to amplify his or 

her impact and ultimately strategically change the firm resource’s base. The most important 

underpinning of the organizational capital to be leveraged by CEOs is the firm’s management 

model. Its exact features are extremely idiosyncratic, but in the absence of a well-suited model, 

the firm’s strategic change is at severe risk as it lacks the ongoing social ritual in which sensing, 

seizing, and transforming activities take place among individuals in an orchestrated manner. 

These findings should bring a theoretical contribution to the organizational mechanisms that 

translate strategic choices of CEOs and TMTs into performance outcomes of the firm, as these 

mechanisms remain “largely a mystery” (Liu, Fisher, & Chen, 2018). 

 The second most relevant component of the firm’s organizational capital is its 

culture model, which is only “words on a page” without the interplay of all underpinnings 

already mentioned and if not embedded in the management model. A management model that 

reinforces the culture expectations is benefited in a virtuous cycle by individual behavior that 

strengthens the management model in return. Lastly, CEOs who create the conditions for the 

organization to unite around the company’s vision are more likely to succeed. 

 The relation between individual and organizational capital is bi-directional because 

both the CEO and the TMT in strategic changes play a hands-on sponsorship in the effectuation 

of the management and culture models, and they use their cognition and approachability to 

effectively create followership around the strategic change story. In return, the organization 

capital also influences individual micro-foundations, for instance, by the interaction of the 

individual dynamic capabilities of the workforce interacting with highly approachable members 

of the upper echelon.  

 Moving on to the type of capital that takes longer to be accumulated, as strategic 

changes are fundamentally broad-based social accomplishments, the CEO transformational 

impact is accelerated by leveraging reputational capital because it enables him or her to enlist 

individuals that they might never interact within a dyadic manner. 

 Obviously, CEOs are typically visible and invest time in crafting and delivering the 

strategic change story in service of organizational alignment, but arguably, these are not 

differentiating actions. CEOs who are effective in strategic changes produce meaning that 

people’s memories can retain by distilling the change story to its simplest terms and by 

consistently and congruently repeating the same message over and over again through 



268 

 

embedded communication rituals that enlist people’s minds and hearts. One of the CEOs’ 

individual cognitive attributes called expansive framing has been visibly relevant as they 

perform storytelling activities. It is about connecting disperse, at first unrelated data points, and 

making sense of them in a way that is comprehensible by others and augments people’s 

understanding and belief on what is possible to achieve. It is worth mentioning that these 

patterns related to storytelling and visibility proved to be particularly crucial in the early stages 

of the strategic change.  

 Moreover, it is not only required that the CEO simplifies and repeats the strategic 

change story in as many visible instances as possible. CEOs who effectuate strategic changes 

display behaviors that are aligned with the change expectations through mastery modeling. 

Lastly, by properly nurturing reputational micro-foundations, they will enjoy the benefits of 

another underpinning of the relational capital: signaling for self-selection. Individuals will 

either be attracted or repelled by the social norms that are sponsored by the group due to their 

role in the service of the strategic change.  

  As indicated in Figure 21, reputational capital interacts bidirectionally with 

relational and organizational capital because the CEO’s and TMT’s individual capitals alone 

can at best influence how the reputational capital is formed. This is because, as per definition 

within this study, the reputation micro-foundations pertain to the relation between the CEO and 

many individuals that he or she does not interact personally directly with.  

 Relational micro-foundations reinforce the reputational underpinnings because the 

CEO enlists a larger body of senior leaders to multiply the story in smaller team settings across 

the organization, and also because the visible behavioral integration at the top management 

team sends the signal that changes are in the organization to last. This behavioral integration 

forces the organizational system to work more horizontally as opposed to hierarchically, which 

confers agility and reduces disputes for resources. 

5.4 Managerial contributions 

CEO appointments and renewals are certainly high-stake complex decisions for 

boards of directors to make. Setting aside cases of acute misfit or misconduct, it may take years 

until the full realization of whether the chosen CEO has produced the effects expected by all 

stakeholders, upon his or her appointment. In fact, the question of whether the firm’s chief 

executive has produced the maximum outcome possible, particularly in highly uncertain 
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environments, and delivered above and beyond what another incumbent could have achieved, 

might never be answered.  

All the complexities and impactful consequences of assessing the CEO effect 

heighten the need for more rigor upstream in the process of nominating and reconfirming the 

incumbent for the position. Although the chief executive is the most senior job in the executive 

career ladder, in practice, the CEO selection, as well as the annual performance evaluation that 

informs contract renewals, are not substantially dissimilar from typical recruitment, selection, 

and performance management processes applicable to other positions in the firm. 

Fundamentality, the selection in most cases is comprised of board members and executive 

search firms interviewing potential candidates, conducting reference checks, and, at times, 

applying psychometrics to uncover dispositional traits. This study’s literature review also 

indicated that performance is not necessarily the cause for CEO dismissal. Both instances entail 

human beings assessing human beings, with all the intrinsic biases and impression management 

dynamics involved. 

The managerial contribution of the integrative model of CEO’s impact on the 

strategic changes that can subsequentially lead to the superior performance of the firm is to 

guide board members on assessing at least four main areas when in front of CEO candidates. 

