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SUMMARY 
 

BACKGROUND (CH. 1-3) 

Corporate-level strategy deals with the way in which a corporation manages a set of 

businesses. Whether it is possible as a corporation to add value to its businesses is a critical 

question in strategic decision-making processes and therefore a key issue in strategic 

management. Strategic decision-making is conducted by and has effect on individuals, who 

bring their own perspective into the decision-making process. Behavioral and cognitive 

theorists have for long argued for the importance of managerial beliefs and mental models as 

a basis for decision-making. The popularity and relevance of the study of cognition for the 

field of strategic management has genuinely grown over the last decades. 

The importance of managerial cognition in the strategy process is the primary argument 

in upper echelons theory, as proposed by Hambrick and Mason (1984/ 2007): executives act 

on the basis of their personalized interpretations of the strategic situations they face. 

According to this theory the demographic characteristics of executives can be used as valid 

proxies of managers’ cognitive frames. These cognitive frames and their direct effects on 

managerial outcomes are viewed as a black box, while the measurement of managerial 

characteristics, in particular the diverse backgrounds of managers, can be taken as proxies for 

strategic choices. 

Whereas upper echelon theory focuses on managerial backgrounds as determinant of 

cognition, two other perspectives related to strategic choice suggest other antecedents.  

Agency theory (Fama and Jensen, 1983; Jensen and Zajac, 2004) proposes that managers 

translate different personal needs and interests into their belief systems, while social influence 

theory (Blumer, 1969; Chattophadhay et al., 1999) proposes that this process is influenced by 

social interaction with peers. A combination of these views, together with a focus on 

corporate-level strategy, suggests that not only managerial backgrounds are antecedents of 

managerial beliefs, but also those individual characteristics in which different interests and 

social environments come to the fore: the positions that managers have in the organization. 

Knowing, accepting and resolving belief differences on corporate-level strategy can have 

a positive effect on value creation.  Following Grant (2002), “those companies that possess a 

stable consensus concerning dominant logic are better able to achieve a fit between resources, 

strategy, structures, systems and style”. As Goold and Campbell (2000) state on the role of 

cognition in corporate-level strategy processes: “in the difficult field of synergies, the gut feel 

and intuitive judgement of experienced managers should carry considerable weight…a 

structured approach to eliciting consensus is frequently needed”. As a start to this approach, 

this study maps where in the organization differences in judgement are most likely to exist.  
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PROBLEM DEFINITION 

With concern to corporate-level strategy, this study hypothesizes that these differences are 

related to the different organizational positions of managers. It aims at answering the 

following research question: 

 

 
What is the relationship between managers’ corporate-level strategy beliefs and 
their position within the corporation?  

With this objective, it aims at addressing the following research gap: 

1. Insight into the value of enriching upper echelons theory with other theoretical premises 

2. Insight into corporate-level strategy beliefs 

3. Insight into the influence of structural characteristics 

4. Large research samples of primary (European) data 

 

RESEARCH (CH. 4-5) 

The research hypotheses focused on the relation between three positional characteristics 

(headquarter vs. business unit position -‘corporate position’-, hierarchical level and functional 

area) and beliefs on corporate-level strategy, controlling for upper echelons theory-based 

background characteristics. Field research was conducted by means of an online assessment 

of managers’ beliefs on corporate-level strategy. Data was collected from 350 managers in 5 

Europe-based corporations across industries and countries.  

Whereas most of the research into managerial cognition that has been conducted uses 

either secondary data or smaller samples of primary data, usually among more junior 

managers or MBA-students, the dataset is rather unique. The sample includes senior 

managers, such as board members, division heads, headquarter staff, business unit managers 

and functional managers in diverse areas, with different backgrounds. Statistical analysis 

(MANOVA) was conducted to test the research hypotheses.  

 

MAIN FINDINGS (CH. 6) 

Results show that a position at either corporate headquarters vs. the business units of a firm is 

significantly associated with beliefs on corporate-level strategy. Also different managerial 

levels associate with beliefs on corporate control. Functional area does not significantly 

associate with the dependent variables. Firm heterogeneity is the most significant explanation 

of diversity in corporate-level strategy beliefs, but also managers’ origin, study area and to 

some extent functional experience, have some significance in relation to their beliefs on 

corporate-level strategy. Other forms of experience, however, did not yield significant results. 

Thus, whereas the nature (e.g. origin) and, to some extent at least, the nurture (e.g. 

experience and education) of managers can effect their beliefs on corporate-level strategy, the 
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now (e.g. their firm and position within that firm) is even more important. In other words: 

where one sits is where one stands. 

 

THEORETICAL IMPLICATIONS (CH. 7-8) 

The findings of this study extend insights from upper echelons theory research by adding new 

variables engrained in the positions of managers and not only in their backgrounds, 

broadening the theoretical foundation but also reaffirming some of the key assumptions of 

upper-echelons theory. However, the findings have also shown that this theory may need 

some refinement, especially with concern to its top management team focus, continental 

emphasis and assumptions on the importance of experience as indicator of managerial givens. 

Findings imply that managerial beliefs are influenced by the ‘cognitive communities’ 

they are involved in, communities that have different interests and different social networks. 

The significance of these structural characteristics in explaining corporate-level strategy 

beliefs emphasize the value of extending upper echelons theory to an all echelons theory. 

 

PRACTICAL IMPLICATIONS (CH. 8) 

For practice, strategic beliefs on managers play an important role in the strategy process. This 

study has shown where in an organization any differences in beliefs on corporate-level 

strategy are most likely to appear. Of particular practical importance are differences across 

corporate positions (i.e. people at headquarters vs. people at the business), across 

management levels and, for international firms, across national origins. Considerable tension 

can arise when managers have different points of view on the corporate direction that should 

be taken, while an open strategic dialogue can be a catalyst. 

This means that defining and implementing corporate-level strategy cannot simply be a 

task for top management or corporate headquarters alone. Because aligning strategies across 

businesses with the corporate goal is the crucial ingredient of corporate-level strategy, 

simultaneously capturing business value and corporate value, aligning the divergent beliefs on 

corporate-level strategy across managerial levels, nationalities, businesses and corporate 

headquarters is just as crucial in the strategy process. 
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Where You Sit is Where You Stand 

CHAPTER 1: 

INTRODUCTION 

 

1.1 RESEARCH OBJECTIVE 

Corporate-level strategy deals with the way in which a corporation manages a set of 

businesses (Grant, 1995). The large diversified corporation, a firm that is active in multiple 

businesses, has risen as the dominant actor in post-war US and European economies (Rumelt, 

1974; Markides, 1996; Whittington and Mayer, 1999). Whether it is possible as a corporation 

to add value to its businesses is a critical question in strategic decision-making processes 

(Goold and Luchs, 2003) and therefore a key issue in strategic management literature.  

Strategic decision-making is conducted by and has effect on individuals, who bring their 

own perspective into the decision-making process. Behavioral and cognitive theorists (e.g. 

March and Simon, 1958; Cyert and March, 1963; Huff, 1990; Schwenk, 1984) have for long 

argued for the importance of managerial beliefs and mental models as a basis for decision-

making (Walsh, 1995). According to Stubbart (1990), managerial cognitions influence each 

strategy process activity, from formulation to implementation. Recent empirical work indeed 

suggests that differences in managerial cognitions may lead to different strategic decisions 

and outcomes (Adner and Helfat, 2003): managerial cognition ‘matters’. The popularity and 

relevance of the study of cognition for the field of strategic management, or ‘cognitive 

strategy’, has genuinely grown over the last decades (Porac and Thomas, 2002).  

The importance of managerial cognition in the strategy process is the primary argument 

in upper echelons theory, as proposed by Hambrick and Mason (1984): executives act on the 

basis of their personalized interpretations of the strategic situations they face. These 

constructs affect strategic choice in decision-making, which in turn affects strategic 

organizational outcomes that influence firm performance (Carpenter et al., 2004). 

Recognizing that “it is important to understand the factors and processes influencing the 

organization-related beliefs of managers” (Walsh, 1995), the influence of individual 

characteristics on managerial cognitions is also a key empirical research area (Markoczy, 

1997; Porac and Thomas, 2002).  

The individual characteristics of managers are important research subjects because “the 

demographic characteristics of executives can be used as valid, albeit incomplete and 

imprecise, proxies of executives cognitive frames” (Hambrick, 2007). In this secondary upper 

echelons premise, the cognitive frames and their direct effects on managerial outcomes are 

viewed as a black box, while the measurement of managerial characteristics, in particular the 

diverse backgrounds of managers, can be taken as proxies for strategic choices. This is 

illustrated in figure 1. 
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Chapter 1: Introduction 

Figure 1.1 Model of Upper Echelons theory 
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(Adapted from Hambrick and Mason, 1984; Carpenter et al., 2004) 

 

Many researchers have followed up on this argument, mostly focusing on researching the 

indirect relationships between diverging backgrounds of managers and strategic choices or 

researching the direct relationship between manager’s backgrounds and their managerial 

cognitions (e.g. Lurigio and Carrol, 1985; Bantel and Jackson, 1989; Schneider and DeMeyer, 

1991; Markoczy, 1997; Tyler and Steensma, 1998; Musteen et al., 2006).  Results are 

sometimes incongruent (Markoczy, 1997), but in general “studies using a variety of measures 

have reported significant associations between top management [demographic] characteristics 

and important firm outcomes” (Carpenter et al., 2004). In other words, Hambrick and 

Mason’s original black-box thesis, that by measuring the individual characteristics of 

managers, one inherently measures strategic outcomes has found significant endorsement – at 

least for those cognitions measured, and foremost with background characteristics as 

independent variables of analysis. 

However, despite this endorsement and, more generally, the significance of both 

managerial cognition and corporate-level strategy in management research and corporate 

practice, insight into managerial cognitions on corporate-level strategy and the individual 

characteristics that influence them is yet to be provided. This study aims at contributing to the 

field of cognitive strategy and corporate-level strategy, by integrating upper echelons theory 

with agency theory (Fama and Jensen, 1983; Jensen and Zajac, 2004) and social influence 

theory (Blumer, 1969; Chattophadhay et al., 1999).  

Whereas upper echelon theory focuses on managerial backgrounds as determinant of 

cognition, these other perspectives on strategic choice suggest other antecedents.  Agency 

theory proposes that managers translate different personal needs and interests into their belief 

systems, while social influence theory proposes that this process is influenced by social 

interaction with peers. A combination of these views, together with a focus on corporate-level 

strategy, suggests that not only managerial backgrounds are antecedents of managerial beliefs, 

but also those variables in which different interests and social environments come to the fore: 

the positions that managers have in the organization. These attributes include managerial 
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level, functional area and positions at either corporate headquarters or the business units. So 

far, in the words of Carpenter et al. (2004), “upper echelons theory has ignored attributes 

rooted in organizational structure”. 

This can also be distilled when reviewing the wealth of upper echelons theory research so 

far, which focuses mostly on the TMT (top management team), therefore often having to 

depend on secondary data (an elaborate overview of research into managerial characteristics, 

as proxies for cognition, is provided in this dissertation in chapter 3). However, not only top-

level executives, but also business unit and middle managers have significant upward 

influence on corporate-level strategy formulation (Bower, 1970; Floyd and Woolridge, 1992; 

Watson & Woolridge, 2005). Following Burgelman (1983), “the strategic process in large, 

complex firms consists of the strategic activities of managers from different levels in the 

organization”. In subsequent publications, Hambrick (2004, 2007) has proposed that the 

original unit of analysis in upper echelon theory, i.e. the TMT, should be expanded to include 

more levels of analysis within the organization. 

A few researchers have used the significant role of other managers than the TMT in the 

strategy process as their argument to study the cognitions of middle-managers by adopting the 

upper echelons model, using primary data, albeit in relatively small populations (e.g. Calori et 

al, 1992; Baird et al, 1993; Markoczy, 1997). Yet, according to Hambrick (2007), insight into 

managerial cognition and its determinants requires “intrusive access to large numbers of 

executives, who are notoriously unwilling to submit themselves to scholarly poking and 

probing”. So far, access to a large population of managers across levels has been difficult for 

management researchers (Hambrick , 2007). 

Thus, several opportunities to increase our understanding of managerial cognition in 

corporate-level strategy processes exist, in order to provide more insights for both theory and 

practice on the antecedents of cognitive diversity and its role in managerial processes of an 

important strategic issue, corporate-level strategy. In summary, this study aims at addressing 

the following research gap: 

1) Insight into the value of enriching upper echelons theory with other theoretical premises 

2) Insight into corporate-level strategy beliefs 

3) Insight into the influence of positional characteristics 

4) Insight into a large and international set of primary data of managers’ cognitions 

Therefore, this study has the following objective: 

 

 

 To measure how managers think differently about corporate-level strategy within the 
firm and to determine whether this is related to their organizational positions 
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Chapter 1: Introduction 

The focus of this research is on the individual characteristics determining managerial 

cognition, in specific regarding the value of positional characteristics as potential proxies for 

managerial beliefs on corporate-level strategy. As such, it could provide a valuable addition to 

the background characteristics proposed as proxies of cognition and thus strategic choices by 

Hambrick and Mason’s upper echelons theory. The focus is not on causal relationship 

between postional characteristics and cognition, but only on a relationship as such. However, 

in hypothesizing on this relationship, it does follow the premises proposed by Chattophadhay 

et al. (1999) in their research: to develop explanations for potential relationships through 

argument and reliance in empirical work, as recommended by Cook and Campbell (1979). 

The aim of this introductory chapter is to outline the reasoning behind this research 

project, providing insight into its key concepts and describing how it can increase our 

understanding of the attributes of managerial cognition, in particular by expanding the scope 

of upper echelons theory. As such, it should serve as a reading guide. A more elaborate 

discussion of the theory adopted, the research hypothesis, empirical investigation and its key 

findings can be found in chapter 2-8 of this dissertation. The two themes of this dissertation, 

corporate-level strategy and managerial cognition, will be reviewed in the next sections of 

this chapter. This leads up to a more elaborate discussion of the research gap observed.  In 

section 1.5, the issue is approached from a practice-point of view. This leads to the central 

research question, followed by the research design and methodology of the study. This 

chapter will conclude by providing an outlook on the further structure of this dissertation. 

 

1.2 CORPORATE-LEVEL STRATEGY 

As a response to the increased managerial, administrative and governance complexity caused 

by the enlarged size and diversification of the enterprise, the multidivisional form has become 

the preferred form of organization for large firms. In the multidivisional form of organization, 

or M-form (Chandler, 1962), firms are organized in divisions and business units that are 

collectively administered by a corporate headquarter unit (Hoskisson and Hitt, 1994), in 

which the (national) business units can pursue their individual strategies while HQ manages 

the corporate-level strategy across the business units. Around 1993, in Germany, France and 

the UK, 70% to 90% of large industrial firms were organized according to the M-Form 

(Whittington et al., 1999). Much attention has been paid to corporate-level strategy in both the 

theoretical and applied literature on strategic management (Adner and Helfat, 2003). 

Summarizing the different conceptualizations of corporate-level strategy proposed by 

various researchers (e.g. Porter, 1987; Goold et al., 1994; Grant, 2002; De Wit and Meyer, 

2004; Kaplan and Norton, 2006), the issue for managers in the multidivisional organization is 

how the corporation can create value to its businesses, concerning their configuration, 

alignment and management. Recognizing the importance of corporate-level strategy and the 
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corporate question of whether it is possible to add value to a business, Bowman and Helfat 

(2001), building on a large amount of data from previous research (e.g. Wernerfelt and 

Montgomery, 1988; Rumelt, 1991; McGahan and Porter, 1997 and 1998), show that the 

corporate effect - either positive or negative - can explain a large part of the variance of 

profitability across multi-business organizations. Thus, decision-making on corporate-level 

strategy is important for the success of modern-day organizations: “Corporate strategy 

matters” (Bowman and Helfat, 2001; Adner and Helfat, 2003).  

A divergence of corporate-level strategy beliefs is apparent in the academic discourse. 

Generally, the field of corporate-level strategy can be constructed around two issues. The first 

issue is corporate alignment, or how a group of businesses should create value, including 

complex corporate-level strategy issues such as synergy, business unit autonomy, business 

relatedness and corporate scope.  Summarizing the discussion around this area: some 

researchers note the virtue of harvesting synergies throughout the firm in order to create 

corporate value (Porter, 1987; Prahalad and Hamel, 1990), while others express the need for 

independence of local businesses to retain value for the businesses (Hedley, 1977; Taggart 

and Hood, 1999), with researchers from the globalization literature noting that the business 

units should be able to be responsive to their diverse markets (Douglas and Wind, 1987; Dosi 

and Kogut, 1993). On the matter of relatedness, some researchers emphasize the importance 

of relatedness when expanding business scope (Rumelt 1974; Collis and Montgomery, 1998), 

yet others disagree on its importance, or at least on its measurement (Duhaime, 1997; 

Whittington and Mayer, 1999). 

The second issue in corporate-level strategy is corporate management, or how group 

value creation should be managed, covering issues such as corporate processes, 

(de)centralization, standardization, roles of the headquarters and corporate structure.  Around 

this issue, some writers favor a strong interference of corporate headquarters (Chandler, 1962; 

Raynor and Bower, 2001), advertising a high level of standardization or centralization of 

corporate procedures (Jacques, 1990; O’Donnell, 2000), while others articulate the 

importance of subsidiaries and bottom-up involvement (Birkinshaw and Hood, 1995; Paterson 

and Brock, 2002).  

The issues of corporate alignment and corporate control are intertwined issues, one 

usually following the other. Whether ‘strategy follows structure’ (Chandler, 1962) or not, 

often the two will be related to one another. For instance, Markides (2002) puts forward that 

“the answer to the question ‘what is the role of the centre?’ depends on what the centre is 

trying to achieve”, while Whittington (2003) states that “without fixing the right structure, a 

strategy is not really done”.  Even though the two issues will be related, in order to create the 

necessary depth of analysis for this study, the issues will be analyzed separately. A 

description of this framework is provided in chapter 2. 
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Academic dialogue on corporate-level strategy does not only lie at the level of the 

resolution of certain corporate issues, but also more at the epistemological level, in the 

development of strategic management as a whole. Early strategic management research was 

foremost based on the presumptions of structural functionalism (Whipp, 1996), studying 

social phenomena from an ‘outcome’ perspective, as opposed to a ‘process’ perspective 

(Tsoukas and Knudsen, 2002). Early work on strategy was notable for its economic 

determinism (Whipp, 1996), taking a more rational-normative perspective as opposed to the 

strategic choice perspective adopted later on (Hitt and Tyler, 1990).  According to Walsh 

(1995), ”What was lacking was a fresh theoretical perspective to consider how managers 

might increase or decrease value. Enter cognition”. 

 

1.3 COGNITIVE STRATEGY AND UPPER-ECHELONS THEORY 

The translation of concepts from cognitive science towards organizations builds on early 

work by the Carnegie School in the 1950s, when March and Simon (1958) proposed that 

organizations are by nature cognitive phenomena, derived from and influencing mental 

models of their participants. Attention to managerial cognition in the strategy process builds 

on this behavioral decision theory, emphasizing that individuals exhibit biases and use 

cognitive simplification mechanisms in processes of strategic decision and choice (Kahneman 

et al., 1982; Porac and Thomas, 2002). Following Bowman et al. (2002), attention for the role 

of managerial cognition in strategic management research was “a natural outgrowth of a 

closer examination of individual and organizational roles in the strategy process”.  Managerial 

cognition researchers used the premises of ‘bounded rationality’ to counteract the 

paradigmatic economic rationalism of decision processes (March and Shapira, 1987; 

Eisenhardt, 1989). As Simon (1976) states, “it is impossible for the behavior of a single 

individual to reach any high degree of rationality”.  

Academic interest in executive cognition and its impact on strategic processes and 

outcomes has surged in the last decades (Chattopadhay et al., 1999). Managerial cognition 

research is driven by the need to understand the role of the individual in the process of 

strategic decision-making (Porac and Thomas, 2002). The cognitive base for these decisions 

consists of managers’ knowledge or assumptions about future events, knowledge of 

alternatives, and knowledge of consequences of alternatives (March and Simon, 1958; Cyert 

and March, 1963). With these assumptions, managers construct belief structures that are 

simplified representations of the world (Walsh, 1989). 

The process of forming strategy is by its very nature subject to multiple kinds of 

uncertainty, ambiguity and complexity (Szulanski and Doz, 1995). As managers attempt to 

make sense of an increasingly intricate, ambiguous, and ever-changing world, they frequently 

simplify reality into polarized distinctions that conceal complex interrelationships (Lewis, 
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2000). This limited field of vision, selective perception, and interpretations then combine to 

produce managerial perceptions of a situation (Huff, 1990).  In other words, managers bring 

their bounded rationality, multiple and conflicting goals, ill-defined options and varying 

aspiration levels, all derived from their beliefs, knowledge, assumptions and values into the 

administrative setting (Finkelstein and Hambrick, 1990) and thus into the strategy process 

(Chakravarthy and White, 2002). As stated by Porac and Thomas (2002) on the emergence of 

‘cognitive strategy’ research, “it is the recognition and measurement of the filtering role of 

strategic knowledge that is truly a unique and important contribution of cognitive strategy 

research”. 

Prahalad and Bettis (1986) compare managers in multi-business firms to chess players as 

studied by Newell and Simon (1972), having to process vast amounts of information and 

facing an almost unlimited array of choices. The complexity of their task as managers in a 

corporation is compounded by the firm’s operations in many, often quite distinctive markets, 

while the managers of diversified firms must endeavor to realize the synergies that justify 

their firm’s diversification strategies (Stimpert and Duhaime, 1997). 

According to Prahalad and Bettis (1986, 1995), to handle these complexities the 

‘dominant coalition’ adopts a shared mental model. This dominant logic plays a strong role in 

shaping the organization’s growth, diversification and business portfolio strategy. Lampel and 

Shampsie (2000) add that a firm can produce a mindset or worldview that can be shared 

across its business units: “by seeking to inculcate in managers from each of the business units 

the same beliefs and assumptions, dominant logic endeavors to create a degree of consistency 

in the way that these units deal with environments”.  

However, the question can be raised whether in large and complex corporations a single 

dominant coalition exists. Managers do not think alike in terms of their vision, expertise, risk-

profiles, motivations, or goals (Stubbart, 1989). Prahalad and Bettis (1986) do hint towards 

this when stating that “diversified firms with strategic variety impose the need for multiple 

dominant logics”. This study attempts to add to our understanding of what this strategic 

variety can be, in specific the cognitive diversity across organizational positions.  

In their seminal paper on upper echelons theory, Hambrick and Mason (1984) emphasize 

the importance of managerial cognition in the strategy process: “Organizational outcomes – 

both strategies and effectiveness – are viewed as reflections of the values and cognitive bases 

of powerful actors in the organization. It is expected that, to some extent, such linkages can be 

detected empirically.” Indeed, the influence of the organization’s key managers, with their 

divergent cognitive biases, on strategic outcomes has been exposed in management research 

(Hambrick, 2007). In explaining these divergent cognitive biases, the authors quote Weick 

(1969): “if properties can be defined in terms of observable individual behaviors, there is a 

better chance that empirical research can be made cumulative”.  
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Based on these arguments, many researchers have studied the influence of individual 

characteristics on managerial cognitions and outcomes (see also Walsh (1995), Porac and 

Thomas (2002), Carpenter et al. (2004) and chapter 3 of this study for reviews). Nevertheless, 

given the relevance of cognition and corporate-level strategy, both in theory and practice, 

several gaps remain in our knowledge regarding managers’ beliefs on corporate-level 

strategy, as well as on the personal characteristics determining their beliefs.  

 

1.4 RESEARCH GAP 
The research gap, in particular with concern to increasing the explanatory value of upper-

echelon theory and its premises that individual characteristics of managers influence their 

cognitions, was discussed shortly on page 1 and 2.  In this section this is elaborated further. 

The gap in upper echelons theory-based research is graphically depicted in figure 2. 

  
Figure 1.2 Research gap in upper echelons theory research 
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1.4.1 Enrich premises of upper echelons theory 
Upper echelons theory has clearly shown its merits in the past decades in providing insight 

into executives’ actions and corporate biases. This insight can be even more enhanced by 

utilizing its conjectures with other theoretical premises, in particular the agency and social 

influence perspectives. However, the three theoretical perspectives, particularly concerned 

with managerial behavior in strategy processes, are yet to be combined into one study. This 

would be in consonance with the view of Carpenter et al. (2004): “it is through the integration 
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of theories concerned with executive behaviors and choice that the upper echelons perspective 

may provide its richest predictions”. This would extend the explanatory value of Hambrick 

and Mason’s original theoretical arguments and our knowledge on the influence of individual 

characteristics on managerial outcomes. 

Jensen and Zajac (2004) translate insights from agency theory to the influence of different 

board-memberships (i.e. executive directors vs. non-executive directors) on strategic 

outcomes. Even though agency theory mostly focuses on potential conflicts of interests 

between shareholders and the ‘corporate elite’ of CEO’s, executive, and non-executive 

directors (Jensen and Zajac, 2004), according to Jensen and Meckling (1976), “the problem of 

inducing an ‘agent’ to behave as if he were maximizing the ‘principal’s’ welfare is quite 

general…it exists in all organizations, and in all cooperative efforts – at every level of 

management”. 

Whereas upper echelons theory asserts that there is a close association between 

demography-related background characteristics and strategy preferences (Wiersema and 

Bantel, 1992), agency theory emphasizes the role of position-based preferences (Jensen and 

Zajac, 2004). According to these latter authors, “there is considerable value in accepting the 

relevance of both demography and positions”. This study builds further on this assessment. 

Also arguing that the further examination and comparison of two sets of arguments on 

explaining cognitive diversity can increase the validity of the determinants of executive 

beliefs, Chattophadhay et al. (1999) claim the virtues of extending upper echelons theory with 

social influence theory. Social influence theories emphasize that people form and reproduce 

their beliefs by interacting with others (Chattopadhay et al, 1999). As a group comes together, 

some aspects of the individual’s cognitive map will overlap, and some will not (Langfield-

Smith, 1992). Group members are likely to influence one another, especially if the group is 

expected to work together to achieve a common goal (Chattophadhay et al., 1999). 

As managers in organizations act in different ‘cognitive communities’ (Porac and 

Thomas, 2002), their beliefs will be related to the cognitive communities they are in and thus 

the positions they uphold. As Tsoukas and Knudsen (2002) reflect: “Strategy formation is a 

machine-like version of human cognition… [It] is a fundamentally social process: it occurs in 

a social context in which there are relations of influence and power as well as social bonds 

among those involved.” 

Taking a side-step from management theory, the issue of agents acting in given (social) 

environments can also be found in practice theories in sociology. Giddens’s structuralism 

(1984) and Bourdieu’s notion on the ‘habitus’ (1990) pose that people act individually as 

agents, with free choice, influenced by the opportunities or limitations they have within a 

given structure (e.g. gender, nationality, age, social class). Autonomous adoption of this view 

into management theory has been criticized for its over-determinism of managers’ own 
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actions (Whittington, 1988; Wilson and Jarzabowski, 2004). As also proposed by Giddens 

(1984) on the ‘duality of structure’, individuals contribute and construct their macro-social 

contexts, but are correspondingly influenced by these contexts (Wilson and Jarzabowski, 

2004). Hence, both premises around agency vs. structure and the influence of the social 

context are valuable attributions for strategic management theory in general and upper 

echelons theory in particular. 

 
1.4.2 Insight into managerial beliefs on corporate-level strategy 
According to Walsh (1995) in his review of managerial cognition research, “an evocative 

language has emerged around the central construct […], suggesting the early excitement 

generated when a host of researchers begin to discover a useful theoretic paradigm”. A variety 

of researchers has given names to fundamentally equivalent entities: cognitive map (Huff, 

1990), frame of reference (Westenholz, 1993), selective perception (Hambrick and Mason, 

1984), belief structure (Walsh, 1988), heuristics (Schwenk, 1984), world view (Mason, 1969) 

or managerial lens (Miller, 1993) are all synonyms for the dominant way an individual 

regards a certain strategic issue. It reflects the beliefs a manager has about the issue as well as 

the way he acts upon it. Here, the way an executive thinks and acts upon a strategy issue is 

defined as a strategy belief, following Walsh (1995). However, to avoid redundancy of the 

term, the alternatives described before are used simultaneously. 

Abundant research on the content of managers’ belief structures has been done, in what 

Walsh (1988) calls an “eclectic mix of content areas” (e.g. Axelrod, 1976; Huff, 1982; 

Shrivastava and Mittroff, 1983; Walsh, 1988; Dutton et al., 1989; Porac et al. 1989; 

Dougherty and Kunda, 1990; Ireland at al., 1997; Duhaime et al., 1997; Chattopadhay et al., 

1999; Jensen and Zajac, 2004; Musteen, 2006). A closer look at the content of the outcomes 

under study shows that most cluster around business strategy concepts, such as strengths and 

weaknesses (e.g. Stevenson et al., 1976; Ireland et al., 1997), firm success (e.g. Dearborn and 

Simon, 1958; Walsh, 1988)  and competitive moves (e.g. Calori et al., 1992; Hambrick et al., 

1996).  Also popular is to study managerial perspectives on firm growth, such as acquisition 

(Song, 1982; Hitt and Tyler, 1991; Jensen and Zajac, 2004), and diversification (Smith and 

White, 1987; Michel and Hambrick, 1992; Jensen and Zajac, 2004). 

This closer look reveals a lack of research into managerial cognition on corporate-level 

strategy issues. Ambrosini and Bowman (2003) argue that “no studies have been conducted 

which have explicitly explored executives’ perceptions of corporate strategies”. This point of 

view might be a little excessive, but research into the cognitive biases of managers on 

corporate-level strategy remains scarce - even though corporate-level strategy is an important 

issue both in literature and practice. Some empirical research has been done in the content 

area of corporate-level strategy, e.g. Ireland and Duhaime (1997) on the conceptualization of 
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‘relatedness’ and Jensen and Zajac (2004) on perspectives on the scope of the firm, yet this 

area is not comprehensively exploited yet.  A notable exception is the work by Ambrosini and 

Bowman (2003) who found cognitive diversity among managers concerning a fairly complete 

set of corporate-level strategy issues.  

The diversity of academic perspectives on various corporate-level strategy was noted in 

section 1.2. It would extend insight into managerial cognitions when this notion is expanded 

to practice. What are managers’ perspectives on creating corporate value? Are they more 

inclined towards business alignment in order to reap synergies, or do they feel businesses 

should remain rather independent in order to stay responsive to market demand? What is their 

perspective on the way corporate value should be managed, in terms of standardization or 

centralization processes? What should be the role of corporate headquarters? Finding an 

answer to these questions provides researchers with more insight into the cognitive styles of 

managers in large corporations and potentially the practical relevance of their research. 

 
1.4.3 Insight into the influence of positional characteristics 
In its initial stage, upper echelons theory proposed that background characteristics of 

managers could predict “both givens and behaviors” (Hambrick and Mason, 1984), with a 

focus on the TMT as the dominant coalition within the firm, as “the chief executive shares 

tasks and, to some extent, power with other team members”. Both the group of observable 

managerial characteristics as indicators of the givens that managers bring to administrative 

situations and the unit of analysis that upper echelons theory espouses can be expanded. As 

proposed by Hitt and Tyler (1991), “upper echelons theory as originally proposed by 

Hambrick and Mason may need some refinement”.   

After a thorough review of the upper echelons theory based research until then, Walsh (in 

1989) expressed that “future research is needed to examine the origins of belief structures”, 

advocating research questions around ‘the roles of individual differences’ and ‘belief 

structures in group settings’. However, even though a variety of researchers have done work 

around these research questions, a lot of work still remains to be done: according to 

Chattopadhyay et al. (1999) “there is a surprising paucity of research regarding the 

antecedents of upper-echelon executive beliefs”.  

Even though empirical research on the indicators of managerial cognition remains 

incomplete according to some, there have been many suggestions in what shapes, forms and 

influences the beliefs in managers (Markoczy, 2000). When taking a comprehensive review 

of the empirical research conducted, it becomes clear that most research has followed up on 

Hambrick and Mason’s (1984) suggestions that especially managers’ demographics and 

experiences are indicators of their cognitive givens. Individual characteristics under research 

include age (e.g. Wiersema and Bantel, 1992; Ireland et al., 1997), gender (e.g. Westphal and 
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Milton, 2000; Galavan, 2005), nationality (e.g. Hofstede, 1980; Schneider and DeMeyer, 

1991; Earley and Mosakowski, 2000) and background variables, e.g. education, tenure or 

functional background (e.g. Walker, 1985; Wagner, 1987; Papadakis and Barwise, 2002).  

With regard to experience, results with regard to tenure, work and functional experience are 

fairly consistent. Individual managers that have more experience on any of the three levels 

generally have different perspectives than less experienced managers (Ellis and Child, 1973, 

Walker, 1985; Hambrick et al., 1996).  

An overview of the most relevant research in the area closest to this study is presented on 

the next page. This is taken from an extensive reading of often upper echelons theory-based 

research into managerial cognition and its association with individual characteristics of 

managers. A broader overview is presented in chapter 3. 

With concern to the unit of analysis, most research is conducted mostly among top or 

senior managers (Carpenter, 2004), in line with Hambrick and Mason’s (1984) original 

argument. Because not only top-level executives, but also business unit and middle managers, 

have a significant influence on corporate-level strategy formulation (Bower, 1970; Floyd and 

Woolridge, 1992; Watson & Woolridge, 2005), more and more calls are being made to 

include of more analysis levels in research into managerial cognition, specifically with regard 

to corporate-level strategy. Indeed, Hambrick (2004) argued that “it won’t always be the 

CEO. Sometimes it will be the whole top management team, sometimes middle managers, 

sometimes lower-level employees, and often the interactions and dynamics among all these 

groups, which account for the development, weighing and selection of strategic alternatives.” 

This asks for research into the effects of different managerial levels, from CEO to functional 

manager, on managerial cognition. Hitt and Tyler (1991) and Ireland et al (1997) are among 

the first to increase insights in the area of managerial level, e.g. managers have different 

perspectives on strategy issues across the hierarchy, but more research is needed. In 

particular, corporate-level strategy can have different effects across levels and it is therefore 

likely that managerial beliefs on the issue differ across levels. 



 

 

Author Sample and method Cognitive content Antecedents Relation Main conclusion
Dearborn and Simon (1958) Functional area Y

Ellis and Child (1973) Firm growth Age Y
Flexibility and risk-taking Organizational tenure Y

Functional area Y
Walsh (1988) Functional area N

Functional experience N
Hitt and Tyler (1991) Evaluation of acquisition candidates Age Y

Educational area Y
Work experience Y
Managerial level Y
Educational level N
Cognitive complexity Y/N
Risk propensity Y/N
Industry characteristics Y/N

Wiersema and Bantel (1992) Receptivity to corporate change Age Y
Organizational tenure Y
TMT tenure Y
Educational level Y
Educational area N

Markoczy (1997, 2000) Functional area Y

Nationality N
Ireland et. al (1997) Strengths and weakness indicators Managerial level Y/N

Environmental uncertainty Firm Y
Chattopahdhay et al (1999) Efficacy for goals/tactics Functional background Y Social influence has more effect on executive 

Peer influence Y
Age Y/N
Tenure Y/N

Jensen and Zajac (2004) Functional background Y/N
Governance position Y

Musteen et al (2006) Attitude towards change Positional tenure Y
Functional background N
Functional diversity Y/N
Age Y/N
Gender N

Data collection from external 
resources on TMT members of 87 
Fortune-500 firms

Firms most receptive to corporate change have 
TMTs with lower age, shorter org. tenure, higher 
TMT tenure and higher educational level

Data collection from external 
resources on TMT members of 
200 Fortune-500 firms

Level of diversification and acquisition 
activity

Functional background affects diversification and 
acquisition activity if governance position is taken 
into account

Interviews with 111 managers in 5 
Anglo-Saxon firms in Hungary

Beliefs on relevance of strategic issues Belief is determined by area affected by change

Survey of 271 United Way CEO's

Case-based card sorting by 121 
middle managers in exec MBA

Beliefs on firm success issues for 
functional domain

Managerial beliefs concerning functional domain 
are not directly related to their own

Survey of 65 southwest US top 
executives

Executive demographic characteristics affect 
target firm evaluations, over and beyond rational 
analytical processes and industry characteristics

Case-based research with 23 
middle managers in 1 firm

Beliefs on firm success issues for 
functional domain

Managerial beliefs concerning functional domain 
are related to their own

Survey of 187 managers in 78 
firms

Lower age relates to higher firm growth, while risk-
taking and flexibility differs across functional 
areas

Survey of 56 managers from 3 
South-American companies

Differences exist across levels and firms

Survey of 371 executives in 58 
SBUs across 26 industries

Functional diversity and age affect attitude toward 
change, but this is moderated by CEO tenure

Table 1.1 Overview of adjacent research 
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Differences in beliefs on corporate-level strategy can also exist in other structural areas 

(cognitive communities) within the organization, besides the backgrounds of managers as 

proposed by upper echelons theory.  These determinants would not only include managerial 

level, but also the current functional area and the corporate positions of managers in the HQ 

or the SBU. Whereas a lot of research has been conducted on the influence of functional area, 

this research is often focused on functional backgrounds (e.g. Stewart and Latham, 1980; 

Starbuck and Milliken, 1988; Waller et al, 1995). In fact, “of the factors that could influence 

executive beliefs, none have received more attention than the functional experiences of the 

executive” (Chattophadhay et al., 1999). 

These authors distinguish between functional background, concerning ‘the length of 

executives’ exposure to the functional area’, and the current functional position, concerning 

‘the functional area of the current job’. However, research on the current functional area is 

relatively scarce and, moreover, provides fairly incongruent results (Dearborn and Simon, 

1958; Walsh, 1988; Beyer et al. 1997). Besides functional background, the current functional 

area is also likely to influence beliefs on corporate-level strategy by what Dearborn and 

Simon call ‘departmental identification’. More empirical foundation in this area is required. 

Regarding the nature of corporate-level strategy, it can also be argued that different 

corporate positions of managers (a HQ vs. business position) can cause a diversity of 

perspectives in a corporation. As corporate-level strategy deals with the alignment of 

businesses, emphasizing the role of the corporate headquarters and the corporate processes 

needed in the organization, a ‘business’ or a ‘headquarters’ position can be an important 

antecedent. This ‘us vs. them’ mentality has been found in international strategy research, on 

the tensions between international headquarters and national subsidiaries (Roth and Morrison, 

2002), but this insight has yet to be translated to the area of corporate-level strategy and 

would therefore be a novel explanation of cognitive diversity other than the explanations 

offered so far. 

 

1.4.4 Large and international research samples of primary data 
An appreciative reading of research in this area (again, see chapter 3 for a more complete 

overview) reveals three observations on the typical data set that researchers have at their 

disposal: (1) it is either a large set of secondary data or a small set of primary data, (2) more 

often than not in a U.S. context, (3) with mostly top managers, or as a sample of convenience, 

MBA students.  There are notable exceptions (e.g. England and Lee, 1971; Baird et al, 1993; 

Markoczy, 1997) but these are relatively scarce. 

With regard to the size of the data set and the research method employed, Huff (1997), in 

a critical review of managerial cognition research, advocates a “desirable development” of 

managerial cognition research towards “larger sample sizes” and “more sophisticated 
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methodologies” – away from “early empirical studies that … were based on small sample 

interviews or intensive case studies”. This asks for more survey-oriented, large-scale 

approaches to mapping managerial cognition. 

Whittington et al. (2002) note that “as the strategic management discipline was born in 

the USA and for a long time operated primarily as an American export industry, … complex 

findings arise from the new more international research community”.  Indeed, following 

Hambrick (2007), “the overwhelming majority of empirical studies have used samples of 

American firms,…stacking the deck in favor of significant results”. This study will aim at 

deriving its conclusions from a more international (more than American) data set. This is in 

concordance with Hambrick’s (2007) encouragement for “others to join in advancing our 

understanding of how upper echelons theory might take on very different complexions, 

depending on the macrosocial context”. 

Primary data refers to data collected from original sources, while secondary data refers to 

data obtained from published sources, often in databases, based on public reports such as 

annual reports, 10-K reports and company bulletins (Remenyi et al., 2002). The benefits of 

gathering primary data are that it is less likely to be influenced by reasons of sensibility and 

confidentiality (Venkantraman and Ramanajuram (1986) on measuring business performance) 

and it “maximizes realism of context” (Scandura and Williams, 2000). Possible limitations 

are that it is often hard to gather these data on cognition (Hambrick, 2007) and the danger of 

bias (Venkantraman and Ramanajuram, 1986). In mapping cognitions, the danger of using 

secondary data could be that it relies on ‘circumstantial evidence’ (Meyer, 2007). 

According to Musteen et al. (2006): “as organizational researchers, we do not always 

have the access to decision-makers in the field, [even though] … it is in most cases going to 

be better to gather direct measurement of attitudes or beliefs”. The virtue of this study is that 

it has access to primary data, while the limitations of bias are accounted for as much as 

possible (see chapter 5). 

As a conclusion to her review of managerial cognition research, Huff (1997) proposes 

four guidelines for further research, which this study aims at following: 

1) ‘Investigate issues that link cognition to the broader agendas of organization science’. 

This study aims at investigating beliefs on corporate-level strategy – an important issue 

within organizational studies and also for practice – across the organizational structure, 

with real managers. 

2) ‘Provide empirical evidence, including direct reports from practice, to ground further 

theoretic development’. This study aims to investigate corporate-level strategy beliefs 

using primary data. 

3) ‘Design studies that utilize larger samples,… or otherwise expand the scope and 

generalizability of cognitive insights’. The median sample in this research area is 100 or 
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around the minimum sample size required for statistical analyses. This study aims at 

contributing to the scope of insights across a large sample of data. 

4) Study cognition as an emergent phenomenon, interactively linked with experience. Even 

though this seems less relevant in assessing the research samples so far, it is important to 

note the value of previous upper echelons research when conducting the empirical 

research. Therefore, experience (and demographic) variables will be included as control 

variables. By doing so, it will also answer to Ronen and Shenkar’s (1985) call for studies to 

consider “various organizational and demographic variables in the course of sampling as 

well as in collecting and analyzing the data”. 

 

1.4 THE ISSUE IN PRACTICE 

According to Huff (1997), “cognitive processes and diversity are an ongoing aspect of 

organizational life”. Several examples illustrate this view.  

  In September 2006, reports were made that within Ahold, the fourth-largest retailer in 

the world, there was considerable disagreement between board members on a potential spin-

off of its US division. While the supervisory board was said to be considering a break-up of 

the group based on the independent value of the European and North-American supermarkets, 

the board of management, with CEO Anders Moberg at the forefront, advocated the opposite, 

emphasizing the potential synergies between the businesses (The Business, September 10th 

2006). 

Whereas this Ahold example illustrates perspective differences between people at 

different positions in a corporate board, as is shown in research by Jensen and Zajac (2004),  

individuals across businesses can also have significantly divergent attitudes towards the best 

corporate strategy. For instance, this is at the basis of a long-term stalemate between the 

media and hardware divisions at Sony. In 2005, CEO Howard Stringer proclaimed he had to 

deal with “sceptical insiders… so that the warring fiefdoms could finally be quelled and be 

forced into a coherent company”. But Stringer was optimistic: “No one will resist me on this. 

We have to make each other look stronger…it’s all for one, and one for all.” These warring 

fiefdoms (e.g. divisions and businesses) were strongly opposed to Stringer’s perspective on 

corporate-level strategy, while considerable tensions existed between divisions. For instance, 

the game divisions found fierce opposition at the movie division when wanting to use some of 

the movies, such as the Spiderman, James Bond and Da Vinci Code titles, as a source of 

video games and podia for product placement, leveraging the brand value that these motion 

pictures carried. Vice versa, in Stringer’s words, there was also “resistance in content people 

participating in everything” (Business Week, March 21st 2005).  

Not only across divisions, but also across functions and positions at headquarters or 

businesses, a variety of views on corporate strategy can exist. When interviewing CEO 
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Michael Eisner in 2003 on the different views between the managers at headquarters on the 

one side and the motion pictures, television series and cartoon development departments at 

Disney on the other, The Economist called this a ‘misbalance between the suits and the 

ponytails’. Whereas the financial and marketing executives at HQ emphasized the need for 

control of the company’s artistry, the creative departments needed autonomy to be able to 

come up with new ideas. Eisner himself was pretty clear on Disney’s corporate management: 

“This autonomy crap? That means you’re off working alone. If you want autonomy, be a 

poet” (Economist, January 16th 2003; Harvard Business Review Jan-Feb 2000). 

Hambrick’s (2007) statement on the need to ‘overcome’ dispositions reveals that 

individual beliefs can have negative effects. Indeed, individual beliefs can be wrong or 

unacceptable to others, being ‘bad maps’ (Kiesler and Sproull, 1982), having blind spots 

(Zahra and Chapple, 1993) or encompassing a narrow vision (Lorsch, 1999). On a group 

level, dissensus is a more likely outcome than consensus (Porac and Thomas, 2002). 

However, whether in dissensus or compromise situations, understanding cognitive 

heterogeneity can be useful to deal with two common types of issues in strategic decision-

making (Meyer, 2007): “paralyzing diversity”, including polarization in opposing strategy 

beliefs in, as well as “forced uniformity”, including group-think and strategic inertia. 

Opposing strategy beliefs across the organization could become impediments in the strategy 

development phase or even barriers for execution (Johnson, 1992; 2002). On a more positive 

note, strategy processes can advance from ‘strategic dialogue’ (Van der Heijden and Eden, 

1998).  

Whether effects of managerial beliefs are positive or negative, beliefs, perspectives, 

attitudes and other types of managerial cognition are “part of organizational life” (Huff, 

1997). Knowing, accepting and resolving belief differences on corporate-level strategy can 

have a positive effect on value creation: following Grant (2002), “those companies that 

possess a stable consensus concerning dominant logic are better able to achieve a fit between 

resources, strategy, structures, systems and style”. As Goold and Campbell (2000) state, “in 

the difficult field of synergies, the gut feel and intuitive judgement of experienced managers 

should carry considerable weight…a structured approach to eliciting consensus is frequently 

needed”.  As a start to this approach, this study maps where in the organization differences in 

judgement are most likely to exist. With concern to corporate-level strategy, this study 

hypothesizes that these differences are related to the different organizational positions of 

managers. 

 

1.5 RESEARCH QUESTION 
As managers’ organizational positions are likely to influence their view on corporate level 

strategy, and a study of this phenomenon is not yet performed, let alone in comparison to 
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other explanations of cognitive diversity, this study will investigate the individual attributes 

explaining cognitive diversity on corporate strategy across positional characteristics, using 

demographic and experience attributes as control variables.  This study thus focuses on the 

following central research question: 

 

 
 

What is the relationship between managers’ corporate-level strategy perspectives 
and their position within the corporation?  

It will adopt the research model as presented in figure 3 below. 

 
Figure 1.3 Research Model 

 

 

 

 

 

 

 

 
Corporate-level Strategy Beliefs

Positional variables
Functional area
Corporate position
Managerial level

Background variables
Country of origin
Gender
Age
Study area
Experience

Firm

Research focus Control variables

Corporate-level Strategy Beliefs

Positional variables
Functional area
Corporate position
Managerial level

Background variables
Country of origin
Gender
Age
Study area
Experience

Firm

Research focus Control variables

 

1.6 RESEARCH DESIGN 
Assessing the belief systems of (top) management teams requires “the use of creative 

methodologies that elicit insightful as well as rigorous measures” (Prahalad en Bettis, 1986; 

Ginsberg, 1990). According to Walsh (1995), researchers must confront “tricky measurement 

issues” to do empirical work in the area of managerial cognition. 

Besides the challenges for the data set as discussed in section 1.3 to address Huff’s (1997) 

research agenda, the method of data collection is also important to ensure rigor of the 

research. Various researchers have provided their views on the methodology of cognitive 

strategy research. Porac and Thomas (2002) state that “we need to identify mapping methods 

with a less qualitative research-driven orientation, and with a design that can prove to be 

applicable and reliable across a range of cognitive studies”. Furthermore, regarding 

measurement, the fundamental challenge to researchers assessing the subject’s knowledge 

structure is to measure the subject’s knowledge structure, not their own (Walsh, 1995). 

According to Reed and Luffman (1986), researchers have unwittingly developed strategic 

categories that do not capture the nature of corporate-level strategies as seen by those who 

formulate and implement them, because these researchers employ their own constructs rather 

than those of corporate managers. This study will answer to these calls in the following way: 
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 More quantitative research-driven orientation. Data was collected from managers in 5 

international corporations across industries and countries: a financial service firm (244 

executives assessed), a technology and service firm (22 executives assessed), a 

manufacturing and service firm (22 executives assessed), an international bank (25 

executives assessed) and an international technology firm (37 executives assessed). The 

numbers of employees of each firm ranges from 18.000 to 120.000, with a mean of 

45.000. The access to these organizations, the large sample size and the high hierarchical 

levels and high level of experience of the managers involved contribute to the 

distinctiveness of this data set. The assessment has been build through interaction with 

executives, and a pre-test among 70 respondents. Statistical analysis is then conducted on 

the data, to assess the explanatory value of the independent variables in the research and 

thus the hypotheses that were formulated prior to the empirical research. The results were 

than discussed with a selection of the participants through semi-structured interviews. In 

table 2, an overview is provided of the data set, which is discussed more specifically in 

chapter 5. 
Table 1.2 Overview of key independent variables in data set 
Corporate position Freq. Managerial level Freq. Functional Area Freq. Region of origin Freq
Headquarters 93 Board members 5 General Mgt & Strategy 107 North-European 177
Business managers 257 BU/ country heads 57 Finance 21 South-European 90

Department mgrs 203 Marketing & Sales 80 Anglo-Saxon 40
Functional mgrs 85 Operations & Logistics 26 North-American 26

R&D 11 Rest of world 17
Other 105 (Aus, Asia, South-America)  

 

 Applicable and reliable across a range of studies. The online-assessment has been 

standardized in such a way that the test can be replicated in other organizations or 

research settings. A comprehensive framework of corporate strategy issues is developed 

with insights from practice and theory, to ensure all relevant strategy issues are part of the 

assessment. Data on the corporate-level strategy beliefs was gathered by using a web 

based assessment. This instrument was validated first by Meyer (2007), who studied the 

measurement of managerial beliefs, on a complete range of strategy issues. It follows the 

premises underlying the concept of paradoxical tensions in strategy (Poole and Van de 

Ven, 1989; Lewis, 2000), in which theoretical constructs are defined according to 

diametric suppositions. The assessment adopts an open card sort technique, in which 

participants are asked to place cards with statements into 1 of 5 boxes on a 5-point Likert 

scale, as also adopted by Daniels et al. (1995) to assess managers’ models of competitive 

structures. 

 Ensuring researcher’s impartiality. The assessment has been developed in dialogue with 

practitioners, including executives and consultants. Furthermore, the statements used in 
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the Corporate Strategy Profiler are taken from theory. The quantitative, hypothesis-driven 

approach taken in this study ensures further impartiality.  

In order to make an appropriate design for the study, 3 steps are to be followed: (1) qualitative 

analysis (usually theory), (2) quantitative analysis (empirics), (3) an integration of qualitative 

and quantitative results (hypotheses testing) (Verschuren and Doorewaard, 1999, Hair et al., 

2006). The design of this research will follow the framework presented in figure 1.4. 

 
Figure 1.4  Research framework 
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1.7 DISSERTATION OUTLOOK 

The structure of this dissertation will follow the theoretical framework and research design 

presented. Chapter 2 will focus on corporate-level strategy as a field of research within 

strategic management. This discussion will be issue-oriented, in order to provide a corporate-

level strategy framework that is theoretically consistent but also practically relevant, and 

thereby serves as a basis for the empirical research. 

Chapter 3 will further build the theoretical fundament of this research project. The 

development of cognitive science will be discussed first. The expansion of the managerial 

cognition field followed the initial development of cognitive science research, which draws 

on multiple disciplines. In chapter 3, the roots of cognitive strategy in disciplines such as 

psychology, artificial intelligence, linguistics and anthropology will be discussed, before 

dealing with the influence of managerial cognition in the strategy process, together with a 

discussion of upper echelons theory and its main premises. Subsequently, the research done in 

cognitive strategy, which is often based on upper echelons theory, will be outlined and 

discussed. 
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Chapter 4 will serve as the bridge between theory and the empirical research, presenting 

hypotheses on the relationship between managers’ beliefs on corporate-level strategy and 

their positions in the organization. These hypotheses are grounded in agency theory and social 

influence theory. Also the demographic and experience variables used will be introduced, also 

described using previous research. In chapter 5, the methodology and data collection of this 

study are discussed. After reassessing the research design and describing the research 

population, the survey used during the empirical research is introduced, along with a 

description on how the survey was constructed and finalized. The chapter will be concluded 

with an explanation of the variables and measures used. 

In chapter 6, the empirical analysis of the results will be presented, handling the statistic 

analyses that were conducted. These results will be discussed in chapter 7, reflecting upon the 

findings with concern to the hypotheses but also the control variables, simultaneously 

discussing their theoretical implications. Chapter 8 will conclude this dissertation, 

summarizing the study but also reflecting upon how the study contributes to closing the 

research gaps distilled in this chapter, before discussing managerial implications and 

providing suggestions for future research. 
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CHAPTER 2: 

CORPORATE-LEVEL STRATEGY 

 

2.1 INTRODUCTION 

Strategizing for the multi-business corporation is a key issue in strategic management. The 

core principle has been labeled by Goold et al. (1994) as ‘parenting advantage’: a corporate 

parent should have the ability to “create more value from its businesses than any alternative 

owner”. Much attention has been paid to corporate-level strategy in both the theoretical and 

applied literature on strategic management (Adner and Helfat, 2003). Furthermore, answering 

to increasing firm globalization, the literature on international strategy has expanded 

accordingly. International operations can be analyzed with the same framework as corporate 

level strategies (Campbell and Faulkner, 2003). 

In this chapter, a framework to categorize the field of corporate-level strategy will be 

introduced. It focuses on the corporate-level strategy issues faced by managers and the beliefs 

they have on the best choices for these issues. Reviews that take a more theoretical 

perspective on corporate-level strategy, generally outlining various schools of thought in 

theory on the general issue, are extensive (e.g. Grant, 2002; Goold and Luchs, 2003; 

Ramanujam and Varadarajan, 1989), but a more practical perspective, integrating these 

schools in a comprehensive manner is yet to be explored. This chapter introduces a 

framework that serves as the basis for measuring corporate-level strategy beliefs and as such 

for research hypotheses on the relationship between these beliefs and the positions of 

managers.  

Keats (1990), on corporate diversification, notifies this issue as well, arguing for a “quest 

for a rich conceptualization that can incorporate consideration of managerial issues and 

treatment of various forms as potential solutions to a multivariate set of problems”. In order to 

(a) provide a framework representing managerial decision content and thus (b) enable the 

measurement of managerial beliefs on these issues and (c) the creation of hypotheses on their 

relationship with managerial attributes, a more in-depth, comprehensive typology of 

corporate-level strategy is required. This chapter introduces such a typology, to be used in the 

empirical part of this study. It serves both as a summary of the corporate-level strategy 

literature and a basis for the assessment of managerial beliefs on the issue presented in 

chapter 5.     

The framework was developed in four stages: 

1. Extensive review of corporate-level strategy literature 

2. Development of comprehensive framework based on recognized managerial issues from 

practice 
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3. Interviews and field-testing of key concepts in consulting projects (e.g. facilitation of 

group strategy process for diversified building materials conglomerate, a.o.) and 

executive teaching with 50 managers and consultants across industries 

4. Restructuring and literature iteration of framework 

The framework uses literature from both the traditional corporate-level strategy and 

international strategy, following the arguments on the overlap between the two fields by 

Campbell and Faulkner (2003). In section 2.2, the two fundamental issues at the base of the 

framework will be discussed, which will subsequently be discussed in section 2.3 and 2.4. 

 

2.2 STRATEGY AND STRUCTURE 

Several theorists express their view on what the key questions are that managers need to 

answer in corporate-level strategy. For instance, Bowman and Helfat (2001) argue for several 

corporate-level strategy themes influencing profitability: corporate scope, including the role 

of relatedness between businesses (e.g. Rumelt, 1974) and vertical integration (e.g. 

Williamson, 1975), core competences (e.g. Prahalad and Hamel, 1990) and creation of 

cohesiveness, organizational structure (e.g. Chandler, 1962), organizational climate (e.g. 

Hansen and Wernerfelt, 1989), corporate planning and control (e.g. Goold and Campbell, 

1997) and corporate management  (e.g. Andrews, 1997). Grant (2002) suggests that 

corporate-level strategy decisions concern the question “where does the firm compete?”, i.e. 

emphasizing scope (“domain selection”). Goold et al. (1994) propose two primary questions, 

emphasizing choices on scope but also the role of corporate headquarters: (1) “In what 

businesses should the company invest its resources?” and (2) “How should the parent 

company influence and relate to the businesses under its control?”. 

De Wit and Meyer (2004), similar to Porter (1987), highlight scope but also the 

management of the corporation, and state: “Determining the configuration of a corporation 

can be disentangled into two questions: “(a) What businesses should the corporation be active 

in? and (b) How should this group of businesses be managed?”. Kaplan and Norton (2006) 

emphasize the issue of “creating value greater than that achieved if its individual units were 

operating autonomously”. Goold and Campbell (2000) emphasize the issue of corporate 

synergies: “Are we doing all we could to promote synergies across the businesses we own…is 

a question we have found more and more chief executives and senior managers are anxious to 

address”. 

A comprehensive look at these views reveals two focus areas for corporate-level strategy 

issues. The first key question focuses on issues such as the choice of businesses, relatedness 

and its relation to corporate synergy. In other words, managers have to decide on which 

businesses they think their firm should be active in, depending on the group value they wish 

to create. This is what Kaplan and Norton (2006) call ‘enterprise value creation’. The second 
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key question is around the management processes to capture this corporate value, and thus the 

tasks of the HQ in this process (Collis et al., 2007) – i.e. how the creation of corporate value 

should be organized.  

The relation between corporate value creation and its organization lies at the heart of 

Chandler’s ‘structure follows strategy’ argument (1962). From his research at DuPont, 

General Motors, Standard Oil and Sears, he argued that these companies were forced to 

change their corporate structures due to their growth in new markets and technologies. Taking 

a more macro-level view, he argued that when the scope of companies changed, their 

structural arrangements into functional departments (e.g. sales, production, finance, purchase) 

did not comply with the inherent complexity of increased scope. Consequently, the ‘F-form’ 

was replaced by the ‘M-form’: instead of organizing the corporation into functions, it was 

organized according to its businesses in what became known as the ‘multi-divisional’ form 

(Chandler, 1962; Williamson, 1970; Kogut and Parkinson, 1998; Whittington, 2003). In the 

M-form, organizations are led by a headquarter unit, where top management makes strategy, 

while operational decisions are taken by operating divisions, also called ‘strategic business 

units’. A business unit (subsidiary) is defined as an organizational entity supporting a product 

(service), product (service) line, or set of product (service) line with strong market 

interdependencies (Rumelt, 1982).  