Does the candidate display awareness of the importance of addressing individual, relational, 

organizational, and reputational in leading the firm? Moreover, does he or she have past 

evidence of possessing the individual underpinnings as well as shaping the creation of the 

underpinnings related to the remaining levels in their prior employers? Given the specificity of 

each micro foundation per level, striving to assess their existence in the track record of the 

competing candidates becomes a more objective way of gathering shreds of evidence that will 

support the final selection decision. 

The integrative model is also contributory to CEO performance management that 

impacts renewal decisions. The annual CEO performance assessment rituals led by boards of 

directors could be expanded from the traditional financial and non-financial lagging metrics to 

a review of whether there is evidence that the CEO is operating at the multiple levels of the 

model and dynamically evolving the features of each underpinning. Moreover, the model 

indicates that boards of directors could consider not only assessing the CEO, but also the 

underpinnings of the individual members of the top management team, as well as the relational 
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underpinnings of the social interactions between the CEO and each TMT member, and the 

behavioral integration present in the team as a whole. 

Finally, the integrative model put forward should be of service to current and 

aspiring CEOs. The former, faced with high-velocity environments and the imperative of 

strategically transforming the firm’s resources base to remain competitive, could benefit from 

guiding his or her actions by the breadth of the multileveled approach to leading change 

combined with the specificity of the underpinnings that comprise each level, making his or her 

approach to leading the firm comprehensive and actionable. The latter, in making career and 

learning choices in a forward-looking manner to become ready to take a CEO role, could use 

the integrative model to develop their individual underpinnings, for instance, investing in 

human and social capital, and at the same time practice shaping the relational, organizational, 

and reputational levels within their areas of accountability, likely to be in functional roles. 

5.5 Limitations 

Despite the choice of the multiple case study as the most suited method for this 

study, given the nature of the research problem and the research question asked, it is important 

to acknowledge the issue of generalizability that accompanies such choice.  

Moreover, the findings are certainly impacted by the subjectivity of the researcher 

in interpreting perceptions of others, predominantly via semi-structured interviews, which 

entail the risk of impression management and retrospective sense-making. Despite the fact that 

the finding reports were reviewed by at least one interviewee per company and their remarks 

were incorporated for the improvement of the research results overall, only the researcher had 

visibility to the entire dataset and performed the coding procedures and results interpretation. 

Moreover, despite the fact that numerous patterns were uncovered in each of the 

elements that comprise the way in which CEOs impact strategic changes in the organizations 

studied, it is definitely not the case that there is a single rule for riches in being an effective 

CEO regarding his or her ability to implement strategic changes. The cases studied had very 

visible similar patterns, but the CEOs certainly were very different individuals. 

5.6 Areas for future research 

Considering the multilevel nature of this study, there are countless opportunities for 

future research beyond what one should dare to suggest here. Therefore, the choice was to 
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highlight the constructs that were more visible empirically in the cases studied than prominent 

in the literature of dynamic capabilities and dynamic managerial capabilities.  

Firstly, the relevance of intricate management systems as the fingers of the invisible 

hands of CEO, manipulating the company’s dynamic capabilities, proved to be a very promising 

construct. If nothing else, this should help explain how the CEO impacts the firm’s organization 

capabilities, both the dynamic and operational ones. Additionally, among the cases studied, it 

was clear that the firms’ culture statements were effectuated by being embedded in the 

management system. As corporate culture seems to be growing in importance among academics 

and practitioners in relation to strategy, a better understanding of how management systems 

work and can help culture transformation would have relevant managerial applications. 

Secondly, there is certainly room for theory building in expanding the micro-

foundations of the dynamic managerial capabilities framework. This is not only extremely 

necessary but also somewhat urgent if strategic management scholars believe that such a 

construct should grow in importance, and given the fact that many empirical studies draw from 

the three micro-foundations (managerial cognition, managerial human capital, and managerial 

social capital). These micro-foundations were very visibly present across all cases studied, 

which is a testimony to their theoretical contributions. Nevertheless, psychological 

dispositional traits, for instance, were identified as extremely foundational underpinnings as 

well, and very impactful to the CEO’s ability to be effective at other levels of analysis such as 

relational, organizational, and reputational levels. 

Lastly, the interplay among all individual micro-foundations in itself seems to be a 

very promising area of study. This is because not only do the necessary individual 

underpinnings need to be in place, but also they need to work well with each other and at the 

right time and most suited circumstances in order to describe the way CEOs effectuate strategic 

change.  
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Appendix A – Semi-structured guide for in-depth interviews 

1. Can you please tell me more about this strategic change I just referred to? What was the situation? Why was this change important? 

2. How did the realization that this change was needed come about?  

3. How did you go about implementing the strategic change? 

4. Why did you approach the strategic change in this particular way? 

5. Which were the most challenging aspects? 

6. Which were the most favorable elements that helped you implement the change? 

7. Were there any particular interventions that were most effective? (Focus on how CEO approached interventions, not on the interventions themselves) 

8. Did you have to adapt any initial approach along the way? Why? 

9. How much of the outcome do you assign to you personally? Why? 

10. What other factors do you think contributed to the outcome? 

11. Looking back at your life trajectory, which aspects do you believe have been critical to the effectuation of this strategic change in particular? 



299 

 

Appendix B – Number of individual references per coding node 

 

Source: produced by the author 
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Appendix C – Most referenced underpinnings by all CEOs interviewed 

 

Source: produced by the author 