Whittington (2003) describes how the dominant approach to the relation between strategy 

and structure has for long been based on contingency theory (Donaldson, 2001), in which “the 

best form of structure depends upon the particular demands (contingencies) faced by the 

organization”.  However, more recently different approaches to this relation are being brought 

forward, signifying coherence, complementarities and fit between strategy, systems and 

organizational characteristics (Miller, 1986; Pettigrew and Fenton, 2000), but without the 

“reductionist, one-to-one comparisons of contingency theory” (Whittington et al., 1999). 

Whittington (2003) concludes: “Initiatives in strategy and systems will yield their benefits 

only when the right structure is in place. Rather than fitting each individually to different 

contingencies, strategies, structures and systems need to be aligned into virtuous circles of 

complementary reinforcement”. 

In other words, in corporate-level strategy executives need to simultaneously address 

strategies, structures and systems. This is also accentuated by Collis and Montgomery (1995): 

a corporate-level strategy “is not a random collection of individual building blocks but a 

carefully constructed system of interdependent building blocks…all of the elements 

(resources, businesses and organization) are aligned with one another”. According to 

Bowman and Helfat (2001), as both strategy and management can influence profitability, the 

issue of corporate-level strategy can also be called ‘corporate strategic management’. Thus, 

when dealing with corporate-level strategy, managers have to achieve a fit between corporate 
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value creation and corporate management across the group of businesses in their firm. This is 

depicted in figure 2.1. 

Accordingly, the framework on corporate-level strategy in this study includes these two 

interrelated areas, dealing with the ‘strategy’ part but also with the ‘management’ part. The 

first area is labeled corporate alignment, dealing with the question “How should the 

businesses in our firm create value as a group?”. The second corporate-level strategy issue, 

corporate management, deals with the question of “How should group value creation be 

managed?”.  
 

Figure 2.1 Strategy and structure 
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According to De Wit and Meyer (2004), “at the heart of every set of strategy issue, a 

fundamental tension between apparent opposites can be identified”, but “it is up to the 

individual strategist to form their own opinion”. Conflicting assumptions are likely when 

dealing with complex problems (Schwenk, 1988). Baden-Fuller and Pitt (1996) state that 

“strategic management is characteristically a process of tolerating and ultimately reconciling - 

hence learning from - seemingly contrary ideas and perceptions”. In order to enable 

measurement for this study and relate to the practice of strategy processes, this premise on 

strategic tensions is followed in the framework presented in this chapter.  

 

2.3 CORPORATE ALIGNMENT 

The rationale behind the multi-business firm is that it is able to provide more value as a group 

than the businesses would provide stand-alone. A large portion of total value is created by the 

businesses themselves, selling products or services to their customers. The net corporate value 

of the group is therefore comprised of business value plus ‘parent’ value, in which parent 

value is determined by the value of enhancing collective performance, net of the costs of the 
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parent (Porter, 1987; Goold et al., 1994; Kaplan and Norton, 2006). In other words, the value 

created by the parent company for the businesses should outweigh the total costs for these 

businesses. This is summarized in figure 2.2.   
 

Figure 2.2 Net corporate value 
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Two different schools of thought exist on corporate value creation, identified as the portfolio 

school and synergy school (Campbell and Faulkner, 2003; De Wit and Meyer, 2004). 

According to the portfolio school, group value is created by governance economies (Hill et 

al., 1992), as the parent is better able to allocate resources across businesses than others. 

These governance economies, including the distribution of financial capital (Hedley, 1977) 

and management skills (Katz, 1974), enable corporations to spread risk and respond to market 

dynamics in a timely and adequate manner (Williamson, 1975).  This is central to corporate 

portfolio planning techniques such as the renowned BCG matrix (Hedley, 1977) and the GE 

Business Screen (Hofer and Schendel, 1978). In these corporate planning methods, value 

creation in corporate-level strategy depends on industry attractiveness and the competitive 

position of each business in the corporate portfolio. 

In contrast, according to the synergy school, group value is created by scale economies, 

as the value derived from joint production of two outputs is larger than producing output 

separately (Hill et al., 1992). Thus, the corporation as a whole is more than the sum of it parts 

(Collis and Montgomery, 1998), popularly translated as ‘the 1+1=3 arithmetic’ (Eisenhardt 

and Galunic, 2000).  In this view, value creation in corporate-level strategy depends on the 

synergies that are captured across businesses - synergies, derived from the Greek word 

synergos, meaning ‘working together’ (Goold and Campbell, 1998). 

Development of these schools in corporate-level strategy is similar to the ‘swing of a 

pendulum’ movement in business-level strategy, observed by Hoskisson et al. (1998) in their 
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historical overview. Whereas portfolio-based thinking was mainly the reasoning behind a 

diversification-boom in the 1960s and 1970s, in the next decade companies refocused and 

aimed at integration of businesses to capture synergies. In discussing the issues around 

corporate alignment in this chapter, this historical progress is followed.  

Recently the two divergent schools of thought on corporate-level strategy seem to come 

together. According to Faulkner and Campbell (2003), “the merging of the synergy and 

portfolio schools came in the early 1990s”. In international strategy, authors such as Prahalad 

and Doz (1987) and Evans, Doz and Laurent (1989) argue for the pursuit of both integration 

and responsiveness simultaneously.  

The two thought schools denote different ways of thinking about value creation in 

corporate level strategy, relating to two sub-issues. In corporate scope, the level of 

diversification is central. In corporate integration, the level of synergy that should be 

captured across the firm is the focal point. The positioning of these two strategic alignment 

constructs is shown graphically in figure 2.3.  

 
Figure 2.3 Corporate Alignment: Scope and Integration 

 

 

 

 

 

 

 

 

 

 

 

 

SBU A

Business A Business B

SBU B

Business C

SBU C

Corporate
Center

Environment

Firm

Corporate
Integration

Corporate
Scope

Managerial issue: 
Which synergies 
should we capture 
across the firm?

Managerial issue:
Which businesses 
should we be in 
across the firm?

SBU A

Business A Business B

SBU B

Business C

SBU C

Corporate
Center

Environment

Firm

Corporate
Integration

Corporate
Scope

Managerial issue: 
Which synergies 
should we capture 
across the firm?

Managerial issue:
Which businesses 
should we be in 
across the firm?

 

2.3.1 Corporate scope 
According to Grant (2002), issues relating to ‘domain selection’, that is ‘where does the firm 

compete’, affect all decisions that define the firm’s corporate strategy. In research, Balabanis 

(2001) argues that diversification is in fact one of the most dominant concepts in the entire 

strategic management literature, while Ramanujam and Varadarajan (1989) name it a 

‘mainstay of strategic management research’. Even though diversification is a key concept in 

the strategic management literature, a single established description is not at hand. There is a 

multitude of definitions of diversification, developed by both academics and practitioners 
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(Balabanis, 2001). Initially, it was referred to as the development of a firm in markets or 

industries beyond the boundaries of where it originally belongs (Gort, 1962; Berry, 1975; 

Barabanis, 2001). After a review of definitions, Ramanujam and Varadarajan (1989) define 

diversification as “the entry of a firm or business unit into new lines of activity, either by 

process of internal business development or acquisition, which entails changes on its 

administrative structure, systems, and other management processes”. 

Firms enhance their scope for general environment reasons (the milieu in which the firm 

operates), industry environment reasons (market structure), firm specific reasons (internal 

company motives, such as the dissemination of management skills) and corporate 

performance reasons (Miles, 1982; Ramanujam and Varadarajan, 1989). The relation between 

diversification and performance is a central theme of research (Miller, 2004), yet results have 

been mainly inconclusive and contradictive (Markides, 2002). 

Diversification can have one or more of the following characteristics, where breadth of 

scope along one dimension tends to be associated with narrow scope along most other 

dimensions, while some companies have successfully combined them (Stopford and Wells, 

1972; Grant, 2002). A review of the literature on corporate diversification (e.g. Kay, 1997; 

Grant, 2002; Campbell and Faulkner, 2003; De Wit and Meyer, 2004) shows the following 

corporate growth directions: 

 Product diversification: expanding the range of products that a firm supplies (Grant, 

2002), without moving to another industry.  

 Functional diversification: expanding the range of activities that a firm encompasses. 

When these activities are linked up and down the business system, either backwards 

towards suppliers or forwards towards the customer, this is usually referred to as vertical 

integration (Kay, 1997; De Wit and Meyer, 2004). 

 Industrial diversification. This concerns an expansion of the range of industries that a 

firm is active in, expanding outside of its current business system (De Wit and Meyer, 

2004). This is also referred to as horizontal diversification.  

 Geographic diversification. Viewed as part of corporate strategy, international strategy is 

about diversification into other countries in order to create additional value (Campbell  

and Faulkner, 2003; Nachum, 2004).  Firms that establish value added activities outside 

their home countries are often labeled multinationals.  

Large conglomerates, such as ITT and Textron in the US and Hanson in the UK (Grant, 

2002), emerged at the forefront of a growing economy during the 1950s and 1960s. This 

movement involved extensive scope across a wide variety of industries (Goold and Luchs, 

2002), capitalizing and extending developed know-how and technologies (Andrews, 1951) 

while maintaining a steady cash flow along businesses (Williams et al., 1988) and increasing 

market power through economies of scope (Williamson, 1970). However, the highly 
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diversified firms encountered a vast decline in earnings towards the 70s, in what the General 

Electric corporation later called ‘profitless growth’ (Goold and Luchs, 2002). Hence, in the 

next decade, firm boards started to rethink their gluttonous diversification strategies. The 

main task of the corporate strategist became the rational identification of businesses in which 

their firm would compete (Andrews, 1980). 

Reducing diversified scope, labeled ‘down-scoping’ by Hoskisson and Hitt (1994), 

became widespread throughout this decade (Horowitz and Halliday, 1984; Williams et al., 

1988). In the early 1980s, corporate break-ups, divisional sell-offs and leveraged buy-outs 

were common across multi-divisional firms (Jensen, 1989; Goold and Luchs, 2002).Whereas 

the corporate boardroom credo in the 1950s, 60s and 70s was to ‘diversify unless’, largely 

ignoring the question whether their corporate portfolio’s held businesses that resembled each 

other in any way, in the latter decades the need for relatedness between businesses became a 

focal point of corporate-level value creation. 

The issue of relatedness became a main rational behind diversification, and particularly 

behind the divesture of businesses. At the start of the 80s, corporations were perceived as 

‘over-diversified’, lacking sufficient focus (Hoskisson and Hitt, 1994).  The conglomerates 

were now viewed as ‘hopeless monsters’, ‘evolutionary freaks doomed to early failure’ (Dosi 

et al., 1992, Whittington and Mayer, 2000). Companies were advised to ‘stick to their 

knitting’ (Peters and Waterman, 1982) – in other words, focus on their ‘core competences’ 

(Prahalad & Hamel, 1990) to reconsider their corporate portfolio. 

Rumelt (1974) classified relatedness into similarities in products, markets and 

technologies, This definition was adopted by most studies into the concept afterwards (e.g. 

Dyas and Thanheiser, 1976; Keats, 1990; Markides, 1995; Mayer and Whittington, 1999). 

Others later added an emphasis on resources and conceptualizations of top managers to this 

(Prahalad and Bettis, 1986; Markides and Williamson, 1996), Stimpert and Duhaime, 1997; 

Collis and Montgomery, 1998). Based on the forms of relatedness as proposed these others, 

who usually amend the work by Rumelt (1974, 1994), the following list of ‘relatedness scope’ 

forms is dissected from the literature, depending on the type of corporate value they would 

want to achieve: 

 Single business firms derive 95% of their revenue from one business. These are also 

referred to as ‘specialized’ firms (Kay, 1997). 

 Dominant business firms derive 70-95% of their revenue from one business, while a 

small portion is gained from other businesses.  

 Related-constrained diversified firms derive less than 70% of revenues from one single 

business. Furthermore, the majority of businesses are related to ‘virtually all other 

businesses taken one at a time’ (Rumelt, 1994). So, when expanding the firm’s scope, the 

board makes sure the new business has similarities with all other businesses. Related-
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constrained firms seem to be most profitable (Rumelt, 1974; Montgomery, 1982), yet 

research into this is inconsistent (Whittington and Mayer, 2000; Grant, 2002). 

 Related-linked diversified firms also receive less than 70% of turnover from one single 

business, yet businesses are only similar to one other business in the corporation.  

 Unrelated diversified firms derive less than 70% of turnover from one single business as 

well, yet businesses are not similar to one another in terms of the ‘Rumeltarian’ 

definition. These corporations are sometimes referred to as ‘holding’ companies, and are 

the conglomerates as mentioned above. Nowadays, besides Virgin, the corporations 

Honeywell, Bernard Arnault’s LVMH and Warren Buffet’s Berkshire Hathaway are 

examples of persistent conglomerates. 

In related firms more strategic focus will be on parent value than it would be in unrelated 

firms, whereas in these unrelated firms more focus will be on capturing value in the 

businesses. A manager’s belief on which portfolio of businesses should be pursued depends 

on how he thinks corporate value should be pursued (De Wit and Meyer, 2004), or, in the 

words of Porter (1997), how he wants to make “the corporate whole add up to more than the 

sum of its parts”. Continuing the discussion on corporate value creation, the concept of 

synergy and its effect on value will be handled next.  

 
2.3.2 Corporate integration 
Whereas the diversified firm was able to reap the benefits of ‘governance economies’, being 

better able to allocate resources than, for instance, the stock market (Hill et al., 1992) in case 

market demands changed, other internal economies became more apparent as sources of 

corporate value creation. Around the 1980s, focus shifted from boosting business value 

through appropriate governance of strategic businesses units to improving group performance 

through strategic alignment, capturing corporate synergies, across the corporation. Managers 

were advised to build on the firm’s core competences, “the collective learning in the 

organization” (Prahalad and Hamel, 1990), in which the strategy literature followed the re-

emergence of the Resource-based View in the same period (Wernerfelt, 1984). In this view, 

the firm is regarded as a collection of firm resources where excessive operational, skills and 

knowledge capacity drives diversification (Penrose, 1959; Grant, 2002). This enables firms to 

increase value by reducing overall operating costs, allows corporate management to 

restructure acquired companies according to established management processes and transfer 

skills and knowledge across markets and technologies among businesses (Porter, 1997). 

Based on the literature, synergies and their corporate value creation can be organized 

according to the following categories (Porter, 1987; Goold et al., 1994; De Wit and Meyer, 

2004; Kaplan and Norton, 2006): 
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 Governance synergies. Here, the corporation creates parent value similar to the portfolio 

planning reasoning of the conglomerate, where the collective group provides a means to 

allocate financial resources and transfer management skills. In that way, it is able to beat 

the stock market (Porter, 1987). According to Kaplan and Norton (2006), a firm’s 

“corporate value… comes from operating an internal capital market that is more effective 

and efficient than if each autonomous company where an independent and publicly 

owned company”.  As such, corporate value can be gained from an increasing share-price, 

balancing risk and creating an ‘investor brand’ (Kaplan and Norton, 2006). 

 Resource synergies. Here, the corporation creates corporate value by leveraging its stock 

of assets across business units. These assets can be tangible, such as people or machines, 

but also intangible, such as knowledge or capabilities. Prahalad and Hamel (1990) state 

that the corporation should be build around core competences, which provide potential 

access to a wide variety of markets, make a significant contribution to the perceived 

customer benefits of the end product and are difficult for competitors to imitate. Verdin 

and Williamson (1994) define the concept of relatedness along five resource-sharing 

areas: customer assets (brand, loyalty), channel assets (distribution relationships, access 

to channels for push marketing), input assets (supplier relations, financial power), process 

assets (product or functional experience) and market knowledge assets (competitor 

information, market responses).  Corporate value is created by purchasing power 

(Markides and Williamson, 1996), human capital and employee retention (Kaplan and 

Norton, 2006) and sustainable competitive advantage (Prahalad and Hamel, 1990). 

 Operational synergies. Here, the corporation creates value by integrating its activities. 

The ‘value chain’ (Porter, 1980) is united by sharing similar activities or linking up 

sequential activities (De Wit and Meyer, 2004). According to Kaplan and Norton (2006), 

“every multiunit corporation can create scale economies by examining common processes 

required by its multiple business units”. Goold and Campbell (2000) argue that businesses 

with value chains that overlap are obvious candidates for linkage opportunities. Aligning 

activities can both include primary activities, such as purchasing, R&D and production, 

but also its support activities, such as human resource management, finance and IT. The 

latter are often grouped as ‘back-office’ activities. According to Porter (1987), sharing 

activities offers the most substantial opportunities for value creation. Through operational 

synergies, corporate value can be created by economies of scale, improving margins via 

cost saving across the group, but also from improving efficiency and effectiveness. 

 Customer synergies. Here, the corporation creates value by lining up its product or 

service offerings. Aligning product-market combinations can improve the company’s 

bargaining position by offering customers a set of related products or services (De Wit 

and Meyer, 2004). It can also improve its competitive positioning by raising entry barriers 
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and taking away intra-firm competition (Hill et al., 1992). Aligning offerings can include 

uniting product lines, integrating account management and selling integrated solutions. 

When doing so, the group creates corporate value by improving its total share of the 

customer’s wallet (Kaplan and Norton, 2006).  

However, even though a great deal of corporate value can be created by capturing synergies 

across businesses, the parent can also destroy value (Goold et al., 1994). This is due to the 

loss of responsiveness of business units when the group starts to meddle in their business 

activities and market interactions. In this study, responsiveness is defined as ‘the ability to 

answer to internal and external demands in a timely and adequate manner’. Whereas various 

theorists focus on local market responsiveness (Prahalad and Doz, 1987; Evans et al., 1989), 

arguing that the business units should be able to match their strategic behavior to the 

competitive dynamics in their business (De Wit and Meyer, 2004), the loss of internal 

responsiveness can also be a large part of the parent costs. Naturally, loss of internal 

responsiveness can affect external responsiveness. Independence of business units can prevent 

these costs. The parent costs can include several detrimental effects, in which logically the 

opposites are the advantages of business independence: 

 Management effort: Coordinating the linkages between businesses involves time, both 

for corporate but essentially for business unit managers – time they would gladly spend 

otherwise. As stated by Goold et al. (1994): “Corporate strategy is about the whole 

corporation, all 100,000 people, not just the 1,000 people in the parent…[however] the 

99,000 should be focused on their respective business strategies”.  In other words, “the 

pursuit of synergy often distracts managers’ attention from the nuts and bolts of their 

businesses” (Goold and Campbell, 1998). 

 Loss of clarity in financial control: Because costs need to be shared, a fair amount of 

performance monitoring and budget setting will take place across the firm, while clarity 

of who is accountable for which part of these costs can be lost (Grant, 2002). 

Furthermore, clarity of responsibility and accountability can be hampered. 

 Slower decision making: Because arrangements and procedures are installed to pursue 

corporate synergies, an apparent trap of the group is to become a ‘paper-factory’, 

increasing bureaucracy at the expense of decision speed.  

 Impeding entrepreneurship: The pursuit of synergies can crowd out other initiatives that 

might generate real benefits for the business (Goold and Campbell 1998). Internal 

competition can provide necessary experimentation and flexibility (Birkinshaw, 2001) 

 Overhead costs: The alignment of some functions might be vital for some businesses, but 

not for others (Goold et al. 1994). Furthermore, employees might not be qualified for the 

job they take over from business employees, resulting in unnecessary coordination and 

employee cost.  
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Other arguments can be brought forward in favor of external responsiveness, i.e. the ability to 

respond to market dynamics. The governance characteristics of the conglomerates of the 

1960s and 1970s allowed the business units to respond to competitive demands of a specific 

business area quickly (Williamson, 1975; Hill et al., 1992). This was a rationale in product, 

functional and industrial diversification, but becomes even more eminent when firms 

diversify across national boundaries. The need for local responsiveness (Prahalad and Doz, 

1987) evolves from the “inherent complexity in international markets, and the formulation of 

an effective strategy to penetrate these markets” (Douglas and Wind, 1987). Even though 

various features transcend borders, developments and systems in each nation arise, causing 

international divergence (Dosi and Kogut, 1993). As each markets has its own unique 

characteristics and demands, firms operating in different businesses must therefore be 

independent to develop their own strategies and operations (De Wit and Meyer, 2004). By 

doing so, the only synergies that would be captured as a group would be the governance 

synergies discussed above. 

 

1.3.3 Synergy vs. Independence 
As a summary of the literature on corporate alignment, serving as a source for the assessment 

of managerial beliefs, the issue of corporate alignment can be viewed from two opposite 

perspectives. These reflect the different logics in the literature and the tension that managers 

have to deal with. 

In related businesses, value can be created by capturing synergies, in governance, 

aligning resources, activities and market propositions across the firm. However, net corporate 

value can still be created in unrelated businesses, with less integration - leaving businesses 

rather independent to focus on business value, avoiding parent costs and maintaining market 

responsiveness. These perspectives influence managerial decisions on both corporate scope 

and corporate integration. 

On the one hand, then taking a synergy perspective, corporate value should be created by 

capturing synergies across businesses and that therefore these businesses should be related to 

one another in terms of resources and markets. The independence perspective would argue the 

opposite, in that corporate value is an amalgamation of business value: i.e. value is created y 

by the interactions that businesses have with their local markets. In this belief, in order to 

remain responsive to this market and internal dynamics, parent costs should be avoided. 

Hence the synergy perspective would advocate a higher the level of strategic alignment than 

the independence perspective. This continuum is summarized in figure 2.4. 
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Figure 2.4 Synergy vs. Independence 
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2.4 CORPORATE MANAGEMENT 

In accordance with the strategy vs. structure discussion in section 2.2, the decision on what 

the source of corporate value should be cannot be taken without deciding how corporate value 

creation should be organized. Managing the corporation means aligning the goals of the 

headquarters and its business units, as engrained in the corporate structure. A definition of 

corporate management involves various management forms. An important part of deciding on 

corporate management is defining the roles of the headquarters and the businesses in creating 

corporate value. According to Markides (2002), “the question ‘what is the role of the centre in 

multibusiness firms’ lies at the heart of what academics call ‘corporate [-level] strategy”.  De 

Wit and Meyer (2004) emphasize integration mechanisms as key to corporate management, 

i.e. the management processes needed to create corporate value. In this section, the issues of 

the roles of both headquarters and businesses in managing corporate value, as well as the 

methods (processes) that are available to managers are discussed. It is expected that managers 

will have different preferences with regard to corporate management roles and processes. 

Chandler (1962) includes both corporate roles and corporate processes in his definition of 

structure: “this design, whether formally or informally, has two aspects. It includes, first, the 

lines of authority and communication between the different administrative offices and 

officers, and, second, the information and data that flow through these lines of 

communication and authority. Such lines and such data are essential to assure the effective 

coordination, appraisal, and planning so necessary in carrying out the basic goals and policies 

and in knitting together the total resources of the enterprise.” In the framework presented 

here, corporate management is defined as the collection of corporate roles and corporate 

processes to ensure the creation of corporate value.   

 35



Chapter 2: Corporate-level Strategy 

Jensen and Meckling (1976) use an Agency Theory perspective to explain the issues that 

arise: ‘the problem of inducing an “agent” (i.e. the division or business manager) to behave as 

if he were maximizing the welfare of the “principal” (i.e. the corporation) is quite general – it 

exists at every level” (O’Donnell, 2000). The corporate strategist can align joint interests by 

control, using formal power to enforce enactment, or through emphasizing cooperation, 

without the use of top-down authority (De Wit and Meyer, 2004). Campbell and Goold 

(1987) express the need for tight control, to establish powerful incentives, but also express the 

need to remain flexible. Following Birkinshaw and Morrison (1995), these two means evolve 

from respectively a ‘hierarchy’ model and a ‘heterarchy’ model. 

The hierarchical corporate management model lies at the roots of the Chandlerian M-

Form.  As organizations became larger and more and more complex, top-down management 

was perceived as inevitable. Based on administrative controls, headquarters pushed down 

profit objectives and accounting standards towards middle and lower management in the 

business units (Chandler, 1994), while no spontaneous strategic contributions were expected 

from these managers. 

However, according to O’Donnell (2000), “there has been a shift away from a dyadic, 

hierarchical view…toward a perspective in which the multinational organization is viewed as 

a web of diverse, differentiated relationships”.  According to Hakanson (1990), the subsidiary 

is now involved in a much higher degree, not only in implementation, but also in the 

formulation of corporate-level strategy. For instance, some authors suggests a culture of 

‘friendly persuasion’ (Quelch and Hoff, 1986) and ‘due process’ in which cooperation with 

business units should replace formal control systems (Kim and Mauborgne, 1993; O’Donnell, 

2000), Surprisingly, subsidiary-focused research, advocating the importance of engaging the 

businesses and its managers in strategy processes and operationalization, has only become an 

important strand of research in the last two decades (Birkinshaw and Hood, 1998). Within 

this, research into the role of the subsidiary has also gained increasing attention. Hence, 

whereas the headquarters have an important role in managing corporate-level strategy, the 

role of the business units lies at the heart of corporate strategy just the same. 

Thus, on the one hand, corporate processes and corporate roles can be defined top-down, 

arguing for the importance of headquarters in exercising authority towards the businesses in 

order to ensure corporate value creation. On the other hand, processes and roles can also be 

defined in a more bottom-up manner, arguing for the importance of self-organization in 

subsidiaries to create corporate value, with corporate headquarters stimulating and facilitating 

business initiatives. Similarly to the discussion on strategic alignment above, these two 

extreme perspectives will form the basis for measurement of managerial beliefs on corporate 

management.  
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2.4.1 Corporate processes 
When searching to align the business goals of subsidiary managers with corporate goals, the 

corporate strategist can apply the following methods (e.g. Goold et al., 1994; Raynor and 

Bower, 2001; Eisenhardt and Galunic, 2001; De Wit and Meyer, 2004): 

 Centralization. Resources or activities are physically brought together in one 

organizational unit. This unit can be situated at the corporate center, but can also be 

placed within one of the business units or at a separate location (De Wit and Meyer, 

2004). The latter would be the case with a shared service center. Nestlé, for instance, 

centralized activities such as R&D, quality control, IT and purchasing. Also decision 

making can be centralized, in such a way that a decision needs to be approved on some 

corporate level, usually at headquarters, before it can be implemented (Gates and 

Egelhoff, 1986).  

 Standardization. Emphasis is on making resources (e.g. technologies, knowledge) 

comparable, aligning activities (e.g. accounting, HRM) according to equal specification 

or composing product features (e.g. operating systems, high-tech positioning) commonly 

(De Wit and Meyer, 2004). Taking management skills as a key resource, career 

development evolves across businesses (Raynor and Bower, 2001). For instance, 

standardization of the marketing mix is often used and has therefore been subject to a 

large deal of research, of which Theodosiou and Leonidou (2003) give an integrative 

assessment.  

 Coordination. Work is ‘orchestrated’ across business unit boundaries (De Wit and 

Meyer, 2004). Personal goals of business managers are aligned to the corporation by 

using compensation structures (Hoskisson and Hitt, 1994; Raynor and Bower, 2001) or 

personal supervision (Eisenhardt, 1985). Business goals can be managed through means 

such as monitoring mechanisms to obtain information (O’Donnell, 2000), budget 

constraints or by transferring resources (Collis and Montgomery, 1998).  

 Collaboration. Business managers can also align their goals with those of the corporation 

by themselves, without specific interference by headquarters. Collaboration will occur if 

unit managers all believe that it makes sense for their respective businesses (Eisenhardt 

and Galunic, 2001). Strategic decision-making is then based on shared interests 

(Birkinshaw et al., 2000), whereas units engage in self-managed networking (Goold and 

Campbell, 2003). These ‘web of collaborations’ can frequently shift when opportunities 

arise (Eisenhardt and Galunic, 2001). Key for the corporate center is to foster such an 

atmosphere of self-organization (Burgelman, 1983). Attending to the corporation’s 

organizational climate can be a key means to this end (Hansen and Wernerfelt, 1989): 

“the perceived, subjective effects of the formal system, the informal ‘style’ of the 

managers, and other important environmental factors on the attitudes, beliefs, values and 
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motivation of the people who work in a particular organization” (Litwin and Stringe, 

1969). 

In these four ‘alignment methods’ the balance between authority and self-organization varies. 

The preferences of managers for any of these methods across the organization depends on 

their perspective on the tension between authority vs. self-organization, each opposites with 

benefits and limitations, and as such will be one of the key areas of assessment of their beliefs 

on corporate-level strategy. Another key area is their perspective towards corporate roles: 

should corporate headquarters have an important role in creating corporate value or should 

businesses play a role as well? What should those roles than be for either of the parties? In the 

next section, a categorization of different corporate roles, both for the corporate center as well 

as the subsidiaries, is presented - again based on discussions with practitioners and an 

extensive literature review. 

 
2.4.2 Corporate roles 
In the business environment, corporate centre re-design is frequently high on the executive 

agenda (Goold et al., 2001). As a result, it has also received attention in the academic 

literature.  Authors in this area generally take headquarters as point of departure to assess 

responsibilities throughout the corporation (e.g. Chandler, 1962, 1994; Goold and Campbell, 

1987; Hill, 1990; Goold et al., 1994; Collis and Montgomery, 1997; Raynor and Bower, 2001; 

Markides, 2002; Collis et al., 2007). Following Chandler (1994), the focus is on matters 

internal to the firm, and not on the additional function of handling corporate relations with 

contextual bodies. The following categorization of the roles that the corporate center can take 

on can be drawn: 

 Architectural role. Here, the corporate center is responsible for the strategy, corporate 

value creation and accumulation of assets for the corporation. Functions dealing with 

strategy are about matters such as scope decisions (Markides, 2002), defining growth 

paths and goals for the corporation as a whole (Chandler, 1994) and the configuration of 

the company (De Wit and Meyer, 2004). Corporate value creation includes capitalizing 

on opportunities (Collis and Montgomery, 1998), exploiting synergies (Markides, 2002) 

and assessing parenting fit (Campbell et al., 1995). The accumulation of assets can be 

done externally on the open market or internally from the business units (Markides and 

Williamson, 1996; Prahalad and Hamel, 1990). 

 Allocating role. In this role, the corporate center is responsible for assigning resources 

and maintaining resources throughout the corporation. Assigning financial resources is 

carried out on the internal capital market (Williamson, 1975) or by using portfolio 

techniques (Haspeslagh, 1982; Hill, 1988). Allocating other resources means making sure 

further tangible resources such as materials and people (Raynor and Bower, 2001), but 
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also intangible resources such as knowledge, skills and relationships, are on site where 

they can create the most value (Prahalad and Hamel, 1990). The maintenance of resources 

emphasizes management training (Goold and Campbell, 2003), knowledge conservation 

(Foss, 1997) and redefining product lines to continue the efficient use of capabilities 

(Chandler, 1994).  

 Administrating role. In this role, the corporate center is responsible for regulating, 

monitoring and controlling the corporation. Regulating the corporation is about 

establishing codes and rules for activities such as financial reporting, purchasing and 

legislation (Chandler, 1994; Goold and Campbell, 2003). It also entails the minimal legal 

tasks such as preparing annual reports and submitting tax returns for the corporation as a 

whole (Goold et al., 2001). Monitoring the corporation involves checking up on the 

performance and achievement of objectives of the business units (Goold and Campbell, 

1987). Controlling the corporation entails responsibilities such as due diligence, quality 

control and rewarding (Bartlett and Ghoshal, 1989; Collis and Montgomery, 1998; Goold 

and Campbell, 2003). 

 Assisting role. In this role, the corporate center is responsible for facilitating, informing 

and arbitrating for the corporation. Facilitating the corporation is about helping out the 

business units with support activities that thrive from headquarter intervention, such as 

IT, handling of warranties or complaints and R&D (Porter, 1985). Informing the 

corporation involves making sure that the managers of the business units have sufficient 

knowledge about the activities of other business units, while arbitrating means 

intervening when units cannot reach agreement or certain specialist cultures need to be 

protected (Raynor and Bower, 2001; Goold and Campbell, 2003).   

Yet, a contemporary rich stream on a more subsidiary-oriented perspective, judging which 

roles the business units can play, is also available. This angle, where authors take the SBU as 

starting point, has only recently found its way into the corporate-level strategy literature. 

Birkinshaw and Hood (1998) perceive the recognition that subsidiaries can have different 

roles as ‘an important step forward’, while Goold and Campbell (2003) view clarity about the 

responsibilities of each unit as an important prerequisite in corporate management.  

A corporate role for the business unit can be equally important as an HQ role (e.g. 

Birkinshaw and Hood, 1998; Paterson and Brock, 2002).  The role of the subsidiary is a 

negotiated position that is to some degree understood jointly between HQ and business 

managers (Birkinshaw et al., 2000). Following Birkinshaw and Morrison (1995), business 

unit roles can be imposed, but also defined by the units themselves. 

This asks for a discussion of the roles subsidiaries can play in capturing corporate value. 

Bartlett and Ghoshal (1986) propose three roles for the business unit: implementer, 
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contributor and leader. This is amended by other research, including roles of businesses in 

vertically integrated firms to allow the following categorization:  

 Solitary role. In this role, the business unit is highly autonomous from the headquarters 

and the other subsidiaries. Usually, a large portion of the value chain (Porter, 1985) and 

the market is located within the boundaries of the business, of which the unit has a high 

level of specialized information (O’Donnell, 2000). These boundaries are dependent on 

the characteristics of diversification. For instance, in geographic subsidiaries these 

boundaries will be country borders (White and Poynter, 1984; Jarillo and Martinez, 1990; 

Birkinshaw and Morrison, 1995, Taggart, 1997). This role comes close to what Bartlett 

and Ghoshal (1986) label as the ‘implementer’. 

 Supplier role. In this role, the business unit acts as a supplier for headquarters or other 

businesses. It can deliver a large portion of its output in the form of end-products 

internally, but it can also act as a source of ideas, skills, capabilities and knowledge 

(Bartlett and Ghoshal, 1986), or supply technology to the other actors in the corporation 

(Andersson and Pahlberg, 1997). In vertical integrated firms, business units will take on 

these roles to a great extent.  

 Service role. In this role, a business unit performs some of the work of other units. It can 

take care of support activities for the others such as R&D (Bartlett and Ghoshal, 1989), 

information technology services or even the entire production (Jarillo and Martinez, 

1990). If it serves as a unit which gains its sole existence from servicing other units, it is 

labelled as ‘shared service center’, which generally attends to activities such as HRM, IT 

and legal affairs for the entire corporation (Goold and Campbell, 2003). Both the supplier 

and service role are combined in what Bartlett and Ghoshal (1986) call the ‘contributor’. 

 Star role. In this role, the business unit is actively engaged with the corporation’s 

strategy. It takes initiative to work together with businesses, and is active in establishing 

relationships for other businesses to serve the corporation as a whole. In this way it 

influences strategic behavior in the corporate center (Andersson and Pahlberg, 1997), 

sometimes doing so without HQ’s formal consent (Birkinshaw et al., 2002). For instance, 

successful internal corporate venturing efforts depend both on the opportunities for 

autonomous entrepreneurship as well as on the capacity of (middle-) managers to 

conceptualize the strategic implications of these efforts in more group-oriented, general 

system terms (Burgelman, 1983).   This business role resembles Bartlett and Ghoshal’s 

(1986) ‘leader’. 

Which roles the business units are supposed to take on – or want to take on themselves - 

depends on the perspective on corporate management adopted. In a more top-down, 

authoritive style, roles of the businesses, but certainly also of corporate headquarters, are 

likely to vary significantly from a more bottom-up style, in which business units almost 
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instinctively seek horizontal alignment without vertical guidance from the corporate center. 

These different perspectives also imply different managerial processes, as discussed in the 

former section. The two perspectives on corporate management are summarized in the next. 

 

2.4.3 Authority vs. Self-organization 
Just like corporate value creation, its management can also be viewed from two perspectives. 

On the one hand, one can argue that this should be managed in a top-down manner, with 

corporate HQ controlling the corporation by exercising its authority. Corporate value is then 

managed through a high level of standardization, centralization and coordination by managers 

at the corporate center. HQ should play a very important role in corporate management, in 

formulating corporate or even business strategies, allocating resources, synergy management, 

monitoring and controlling processes. In this authority perspective, the focus is on a 

hierarchical management style, in which only corporate headquarters is responsible for 

corporate value creation and corporate processes are mainly organized in a top-down manner. 

Corporate management can also be exercised in a more bottom-up manner, giving a high 

level of responsibility to the business units themselves. Depending on type the value to be 

created, these subsidiaries are expected to collaborate – i.e. create corporate value through 

self-organization, or, when more focus is put on business value creation, act relatively 

solitarily. The role of HQ is more a facilitating one: assisting the businesses by taking over 

some of their back-office activities, providing the means to share knowledge or best-practices 

and protecting the corporate culture. In the self-organization perspective, a heterarchical 

management style is advocated, in which the SBU’s take more responsibility for corporate 

value creation and thus corporate processes are organized more bottom-up. Thus, the level of 

corporate control is then relatively low when compared to the authority perspective.This is 

summarized in figure 2.5. 
 

Figure 2.5 Authority vs. Self-organization 
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2.5 CONCLUSION 

Whether strategy follows structure, structure follows strategy or strategy and structure are 

aligned simultaneously, there is little argument that to achieve fit between the two is key to 

organizational success, as was discussed in section 2.2. Corporate-level strategy thus deals 

with the way in which the group and its businesses create joint value (corporate alignment) 

and the way in which this is be managed, structured and systemized across the firm (corporate 

management). Reflecting different dominant logics in the strategy field, on both corporate 

alignment and corporate management two opposing perspectives can be distilled. 

The scope of the firm partly depends on the way it wants to create value. Corporate value 

can be created by focusing on parent value, i.e. the value of leveraging corporate synergies by 

aligning businesses, but also by focusing on business value, i.e. the value created from market 

interaction of the businesses by leveraging responsiveness to local or business demands. In 

this dissertation this issue is labeled the tension between ‘synergy’ and ‘independence’.  

This diametric approach to corporate-level strategy issues can also be taken towards to 

the management of corporate value. In this issue, two sub-issues were dissected: corporate 

processes and corporate roles. On the one hand, corporate value can be managed by strict and 

clear corporate processes, in which the initiative usually lays with the corporate center. On the 

other hand, it can also be managed by a more heterarchical style, with more responsibilities 

for corporate value creation for the businesses themselves, who would typically take more 

initiative. This is labeled as the tension between ‘authority’ and ‘self-organization’. 

In order to provide insight into managerial beliefs on corporate-level strategy, the 

framework on corporate alignment and corporate management as discussed in this chapter is 

adopted to create the assessment for measuring managerial beliefs. First, the basic 

argumentation on managerial beliefs, the theoretical foundation, its affect on the strategy 

process and its relation with managerial attributes will be explored in the next chapter. 
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CHAPTER 3: 

COGNITIVE STRATEGY 

 
3.1 INTRODUCTION 

The managerial cognition perspective on strategic management is anchored in cognitive 

science. Cognitive science, the study of mind or intelligence (Luger, 1994), has gained 

intensive attention across a large spectrum of sciences. Among the sciences that ventured into 

the collective study of the human mind were the social sciences such as artificial intelligence, 

linguistics, anthropology and of course psychology, as well as physiological branches of 

neuroscience and biology. In response to the interdisciplinary growth of cognitive science, the 

study of cognition in organizational settings has also expanded dramatically (Huff, 1997). 

Whereas the study of cognition is not new in the field of psychology, it is relatively new 

to the field of strategy (Porac and Thomas, 2002). Even though broad reviews on research on 

cognitive strategy have been published (e.g. Stubbart, 1989; Walsh, 1995; Porac and Thomas, 

2002), a description of the roots of this discipline, in particular in the evolution of cognitive 

science is yet to be provided. Such a description helps to understand the foundations of 

research into managerial cognition in the strategy field and is therefore provided in section 

3.2. 

Based on these foundations, behavioral decision theory suggests that individuals exhibit 

biases and use cognitive simplification mechanisms in strategic choice processes (Porac and 

Thomas, 2002).  Because managers often face ambiguous, complex and uncertain issues, it is 

likely that they will adopt these mechanisms into the strategy process. This is important to 

note as individual managers can have a definite influence on strategic outcomes, as follows 

from the strategic choice paradigm (Child, 1972). This perspective will be set into context in 

section 3.3. 

In section 3.4, one of the main fundaments of this dissertation, upper echelons theory, 

will be further discussed. In its premise that managerial outcomes can be measured by 

demographic characteristics, as these influence the cognitive base and values of managers and 

thus their perceptions and beliefs, it has spawned a wide body of research into the relations 

between individual characteristics and strategic outcomes. This was shortly reviewed in 

chapter 1, but in section 3.5 a more elaborate overview of the research conducted in this area 

is provided.  
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3.2 COGNITIVE SCIENCE 

Over time, different views exist on the ‘study of the mind’. As Mandler (1985) states, “the 

concept of a new psychology has appeared with regularity within the field: the cycle has a 

periodicity of about 30 years starting circa 1980”. The historical development of the different 

schools of thought of psychology and cognitive science, and its adoption into management 

science and strategic management is depicted in figure 3.1. The description of the evolution 

of cognitive science and its foundation for cognitive strategy is taken from reviews of the 

historical development of psychology (e.g. Kahneman et al., 1982; Fiske and Taylor, 1991), 

cognitive psychology (e.g. Luger, 1994; Mandler, 1995), management cognition (e.g. Walsh, 

1995) and cognitive strategy (e.g. Porac and Thomas, 2002). 

 
Figure 3.1 Foundation of cognitive strategy in evolution of cognitive science 

 

  

 

 

 

 

 

 

 

 

 

 

 
 

From the philosophical oriented mentalism that formed the basis of theorizing upon the 

human mind up until around the 1900s, to the behavioural oriented functionalism that focused 
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human mind as a conceptual structure around the 1960s, into what is now called cognitive 

psychology. Simultaneously, other fields branched out into the study of the mind, such as 

linguistics and anthropology, or were constituted around it, such as artificial intelligence and 

neuroscience. These cognitive schools of thought, all in their own way, study the human mind 

as a phenomenon, either with a larger focus on the representation of knowledge or 

information, or on the processes of using this representation (Mandler, 1985).  
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3.2.1 Philosophy 
The philosophers of early psychology provided basic principles of the mind that still carry 

weight today (Boring, 1950; Fiske and Taylor, 1991). It is rooted in early ideas such as the 

elemental view by philosophers such as John Locke (1690/1979), David Hume (1749/1966) 

and John Stuart Mill (1843/1974), who saw human thinking as a rather logical process of 

‘mental chemistry’ of separate units into one mental compound. This idea was rejected by 

philosophers such as Immanuel Kant (1781/1969), who argued that the representation of 

knowledge was not just a objective combination of separate elements. Kant added subjectivity 

to the debate on human thinking: humans create their own reality from their perception. With 

the construction of a perception by the individual, Kant built upon Descartes’ views on sense-

making (1637, in Cottingham, 1992):  notorious ‘cogito ergo sum’ – I think, therefore I am. 

According to both philosophers, people are born with the skill to subjectively create a reality, 

and therefore experience is less important than origin. 

 
3.2.2 Mentalism 

thAround the start of the 20  century, psychology developed into an independent academic 

discipline. Theoretical and hypothetical functions were assigned to the human, determining 

and guiding observable behavior (Mandler, 1995). For instance, Freud (1910; 1923) 

hypothesized upon systems behind desires in his schemas of unconsciousness and 

consciousness, from psychoanalyzing his patients. The psychologists Wundt (1897) and 

Ebbinghaus (1885/1964) speculated upon human behavior through introspection, training 

themselves and their students to observe their own thought processes in what became the first 

psychological laboratory setting (Fiske and Taylor, 1991). 

The philosophical ideas of subjective perception found their way into Gestalt psychology 

at a later time. In this field, the individual was seen as interpreting information and the 

environment, integrated into one holistic system of perception and reification (Koffka, 1935; 

Kohler, 1938/1976). Gestalt research was not necessarily conducted by means of 

introspection, but more through direct reports of its research subjects – in other words, by 

asking people about their perceptions of a phenomenon.  

 
3.2.3 Behaviorism 
The European psychology discipline became characterized by North-American psychologists 

as overly internally focused. In the US, psychology shifted away from studying processes of 

the mind towards external, empirically observable events (Fiske and Taylor, 1991) with the 

rise of the behaviorist school of thought. Behavioral psychologists such as Watson (1930) and 

Skinner (1963) set out to demonstrate that stimuli in the environment, and not perception, let 

alone subjectivity, were at the base of human behavior. The Russian psychologist Pavlov 
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(1927) was inspirational for the behaviorism movement in psychology, in his theories of 

conditioning where subjects were deemed trainable to react upon external stimuli. The human 

mind was supposed to work as a stimulus-response system, in which action is ignited by 

punishment or rewards and vice versa. So, as both effect and cause were observable, 

cognition was not deemed worthy of studying (Skinner, 1963). The idea of cognition was 

even called a ‘superstition’ (Watson, 1930). However, the emergence of cognitive science in 

the fifties meant the end of the behaviorist interlude in psychology. People were not 

considered to behave like Pavlov’s dogs, slobbering upon hearing the dinner bell, but were 

again regarded as creatures with minds that perceived and thought.  

 
3.2.4 Cognitive science 
Motives for a move away from behaviorism came foremost from adjacent science disciplines.  

The first motive was based on a linguistic issue: the stimulus-response analogy from 

behaviorism did not fit the concept of language. How could people be able to speak, listen to, 

understand and process words, if not for cognition? According to the linguist Chomsky 

(1959) in one of his criticisms on Skinner’s work, cognition was “the underlying 

representation out of which linguistic expressions are constructed”. Another motive came 

from anthropology, looking for a way to conceptualize different meanings underlying diverse 

cultures and finding it in the cognition approach. Also vice-versa, culture was supposed to be 

powerful in shaping perception (Sahlins and Service, 1960). 

The development of the modern computer gave rise to the study of Artificial Intelligence 

(AI). Because it is specifically involved with the computation of representation systems and 

the study of representational processes, it has been at the forefront of the development of the 

cognitive sciences (Mandler, 1985). Notable in this area are also Herbert Simon and other 

academics from the Carnegie School. Broadbent (1958) used the computer analogy in his 

book Perception and Communication on information processing, with cognition being ‘the 

software running on a computer that is the brain’. 

Another motive for the increased impact of cognitive science came from neuroscience. 

Researchers such as David Marr (1982) used neuroscience to introduce multiple levels on 

which the brain and behavior should be studied: the computational level, analyzing 

observable behavior, the physical level, analyzing the neural system of the brain and the 

functional level, analyzing the processing of information. For neuroscience, cognition was the 

missing link in studying this functional level. 

 
3.2.5 Cognitive psychology 
Because of renewed attention to the cognition as explanation for phenomena in adjacent 

disciplines, mentalism again became common approach in psychology, albeit in a new form. 
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With other simultaneous developments in cognitive science, according to Mandler (1985), 

“the old traditions of schematic representations and the analysis of consciousness became 

commonplace”. However, it was not until the late seventies, when Neisser published his book 

Cognitive Psychology that researchers actively began to investigate “the cognitions mediating 

stimulus-response relationships” (Walsh, 1995).  Neisser (1967) defines the field of cognitive 

psychology as follows:  “Cognitive psychology is […] a point of view that postulates the 

mind as having a certain conceptual structure […]. The term ‘cognition’ refers to all 

processes by which the sensory input is transformed, reduced, elaborated, stored, recovered, 

and used […]. Giving such a sweeping definition, it is apparent that cognition is involved in 

everything we as human beings might possibly do.” 

Whereas psychology has been classically considered to be the science of the isolated 

individual, psychologists are becoming more sensitive to the fact that thought and knowledge 

should be conceptualized as emerging from people-situation interactions. Cognitive 

psychology has become mainstream psychology (Mandler, 1985). The study of cognition 

took a flight within the science of psychology and adjacent disciplines, and after some time it 

materialized into management science.  

 
3.2.6 Managerial cognition 
An increase of attention for managerial cognition in management research is demonstrated in 

increased empirical research activity, methodological discussions (e.g. Huff, 1990; Jenkins 

and Jenkins, 2002) and theory reviews (e.g. Stubbart, 1989; Walsh, 1995; Porac and Thomas, 

2002). An examination of the field in the top (strategic) management journals shows a 200% 

increase in the use of the term ‘cognition’ every decade since 1970, with 205 papers in the 

period 2000 to 2005 alone (see appendix A).  Another example is the fact that scholars have 

showed their joint interest in the topic in the Managerial and Organizational Cognition 

interest group in the Academy of Management and the Strategy Process and Strategy as 

Practice interest groups in the Strategic Management Society. 

The managerial cognition perspective on organizations assumes managers to be 

‘information workers’ (McCall and Kaplan, 1985). A manager must act in the face of 

ambiguity (Mason and Mittroff, 1981), dealing with a “bewildering flow of information” 

(Walsh, 1995). This amounts to multiple, conflicting interpretations of the problem, and 

different values executives rely upon to make sense of a situation (McCaskey, 1982). 

Managerial cognition research studies how, where and why managers use their knowledge 

structures or beliefs. 

The behavioral decision theory’s view of bounded rationality (Simon, 1957; March and 

Simon, 1958; Cyert and March, 1963) suggests that decision-makers have to construct 

simplified mental models when dealing with complex, ambiguous problems. Managers are 
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naturally drawn to concentrate intellectual activity, and consequently decision-making, on 

certain pieces of information (Johnson et al., 1998). Where issues are ambiguous, managers 

develop strong beliefs and act upon them (McCaskey, 1982; Schwenk, 1984; Starbuck and 

Milliken, 1988). Simplifying the complexity of these issues enables people to think clearly 

and enables them to communicate about complex business challenges (Friedman and Gyr, 

1998). Or, as Fiske and Taylor (1991) state: “Categories and schemas allow us the comforting 

sense that we understand our world”. Walsh (1995) defines a knowledge structure as “a 

mental template that individuals impose on an information environment to give it form and 

meaning”.  

Following the development of managerial cognition, cognitive science eventually 

attracted interest of the strategic management field. According to Das and Teng (1999), “there 

has been a growing recognition among scholars of the importance of cognitive biases in 

strategic decision making”. It is not the aim of the next section to categorize academic 

research on cognitive strategy in order to show the positioning of this study, as this was 

conducted in the first chapter of this dissertation. In contrast, in order to add to the theoretical 

basis of this dissertation, the next section shows the logic underlying the influence of 

managerial cognition on the strategy process. 

 

3.3 COGNITIVE STRATEGY 

When Stubbart (1989) assessed the state of managerial cognition as a field of study within 

strategic management, he concluded that it was still merely a marginal topic in strategy 

research: “The oversight of its pivotal role in the strategic management process left a ‘missing 

cognitive link’ in strategic management”. He was not the only scholar to recognize the 

importance of the manager’s mind in strategy. Since, the popularity and relevance of the 

study of cognition for the field of strategic management has genuinely grown over the last 

decades. Cognitive strategy studies the linkages between managerial and organizational 

strategy and the theory and practice of strategic management (Porac and Thomas, 2002), in 

particular in the strategy process. The strategy process comprises “how strategies are formed, 

implemented and changed” (Chakravarthy and White, 2002). 

The logic of this section is the following. Managers matter in the strategy process (3.3.1). 

Strategy issues are complex and ambiguous, just as corporate-level strategy issues have 

multiple solutions (3.3.2). Managerial cognition theory shows that managers depend on their 

beliefs when dealing with issues of a complex nature. Hence, managerial beliefs play a role in 

the strategy process (3.3.3). 
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3.3.1 Managers as actors in the strategy process 
Hitt and Tyler (1990) characterize three different views on strategic decision-making: rational 

normative models, the external control perspective and strategic choice. According to the 

rational-normative perspective on strategic decision-making (e.g. Chandler, 1962; Ansoff, 

1965), the evaluation of strategic alternatives is conducted with objective criteria and 

information (Hitt and Tyler, 1990). In this view, the human element of the strategy process 

relatively unimportant. 

Proponents of an external control perspective have the same perspective, but for different 

reasons. In this view, strategic decisions are limited by the external environment (Romanelli 

and Tushman, 1986), which suggests that the success of strategic decisions is largely 

determined by characteristics of the external environment (Hitt and Tyler, 1990). 

Organizational theorists (e.g. Emory and Trist, 1965; Kast and Rozenzweig, 1974), 

population ecologists (e.g. Aldrich, 1975; Hannan and Freeman, 1977) and industrial 

organization economists (e.g. Bain, 1956; Porter, 1980) all take a ‘deterministic’ approach to 

strategic decision making. Bourgeois (1984) even goes so far to say that these approaches 

“relegate management to a reactive-adaptive prison of deterministic circumstances”.   

Strategic choice models take on a different perspective, emphasizing the effects that 

executives can have on strategic decisions. According to Hitt and Tyler (1991) “the 

introduction of human choice into strategic decisions alters the strategic decision process”, as 

“executives matter above and beyond rational analytical processes and industry 

characteristics”.  

Whittington (2006) pleads for a more practice-focused orientation to the strategy process 

in strategic management research: “Strategy is something that people do […] practitioners are 

strategy’s actors, the strategists who both perform the activity and carry its practices […] 

those who do the work of making, shaping and executing strategies”. Within an organization, 

these practitioners are not only senior executives as postulated by Spender and Grant (1996), 

but also middle-managers (Floyd and Woodbridge, 1990; Watson and Woodbridge, 2005). 

All levels of managers in a firm, from functional to top management, are engaged in the 

strategy process (Chakravarthy and White, 2002). Hambrick (2004) states the following on 

the levels of strategic activity in organizations: “It won’t always be the CEO. Sometimes it 

will be the whole top management team, sometimes middle managers, sometimes lower-level 

employees, and often the interactions and dynamics among all these groups, which account 

for the development, weighing and selection of strategic alternatives. But it will always be 

people…who make strategy something other than a calculative, techno-economic endeavor.”  

In other words: “managers matter” (Adner and Helfat, 2003). 
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3.3.2 The nature of strategy issues 
The process of forming strategy is by its very nature subject to multiple kinds of uncertainty, 

ambiguity and complexity (Szulanski and Doz, 1995), where managers face poorly defined 

problems that are interdependent and changing (McCaskey, 1982). Most strategy problems 

are ‘wicked’ (Mason and Mitroff, 1981; Rittel and Webber, 1973; Schweiger et al., 1986). 

Wicked problems are problems of ‘organized complexity’, and, according to Mason and 

Mitroff (1981), most policy planning and strategy problems are wicked problems of this kind. 

Strategic problems cannot be easily and objectively defined, but they are open to 

interpretation from a limitless variety of angles (De Wit and Meyer, 2004).  

Wicked problems are characterized by several elements (Rittel and Webber, 1973; Mason 

and Mitroff, 1981): 

 Interconnectedness: Strong connections link each problem to other problems; 

 Complicatedness: Wicked problems have numerous interrelated constructs;  

 Uncertainty: Wicked problems exist in a dynamic and largely uncertain environment; 

 Ambiguity: The problem can be seen in indifferent ways, depending on the viewer 

personal characteristics, loyalties, past experience, and involvement; 

 Conflict: Conflicts of interest among persons or organizations with different value 

systems are to be expected. 

These characteristics can all come to the fore in strategy issues. For instance, the issue of 

business strategy, how a company can achieve a sustainable competitive advantage (De Wit 

and Meyer, 2004) or “how to compete in a particular industry or product/market segment” 

(Hofer and Schendel, 1978) shows these traits. Key to achieving competitive advantage is to 

achieve a ‘fit’ between firm and environment (Lawrence and Lorsch, 1967; Miller, 1992). e.g. 

demonstrating interconnectedness. Within both the firm and the environment various 

constructs combine, demonstrating interrelatedness: on the firm side, resources (Barney, 

1991), including traits such as dynamic capabilities (Teece et al., 1997; Eisenhardt and 

Martin, 2000), activities within the value chain (Porter, 1985) and product or service offerings 

need to be combined into a cohesive business system (De Wit and Meyer, 2004). When 

dealing with the environment, firms not only have to handle distinct competitive forces 

(Porter, 1985), but firms evolve in a highly dynamic competitive landscape (D’Aveni, 1994) 

signifying a high degree of uncertainty (Lawrence and Lorsch, 1967; Ireland et al., 1987).  

Business-level strategy can be resolved from different starting points, demonstrating 

ambiguity. Hoskisson et al. (1999) define a ‘swing of a pendulum’ between resource-based 

theories and environment-driven theories, which academics such as Day (1994) and De Wit 

and Meyer (2004) define as inside-out strategies and outside-in strategies. Empirically, 

Stevenson (1976) shows differences in perceptions of strengths and weaknesses among 

managers, while Calori et al. (1992) show differences in perceptions of industry dynamics.  
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Another example of the organized complexity is the strategy issue at hand in this 

dissertation: corporate-level strategy. As was introduced in chapter 2, corporate-level strategy 

can be dissected in two sub-issues: corporate alignment and corporate control. It was also 

argued that these two constructs are interconnected, looking at the strategy – structure 

paradigm. Within these constructs, more interrelated constructs come to the fore, such as 

corporate synergies, corporate scope, relatedness between businesses, roles of the 

headquarters, managerial processes etc. Furthermore, these issues can be perceived from 

various points of view, reflecting the beliefs that managers have: corporate alignment can be 

seen from a viewpoint of corporate integration, but also from a viewpoint advocating 

independence of businesses, while corporate control also has two opposing sides in authority 

vs. autonomy. Another characteristic of wicked problems, conflicts of interest, is key to this 

research project along with the influence of the social environment. 

The ambiguous task that managers have when dealing with corporate-level issues is 

summarized by Stimpert and Duhaime (1997): “Managers of diversified firms confront all the 

issues encountered by managers of single business firms, but the complexity of the 

management task is compounded by the diversified firm’s operations in many, often quite 

distinct markets. Moreover, [these managers] must endeavor to realize the synergies that 

justify their firm’s diversification strategies. Thus [they] face a daunting array of challenges.” 

 

3.3.3 The role of managerial beliefs in the strategy process 
As stated by Barnes (1984), “subjective probabilities are a necessary part of any (good) 

planning”. According to Mintzberg et al. (1998), “The strategy formation process is… 

fundamentally one of cognition”.  Managerial beliefs play a role in every phase of the strategy 

process (Schwenk and Thomas, 1983; Schwenk, 1984; Barnes, 1984; Schwenk, 1988; 

Stubbart, 1989; Das and Teng, 1999). Stubbart (1989) uses the six general segments of the 

strategy process as proposed by Schendel and Hofer (1979) to show the influence of 

manager’s beliefs and sense-making: from goal formulation, environmental analysis, strategy 

formulation, strategy evaluation, strategy implementation to strategic control. 

1. Goal formulation. This is close to the problem identification stage as mentioned by 

Schwenk (1984). Mason and Mitroff (1981) pose that strategy issues have no clear 

formulation. When facing a strategy issue, executives usually begin with little 

comprehension of the situation (Mintzberg et al. 1976; Schwenk 1984). Schwenk (1984) 

suggests various cognitive processes that affect problem identification, such as ‘prior 

hypothesis bias’, i.e. managers are influenced by the traditional strategy of their firm and 

‘reasoning by analogy’, i.e. the application of simple images to guide problem definition.  

2. Environmental analysis. As managers have to make sense of their environment, they will 

have to dissect information on social, economic, political and technological factors, as 
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well as on competitors, suppliers and customers. According to Stubbart (1999), 

“environmental analysis depends on significant intellectual skills, such as attention and 

perception, speculation about the future, reflection and comprehension…to make 

forecasts, predictions and assumptions about uncontrollable elements”. 

3. Strategy formulation.  In this phase, various different thought processes generally apply, 

based on analyses of logical and mathematical models, but also on abstract 

representations (Stubbart 1989). Following Barnes (1984), in strategy formulation “the 

hard facts only go so far, and then human judgment is needed to interpret findings and 

determine their relevance for the future”. 

4. Strategy evaluation.  Stubbart (1989) states that “identifying, comparing, contrasting and 

evaluating different strategies presents an intellectual challenge of the first rank”. 

Schwenk (1984) adds that the engagement of mental templates in the evaluation phase 

may even improve implementation because strategists can have more confidence or show 

more commitment to the decision made. 

5. Strategy implementation.   Perceptions and beliefs can be barriers to strategic change 

when clear opponents or hidden opponents exist, but promoters with a different attitude 

can offer counter-focus (Kruger, 1996; Piderit, 2000). In fact, what is often seen as 

behavioral resistance to change can also be mere cognitive reluctance (Watson, 1982) or 

“unreadiness” (Armenakis et al., 1993). 

6. Strategic control. The specific activities needed for strategic control, e.g. budgeting, 

target setting and evaluation, reporting etc. can also be influenced by managerial 

cognition. As Stubbart (1989) argues: “executives must perceive control items, know 

targets and render conscious judgments to make the comparison required by strategic 

control”.  

The view that ‘managers matter’, together with the notion that managers face complex and 

uncertain situations and thus their cognitions are of significant influence on the strategy 

process is at the base of upper echelons theory (Hambrick and Mason, 1984). Upper echelons 

theory was introduced shortly in the introduction chapter of this dissertation, but as it is a key 

foundation of this study in its link between managerial cognition and the individual 

characteristics of managers it is discussed more elaborately in the next sections. This 

discussion builds further on the extensive review of Carpenter et al. (2004).  

 

3.4 UPPER ECHELONS THEORY 

Hambrick and Mason (1984) argue that “organizational outcomes, both strategy and 

effectiveness … are reflections of the values and cognitive bases of powerful actors in the 

organization” and adopt a sequential view on the perceptual process towards strategic choice 

as shown in figure 2. The term ‘strategic choice’ as proposed by Child (1972), includes 
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formal and informal decisions, i.e. major administrative choices as well as decisions in the 

domain of strategy.  
 

Figure 3.2 Perceptual process (Hambrick and Mason, 1984) 
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According to Hambrick and Mason (1984), the ‘givens’ that a manager brings with him into 

the strategy process reflect the manager’s cognitive base: (1) knowledge or assumptions about 

future events; (2) knowledge of alternatives; (3) knowledge of consequences attached to 

alternatives. Furthermore, these givens reflect a manager’s values: “principles for ordering 

consequences or alternatives according to preference”. A manager’s cognitive base and values 

affect strategic choice through limited fields of vision and selective perception. Upper 

echelons theory suggests that values affect strategic choice both indirectly via their influence 

on perceptions (following Scott and Mitchell, 1972), but also directly, because a manager can 

disregard a certain perception of a situation based on his values, and thus arrive at a different 

choice than he would have made solely based on that perception. 

The second important argument of UE-theory is that “personalized constructs are 

functions of the executives’ experiences, values and personalities” (Hambrick, 2007).  In 

other words, by measuring the individual characteristics of top managers, one measures their 

cognitive base and values, thus measuring their managerial perceptions and thus measuring 

their strategic choices. Consequently, significant organizational outcomes will be associated 

with different observable managerial characteristics (Carpenter et al., 2004). This logic is 

presented graphically in figure 3.  

In this view, as introduced in chapter 1, observable managerial characteristics of 

background and demography, such as age, organizational tenure, functional background, 

education, socioeconomic roots, and financial position are indicators of the givens that a 

manager brings to an administrative situation. This builds upon work by Pfeffer (1983), who 

proposed the organization as a social entity in terms of its member’s attributes. The cognitive 

bias and other psychological processes are viewed as a ‘black box’, as Hambrick and Mason 

(1984) argue that these are apparently very hard to measure.  
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Figure 3.3 Upper echelons perspective (Hambrick and Mason, 1984) 
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Hambrick and Mason’s 1984 publication was a central catalyst for academic interest into top 

executives – for instance observable from the number of citations in 500 refereed journal 

articles (Carpenter et al., 2004).  However, as UE-theory is an important fundament of this 

dissertation, it is important to note that Hambrick and Mason did meet some criticism on their 

theory. These discussions have mainly focused around three areas: the unit of analysis of top 

management teams, assumptions on causality and the nature of individual characteristics that 

are believed to be proxies for managerial cognition. The research project as discussed in this 

dissertation attempts to deal with these constraints as much as possible. 

Arguing that studies up until that point had mainly emphasized the chief executive as 

driver of strategic choice, Hambrick and Mason (1984) propose that the unit of analysis 

should be expanded to the top management team (TMT), as these will impact strategic choice 

as a dominant coalition. Furthermore, the chief executive shares some tasks and power with 

other team members, which would be the senior hierarchical level. This notion has spawned a 

wide range of empirical studies, as will be reviewed in the next section. Various researchers 

use a restriction to the board of directors (Finkelstein and Hambrick, 1990; Wiersema and 

Bantel, 1992; Hambrick et al. 1996). 

However, the question remains what the ‘dominant coalition’ is: as was argued in section 

3.3.1, the senior hierarchical level is not the only group impacting strategic decision-making 

(Floyd and Woodbridge, 1990; Chakravarthy and White, 2002; Watson and Woodbridge, 

2005). Hambrick (2004) has responded to these discussions by acknowledging that the group 

of managers that is engaged in strategic choice can indeed be larger than merely the TMT. 

Dealing with this issue, the research population in the study described in this dissertation is a 

cross-section of managerial levels.  

A possible limitation to causality in UE theory has also been acknowledged by the 

authors themselves, both upfront and in hindsight. Hambrick and Mason (1984) state that in 

partially predicting organizational outcomes from managerial backgrounds, “as with most 

macro-organizational theories, attention to causality is important”. Executives can be drawn 
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to settings that suit their cognitive profiles, explaining why a certain profile would be found 

in these settings (Hambrick, 2007). Furthermore, an issue of endogeneity can potentially exist 

in the relationship of managerial characteristics and cognitive diversity across settings: 

namely, managers are chosen into particular settings because of the individual characteristics 

that they have (Hambrick, 2007). 

As discussed in the chapter 1, the focus of this dissertation the focus is not on causal 

relationships between characteristics and cognition, but only on defining whether a significant 

association exists between positional characteristics and, in this study, corporate-level 

strategy beliefs. In order to give some more background to the research hypotheses, an 

overview of the research into the relationship between managerial characteristics and 

managerial cognitions is provided in the next section. 

 

3.5 ANTECEDENTS OF MANAGERIAL COGNITION 

As stated by Hambrick and Mason (1984), “Observable demographic factors [can] provide a 

reliable portrayal of a person’s makeup… [and] are potent predictors of strategies”. The 

attributes of managers can either directly influence their choices and thus the strategic 

outcome, or indirectly via their cognitive bias, values and beliefs. A direct influence, such as 

the influence of age on organizational tenure, enables prediction, yet by including a subjective 

concept as intervening process or mediator, individual variables can provide good predictors 

to an outcome because both predictor and outcome are related to the intervening process 

(Lawrence, 1997). This is graphically depicted in figure 4. 
 

Figure 3.4 Relationships between individual variable and outcome (Lawrence, 1997) 
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Upper echelons theory follows the second relational mode, by applying the subjective 

concepts of managerial values and perception as mediator between demographic variables 

and strategic outcomes. A large variety of researchers have set out to test this assumption, 

either by measuring individual variables and managerial outcomes while hypothesizing on the 

subjective concept, or by measuring individual variables and the subjective concept by 

hypothesizing on the latter’s relationship with the outcome. Note that the word influence is 

used along with relationship. Even though most of the research is conducted with a specific 

theoretical causality in mind, this is employed in order to support an (often statistical) 

relationship, as was also discussed in the former section. 
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In the following pages, an overview of the research in this area is provided.  The aim of 

this overview is to provide a representative sample to enable conclusions in order to support 

the hypotheses for this study. It builds further on and adds to other reviews in this area by 

Marcokzy (1994), Walsh (1995) and Porac and Thomas (2002). However, it adds more depth 

to these reviews by providing structured information on the conclusions of these studies as 

well as the research samples studied. It disregards methodological differences between 

quantitative and qualitative research, even though most empirical studies in this area employ 

the first mode. 

It is also different from the reviews by others in that it focuses only on empirical studies 

that analyze the relationship between individual managerial characteristics and managerial 

outcomes. Even though some studies use more context-oriented variables such as firm size, 

industry groups or team size as other focal independent variables or control variables, 

conclusions on these variables are not central to the overview presented here. Furthermore, 

the scope of the analysis embraces both research on individual managers and top management 

teams, as also the latter provide depth on the relationship between managerial characteristics 

and outcomes. The individual-focused research is presented first. The cross-section is mainly 

targeted at those studies published in management journals. It is provided on the next pages. 

For each research in the overview, various sources of information are provided. The 

research is ranked historically by author. Then information on the research sample, including 

the method of data collection (survey, interviews, laboratory experiments, external resources) 

is given. The ‘cognitive content’ is the dependent variable of research – in the case of TMT 

research, the dependent variable is sometimes the strategic outcome when direct measurement 

has been applied. The attributes are the independent variables of the various analyses. The 

‘relation’ column shows whether a significant association between the dependent and the 

independent variables has been shown – in case it mentions Y/N, a relationship is shown but 

only with certain aspects of the variable, or the relationship is muddled by interaction with 

another independent variable. Also the main conclusion of each research is provided. 

Conclusions of this analysis can be categorized around four areas: the research samples, 

the managerial outcomes chosen as dependent variables, the managerial attributes adopted 

and the results of the various studies. 

 Research samples. Whereas studies on individual managers usually gather primary data 

from surveys or interviews, most TMT-based research uses secondary data from external 

resources.  Sample sizes of the quantitative studies are mostly around the minimum 

required size for statistical analyses (England and Lee, 1971; Smith and White, 1987; 

Houghton and Neubaum, 1994; Chattophadhay et al. 1999; Barkema and Shyrkov 2007). 

The median sample size of the research in the cross-section is around 100. The units of 

analysis range from CEO’s to senior or middle managers to MBA-students. However,  



 

Table 3.1 Overview of research into individual managerial characteristics and cognitive content (1) 

Author Sample and method Cognitive content Antecedents Relation Main conclusion
Dearborn and Simon (1958) Functional area Y

Lawrence and Lorsch (1967) Functional areas Y Functional subsystems differ in orientation

England and Lee (1971) Nationality Y

Ellis and Child (1973) Firm growth Age Y
Flexibility and risk-taking Organizational tenure Y

Functional area Y
Stevenson (1976) Interviews with 50 managers Strengths and weakness indicators Managerial level Y

Type of responsibilities Y
Stewart and Latham (1980) Firm goal preferences Functional background Y

Hofstede (1980) Work-related values Nationality Y

Song (1982) Acquisitions vs. organic growth Functional background Y

Walker (1985) Beliefs on software product success Position in org. network Y
Function Y/N
Type of product Y/N
Geographic location Y/N
Tenure (firm, industry) Y

Lurigio and Carrol (1985) Y

Smith and White (1987) Diversification strategy Functional background Y Career specializations are linked to strategy

Walsh (1988) Functional area N
Functional experience N

External data collection from 
CEOs of 53 firms 

Firms with legal/finance CEOs are prefer 
diversification via acquisitions, while firms with 
production/marketing CEOs prefer diversification 
via organic growth 

External data on 370 cases of 
CEO succession in 173       
Fortune-1000 firms

Schemata become more detailed, meaningful and 
better articulated with experience

Interviews and information sorting 
with 40 Chicago probation officers 

Categories to differentiate among cases 

Survey across IBM in 40 countries Work-related values differ significantly across the 
world

Organizational tenure

Survey of 1688 American, 
Japanese and Korean mgrs

Organizational goal perceptions and 
expected organizational behavior 

Personal values differ per country; US. vs. Japan 
& Korea

Managers with different functional backgrounds 
have different preferences on firm objectives

Network positions of structurally equivalent 
individuals are more important than function, 
product or geographic location

Survey of 93 employees in 1 
software firm in 4 locations

Case-based research with 23 
middle managers in 1 firm

Beliefs on firm success issues for 
functional domain

Managerial beliefs concerning functional domain 
are related to their own

Case-based card sorting by 121 
middle managers in exec MBA

Beliefs on firm success issues for 
functional domain

Managerial beliefs concerning functional domain 
are not directly related to their own

Interviews and survey with 
managers of 6 firms

Goal, time and interpersonal orientation

Lower age relates to higher firm growth, while risk-
taking and flexibility differs across functional 
areas

Preference mapping of 40 
managers in 10 NFL teams

Survey of 187 managers in 78 
firms

Characteristics strongly influence assessment of 
strengths and weaknesses

  
 

* Y/N: A relationship is shown, but only with certain aspects of the variable or muddled by interaction with other independent variable  

 



 

Table 3.1 Overview of research into individual managerial characteristics and cognitive content (2) 

Author Sample and method Cognitive content Antecedents Relation Main conclusion
Bantel and Jackson (1989) Innovativeness Age Y

Tenure Y
Educational background Y
Functional background N

Miller (1990) Environment-structure fit CEO tenure Y
Environment-strategy fit

Schneider and DeMeyer (1991) Nationality Y
Age N

N

Education N
Hitt and Tyler (1991) Evaluation of acquisition candidates Age Y

Educational area Y
Work experience Y
Managerial level Y
Educational level N
Cognitive complexity Y/N
Risk propensity Y/N
Industry characteristics Y/N

Calori et al (1992) Perceptions of industry dynamics Nationality Y
Industry Y

Finkelstein (1992) Diversification posture Functional background Y
Acquisition posture

Baird et al (1993) Perceptions of joint venture success Nationality Y

Pazy (1994) Beliefs on obsolesce Organizational rank Y
Career stage Y

Houghton and Neubaum (1994) Y/N

Functional experiences Y
Waller et al (1995) Functional background Y/N

National culture influences interpretation and 
response to strategic issues, but individual 
demographic variables do not

Survey of CEOs of 199 Midwest 
US banks

Age and tenure correlate negatively with 
innovativeness, while educational level correlates 
positively

Survey of 303 MBA and executive 
students across nationalities

Executive demographic characteristics affect 
target firm evaluations, over and beyond rational 
analytical processes and industry characteristics

Survey of 65 southwest US top 
executives

Schemata are shared by groups in organizations, 
in rank and career stage

Interviews with 50 technical 
managers across firms

External data collection from 102 
firms 

Interviews with 70 Canadian SME 
CEO's

Longer tenured CEO's fail to match strategy and 
structure with the environment, compromising firm 
performance

Hungarian and American mgrs are closer in 
thinking than to Chinese

Interviews and survey with 63 top 
managers across firms

Perceptions of firm environmental and 
effectiveness change

The influence of functional background depends 
on the area in which perceiving occurs

Survey of 38 Chinese, 24 
Hungarian and 43 American 
middle mgrs

Interviews with 33 French and 
British top managers in 4 ind.

Cognitive differences exist across nationality (FR 
and UK) and industry

Interpretation and response to strategic 
issues

Finance executives show more acquisition activity

Experience (work, 
functional, international)

Card sorting and survey with 504 
top managers in 96 US hospitals

Recollection of strategy issues 
discussed in year before

Managers with different immediate functional 
background have different perceptions, 
moderated by experience in other functions

Current functional 
background

 
 

 



 

Table 3.1 Overivew of research into individual managerial characteristics and cognitive content (3) 

Author Sample and method Cognitive content Antecedents Relation Main conclusion
Markoczy (1997, 2000) Functional area Y

Nationality N
Ireland et. al (1997) Strengths and weakness indicators Managerial level Y/N

Environmental uncertainty Firm Y
Beyer et al (1997) Beliefs on firm success issues Functional experience Y/N

Tyler and Steensma (1998) Age Y
Educational background Y
Work experience Y

Chattopahdhay et al (1999) Efficacy for goals/tactics Functional background Y Social influence has more effect on executive 
Peer influence Y
Age Y/N
Tenure Y/N

Musteen et al (2006) Attitude towards change Positional tenure Y
Functional background N
Functional diversity Y/N
Age Y/N
Gender N

Differences exist across levels and firmsSurvey of 56 managers from 3 
South-American companies

Interviews with 111 managers in 5 
Anglo-Saxon firms in Hungary

Beliefs on relevance of strategic issues

Case-based survey with 120 MBA 
students 

Functional diversity and age affect attitude toward 
change, but this is moderated by CEO tenure

Assessment of potential technology 
alliances

91 US top managers with authority 
for tech alliances

Age, technical education and technical work 
experience are directly related to assessments of 
technological alliances

Survey of 371 executives in 58 
SBUs across 26 industries

Survey of 271 United Way CEO's

Managers' functional experience tends to narrow 
their cognitive processing

Belief is determined by area affected by change

 
 

Table 3.2 Overview of research into TMT characteristics and cognitive content/ strategic outcomes (1) 

Author Sample and method Cogn. content/strat. outcome Antecedents Relation Main conclusion
Chaganti and Sambharya (1987) Strategic orientation Functional area Y/N

Functional background

Finkelstein and Hambrick (1990) TMT tenure Y

Wiersema and Bantel (1992) Receptivity to corporate change Age Y
Organizational tenure Y
TMT tenure Y
Educational level Y
Educational area N

Relationships exist between some functions and 
some strategic orientations

Data collection from external 
resources on 79 top mgrs in 3 
tobacco firms from 1950-1975

Long-tenure teams persue different strategies 
than short-tenure teams over time

Data collection from external 
resources on TMT members of 
100 large firms in 5 years

Strategic persistence with managerial 
discretion as moderating variable

Data collection from external 
resources on TMT members of 87 
Fortune-500 firms

Firms most receptive to corporate change have 
TMTs with lower age, shorter org. tenure, higher 
TMT tenure and higher educational level

 
 

 



Author Sample and method Cogn. content/strat. outcome Antecedents Relation Main conclusion
Michel and Hambrick (1992) Diversification posture Tenure Y

Functional background Y

Hambrick et al (1996) Competitive moves Functional background Y
Education Y
Organizational tenure Y

Boeker (1997) Strategic change Chief executive tenure Y

TMT organizational tenure Y
Pelled et al (1999) Team performance Functional background Y/N

Task routineness Tenure Y/N
Task conflict Age Y/N
Emotional conflict

Earley and Mosakowski (2000) Team planning Sex Y/N
Team performance Race Y/N
Role clarity Age Y/N
Team member satisfaction Nationality Y/N

Chatman and Flynn (2001) Cooperative team norms Sex Y/N
Work processes Race Y/N
Work outcomes Citizenship Y/N

Kor (2003) Organizational growth Founder experience Y
Shared experience Y
Industry experience Y
Age N

Jensen and Zajac (2004) Functional background Y/N
Governance position Y

Herrmann and Datta (2005) International diversification Educational level Y
Organizational tenure Y
Age Y
Functional background N
International experience Y

Barkema and Shyrkov (2007) TMT tenure diversity Y
TMT educational diversity N

Demographic diversity can both decrease and 
increase performance, affected by different types 
of team conflict

Surveys of 317 members of 45 
teams from electronic divisions in 
3 firms

Data collection from external 
resources on 134 F-500  firms 

Functional experience is positively related to 
performance in low-interdependent firms; TMT's 
of high-intedependent firms have longer tenure

Data collection from external 
resources on TMT members of 
200 Fortune-500 firms

Level of diversification and acquisition 
activity

Functional background affects diversification and 
acquisition activity if governance position is taken 
into account

Data from ext. resources on 2159 
expansions of 25 non-fin. Dutch 
firms in 22 yrs

TMT tenure diversity increases the likelihood of 
investing in new geographic markets, but 
educational diversity does not

Entrance into new geographic markets

Data collection from external 
resources on TMT members of 
112 US-based manufacturing 
firms

Firms with TMTs with high international 
experience, short tenure, lower age and higher 
educational level show more international 
diversification

Data collection from external 
resources on TMT members of 73 
firms over time

Experience contributes to TMT competence and 
sales growth

Observations and interviews with 
37 Pacific managers in 5 teams in 
one firm, simulation with 92 exec 
MBA students and survey of 161 
MBA students

Structured content analysis from 
external resources on 32 US 
Airlines

TMTs heterogeneity in functional background, 
education and tenure show larger competitive 
moves, while low tenure shows larger moves
Chief executives' and TMT (diversity of) tenure 
affects strategic change

119 MBA students Cooperative norms mediate the effects of 
demographic heterogeneity on work processes 
and outcomes

Demographic relation with outcomes is 
moderated by time and interaction

Data collection from external 
resources and interviews with top 
managers of 67 firms

 

Table 3.2 Overview of research into TMT characteristics and cognitive content/ strategic outcomes (2) 
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studies are generally confined to a single unit: i.e. most studies are not conducted across 

hierarchies. 

 Managerial outcomes. As noted above, various researchers focus on a specific outcome 

as dependent variable (to demonstrate: Ellis and Child, 1973; Bantel and Jackson, 1989; 

Jensen and Zajac, 2004), but others focus on the subjective mediator between attributes 

and outcomes. On the subjective concept, the research differs in the values or believes 

that managers have, i.e. looking at a more ‘normative’ point of view (such as Pazy, 1994; 

Beyer et al., 1997; Markoczy, 2000), and managerial perceptions, i.e. looking at a more 

‘positive’ assessment of information  (e.g. Stevenson et al., 1976; Calori et al., 1992; 

Baird et al., 1993). A closer look at the content of the dependent variables shows that 

most cluster around business strategy concepts, such as strengths and weaknesses (e.g. 

Stevenson et al., 1976; Ireland et al., 1997), firm success (e.g. Dearborn and Simon, 1958; 

Walsh, 1988)  and competitive moves (e.g. Calori et al., 1992; Hambrick et al., 1996).  

Another popular outcome subject appears to be corporate growth, such as around 

acquisition (Song, 1982; Hitt and Tyler, 1991; Jensen and Zajac, 2004), and 

diversification (Smith and White, 1987; Michel and Hambrick, 1992; Jensen and Zajac, 

2004). This reveals a lack of research employing other subjective concepts on corporate-

level strategy as dependent variable.  

 Results. As also noted by Markoczy (1997) and Jensen and Zajac (2004), results on the 

relationship between managerial characteristics and managerial outcomes are rather 

indecisive.  For instance, research results on the effect of functional area differences 

remain equivocal. Notable are the results from Dearborn and Simon’s (1958) research, in 

which they found that functional area’s influenced managers’ beliefs on firm success 

issues, which were contradicted by Walsh (1988) in a similar research setting, but 

confirmed by Beyer et al. (1997). Other examples of attributes with incongruence on their 

relation with managerial outcomes are experience (e.g. results from Tyler and Steensma 

(1998) vs. Schneider and DeMeyer (1991)) and nationality (e.g. results from Hofstede 

(1980) and Baird et al. (1993) vs. Markoczy (1997). Incongruence can be due to the 

diversity of strategic outcomes discussed, or to the diversity of attributes or theoretical 

premises employed (Jensen and Zajac, 2004). 

 Individual attributes. A first conclusion is that the choice of individual characteristics as 

independent variables seems rather ambiguous, with different studies employing very 

different attributes. As most of the research in this area follows the premises of upper 

echelons theory, most independent variables used are those characteristics rooted in 

demography, including background and experiences. Research prior to Hambrick and 

Mason’s 1984 paper also mostly focuses on demographic variables. A large range of 

studies employs Hambrick and Mason’s early variables, such as age (e.g. Wiersema and 
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Bantel, 1992; Ireland et al., 1997), gender (e.g. Westphal and Milton, 2000) and 

background variables, e.g. education, tenure and functional background (e.g. Walker, 

1985; Wagner, 1987; Papadakis and Barwise, 2002). 

Some researchers have put the assumptions in upper-echelons theory to the test, 

suggesting that not only the demographic characteristics mentioned by Hambrick and 

Mason (1984) are surrogates for managerial beliefs but also other demographic variables 

should be taken into account. For instance, Markoczy (1997) takes UE-theory based 

demographic characteristics as starting point, adding nationality and managerial level, 

while Schneider and DeMeyer (1991) also focus on nationality and multiple levels of 

experience. However, few researchers look at other variables than UE-theory based 

demographic variables. 

 

3.6 CONCLUSION 

Increased attention for cognitive strategy in the strategic management field follows the shift 

of psychology into a more cognitive science, focusing on the study of the mind as a 

conceptual structure. According to this view, the mind is an active mechanism, subjectively 

filtering knowledge, issues and other information sources in the environment. As ‘managers 

matter’ in the strategy process, and in strategy processes they have to deal with complex and 

ambiguous issues and information, cognition plays an important role in the strategy process 

towards strategic choice and its implementation. 

Upper echelons theory takes this view as starting point, emphasizing the importance of 

(top) managers’ cognitive bias and values, which, either via selective perception or directly, 

influence strategic outcomes. Furthermore, UE-theory postulates that strategic outcomes can 

be predicted by measuring the individual characteristics of these top managers, as these 

attributes influence managerial biases and values. This theory has spawned a large range of 

empirical studies, testing the relationship between demographic attributes of top managers 

and either their subjective biases or a strategic outcome itself. 

However, this research is sometimes characterized by incongruent results, and has been 

criticized for its emphasis on only background characteristics as surrogates for managerial 

outcomes. Other theories, in specific social influence theory and agency theory, suggest other 

variables might be equally important. Together with the lack of research into managerial 

cogntition, an important issue in strategy, corporate-level strategy, this substantiates the 

theoretical foundation for this dissertation. In the next chapter, hypotheses for the empirical 

research will be developed based on this core argument. 
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CHAPTER 4: 

POSITIONS AS PROXIES FOR MANAGERIAL BELIEFS 

 

4.1 INTRODUCTION 

In the former two chapters, corporate-level strategy (in chapter 2), managerial cognition and 

upper echelons theory (in chapter 3) were discussed in-depth, in order to provide part of the 

theoretical fundaments for this research project. This study aims at adding two executive 

behavior theories to upper echelons theory, e.g. agency theory and social influence theory, 

based on which hypotheses focusing on the role of positional characteristics in corporate-level 

strategy beliefs are formulated. These hypotheses are formulated on managerial beliefs on 

both corporate alignment and corporate management, and three positional characteristics: 

managerial level, corporate position and functional area. The conceptual framework on 

corporate alignment and corporate management was presented in chapter 2. Before 

introducing the topics of this chapter further, first a short recap is presented of the key 

elements of that framework. 

When dealing with corporate-level strategy, managers will have to deal with two 

interrelated issues: corporate alignment and corporate management.  

The issue of corporate alignment can be viewed from two opposite perspectives. One 

perspective is the synergy perspective, arguing that corporate value should be created by 

capturing synergies across businesses and that therefore these businesses should be related to 

one another in terms of resources and markets. The independence perspective argues the 

opposite, in that corporate value is an amalgamation of business value: i.e. value is created y 

by the interactions that businesses have with their local markets. In order to remain responsive 

to this market and internal dynamics, parent costs should be avoided. Hence, in the synergy 

perspective, the level of alignment is high compared to the independence perspective. 

Simultaneously, the issue of corporate management can also be viewed from two 

extremes. In the authority perspective, the focus is on a hierarchical management style, in 

which only corporate headquarters is responsible for corporate value creation and corporate 

processes are mainly organized in a top-down manner. In the self-organization perspective, a 

heterarchical management style is advocated, in which the SBU’s take more responsibility for 

corporate value creation and thus corporate processes are organized more bottom-up. In the 

authority perspective, the level of control is high compared to the self-organization 

perspective. With regard to semantics, in the issue of corporate management the measurement 

is based on the level of control (as there is no ‘high’ or ‘low’ management). 

The beliefs of most managers will be more equivocal than these two extremes, but 

differences would still occur. Whereas assumptions from upper-echelons theory focus on 
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demographic characteristics such as a manager’s age, education or background as indicators 

of manager’s givens, insights from agency-theory and social influence theory would argue 

otherwise. Managers will be guided by their own interests and the social context in which 

they operate and this will also be reflected in their belief systems. Agency theory and social 

influence theory will be discussed in sections 4.2 and 4.3 respectively, providing more 

substantiation for the research hypotheses over and above the introduction in the first chapter.  

In section 4.4, hypotheses are formulated on the relationship between the positional 

characteristics of managers, such as their functional area, organizational level and corporate 

position, and their belief on corporate alignment and corporate management. 

The use of other independent variables in this research is grounded in two different 

logics. First, in order to know whether positional variables do matter for corporate-level 

strategy beliefs, it should control for other variables that have been shown to have a 

relationship. Second, one aim of the research is to test the premises of upper-echelons theory, 

and therefore the explanatory value of demographic and background variables mentioned by 

Hambrick and Mason and others should be compared to the explanatory value of positional 

variables. This approach follows the argument of Hambrick and Mason (1984): “If 

demographic data yield significant findings, then the upper echelons theory will have been 

put to a relatively stringent test”. The control variables will be discussed in section 4.5. 

 

4.2 AGENCY THEORY 
Jensen and Zajac (2004) indicate that research into individual characteristics of executive 

beliefs is incomprehensive, due to the different theoretical perspectives used. Adopting an 

agency theory perspective as complementary to upper echelons theory, they state that “there 

is considerable value in accepting the relevance of both demography and positions”. The 

agency theory-perspective is one of the key fundaments in this study, which will be discussed 

in this section. 

Agency theory emphasizes position-based preferences (Fama and Jensen, 1983) in a way 

that, as Eisenhardt (1989) states, it “reminded us that much of organizational life…is based on 

self-interest”. The theory has developed along two streams: the positivist agency theory 

stream and the principal-agent stream (Jensen, 1983; Eisenhardt, 1990). In the positivist 

stream, agency theory is embraced as explanation for the behavior of top managers vis-à-vis 

shareholders, as incentive problems arrive when a firm is the ‘province’ of managers who are 

not the firm’s security holders (Fama, 1980). In its original form, agency theory explains the 

effects of the relationship between employers or shareholders (principals) and top managers 

(agents), in which agents act according to different desires or goals (Alchian and Demsetz, 

1972; Jensen and Meckling, 1976, building on Coarse (1960)). 
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The merits of agency theory for explaining intra-firm behavior were also supported, 

giving rise to new research into the behavior of managers across positions within the firm. In 

this principal-agent stream, agency theory is applied to more agency relationships, such as 

employer-employees (Harris and Raviv, 1979; Eisenhardt, 1989). While making assumptions 

about people (e.g. self-interest, bounded rationality, risk aversion), organizations (goal 

conflict among members), and information (a resource not freely available), the focus of the 

theory is on the most efficient contract between principals and agents (Eisenhardt, 1989). In 

other words, agency theory describes the principal-agent relationship in terms of a set of 

contracts among production factors, with each factor motivated by self-interest (Fama, 1980). 

Williamson (1981) adds that “… human agents are subject to bounded rationality and … at 

least some agents are given to opportunism” and “whereas economic man engages in simple 

self-interest seeking, [organizational man’s] opportunism makes provision for self-interest 

with guile”. 

Even though agency theory has met with some criticism on its sometimes over-negative 

view on human interaction (Eisenhardt, 1989), its premise of people being guided by their 

own goals is nevertheless important for this study. While agency theory mostly focuses on 

potential conflicts of interests between shareholders and the ‘corporate elite’ of CEO’s, 

executive, and non-executive directors (Jensen and Zajac, 2004), it can also be expanded 

towards other managerial ‘elites’: across an organization, managers have different interests 

and goals, but these are likely to differ per position. According to Jensen and Meckling 

(1976), “the problem of inducing an ‘agent’ to behave as if he were maximizing the 

‘principal’s’ welfare is quite general…it exists in all organizations, and in all cooperative 

efforts – at every level of management”. The self-interest of people can affect their 

‘interpretive filter’ (Hambrick and Mason, 1984), and orientations of managers differ as a 

consequence of the different roles they occupy (Jensen and Zajac, 2004). 

Eisenhardt (1989), in a review of both the positivist agency and the principal-agent 

streams, suggests three types of situations in which agency theory is most relevant. It is 

argued here that corporate-level strategy processes preeminently adhere to this relevance: 

a) Substantial goal conflict between principals and agents. Across the organization, 

principals and agents will differ, given the organizational position of both principals and 

agents. For instance, in headquarter-subsidiary relationships HQ is the principal with its 

agents being the business managers. In organizational level, this relationship is more 

complex, as a principal of a lower-level agent is the agent for a higher-level principal. 

However, in both position types goal incongruence will occur.  

b) Sufficient outcome uncertainty to trigger the risk implications of the theory. Outcomes of 

strategy processes are per definition uncertain (Mintzberg, 1993), while risk perceptions 

will differ especially on corporate-level strategy. Managers will assess risk of the group’s 
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strategy differently across positions. For instance, risk of the strategy is different for the 

corporate board than for business unit managers. 

c) Un-programmed or team-oriented jobs in which evaluation of behaviors is difficult. In 

corporate-level strategy processes, a large deal of the upper echelons of management 

takes part, but also the lower echelons such as functional managers are implicated. 

Management tasks are hard to evaluate, especially in the corporate-level strategy process.  

By adopting an agency theory perspective, Jensen and Zajac (2004) have shown that 

differences in positions, in particular governance positions, imply differences in strategy 

preferences. The premises of agency theory, in particular its focus on self-interest, outcome 

uncertainty and goal conflict, suggest that strategy preferences of managers will also differ 

across other positions in the firm – in particular on corporate-level strategy. 

 
4.3 SOCIAL INFLUENCE THEORY 

Chattopadhay et al. (1999) acknowledge “a surprising paucity regarding the antecedents of 

upper-echelon executive beliefs” and propose social influence theory to supplement UE-

theory, in its aim to explain cognitive diversity among top managers. In this section, the 

influence of others in a manager’s work environment on his belief on corporate-level strategy 

is emphasized, revisiting and expanding the original notion by Chattopadhay et al.. 

Pazy (1994) argues that ‘schemata’ are not individual creations, but are shared by groups 

of people in organizations. Levine et al. (1993) also call attention to social influence on belief 

systems: “outside of the laboratory and the school, cognition is almost always collaborative”.  

The interaction pattern among those with similar characteristics partly explains the 

development of similar beliefs among the same individuals over time (Smith et al. 1994; 

Markoczy, 2000). 

Daft and Weick (1984), Hambrick and Mason (1984) and Finkelstein and Hambrick 

(1996) suggest that social influence applies to the top management team. Upper echelons 

theory draws part of its focus on the TMT on the premises that “multiple top managers 

interact in social places over some length and time”, and therefore social integration and 

consensus (TMT process) is an important conceptual construct of UE-theory (Finkelstein and 

Hambrick, 1996). However, it has been argued in chapter 3 that the TMT is not the only 

hierarchical level engaged in the strategy process. Social influence will be an important driver 

of managerial values and cognitive concepts in other managerial positions as well: just as 

upper echelon members will interact with one another and as such influence each other’s 

beliefs, so will members of other groups in the organization interact.  

Social influence theory argues that people form and reproduce their beliefs through 

interacting with others, which Chattopadhay et al. (1999) conclude from a review of research 

around social influence and its effect on belief systems, drawing on logics such as 

 66



Where You Sit is Where You Stand 

organizational communication (e.g. McGrath, 1984), socialization (e.g. Jablin, 1997), social 

control (e.g. Nemeth and Staw, 1989) and social information processing (e.g. Fulk et al., 

1987). Through ‘symbolic interactionism’ (Blumer, 1969), people act toward things based on 

the meaning those things have for them, whereas these meanings are derived from social 

interaction. Ford and Baucus (1987) argue that the interpretations of decision-makers are 

shaped in part by their organizational context (strategy, structure and culture). 

However, people are not only influenced by the interaction with others, but also in more 

nonverbal ways. First of all, workers tend to identify themselves according to the prestige and 

distinctiveness of a group (Tajfel and Turner, 1985), thus aligning their beliefs with the group. 

Additionally, executives can also influence each other’s beliefs by their behavior without any 

contact (Falcione et al., 1987). Furthermore, as power and politics influence the strategy 

process (Pettigrew, 1977; Bower and Doz, 1979; Mintzberg et al.., 1998), it can also influence 

managerial beliefs in a social context. The social influence of identity, interaction, behavior 

and power on the strategy beliefs of executives create different groups of ‘cognitive 

communities’ (Porac and Thomas, 2002) in the organization.  

 Identity as social influence on beliefs. Social identity theory implies that individuals 

perceive themselves as logically intertwined with an organizational group, but this is not 

necessarily associated with any specific behavior or interaction (Ashforth and Mael, 

1989). Hence, they develop their identity and beliefs according to the common belief 

system in their group. Social identification is the perception of oneness with or 

belongingness to some human aggregate (Ashforth and Mael, 1989), and is closely related 

to the process of internalization of values and beliefs (O’Reilly and Chatman (1986). In 

other words, people develop beliefs in accordance with the social group in which they 

operate, in order to ‘fit in’. 

 Power as social influence on beliefs. The impact of power on cognition through social 

influence can be two-fold. Power in the formal way is the authority associated with the 

hierarchical level in an organization (Astley and Sachdeva, 1984). Workers have been 

shown to align their beliefs to their manager, as having a different perspective than a 

direct superior may harm a person’s career (Bartunek and Rinquest, 1989). Power in the 

informal way is defined as the access to important resources because one is part of a 

social network. People in central network positions have greater access to, and potential 

control over, relevant resources such as information (Pettigrew, 1973; Brass and 

Burkhardt, 1993). Furthermore, power is related to the degree someone’s perceptions 

match the informal network (Krackhardt, 1990). Therefore, individual attitudes and 

frames of reference have been shown to be correlated to this network position (Rice & 

Aydin, 1991; Brass and Burkhardt, 1993; Brass et al., 2004). In the use of power or 

influence, in which people aim to protect their own self-interests (Gandz and Murray, 
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1980), the link of political processes with agency theory in explaining cognitive diversity 

is obvious (Eisenhardt, 1989).  

 Interaction as social influence on beliefs. Langfield-Smith (1992) contends that as a 

group comes together, some aspects of the individual’s cognitive map will overlap, and 

some will not. Eventually, a shared cognitive map emerges from a social process of 

negotiation and argument (Walsh, 1995). In groups across the organization, shared sense-

making occurs (Gioia, 1986), involving the development of an understanding of shared 

ambiguous events (Daft and Weick, 1984; Weick, 1995). Group members are likely to 

influence one another, especially if the group is expected to work together to achieve a 

common goal (Chattophadhay et al., 1999). Walsh (1995) provides several examples of 

research conducted on social interaction and its influence on managerial representations. 

For instance, Rentsch (1990) examined interaction networks in an accounting firm, 

finding that individual representations were similar to those in their interaction group, but 

different from those in other interaction groups. In a similar study, Rentsch and Klimoski 

(2001) found a relationship between interaction and team level agreement. Thus, 

interactions and communications among group members are a primary cause of schema 

agreement (Walsh et al., 1988).  

 Behavior as social influence on beliefs.  According to Fulk (1993), “the complex 

interplay of behavior and cognition can produce not only coordinated behavior, but also 

coordinated meaning structures”. In a process of ‘social learning’ (Bandura, 1986), 

cognition can be developed by a process of observation, arising from the consequences of 

the behavior of others. For instance, Chattophadhay et al. (1999) argue that by choosing 

not to attend a particular meeting, a manager may inform other managers that he does not 

place much value on the topics to be discussed. Non-verbal communication, i.e. 

communication without direct interaction, includes “gestures and facial expressions” 

(Greenbaum, 1974) and general behavior (Falcione et al., 1987). Social information 

processing theory (Salancik and Pfeffer, 1978) highlights multiple behavioral 

mechanisms by which co-workers influence the attitudes and behavior of others, whereas 

social cognition theory (Fiske and Taylor, 1984) provides insights into these processes as 

well.  

Similar to the argumentation used above for adopting an agency theory perspective, social 

influence will also effect managerial beliefs, as was shown by Chattophadhay et al. (1999) in 

the context of top management. Whereas agency theory provided ground to assume that 

cognitive diversity on corporate-level strategy will occur across managerial positions, these 

differences are even more substantiated by the social influence of these manager’s peers. As 

Tsoukas and Knudsen (2002) reflect: “Strategy formation is a machine-like version of human 
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cognition… [It] is a fundamentally social process: it occurs in a social context in which there 

are relations of influence and power as well as social bonds among those involved.” 

 

4.4 POSITIONS AND CORPORATE-LEVEL STRATEGY BELIEFS 

Scope of the empirical research is the relationship of managerial beliefs on the two issues of 

corporate-level strategy, i.e. corporate alignment and corporate management, with three 

positional variables, i.e. functional area, corporate position and managerial level. 

 
4.4.1 Functional area as proxy for corporate-level strategy beliefs 
With regard to positional antecedents as exploratory variable of beliefs, especially functional 

area is often used in managerial cognition research. Beliefs are actively reinforced by peers 

and authority figures, causing executives in a functional area to align their believes with what 

is expected of their role, in what Jones and Wortman (1973) call ‘ingratiation’..  Finkelstein 

and Hambrick (1996) argue that individuals become socialized and inculcated with the 

functional area’s dominant mode of thinking and acting, but also might have already chosen a 

specific functional area because it fitted their cognitions. Dearborn and Simon (1958) first 

posted that functional position influenced executive perception through ‘departmental 

identification’. Furthermore, accountability for their current functional roles will most likely 

influence the believe structures of managers (Chattophadhay et al., 1999). 

 Houghton and Neubaum (1994) found correlations between current functional area and 

belief structures: in their research among executives in the hospital industry, they found that 

financial managers tend to hold more financially oriented beliefs, while marketing managers 

believed more in market-reputation beliefs. However, as discussed in chapter 3, insights into 

the role of functional area in managerial beliefs has been rather incongruent, with some 

researchers finding a relationship (Dearborn and Simon, 1958; Lawrence and Lorsch, 1967; 

Markoczy, 1997) and others not finding any significance (Chaganti and Sambharya, 1987; 

Walsh, 1988; Musteen et al., 2006. 

A conclusion of the results of these studies is that managerial beliefs indeed relate to the 

current functional area of managers. Both because of individual self-interest and group-

interest, managers in different functional areas can unite in their beliefs on corporate-level 

strategy via social interaction. Corporate-level strategy can have different effects on 

functional areas, potentially changing the status, content or labor distribution of one or more 

functions. 

As the results from previous research on functional areas are rather ambiguous, with 

different functional areas showing a different relationship with a diversity of managerial 

beliefs, this study only proposes a relationship between corporate-level strategy beliefs and 
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the functional area of managers, not how these beliefs would differ across functional areas. 

This discussion suggests the following hypotheses:  

Hypothesis 1: A manager’s belief on corporate alignment is related to his/her functional area 

Hypothesis 2: A manager’s belief on corporate control is related to his/her functional area 

 
4.4.2 Corporate position as proxy for corporate-level strategy beliefs 
Especially regarding the issue of corporate-level strategy, with its emphasis on defining the 

relationship between headquarters and the business units in an organization, perspectives 

between the two groups might differ significantly. Not only the functional area, but also other 

peers in the social environment directly around a manager could be an important cognitive 

community. For managers in large corporations who are active at headquarters, their 

colleagues at HQ will be an important social context, but for other (line) managers this would 

be their division or business unit. With regard to fundamental differences of self-interest as 

brought forward by agency theory, the freedom of movement that autonomy implies is 

perceived as a fundamental human need (Porter et al., 1975) and ‘requisite task attribute’ 

(Turner and Lawrence, 1965) on the individual level.  

Nohria and Ghoshal (1994) propose the headquarter-subsidiary as a typical case of a 

principal-agent relationship, in which the principal’s group interests differ from the agent’s 

local interests.  From a HQ perspective, Paterson and Brock (2002) bring forward that “in 

practice, MNE’s have tended to be concerned that granting significant autonomy may result 

in aspects of corporate interests being compromised”. From a subsidiary perspective, 

Birkinshaw and Hood (1998) warn against ‘empire building’: business unit or subsidiary 

managers may take certain actions to develop their unit for the benefit of their country 

(function), or themselves. Birkinshaw et al. (2000) add that they “would expect to see 

significant differences in opinions between HQ and subsidiary managers on just about 

everything”.  

Self-interest with regard to corporate alignment and management might be even more 

important than in the functional areas. In other words, in situations where the corporate 

headquarter is the principal, while managers in the businesses are its agents, situations of goal 

incongruence can arise (O’Donnell, 2000). For instance, it was already noted that the roles of 

the subsidiary are often “a negotiated position that is to some degree understood jointly 

between HQ and businesses managers” (Birkinshaw et al., 2000).  

A manager at HQ will propose a far more important role for the corporate unit, because it 

could elevate his status, improve content of the work for him and his group of peers. On the 

other hand, a business manager might think corporate value should indeed be pursued, but can 

also believe that this should not come at the expense of the value for his business and thus his 
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KPI’s. He will then advocate relative independence, with less top-down corporate 

management but more upward influence and decision-making autonomy for the business 

units. These beliefs can merely be based on self-interest, but will only be enforced by the 

interaction with other managers within HQ or the business. Given the ‘us vs. them mentality’ 

(Roth and Morrison, 2002) characteristic for the headquarter-subsidiary relationship, beliefs 

on corporate level-strategy are expected to differ per ‘corporate position’: 

Hypothesis 3: Managers positioned at corporate headquarters will attribute a higher value to 

corporate alignment than other managers will 

Hypothesis 4: Managers positioned at corporate headquarters will attribute a higher value to 

corporate control than other managers will 

 
4.4.3 Managerial level as proxy for corporate-level strategy beliefs 
Not only across corporate positions, but also across managerial levels corporate-level strategy 

beliefs are expected to differ. Note that managerial level and corporate position are not 

necessarily the same. For instance, a business manager can have a high hierarchical level as 

business director and thus corporate board member or a lower level as manager of the 

marketing department for a product-market combination, while a corporate manager can also 

have a relatively low hierarchical level as functional manager. Sometimes a manager might 

think as ‘corporate’ or ‘business’ manager, but sometimes he might think as ‘managing 

director’ or ‘department head’.  

Empirically, a person’s position in an organization’s hierarchy has been shown to be 

related to his beliefs. For instance, Ireland et al. (1987) concluded from their research that 

perceptions towards firm-specific strengths and weaknesses and environmental uncertainty 

differ per managerial level, building on UE-theory in stating that members of each managerial 

level are likely to be near the same (organizational) age and will have shared experiences. 

However, Markoczy (1997) found no relation between hierarchical position and beliefs on 

strategic change. On corporate-level strategy, Ambrosini and Bowman (2003), who found 

some cognitive diversity on corporate-level strategy within the organizations that they 

researched, suggested that these could be explained by “the distance and complexity between 

the apex and other managers”. Agency theory can explain this cognitive diversity, because 

each group of managers at specific levels represent different agents, whose interests are 

served differently by the strategy of their corporation. This discussion is formulated into the 

following hypotheses: 
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Hypothesis 5: Higher-level managers will attribute a higher value to corporate alignment 

than lower-level managers will 

Hypothesis 6: Higher-level managers will attribute a higher value to corporate control than 

lower-level managers will 

 

4.5 CONTROL VARIABLES 
Besides the positioning variables discussed above, other variables can potentially explain 

cognitive diversity as well. These variables are mainly rooted in upper echelons theory, i.e. 

the demographic and background variables as proposed by Hambrick and Mason (1984), 

which were supplemented by others. The control variables are gender, age, country of origin, 

educational area, firm and functional experience. 

 
4.5.1 Gender 
Hambrick and Mason (1984) propose gender as a demographic characteristic that can 

substitute the measurement of strategic outcomes. However, not much research has been done 

on the influence of gender on managerial beliefs or outcomes. Some relationships have been 

found, albeit moderated by other effects. For instance, Earley and Mosakowski (2000) found 

a relation between gender heterogeneity in TMT’s and team planning, team performance, role 

clarity and satisfaction, but this relationship was moderated by time and interaction effects. 

Chatman and Flynn (2001) found this relationship as well, but this time it was moderated by 

the cooperative norms between team members. In a recent study of 271 United Way CEO’s, 

Musteen et al. (2006) found a significant relationship between gender and attitudes toward 

change. 

 
4.5.2 Age 
Age is an important demographic variable in that it helps to predict an individual’s non-work 

related experiences (Ryder, 1965), for instance influencing flexibility and risk-seeking 

behavior (Wiersema and Bantel, 1992). Members of each organizational level are likely to be 

near the same organizational age. Age variance across levels will be significantly greater than 

within any one level (Viega, 1981). For Ireland et al. (1987), this is the foremost reason to 

assume that perceptions are likely to vary as a function of managerial level: members of each 

managerial level are likely to be near the same organizational age. Bantel and Jackson (1989) 

exposed a negative correlation of age with innovation in the banking industry. Hitt and Tyler 

(1991) found that age influenced the evaluation of acquisition candidates, whereas 

Chattopadhay et al. (1990) found disagreement on several belief dimensions between 

different generations in a heterogeneous set of 71 industries.  Thus, managers with a 
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comparable age might have different perspectives on corporate strategy than managers of 

another generation. 

 
4.5.3 Origin 
Interpretations of the influence of a manager’s home country or domicile country have been 

contradictory. According to Walsh (1995), work examining the effects of national differences 

on individual knowledge structure development has been ‘equivocal’. Some have exposed a 

relation between nationality and cognitive diversity, whereas others did not find a connection. 

For instance, Schneider and DeMeyer (1991) found national differences in the evaluation of 

strategic issues, as well as Calori et al. (1992), who found differences in the way British and 

French managers viewed their industries. One of the most recognized studies is Hofstede’s 

(1980), who showed significant differences in world-views of people in different countries. 

Researchers such as Markoczy (2000) and Kilduff et al. (2000) found evidence for the 

contrary: Markockzy found that the effect of being in a certain functional area was by far the 

largest versus other determinants under research, among which was nationality. Yet, Meyer 

(2007) again found significant relationships between national background and strategy 

beliefs.  

 
4.5.4 Education  
A manager’s educational background has been shown to relate to their cognitions. For 

instance, Hitt and Tyler (1991) found that managers with different educational area’s 

evaluated acquisition candidates differently, while Tyler and Steensma (1998) found that this 

was also the case in managers’ assessments of technological alliances. On the other hand, 

Wiersema and Bantel (1992) found no such relationship. Educational backgrounds can 

influence managers’ functional areas, but perhaps also their corporate positions. It could be 

that managers at the headquarters will generally have a different functional education area 

than managers at business unit levels. The notion of self-selection (Finkelstein and Hambrick, 

1996) is important: individuals that chose a certain educational area may have chosen this 

area simply because of the type of people they already were. Results on the relationship of 

educational background should be therefore be treated with care, as according to Hambrick 

and Mason (1984) “a person’s educational background may serve as a muddied indicator of 

socioeconomic background, motivation, cognitive style, risk propensity, and other underlying 

traits”. 

Also, some theorists mentioned educational level as an attribute of someone’s 

perspective, supposedly reflecting cognitive ability and skills (Wiersema and Bantel, 1992). 

This ranges from information processing capabilities (Schroder et al. 1967), the ability for 

‘integrative complexity’ (Dollinger, 1984) and the openness for innovation (Bantel and 
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Jackson, 1989). However, as the research population is expected to show a similar 

educational level, it is not included as control variable in the analyses presented in the next 

chapters. 

 
4.5.5 Firm 
Not only groups within the organization will show cognitive diversity, but as all these groups 

form a group together as well, this diversity will also show in organizations vis-à-vis one 

another. The interaction dynamics that characterize groups of people in the same 

organizational levels and functional area’s will also account for the firm or business unit as a 

whole.  According to Schneider and Angelmar (1993), “‘the thinking organization’ is not just 

a metaphor, it refers to an empirically demonstrable capability”. An abundance of researchers 

have indeed demonstrated some collective thought in organizations (for an exhaustive review 

see also Walsh, 1995), either explaining the phenomenon by showing the significance of 

organizational memory (Levitt and March, 1988; Walsh and Ungson, 1991) or by using the 

argument of interpretive interaction (Daft and Wieck, 1984; Weick and Roberts, 1993). 

Hence, as part of the variance in corporate-level strategy can be explained by the different 

organizations that the respondents work for, on top of the different other independent 

variables, it is accounted for as control variable. 

 
4.5.6 Experience 
Research results with regard to tenure, work and functional experience are fairly consistent: 

individual managers that have more experience generally have different beliefs than managers 

with less experience in their work (Ellis and Child, 1973, Walker, 1985; Hambrick et al., 

1996). For instance, an individual’s work experience has been shown to result in particular 

knowledge structures (Walker, 1985; Walsh, 1995). Hambrick et al. (1996) found that TMT’s 

with long organizational tenure showed more risk aversion and made smaller competitive 

moves than shorter tenured teams. Ellis and Child (1973) found a similar relationship with 

risk-taking views, and found this relation to be even stronger than age. Michel and Hambrick 

(1992) suggest that in functional area also the area in which managers have spent most of 

their time needs to be considered. 

Usually, when researching the influence of the current functional area, in order to control 

for the experience managers have in a certain functional area, functional experience is used as 

a control variable (Houghton and Neubaum, 1994; Markoczy, 1997; Chattopadhay et al., 

1999). Because current functional area is an important variable in this study, in the statistical 

analyses functional experience is used as a proxy for experience, together with age. However, 

also the effect of other types of experience is researched in a different analysis. 
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4.6 CONCLUSION 

In this chapter, the remaining theoretical fundaments of this study were discussed. Whereas 

upper echelons theory has clearly shown its merits, as was brought forward in chapter 3, its 

oversimplification in its focus on demographic characteristics as explanatory variables of 

managerial cognition leaves theoretical opportunities for other explanations of cognitive 

diversity. These opportunities are provided by agency theory and social influence theory, as 

the different goals and interests and the social context in the organization are likely to be 

related to beliefs of managers over and above their demographic characteristics. 

As managers have different interests and are influenced by different social groups across 

positions, differences in organizational positions are likely to explain cognitive diversity. This 

relationship is especially apt to exist in corporate-level strategy beliefs. Therefore, this 

chapter has proposed hypotheses on the relationship between managerial beliefs on corporate-

level strategy (corporate alignment and corporate management) and these organizational 

positions (functional area, corporate position and managerial level). Furthermore, it has 

introduced control variables brought forward by upper echelons theory, i.e. the demographic 

characteristics and experience characteristics that also potentially explain variance. The 

operationalization of these variables will be discussed in the next chapter, introducing the 

empirical research and its method. 
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CHAPTER 5: 

METHODOLOGY 

 

5.1 INTRODUCTION 

In this chapter, a description of the data is provided, including the process and instrument 

used to generate the data. Data was gathered between between May 2006 and December 2006 

from a total of 350 managers in 5 multinational corporations. First the research sample is 

introduced, after which the adopted assessment instrument and its background will be 

discussed. The second part of this chapter will handle the dependent and independent 

variables, providing ground for reliability and validity of the research instrument, as well as 

descriptive statistics. 

 

5.2 SAMPLE  

Because of the subject of corporate level strategy, the sample was restricted to large 

multinational organizations. Data was originally collected from 372 managers in 5 

corporations across industries and countries: an international financial service firm active 

across the world (244 executives assessed), a Dutch technology and service firm active in 

Western Europe (22 executives assessed), a Scandinavian manufacturing and service firm 

active across the world (22 executives assessed), an Dutch bank active across the world (25 

executives assessed) and the customer service division of an international technology firm (37 

executives assessed).  These firms were chosen to reflect different industries and (employee) 

origins in order to further increase the generalizability of the research and to sufficiently 

control for specific firm-effects. The numbers of employees of each firm ranged from 18.000 

to 120.000, with a mean of 45.000. The sample includes board-members, headquarter staff, 

division heads, business unit managers and functional managers with diverse functions, 

demographic characteristics and levels of experience.  

The managers in the sample were participants to in-company training programs or were 

asked to provide their inputs as preparation for an (annual) strategy meeting in which 

corporate-level strategy was one of the key issues. The access to these managers contributes 

to the uniqueness of the data set. Each participant received an email with instructions, 

including the reinsurance that all data remained confidential and was only presented on the 

aggregate, anonymous group-level, in order to exclude bias. The company’s CEO or other 

senior managers communicated to the participants that their input was highly appreciated and 

they were at all liberty to answer, the latter again to counter respondent’s bias. Reminders 

were sent out twice in each firm. In the next section, the way the questionnaire was developed 

will be detailed. 

 77



Chapter 5: Methodology 

5.3 MEASURING CORPORATE-LEVEL STRATEGY BELIEFS 

Data on the corporate-level strategy beliefs was gathered by using a web based assessment, 

‘Strategy Profiler’. This instrument was developed jointly with another researcher, developed 

and validated in a large-scale research of 900 managers (Meyer, 2007), who explicitly studied 

the measurement of managerial beliefs, on a complete range of strategy issues.  

In a web-based assessment, participants are asked to place random cards with statements 

into 1 of 5 boxes on a 5-point Likert scale, as also adopted by Daniels et al. (1995) to assess 

managers’ models of competitive structures. Once all ratings of the statements are provided in 

the assessment, it closes with questions on the participants’ characteristics across positional, 

demographic and experience attributes. Some of the positional characteristics, such as 

managerial level, were supplemented in coordination with the organization under research, 

while the other individual characteristics were checked with other sources, such as the HR-

departments and organizational structures of the organizations. The assessment was 

developed along the following steps (Walsh, 1988; Markoczy, 1997): 

1. Development of Conceptual Framework. First, the underlying structure as grounding for 

the questionnaire was designed from theoretical studies. The framework follows the 

following constructs (see chapter 2) 

I. The issue of Corporate Alignment (Synergy vs. Independence) 

II. The issue of Corporate Management (Authority vs. Self-organization) 

2. Testing Conceptual Framework. The framework was presented and deliberated during 

interviews, class sessions and discussions with executives, strategy consultants and 

academics (see chapter 2 of the steps taken).  

3. Development of Items. From a broad review of the literature on corporate-level strategy, 

statements were developed following a more in-depth clustering of each of the three 

corporate strategy issues in the assessment. All items deal with the participant’s view on 

what should be the corporate level strategy of the corporation he works for. These 

statements were discussed and checked on wording (with concern to ambiguity, 

imprecision, vagueness or complicated English) with fellow strategy researchers, also 

with experience in cognitive strategy assessments. At the end of this process, a list of 42 

items was compiled. 

4. Testing Items. The assessment was sent out to a selection of 80 management 

professionals and consultants, with a 53% response rate. After scale analysis various 

changes in items and wording were made, also based on interviews and discussions with a 

sample of the respondents. The final version of the ‘Corporate Strategy Profiler’ is 

composed of 42 items. A complete list of the items is provided on  the next pages, 

including the literature on which the statements are based. 
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Table 5.1 Corporate Strategy Profiler items 

Synergy 
Nr Statement Construct References 

Business units within the corporation 
that I work for should be connected 
as much as possible 

Prahalad and Hamel (1990), Porter (1985), Moss 
Kanter (1989), Trautwein (1990), Goold et al. (1994) 1 Overall 

The business units in the corporation 
that I work for are better off within 
that corporation than they would be 
alone 

Porter (1987), Prahalad and Hamel (1990), Porter 
(1985), Goold et al. (1994) 2 Synergies 

Porter (1987), Goold et al. (1994), Grant (2002), 
Williamson (1975, 1985), Maloney and McCormick 
(1983) 

In the corporation that I work for, 
businesses should be aligned to 
reduce operational costs  

3 Synergies 

Prahalad and Hamel (1990), Hamel and Prahalad 
(1993), Collis and Montgomery (1998), Hansen and 
Lovas (2004), Doz et al. (2001)  

The corporation that I work for should 
share knowledge across business 
units 

Synergies 
(resources) 4 

The corporation that I work for should 
integrate activities across business 
units  

Synergies 
(activities) 

Goold and Campbell (2000), De Wit and Meyer 
(2005), Rumelt (1974), Lauenstein (1985) 5 

The corporation that I work for should 
have identical positions in markets 
across business units 

Synergie 
(positions) 

De Wit and Meyer (2005), Rumelt (1975), Marshall 
et al. (1984), Lauenstein (1985) 6 

Prahalad and Hamel (1990), Stimpert and Duhaime 
(1997), Markides and Williamson (1996), Rumelt 
(1974/1982), Haspeslagh and Jemison (1990), 
Collis&Montgomery (1998) 

The corporation that I work for should 
only acquire a new business when 
that business has similar 
competences 

7 Relatedness 

The corporation that I work for should 
only acquire a new business when 
that business has similar activities 

Stimpert and Duhaime (1997) Porter (1985/1987)  
Marksides and Williamson (1996) 8 Relatedness 

The corporation that I work for should 
only acquire a new business when 
that business is active in similar 
markets  

Rumelt (1974), Keats (1990), Stimpert and Duhaime 
(1997), Whittington & Mayer (1999), Markides and 
Williamson (1996); 

9 Relatedness 

The corporation that I work for should 
be active in a large range of different 
markets because it can spread risk 
that way 

Hedley (1977), Baumol et al. (1982), Teece (1980);, 
Lubatkin and Chatterjee (1994) 10 Scope 

   Independence 
Nr  Statement Construct References 

Business units within the corporation 
that I work for should be separated as 
much as possible 

Overall 
(consistency) 

Hedley (1977), Henderson (1979), Posner (1972), 
Williamson (1975), Brock (2003) 11 

The corporation that I work for should 
be a portfolio of independent 
businesses 

Haspeslagh (1982), Williams et al. (1988), Grant 
(2002), Hedley (1977), Henderson (1979) 12 Overall 

Birkinshaw et al. (1998),  Ghoshal and Bartlett 
(1988),  Bartlett and Ghoshal (1995), Hood and 
Taggart (1999) 

Business units in the corporation that 
I work for should be autonomous in 
order to foster entrepreneurship  

13 Autonomy 

To retain speed of decision-making, 
businesses in the corporation that I 
work for should be left alone by 
corporate headquarters 

Cambell and Goold (1990), Goold and Campbell 
(2003), Geneen (2002), Gifford (1998) 14 Autonomy 

To be accountable for results, 
businesses in the corporation that I 
work for should be independent  

Goold and Campbell (2003), Jacques (1990), 
Chandler (1962) 15 Autonomy 
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For businesses in the corporation that 
I work for, trying to capture synergies 
with other businesses will lead to too 
much bureaucracy 

Handy (1992), Geneen (2002), Bartlett and Ghoshal 
(1995); 16 Autonomy 

In the corporation that I work for 
overhead costs will be higher than 
the benefits of capturing synergies 

17 Autonomy Goold and Campbell (2003), Geneen (2002) 

 Businesses in the corporation that I 
work for should be autonomous to 
retain clarity of responsibilities 

Goold and Campbell (2003), Robins et al. (2002), 
Brock (2003) 18 Autonomy 

Markides (2004), Williamson (1975), Rumelt (1974), 
Keats (1990), Stimpert and Duhaime (1997), 
Whittington & Mayer (1999), Hedley (1977) 

Business units in the corporation do 
not need to be related to one another 
in terms of markets  

19 Relatedness  

The corporation that I work for should 
be active in a large range of different 
markets because that will give 
freedom to the business units 

20 Scope Williamson (1975), Brock (2003) 

Business units in the corporation that 
I work for need to be very responsive 
because things change so quickly in 
their environment  

Environmental 
dynamics 

Levy and Haber (1986), Roth et al. (1991), Jarillo & 
Martinez (1990), De Wit and Meyer (2005) 21 

Business units in the corporation that 
I work for need to be very flexible to 
react to market demands quickly 

Environmental 
dynamics 

Levy and Haber (1986), Roth et al. (1991), Jarillo & 
Martinez (1990), De Wit and Meyer (2005) 22 

   Authority 
Nr Statement Construct References 

Chandler (1962), Williamson (1975), Offe (1985), 
Lash and Urry (1987), Castells (1996), Jacques 
(1990) 

The corporation that I work for should 
foremost be directed by top-
management 

23 Overall 

The corporation that I work for should 
concentrate most of its activities into 
one department or location 

Processes 
(centralization) 

De Wit and Meyer (2005), Gates and Egelhoff 
(1986), Hedlund (1981) 24 

The corporation that I work for should 
use the same norms, standards and 
specifications throughout the entire 
organization 

Processes 
(standardiza-

tion) 

De Wit and Meyer (2005), Raynor and Bower 
(2001), Theodisiou and Leonidou (2003), 25 

Processes 
(direct 

coordination) 

Eisenhardt (1985), Hoskisson and Hitt (1994), Kim 
and Mauborgne (1993), Kono (1999), O’Donnell 
(2000), Doz and Prahalad (1981) 

In the corporation that I work for, the 
business units should be closely 
monitored by corporate headquarters 

26 

Processes 
(indirect 

coordination) 

Goold and Campbell (1987), De Wit and Meyer 
(1995), Herbert (1999), Prahalad and Doz  (1981); 
Malone et al. (1999) 

In the corporation that I work for, 
corporate headquarters should give 
strict targets to the business units 

27 

In the corporation that I work for, the 
role of corporate headquarters should 
be to determine the strategic direction 
of its business units 

Structure 
(Architectural 

role) 

Chandler (1994), Markides (2002), Collis and 
Montgomery (1998), Campbell et al. (1995), Hannah 
(1991), Markides and Williamson (1996) 

28 

In the corporation that I work for, 
corporate headquarters should take 
care of the distribution of money as 
well as skills and knowledge 

Williamson (1975), Haspeslagh (1982), Prahalad 
and Hamel (1990), Raynor and Bower (2001), Foss 
(1997), Chandler (1994)  

Structure 
(Allocating role) 29 

In the corporation that I work for, 
corporate headquarters should take 
over support services such as IT, 
HRM and Finance from the business 
units 

Structure 
(Assisting role) 30 Porter (1985); Goold and Campbell (1996) 

Schein (1985),Trice&Beyer (1993); Hoskisson et al. 
(1991); Peters and Waterman (1982); Sayles and 
Wright (1985); Calori (1988) 

In the corporation that I work for, 
norms and values should be similar 31 Culture 
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In the corporation that I work for, 
people should have the same view on 
strategy 

Prahalad and Bettis (1995); Stimpert and Duhaime 
(1997); Roth et al. (1991) 32 Culture 

   
Self-organization 
Nr Statement Construct References 

The corporation that I work for should 
be managed by strong bottom-up 
involvement 

Overall 
(consistency) 

Teece (1993), Stacey (1993), Beinhocker (1999), 
Wheatley and Kellner-Rogers (1996)  33 

The success of the corporation that I 
work for depends on the ability of 
each business unit to operate 
successfully stand-alone 

Raynor and Bower (2001), Goold and Campbell 
(2003), Hedley (1977), Henderson (1979), Goold et 
al. (1994) 

Processes 
(centralization) 34 

Using the same rules, standards and 
specifications throughout the entire 
corporation will lead to too much 
bureaucracy 

Processes 
(standarization) 

De Wit and Meyer (2005),  Goold and Campbell 
(2003), Birkinshaw and Hood (1995) 35 

In the corporation that I work for, 
coordination between business units 
by corporate headquarters leads to 
more inefficiency rather than 
efficiency 

Processes 
(coordination) 36 O’ Donnell (2000), Geneen (2002) 

Business units in our corporation will 
only work closely together when they 
believe its in their own interest 

Processes 
(collaboration) 

Eisenhardt and Galunic (2000), Birkinshaw (2000),  
Birkinshaw and Hood (1998) 37 

In the corporation that I work for, 
headquarters should only allocate 
capital and not more 

Structure         
(HQ roles) 

Lubatkin and Chatterjee (1994), Trautwein (1990), 
Chatterjee (1986), Weston et al. (1990) 38 

In the corporation that I work for, 
business units should be actively 
involved in the strategy process of 
the corporation 

Andersson and Pahlberg (1997), Birkinshaw et al. 
(2002), Eisenhardt and Galunic (2000), Bartlett and 
Ghoshal (1986) 

Structure         
(Star role) 39 

Jarillo and Martinez (1990), Taggart (1997), 
Birkinshaw and Morrison (1995), O’Donnell (2000), 
Bhartlett and Ghoshal (1986), Anderson and 
Pahlberg (1997) 

In the corporation that I work for, 
business units should not operate in 
other business units’ markets 

Structure         
(Solitary role) 40 

In the corporation that I work for, 
decisions should first be taken by the 
business units jointly and then by 
corporate headquarters 

41 Culture Paterson and Brock (2002), Birkinshaw (1997) 

If there is a diversity of business unit 
cultures in the corporation that I work 
for, it should be cultivated 

Schein (1995), De Wit and Meyer (2005), 
Haspeslagh and Jemison (1990) 42 Culture 

  

5.4 VARIABLE MEASUREMENT 

Data was collected between May 2006 and December 2006. Based on the 372 assessments 

filled out, descriptive statistics are presented in order to analyze reliability of the assessment 

and reduce data were necessary. Also a description of the independent variables included in 

the research is provided. 

 

5.5.1 Dependent variables 
Four dependent variables are included: executives’ beliefs on ‘synergy’, ‘independence’, 

‘authority’ and ‘self-organization’. First, scores of 20 participants were eliminated from the 

sample because of missing values. All were part of one organization. Second, incoherent 
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scores were eliminated by means of a consistency check. These checks were built into the 

assessment, namely items 1 vs. 11 and 23 vs. 33 – so each of the two corporate strategy issues 

has one set of consistency items. For instance, item 23 specifically states that management of 

corporate should be foremost top-down, while ithem 33 states the opposite (bottom-up 

management). As each of the items in the two checks are obviously opposing, in both 

wording and meaning, participants’ answers were rated inconsistent when they had a extreme 

high (low) score one of the set of items and also a high (low) extreme score on the other. In 

other words, a combination of 1-1, 1-2, 2-1, 4-5, 5-4 and 5-5 on the scale was rated as an 

inconsistent score. When a participant failed these 2 consistency checks, he/she was taken out 

of the sample. In this way, 2 participants were taken out, leaving 350.  

Third, it was tested whether the variables in the analysis are normally distributed - as in 

particular skewness can lead to biased or heteroskedastic findings in bivariate and 

multivariate analyses (Hair et al., 2006). The results are presented in the table below, showing 

that skewness and kurtosis values are all between -1 and 1, showing an acceptable normal 

distribution of the item scores per issue. 
 

Table 5.2 Descriptive statistics of dependent variables 

N Mean SD Skewness Kurtosis   
Synergy 350 3,4 0,43 -0,048 -0,158 
Independence 350 2,8 0,60 0,386 0,232 
Authority 350 3,5 0,51 -0,286 0,329 
Self-organization 350 3,0 0,48 0,223 0,020 

 

Fourth, in order to assess and increase reliability of the test, factor analysis was conducted to 

explain some of the internal variance of the scores before explaining the variance caused by 

the independent variables. Principal Component Analysis (factor loadings >0.3; eigenvalues 

>1) was conducted using the varimax transformation, which are deemed more appropriate for 

use in further statistical analysis (Stimpert and Duhaime, 1997). The minimum factor loading 

of 0.3 is concurrent with a minimum sample size of 350 and the number of variables (Hair et 

al., 2006). This meant the disposal of various items, but also a better insight into the scores. 

The factors explain around 50% of the internal variance for each of the four constructs. 

Further data reduction in scale analysis, assessing Crombach’s alpha as measure for 

reliability, also caused the elimination of a number of items. After factor and scale analysis, 9 

items were discarded for further analysis. The following 33 items account for the 

measurement of the dependent variable: 
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Table 5.3 Rotated component factor matrix Synergy 

Nr Statement Factor 1 Factor 2

1 Business units within the corporation that I work for 
should be connected as much as possible 0,71

3 In the corporation that I work for, businesses should be 
aligned to reduce operational costs 0,69

4 The corporation that I work for should share knowledge 
across business units 0,61

5 The corporation that I work for should integrate 
activities across business units 0,74

7
The corporation that I work for should only acquire a 
new business when that business has similar 
competences

0,81

8 The corporation that I work for should only acquire a 
new business when that business has similar activities 0,83

9
The corporation that I work for should only acquire a 
new business when that business is active in similar 
markets 

0,76

Factor 
name

Synergies Growth 
related-

ness  
 

When regarding the content of the items these factors seem logically coherent. Factor 1 in 

Synergy clusters around internal synergies, dealing with connection of businesses in terms of 

knowledge synergies and the integration of activities. The items that load upon factor 2 deal 

with relatedness in terms of corporate growth, dealing with acquisitions when the new 

businesses have similarities in competences, activities and markets. This is coherent with the 

theoretical framework introduced in chapter 2, in which the issues of corporate scope 

encompasses different levels of relatedness as discussed in the literature, while the issue of 

corporate integration deals with corporate synergies across resources and activities. 
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In the issue of Independence, factor 3 groups around internal responsiveness, encompassing 

entrepreneurship, autonomy, decision-making speed and accountability. Factor 4 clusters 

around parent costs, with the bureaucracy and overhead costs that business alignment can 

bring about, but also potentially the restrictions to business growth. Factor 3 clusters around 

market responsiveness in the need for flexibility to adapt to market dynamics. These factors 

support the corporate-level strategy framework as well, both concerning responsiveness and 

parent costs. 
 

Table 5.4 Rotated component factor matrix Independence 

Nr Statement Factor 3 Factor 4 Factor 5

11 Business units within the corporation that I work for 
should be separated as much as possible 0,60

12 The corporation that I work for should be a portfolio of 
independent businesses 0,62

13 Business units in the corporation that I work for should 
be autonomous in order to foster entrepreneurship 0,79

14
To retain speed of decision-making, businesses in the 
corporation that I work for should be left alone by 
corporate headquarters

0,53

15 To be accountable for results, businesses in the 
corporation that I work for should be independent 0,75

18 Businesses in the corporation that I work for should be 
autonomous to retain clarity of responsibilities 0,78

16
For businesses in the corporation that I work for, trying 
to capture synergies with other businesses will lead to 
too much bureaucracy

0,70

17 In the corporation that I work for overhead costs will be 
higher than the benefits of capturing synergies 0,61

19 Business units in the corporation do not need to be 
related to one another in terms of markets 0,69

21
Business units in the corporation that I work for need to 
be very responsive because things change so quickly 
in their environment 

0,85

22 Business units in the corporation that I work for need to 
be very flexible to react to market demands quickly 0,85

Factor 
name

Internal 
responsive-

ness

Parent 
costs

Market 
responsive-

ness  
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Also in the issue of corporate management, the factors explaining internal variance in the two 

constructs (authority and self-organization) support the framework of corporate-level strategy, 

introduced in chapter 2. Authority has three components, based on (6) concentration of 

power, (7) institutional control and (8) top-down leadership. Factor 6 and 8 align with the 

issue of corporate roles; to what extent activities should be conducted by the HQ, and also 

which activities they should conduct or not. Factor 7 deals with corporate processes, in the 

extent of standardization of processes and culture, but also the extent of coordination top-

down.  

 
Table 5.5 Rotated component factor matrix Authority 

Nr Statement Factor 6 Factor 7 Factor 8

23 The corporation that I work for should foremost be 
directed by top-management 0,67

24 The corporation that I work for should concentrate most 
of its activities into one department or location 0,66

25
The corporation that I work for should use the same 
norms, standards and specifications throughout the 
entire organization

0,70

26 In the corporation that I work for, the business units 
should be closely monitored by corporate headquarters 0,47

31 In the corporation that I work for, norms and values 
should be similar 0,75

27
In the corporation that I work for, corporate 
headquarters should give strict targets to the business 
units

0,50

28
In the corporation that I work for, the role of corporate 
headquarters should be to determine the strategic 
direction of its business units

0,74

32 In the corporation that I work for, people should have the 
same view on strategy 0,56

Factor 
name

Power 
concentra-

tion

Institutional 
control

Top-down 
leadership

 
 

The main factor in Self-organization groups around business unit freedom, while two items 

congregate around business unit involvement in organizational processes. This is congruent 

with the issue of collaboration of businesses, and relative autonomy of decision-making in 

corporate management to avoid the downsides of top-down management. 
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Table 5.6 Rotated component factor matrix Self-organization 

Nr Statement Factor 9 Factor 10

34
The success of the corporation that I work for depends 
on the ability of each business unit to operate 
successfully stand-alone

0,51

35
Using the same rules, standards and specifications 
throughout the entire corporation will lead to too much 
bureaucracy

0,65

36
In the corporation that I work for, coordination between 
business units by corporate headquarters leads to 
more inefficiency rather than efficiency

0,72

38 In the corporation that I work for, headquarters should 
only allocate capital and not more 0,70

41
In the corporation that I work for, decisions should first 
be taken by the business units jointly and then by 
corporate headquarters

0,56

33 The corporation that I work for should be managed by 
strong bottom-up involvement 0,71

39
In the corporation that I work for, business units should 
be actively involved in the strategy process of the 
corporation

0,85

Factor 
name

SBU 
freedom

SBU 
involve-

ment  
 

Generally, the minimum Cronbach’s alpha set for these types of exploratory questionnaires is 

0.6 (Robinson et al., 1991; De Heus et al., 1995; Hair et al., 2006). With the items left, 

reliability is very satisfactory for the first four constructs, with a Cronbach’s alpha that ranges 

between 0.61 and 0.77. In table 7, descriptive statistics are provided for these factors. Again, 

scores are normally distributed, with the exception of the factor ‘external responsiveness’, 

with scores more centered around the mean: 
 

Table 5.7 Dependent variables and factors 
 Factor Nr of items Mean SD Skewness Kurtosis
Synergy 3,4 0,43 -0,048 -0,158
Cronbach α = 0,62 Internal synergies 4 4,1 0,60 -0,471 -0,231

Relatedness 3 2,5 0,84 0,383 -0,408
Independence 2,8 0,6 0,386 0,232
Cronbach α = 0,77 Internal responsiveness 6 2,5 0,74 0,395 -0,205

Parent costs 3 2,5 0,74 0,491 0,219
External responsiveness 2 4,3 0,68 -1,378 2,940

Authority 3,5 0,51 -0,286 0,329
Cronbach α = 0,61 Power concentration 2 2,8 0,85 0,093 -0,295

Institutional control 3 3,7 0,70 -0,441 0,313
Top-down leadership 3 3,7 0,73 -0,469 0,006

Self-organization 3 0,48 0,223 0,02
Cronbach α = 0,65 Business unit freedom 5 2,6 0,70 0,372 0,167

Business unit involvement 2 4,1 0,69 -0,767 0,825  
 

In order to arrive at a single score for corporate alignment and corporate control, correlations 

were measured between the four constructs (table 8).  Synergy and independence were 

significantly negatively correlated (-0.29, p < 0,01), meaning that when a manager thinks 

 86



Where You Sit is Where You Stand 

about corporate alignment and favors synergy, he will disfavor independence, or the other 

way around, favoring independence between businesses and disfavoring synergies in the 

corporation. This was also the case with authority and self-organization (-0.44, p < 0,01). 

These correlations gave ground to combine scores on synergy and independence into beliefs 

on corporate alignment, while authority and self-organization were combined into corporate 

control. To do so, the scores of independence were inverted to arrive at their score on a 10-

point corporate alignment scale. In other words, ‘totally agree’ with a synergy-statement 

would be a ‘5’ on the alignment-scale, while ‘totally agree’ with an independence-statement 

would become a ‘1’ on the alignment scale. The same conversion was conducted for scores 

on self-organization in corporate control. Table 7 also shows a correlation between the two 

issues alignment and management. Even though correlation is high, the issues still remained 

separated in order to conduct further analysis. Scores are distributed normally, while spread as 

indicated by the standard deviations reveals that cognitive diversity on corporate-level 

strategy exists among managers, both on alignment as on management. On average, 

participants prefer a higher level of corporate alignment and corporate control. 
 

Table 5.8 Bivariate relations between dependent variables 

 
 Mean SD
Synergy 3,6 0,53
Independence 2,5 0,63 -0,286 **
Authority 3,4 0,53 0,394 ** -0,316 **
Selforganization 2,9 0,58 -0,200 ** 0,652 ** -0,443 **
Corp. Alignment 6,8 0,94 0,761 ** -0,837 ** 0,434 ** -0,550 **
Corp. Control 6,5 0,95 0,343 ** -0,580 ** 0,829 ** -0,866 ** 0,583 **

Synergy Independence Authority Self-organization
Corporate 
Alignment

 
 
5.5.2 Independent variables 
In the research, a wide range of observable individual characteristics are included as 

independent variables, defined and measured as follows: 
 

Table 5.9 Measurement of independent variables 

Independent variable Definition Measurement
Gender Male or female 0 or 1
Age Year of birth Continuous
Origin Country of origin

Functional experience Years since start in current functional area <1, 1-3, 4-9, 10-19, 20-29, 30-39, >40
(Work experience) Years since start of first full-time job <1, 1-3, 4-9, 10-19, 20-29, 30-39, >40
(Management experience) Years since start of first management position <1, 1-3, 4-9, 10-19, 20-29, 30-39, >40
(Organizational tenure) Years since start in current organization <1, 1-3, 4-9, 10-19, 20-29, 30-39
(Divisional experience) Years since start in current division <1, 1-3, 4-9, 10-19, 20-29, 30-39
Study Study area Economics, Business, Engineering, Law, Other
Firm Employer at corporate level Firm 1 to 5
Functional area Current function

Managerial level 1 to 4

Corporate position Headquarter position or business position 0 or 1

General mgt & strategy, Finance, Marketing & sales, 
Logistics & operations, R&D, Other

North-European, South-European, Anglo-Saxon, North-
American, Rest of world

Board member, SBU / country head, department 
manager, functional manager
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Positional variables 

 Functional Area. This variable will be closely linked to the Organizational level 

variable, as 1/3 of the participants are general managers (mostly business unit managers). 

Yet, within the genuine functional areas in the other data ample variety exists, even 

though the sales department makes up a large portion of the data set. The large portion of 

the sales function is not related to an organization having more than other sales people in 

the sample than other organization (albeit, in the data set, one organization largely existed 

of a customer service division). 
 

Table 5.10 Functional area 

Functional Area Frequency % 
General Management 102 29,1
Finance 21 6,0
HRM 8 2,3
Information Management 11 3,1
Marketing 18 5,1
Operations/logistics 23 6,6
Procurement 3 0,9
R&D 11 3,1
Sales 62 17,7
Strategy 5 1,4
Other Staff Function 43 12,3
Other 43 12,3
Total 350 100
 

In order to decrease the number of variables, these functional areas were subsequently 

clustered as follows, reflecting both similarity and distinctiveness: 

 
Table 5.11 Functional area clusters 

Functional Area Frequency %
General Management & Strategy 107 30,6%
Finance 21 6,0%
Marketing & Sales 80 22,9%
Operations & Logistics 26 7,4%
R&D 11 3,1%
Other 105 30,0%
Total 350 100,0%  
 

 Corporate Position.  In the total data set, the distribution of headquarter managers (93) 

vs. managers at the divisions (257) is about 1:3, which seems representative for the 

organizations in the research but also in general. However, it is not equally distributed per 

organization: some of the organizations have no HQ-managers among the participants. 

Nevertheless, at least one organization can serve as a control organization for 

organization 1.   
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 Managerial Level. The hierarchical positions of each participant had to be double 

checked, as participants tended to over-rate themselves (various functional managers 

called themselves Chief Executive Officers), probably due to miscomprehension of 

wording. In the consistency checks these particular participants got extra attention. The 

researcher, together with an independent colleague, went through each individual position 

in function and organizational structure. This also ensured comparability between the five 

organizations in the sample, in which again wording plays a role: a division head in one 

organization can be called business manager in the other. A rule was devised to ensure 

compatibility, congruent with the approach used by Hitt and Tyler (1991): the number of 

hierarchical levels onto the corporate Board above the participant’s level gave the 

organizational level of each participant. In the sample, division heads were considered to 

be at the Board level. Thus, a division or regional head is 0 hierarchical levels away from 

the board, a business unit or country manager one level, a department head two levels, 

and a functional or rayon manager three levels. As such, the sample shows a variety on 

four organizational levels: 5 Board members or division heads, 57 business unit- or 

country heads, 203 department managers and 85 functional managers. An over-

representation of department managers might be the case (58%). However, it does show a 

representative sample with regard to the relative number of business heads (balance of 1 

business head to 4 department managers).  

 

Control variables 

 Gender. Perhaps reflecting an apparent glass ceiling for female managers in these 

organizations, 46 participants are women (13%) and 304 are men (87%). 

 Age. Years of birth range from 1940 to 1981, with a mean of 1961. Age is distributed 

over different decennia as follows: 
Table 5.12 Age 

 Birthyear Frequency %
1940-1949 29 8,3
1950-1959 91 26,0
1960-1969 178 50,9
1970-1981 52 14,9
Total 350 100
 

 Country of Origin. Participants come from a range of different countries. Even though 

40% of the sample are Dutch, enough variety exists to include this variable in the 

analysis: 
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Table 5.13 Country of Origin 

Region Frequency % 
Germany/Aus/Swit 14 4,0 
Belgium 64 18,3 
UK/Ireland 40 11,4 
Netherlands 148 42,3 
France 9 2,6 
Spain/Portugal 8 2,3 
Italy 9 2,6 
Scandinavia 7 2,0 
Eastern Europe 8 2,3 
Asia 5 1,4 
USA/Canada 26 7,4 
Australia/NZ 7 2,0 
South America 5 1,4 
Total 350 100 
 

From a review of different empirical studies using attitudinal data to cluster countries, Ronen 

and Shenkar (1985) present a synthesis of country cultures along language, history and 

religion dimensions. Schneider and DeMeyer (1991) adopt this clustering into their research 

on cultural differences in the interpretation and response to strategic issues. Building on these 

studies, the countries above are clustered into 4 groups along similar cultural dimensions: 

North-European, South-European, Anglo-Saxon, North-American. The other countries are 

clustered into a reference residual group. 
 

Table 5.14 County of Origin Clusters 

Cluster Countries Frequency %
North-European NL, DE, AT, CH, Scan, East Eur 177 50,6%
South-European FR, BE, IT, ES, PT 90 25,7%
Anglo-Saxon UK, IE 40 11,4%
North-American US, CA 26 7,4%
Rest of the world AU, NZ, Asia, South-America 17 4,9%
Total 350 100  
 

 Study Area.  As managers, most of the study backgrounds of the participants are in 

Economics (114) and Business Studies (81). Also largely represented are Engineering 

(48) and Law (49). Other studies include Natural Science, Computer Science, 

Mathematics and Social Science.  
 Experience in functional area. Experience levels in the current functional area are also 

diverse, distributed normally. Mean functional area experience is 8 yrs. Other experience 

levels were equally diverse (see appendix B).  
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5.6 MULTIVARIATE ANALYSIS: METHOD 

The key question posed in this research is to what extent the corporate-level strategy beliefs 

that managers have are associated with their organizational positions. To be able to answer 

this question, multivariate analysis of variance (MANOVA), also referred to as the general 

linear model (GLM), was used to examine the overall association among manager’s 

functional area’s, hierarchical level and corporate position, and their beliefs on corporate 

alignment and corporate management. Control variables are gender, age, country of origin, 

study area, functional experience and the firm. The adoption of the general linear model as 

most appropriate statistical analysis model is grounded in several reasons. 

As opposed to multiple regression analysis, MANOVA is able to assess the variance 

among groups in association with more than one dependent variable simultaneously. This not 

only makes the presentation of analysis results more surveyable, but more importantly, it 

“optimally combines the multiple dependent measures into a single value that maximizes the 

differences across groups” (Hair et al., 2006). By doing so, it controls ‘chance-based Type I 

errors’ that arise when making a series of tests of group means on several dependent 

measures, and the dependent variables together may show a pattern of consistency to test 

hypotheses that arises with statistical significance from multivariate analysis that would not 

arise from individual analyses, thus reducing Type II errors (Garg et al., 2003). 

                                       

 
5.7 CONCLUSION 

In this chapter the data was introduced, showing its distinctiveness in terms of the 

accessibility to a large sample of senior managers and the large range of managerial 

characteristics measured. A description of the analyses conducted to arrive at a consistent and 

reliable data set for further analysis, as well as the method of the multivariate analysis, was 

presented. The next chapter will present the results of the analysis, in order to arrive at 

conclusions on the relationship between corporate-level strategy beliefs and organizational 

positions, controlled for the most important background characteristics. 
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CHAPTER 6: 

RESULTS 

 

6.1 INTRODUCTION 

Aim of the statistical analysis presented in this chapter is to assess the value of the following 

research hypotheses, which were presented in chapter 4: 

Hypothesis 1/2: A manager’s belief on corporate alignment / corporate management is related 

to his/her functional area 

Hypothesis 3/4: Managers positioned at corporate headquarters will attribute a higher value 

to corporate alignment / corporate management than other managers will 

Hypothesis 5/6: Higher-level managers will attribute a higher value to corporate alignment / 

corporate management than lower-level managers will 

In chapter 5, five factors were found as attributes of corporate alignment (Internal 

synergies, Relatedness, Internal responsiveness, Parent costs and External responsiveness). 

For corporate management beliefs also five factors were found (Concentration of power, 

Institutional control, Top-down leadership, SBU freedom and SBU involvement). An analysis 

of differences across organizational positions with regard to these elements provides a more 

in-depth view on the phenomenon. As these ten factors even represent ten dependent 

variables, the MANOVA-method of statistical analysis is again particularly suitable. The 

structure of this chapter is graphically depicted in figure 1. 

 
Figure 6.1 Structure of analysis 
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In the next section, first the multivariate results will be presented. When no significant 

relationship between a specific organizational position and a corporate-level strategy belief is 

found, this provides ground to reject any of the research hypotheses on this relationship. 

Simultaneously, the results on the control variables are presented. The univariate results and 

parameters, from which the direction of the association can be assessed, provide the necessary 

ground to accept any of the remaining hypotheses. In paragraph 6.3 the results of the 
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MANOVA-test on the ten belief factors will provide ground for a more in-depth discussion of 

the significant relationships. The most important results are provided here, while the 

supporting analyses can be found in the Appendix.  

 

6.2 MULTIVARIATE RESULTS 

Each of the five models and the F-values are presented in table 1. The F-statistic assesses the 

null hypothesis that means among groups are equal, in which the two dependent variables 

(corporate alignment and corporate management) are combined. Wilks’ lambda reports the 

ratio of group variance in relation to the group variance. The Box’s M test shows not much 

concern for heteroscedasticity (sig. = 0.055, homogeneity of variance – covariance matrices at 

the 0.05 level, as suggested by Hair et al. (2006)). Whereas the univariate results provide 

information on those variables specifically influencing corporate alignment and corporate 

management, the multivariate analysis provides information on the two variables 

simultaneously. 
 

Table 6.1 Equality of Group Means: multivariate analysis 

Gender 0,543 0,623 0,420 0,467 0,086
Age 0,019 0,388 1,061 0,798 0,953
Origin 2,440 ** 2,966 *** 2,406 ** 2,600 *** 2,205 **
Functional Experience 1,859 2,032 1,825 1,863
Study 1,733 1,729 1,838 * 1,996 *
Firm 6,611 *** 6,860 *** 5,673 ***
Function 1,508 1,609
Managerial Level 2,387 *
Corporate Position 3,395 **
* p<0,1; ** p<0,05; *** p<0,01
F-statistics are reported based on Wilks' lambda

3+            
Function

4+Mgr level & 
Corp.position

Model 4 Model 5

Demography
2+            

Firm

Model 1 Model 3Model 2
1+      

Background

 

  

From the organizational positions, managerial level (F = 2.87, p <0.1; sig. = 0.093) and 

corporate positions (F = 3.395, p < 0.05; sig. = 0.035) of managers in the sample show 

significant differences in corporate-level strategy beliefs in general. These beliefs are 

apparently not different across functional areas. However, the hypotheses on the relationship 

between functional area and corporate-level strategy beliefs are not yet completely discarded, 

both because of the apparent value in other research and its close to significance level in this 

analysis (F = 1.609, p = 0.100). The firm that a manager works for explains most of the 

variance (F = 5.673, p < 0.01; sig. = 0.000), with country of origin also being an important 

explanatory variable (F = 2.205, p < 0.05; sig. = 0.025). Furthermore, study area shows some 

significant differences among groups (F = 1.996, p < 0.1; sig. = 0.064). However, gender, age 

and functional experience do not show any significant differences in this multivariate 
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analysis. In other words, in this research beliefs on corporate-level strategy in general appear 

not to differ across gender, age and functional experience.  

Note that the MANOVA-test enables the rejection of the null hypothesis that group means 

are all equal, but does not pinpoint where significant differences lie among more than two 

groups within an independent variable (Hair et al., 2006). A significant difference among 

groups in the categorical variables (e.g. origin, study area, firm, functional area, corporate 

position) only shows that at least one significant difference is present between a pair of 

groups. In order to assess these differences, univariate tests for each pair could be presented 

(adjusting alpha-level by Bonferroni inequality (Hair et al., 2006)). As it is out of the scope of 

this research to assess which groups differ from which groups within the control variables 

origin, study area and firms, the discussion in this chapter does not focus on any pair-wise 

differences.  

 

6.3 UNIVARIATE RESULTS ON HYPOTHESES 

The analysis was conducted in five steps in which each time a (set of) independent variable(s) 

was added to the model, in order to assess the change in model fit in terms of significance and 

proportion of variance explained in the univariate analysis. In order to determine whether the 

mean differences in independent variables follow the same pattern for each of the two 

dependent variables, the results of univariate tests are provided on the next page, including 

parameters (B) on the direction of group differences. This parameter shows to what extent the 

difference of this group with any other group(s) within the same independent variable 

explains the variance in the dependent variable and thus forms the real test for the hypotheses. 

In terms of model fit, the final models for both corporate alignment and corporate 

management with all independent variables included are both significant (F = 2.980 and 

2.864, p < 0.01). In the final model, model 5, 16% and 15.5% of variance for both issues can 

be explained. This is very much comparable to or higher than other research into determinants 

of executive beliefs. For example, Chattopadhay et al. (1999), predicted between 6% and 13% 

of the variance in managerial beliefs with the influence of functional background and peer’s 

beliefs, while Markoczy’s regression model (1997) on determinants of beliefs on strategic 

change, such as nationality, managerial level and functional background had an R2 between 

0.02 and 0.22. Recently, Musteen et al. (2006) regressed a model including tenure, age, 

functional background and gender, with the moderating effect of positional tenure with an R2 

of 0.17. 

 



 

Table 6.2 Univariate analysis Corporate Alignment 

Corporate Alignment

Gender -0,139 -0,150 -0,111 -0,121 -0,047
Age 0,001 0,004 0,010 0,009 0,010
Origin North-European 0,380 * 0,374 * 0,368 * 0,415 * 0,390 *

South-European 0,532 ** 0,542 ** 0,485 ** 0,545 ** 0,511 **
Anglo-Saxon 0,594 ** 0,681 *** 0,651 *** 0,682 *** 0,610 **
North-American 0,101 0,122 0,106 0,142 0,107

Functional Experience -0,052 -0,048 -0,040 -0,043
Study Economics & Business 0,231 * 0,229 * 0,222 0,245 *

Law 0,136 0,209 0,216 0,251
Engineering 0,133 -0,076 -0,081 -0,074

Firm Firm 1 -0,309 * -0,376 ** -0,513 ***
Firm 2 -0,346 -0,434 * -0,469 **
Firm 3 0,673 *** 0,599 ** 0,628 ***
Firm 4 -0,684 *** -0,775 *** -0,920 ***

Function General Mgt & Strategy 0,054 0,195
Finance 0,107 0,182
Marketing & Sales -0,138 0,017
Logistics & Operations 0,089 0,091
Research & Development -0,271 -0,251

Managerial Level -0,020
Corporate Position -0,334 ***

Model F 1,944 * 1,601 3, 609 *** 2,863 *** 2,980 ***
R2 0,033 0,045 0,131 0,142 0,160
Adjusted R2

0,016 0,017 0,095 0,092 0,103
* p<0,1; ** p<0,05; *** p<0,01; parameters of other origins, studies and functions set to 0 for redundancy

Demography
2+            

Firm

Model 1 Model 3Model 2
1+      

Background
3+            

Function
4+Mgr level & 
Corp.position

Model 4 Model 5

 

 



 

 

Corporate Management

Gender -0,130 -0,137 -0,124 -0,130 -0,061
Age 0,001 0,007 0,004 0,006 0,006
Origin North-European -0,085 -0,103 -0,029 -0,007 -0,018

South-European 0,053 0,071 0,049 0,082 0,061
Anglo-Saxon 0,244 0,389 0,347 0,346 0,275
North-American -0,544 * -0,525 * -0,507 * -0,519 * -0,503 *

Functional Experience -0,083 * -0,086 ** -0,086 * -0,086 **
Study Economics & Business 0,378 ** 0,334 ** 0,349 ** 0,369 **

Law 0,130 0,119 0,126 0,165
Engineering 0,055 0,100 0,124 0,121

Firm Firm 1 0,286 0,304 0,026
Firm 2 0,066 0,058 -0,200
Firm 3 0,381 0,332 0,373
Firm 4 -0,441 * -0,476 * -0,739 ***

Function General Mgt & Strategy -0,215 -0,126
Finance -0,231 -0,148
Marketing & Sales -0,189 -0,012
Logistics & Operations 0,121 0,149
Research & Development -0,698 ** -0,698 **

Managerial Level -0,194 *
Corporate Position -0,240 *

Model F 2, 083 * 2,550 ** 2,926 *** 2,684 *** 2,864 ***
R2 0,035 0,070 0,109 0,134 0,155
Adjusted R2

0,016 0,043 0,072 0,084 0,101
* p<0,1; ** p<0,05; *** p<0,01; parameters of other origins, studies and functions set to 0 for redundancy

3+            
Function

4+Mgr level & 
Corp.position

Model 4 Model 5

Demography
2+            

Firm

Model 1 Model 3Model 2
1+      

Background

Table 6.3 Univariate analysis Corporate Management 
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2 2 When regarding the addition of variables in each of the five models, R and adjusted R

increased with every step, sometimes slightly, but mostly the increase was relatively high: for 

instance, when the firm was added R2 changed considerably (model 3). In model 4 and 5, in 

which with each model the positional variables were added, R2 increased with 22% and 42% 

for corporate alignment and management respectively. With the results from the univariate 

analysis, the relationship between individual positional variables (functional area, corporate 

position and managerial level) is assessed in the next section. A more thorough understanding 

of the relationships between positional and other managerial characteristics and corporate-

level strategy beliefs is not only derived from the relationships that appear to exist with these 

factors, but also from those areas where a relationship is not suggested. 

 
6.3.1 Positional characteristics and beliefs on corporate-level strategy 
Hypotheses 1 states that managers’ beliefs on corporate alignment are related to their 

functional area. This cannot be supported, as no significant relation is found. However, a 

weak association with variance is revealed for one functional area, R&D, and corporate 

management (B = -0.698, p<0.05; sig = 0.017). Overall, hypothesis 1 and 2 are not supported, 

implying that managers functional areas are no antecedents of their corporate-level strategy 

beliefs. 

With regard to corporate position, a significant association is confirmed with managers’ 

belief on corporate alignment (B = -0.334, p<0.05; sig. = 0.01).  Hypotheses 3 proposes that 

HQ managers would rate corporate alignment higher than business managers. As corporate 

position was measured as a binary variable, where HQ managers were scored as ‘0’ and 

business managers ‘1’, the negative coefficient supports this hypothesis. A relationship 

between corporate positions and beliefs on corporate management is also confirmed  

(B = 0.240, p<0.10; sig. = 0.092).  Hypothesis 4 is also accepted. Conclusion from this 

research is that beliefs on both corporate alignment and corporate management differ between 

managers at Headquarters and managers at business units. 

Relationships between managerial level and corporate alignment or corporate 

management are diametrical. With regard to corporate alignment, Hypothesis 5 is not 

accepted (B = -0.020; sig. = 0.831). However, hypothesis 6 is accepted because a significant 

difference, with the proposed direction across levels, is supported (B = -0.194, p < 0.1; sig. = 

0.55). As the highest managerial level (board member) was given a ‘1’ score, and the lowest 

level (functional manager) a ‘4’, conclusion is that the lower the level of a manager, the less 

he believes in corporate management. In other words, managers across levels agree on the 

corporate alignment, but disagree on corporate management. 

Overall, the following can be concluded with regard to the hypotheses on organizational 

positions as antecedents of beliefs on corporate-level strategy, when controlled for 

 98



Where You Sit is Where You Stand 
 

background antecedents: the functional areas of managers are not associated with different 

beliefs, managerial levels are associated with different beliefs on corporate management but 

not on corporate alignment, while the corporate positions of managers are associated with 

different beliefs on both corporate alignment and management. These effects are also 

significant in their direction, e.g. the higher the level of the manager, the higher value he 

attributes to corporate management, and managers at HQ scored higher on both alignment and 

management. More knowledge on these associations is gained from analyzing different group 

means on the factors underlying the dependent variable, which will be discussed in section 

6.3, before discussing these results in the light of other research and future implications in 

chapter 7. First, the results on the control variables are discussed further.  

 
6.3.2 Background characteristics and beliefs on corporate-level strategy 
In this research, besides the positional characteristics of managers, two other types of 

characteristics are proposed as antecedents of beliefs on corporate-level strategy, dealing with 

the background of managers as opposed to their current status. Demography-based data, such 

as gender, age and country of origin, and experience-based data such as functional experience 

and study area, were used as control variables for the main effect of positional variables. Even 

though these are not the focus of the research, results on these control variables are interesting 

with concern to explaining variance in corporate-level strategy beliefs, as well as for former 

and future research. The latter will be discussed in the next chapter. 

The first notable variable of significance is country of origin. With regard to beliefs on 

corporate alignment, significant differences were found with at least one other group of 

countries for managers from Northern-Europe (B=0.390, p < 0.1; sig. = 0.070), Southern-

Europe (B = 0.511, p < 0.05; sig. = 0.023) and the Anglo Saxon countries (B = 0.610, p < 

0.05; 0.014), all higher on the level of corporate alignment With regard to corporate 

management, a significant association was only found for the North-American origins (B = - 

0.503, p < 0.1; sig. = 0.082). North-Americans score significantly lower than at least one 

other group of countries on the level of corporate control. Alternative clusters of countries 

were also analyzed on their effect on corporate-level strategy beliefs, but these were not 

theoretically valid and also decreased the explanatory value of the models. 

Business / economics as a study area also encompasses differences with at least one other 

study area, both for corporate alignment (B = 0.245, p < 0,1; sig. = 0.07) and corporate 

management (B = 0.369, p < 0.05; sig. = 0.014). Thus, also the area that managers have 

studied as tertiary education is an antecedent of their corporate-level strategy belief. The 

experience that they have gained within their function is only a significant explanatory 

variable for corporate management (B = -0.086, p < 0.1, sig. = 0.054). The more experience a 

manager has in his functional area, the lower the desired level of corporate control. 
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This result on experience, when combined with the result on age (as proxy for (work) 

experience) that shows age not to be of significant value, is surprising. The amount of 

experience appears not to be an antecedent of beliefs on corporate-level strategy. To 

substantiate this argument further, additional analyses were conducted. Regression analysis 

was conducted using work experience as independent variable whilst excluding age, but this 

also did not reveal any significant relationships with corporate-level strategy beliefs (see 

appendix E). Simultaneously, several separate regression models were estimated using other 

experience types, such as organizational tenure, management experience and divisional 

experience, using the combinatorial approach to regression analysis (see appendix F). Only 

divisional experience revealed some significant relationship, in this case with control.  

The firm that a manager works for, at least for corporate alignment, shows the most 

group differences, for all firms in the sample (firm 1: B = -0.513, p < 0.01; sig. = 0.008, 

firm 2: B = -0.469, p < 0.1; sig. = 0.071, firm 3: B = 0.628, p < 0.01; sig. = 0.007, firm 4: 

B = -0.920, p < 0.01; sig. = 0.000).  On corporate management, effects are less substantial but 

still highly significant (firm 4: B = -0.739, p < 0.01; sig. = 0.008). Furthermore, change in 

(adjusted) R2 is the largest from model 2 to model 3, in which the firm was added as 

independent variable. 

Summarizing these results, the following effects of individual characteristics of managers on 

beliefs on the level of corporate alignment and control were found: 
 

Table 6.4 Association of characteristics and beliefs on corporate-level strategy 

Variable Alignment Control
Gender No No
Age No No
Origin Yes Yes
Functional Experience No Yes
Study Yes Yes
Firm Yes Yes
Functional Area No No
Managerial Level No Yes
Corporate Position Yes Yes

In the former chapter, 10 factors underlying the issues of corporate alignment and corporate 

management were defined: (1) Internal synergies and (2) Relatedness (synergy), (3) Internal 

responsiveness, (4) Parent costs and (5) External responsiveness (independence), 

(6) Power concentration, (7) Institutional control and (8) Top-down leadership (authority), 

and (9) Business unit freedom and (10) Business unit involvement (self-organization). The 

univariate analyses of the effect of the independent variables on these factors are provided on 

the next pages, in which the results for Model 5 are presented. 

 
6.4 RESULTS ON BELIEF FACTORS 

 



 

Table 6.5 Univariate results Corporate Alignment factors 

Corporate Alignment Factors

Gender -0,081 0,013 -0,015 -0,042 0,126
Age 0,004 0,012 * -0,001 -0,007 0,004
Origin North-European -0,039 0,087 -0,398 ** -0,331 * -0,422 **

South-European -0,003 0,246 -0,530 *** -0,414 ** -0,061
Anglo-Saxon 0,077 0,127 -0,760 *** -0,199 -0,278
North-American -0,040 0,153 -0,111 0,095 -0,185

Functional Experience 0,004 -0,033 0,030 0,021 0,028
Study Economics & Business 0,075 -0,018 -0,191 -0,303 ** -0,098

Law 0,075 -0,060 -0,269 ** -0,247 * -0,102
Engineering -0,091 -0,056 0,096 0,024 -0,288 *

Firm Firm 1 -0,307 ** -0,192 0,118 0,329 ** 0,604 ***
Firm 2 -0,291 0,010 0,337 0,130 0,516 ***
Firm 3 0,295 * 0,560 ** -0,424 ** -0,287 0,464 ***
Firm 4 -0,363 ** -0,498 ** 0,468 ** 0,384 * 0,830 ***

Function General Mgt & Strategy 0,158 0,224 * -0,023 -0,090 0,071
Finance 0,156 0,062 -0,156 -0,129 0,232
Marketing & Sales 0,131 -0,047 0,017 -0,030 0,121
Logistics & Operations -0,041 0,167 0,007 -0,100 -0,166
Research & Development -0,140 0,177 0,413 * 0,028 0,025

Managerial Level 0,061 -0,001 0,140 * -0,073 0,015
Corporate Position -0,240 ** -0,010 0,205 * 0,277 ** 0,093

Model F 1,518 * 1,667 ** 2,752 *** 2,134 *** 3,963 ***
R2 0,089 0,096 0,150 0,120 0,202
Adjusted R2

0,030 0,039 0,095 0,064 0,151
* p<0,1; ** p<0,05; *** p<0,01; parameters of other origins, studies and functions set to 0 for redundancy

Parent Costs External 
responsive-

ness

Internal 
synergies

Relatedness Internal 
responsive-

ness
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Corporate Management Factors

Gender -0,201 0,019 0,096 0,031 0,082
Age 0,009 0,012 * 0,002 -0,003 0,011 *
Origin North-European -0,079 -0,112 -0,110 -0,091 -0,048

South-European -0,048 -0,085 0,047 -0,143 0,068
Anglo-Saxon 0,298 -0,011 -0,099 -0,276 -0,114
North-American -0,138 -0,285 -0,382 * 0,260 0,159

Functional Experience -0,064 -0,037 0,011 0,063 * 0,058 *
Study Economics & Business 0,135 0,180 0,145 -0,327 *** 0,048

Law -0,014 0,069 -0,133 -0,270 ** 0,003
Engineering 0,140 0,018 0,116 -0,021 -0,061

Firm Firm 1 0,618 *** -0,219 -0,060 0,142 -0,249
Firm 2 0,156 -0,245 -0,167 0,257 -0,304
Firm 3 0,211 -0,087 0,184 -0,368 * -0,116
Firm 4 -0,226 -0,436 ** -0,633 *** 0,342 * 0,117

Function General Mgt & Strategy -0,224 * -0,024 0,041 0,020 0,233 **
Finance -0,154 -0,082 -0,150 -0,051 0,225
Marketing & Sales -0,155 -0,108 0,061 -0,079 0,068
Logistics & Operations -0,008 -0,142 0,064 -0,204 -0,092
Research & Development -0,286 -0,552 ** -0,470 ** 0,317 0,105

Managerial Level -0,062 -0,075 -0,011 0,192 ** 0,039
Corporate Position -0,055 -0,071 -0,199 * 0,184 * -0,017

Model F 3,330 *** 1,043 2,172 *** 2,391 *** 1,557 *
R2 0,176 0,063 0,122 0,133 0,091
Adjusted R2

0,123 0,003 0,066 0,077 0,032
* p<0,1; ** p<0,05; *** p<0,01; parameters of other origins, studies and functions set to 0 for redundancy

Business unit 
freedom

Business unit 
involvement

Power 
concentra-

tion

Institutional 
control

Top-down 
leadership
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Model fit for all ten factors is satisfactory, ranging from F-values of 1,518 (internal synergies) 

to 3,330 (power concentration) and explanatory variance ranging from 9% to 20%, except the 

factor ‘institutional control’ that was not significant in relation to the independent variables. 

Results for the latter are discarded from further discussion. What becomes clear at first sight 

is that some factors attribute more explanatory variance than others. Furthermore, results from 

this factor-level analysis correspond with the issue-level analysis discussed in the former 

section, albeit with some notable exceptions. These outcomes shed more light on the 

hypotheses on positional variables and their esteemed effect on beliefs on corporate-level 

strategy, but also on the effect of managerial backgrounds on these beliefs. 

 
6.4.1 Differences across corporate positions 
Table 5 shows corporate position relating to three factors of beliefs on corporate alignment. 

First, a clear relationship is established with factor 1, ‘internal synergies’ 

(B = -0.240, p < 0.05; sig. = 0.011), but not with factor 2 (‘relatedness’). Also within 

corporate alignment, a relationship comes to the fore between corporate positions and 

‘internal responsiveness’ (B = 0.205, p < 0.1; sig. = 0.064), as well as ‘parent costs’ 

(B = 0.277, p < 0.05; sig. = 0.014), but not with factor 5 (external responsiveness). It was 

expected that if managers would positively rate statements concerning synergy, they would 

negatively rate statements concerning independence. The sign of the parameter (B being 

either positive or negative) therefore confirms the theoretical framework of the test, which 

was developed around two detrimental constructs of, in this case, corporate alignment (e.g. 

‘synergy’ vs. ‘independence’).  

These results indicate that managers at corporate headquarters embrace synergy, but tend 

to neglect potentially negative aspects with concern to internal responsiveness and parent 

costs (note that scores were inverted to arrive at the total score for corporate alignment, hence 

this conclusion from the positive sign of the independence factor parameters). Otherwise, 

managers at the business units believe less in synergy, advocating the loss of internal 

responsiveness and the emergence of parent costs. Another conclusion from these results is 

that when concerning corporate alignment, differences between headquarters and businesses 

concern the internal effects, not the external effects (relatedness in terms of markets and 

responsiveness to these markets). 

Corporate position loads on two factors of corporate management beliefs. Headquarters 

and business level managers disagree on ‘top-down leadership’ (B = -0.199, p < 0.1; sig. =  

0.076) and on ‘business unit freedom’ (B = 0.184, p < 0.1; sig. = 0.083). With regard to top-

down leadership, managers at the business level tend to, for instance, oppose strict targets set 

by HQ or large interference of corporate HQ in their business strategy. This also comes 

forward in their embrace of business unit freedom, arguing for the importance of internal 
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efficiency and a marginal strategic role of HQ – for instance merely in allocation of financial 

resources. These significant findings, with the fact that corporate position do not significantly 

differ on factors such as the division of power, internal alignment of standards and norms or 

business involvement, could indicate managers across corporate positions on corporate 

management do not necessarily oppose one another in terms of the need for managerial 

processes between the HQ level and the business level, but tend to disagree around the effects. 

 

6.4.2 Differences across managerial levels 
Even though different managerial levels are not associated with significant differences on the 

issue of corporate alignment, providing ground for rejecting hypothesis 5, differences on one 

of its factors do come to the fore in this analysis. A small portion of variance is explained by 

one of the factors underlying independence, as managerial level shows a significant 

association with the factor ‘internal responsiveness’ (B = 0.140, p < 0.1; sig. = 0.076). Results 

indicate that the lower the management level, the higher managers at that level value internal 

responsiveness (note the levels were scored with CEO level being 1 and functional managers 

as 4). Again, just as for corporate positions, differences focus on the internal organization 

reasons brought up against corporate alignment. 

An equal internally-focused standpoint centers around the factor business unit freedom, in 

which the lower the managers’ rank, the higher they rate relative freedom of action for the 

businesses  - or, the other way around, the higher the managers’ rank, the lower they rate this 

need for freedom (B = 0.192, p < 0.05, sig. = 0.012). In other words, the lower into the 

organization, the more opposition can be expected with regard to managerial processes that 

are aimed at capturing corporate synergies and eventually increase value for the corporation 

as a whole. This difference is even more significant than the difference of beliefs on this 

theme across corporate positions. 

It is important to note that even though the hypothesis on differences between managerial 

levels with regard to beliefs on corporate management was accepted, these differences 

actually stem from only one factor, concerning the amount of autonomy that is provided to 

the businesses with regard to corporate managerial processes. Again, no differences were 

found across managerial levels on other aspects regarding the need for these processes, but 

foremost on the effects. To summarize the findings on managerial level and its effect on 

beliefs on corporate-level strategy, the following can be digested: managers across levels 

agree on the need for corporate alignment, recognizing the importance of value creation for 

the corporation as a whole, but disagree on the way this value creation should be managed – 

especially if it limits business autonomy. 
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6.4.3 Differences across functional areas 
In contrast to the differences across corporate positions and managerial levels, beliefs on 

corporate-level strategy across functional areas are relatively homogeneous, for both 

corporate alignment as well as corporate management, with the exception of a few areas. 

Even though the functional area ‘general management and strategy’ does not associate 

with divergence of beliefs on the issue of corporate alignment, a difference of some 

significance does come forward at the factor-level, in this case with the items around 

‘relatedness’ (B = 0.224, p < 0.1, sig. = 0.094). Thus, when concerning corporate growth, 

general managers prefer their company to acquire other firms that are related in terms of 

competences, activities and markets. Furthermore, even though R&D managers do not differ 

from another functional area on their beliefs on corporate alignment in general, some variance 

on ‘internal responsiveness’ can be explained by the beliefs of R&D-managers (B = 0.413, p 

< 0.1; sig. = 0.07).  Independence, speed of decision-making and entrepreneurship appears to 

be more important for R&D managers than for managers in other functional areas. 

  Relative homogeneity across functions is also indicated by the results on factors of 

corporate management. Again, only general and R&D managers show some differences with 

other functional areas. Variance on the factor ‘power concentration’ is explained for a large 

deal by variance across general managers (B = - 0.224, p < 0,1; sig. = 0.083), only together 

with high significance of firm 1.  This result indicate that general / strategy managers 

relatively do not prefer management power to lay at one singly entity, indicating that the HQ 

should not adopt a relatively top-down management style or that many activities be 

centralized in one location.  However, general managers also relatively prefer a low degree of 

involvement of the business units in the management of corporate value (B = 0.233, p < 0.05; 

sig. = 0.016) when compared to other functional areas (again note the inversion of scores for 

the positive parameter). 

R&D managers, apparently translating their belief in independence towards the way they 

think the corporation should be managed, oppose a very strict and directive corporate 

headquarter role (B = -0.470, p < 0.05; sig. = 0.041). Results on GM vs. other areas could 

indicate some difference between general management and the management of more 

specialized areas. However, additional analyses show that this does not come to the fore when 

functional areas are regrouped into these two groups. 

So, across 6 types of functional areas that could potentially differ from one another in 

their belief on 10 factors of corporate alignment, thus potentially providing 150 sources of 

divergence, only 5 significant differences came forward. This is an important finding in that 

the functional area of a manager does not appear to matter much for his beliefs on corporate-

level strategy, reflecting the mixed results in other empirical research (see chapter 3 and 4). 

The implications of this result will be discussed further in the next chapter.  
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6.4.4 Differences across firms 
The results on the MANOVA analysis on corporate alignment (section 6.2.3) suggest that a 

large portion of the explainable variance is due to the firm that the manager is working for. 

This factor-level analysis provides the same picture, but also sheds more light on this 

relationship.  

Divergence in the factor ‘internal synergies’ is partly explained by differences from firm 

1 (B = -0.307, p < 0.05, sig. = 0.028), firm 3 (B = 0.295, p < 0.1, sig. = 0. 081) and firm 4 

(B = -0.363, p < 0.05; sig. = 0.046). Managers in firm 3 (B = 0.560, p <0.05, sig. = 0.017 / B 

= -0.424, p < 0.05, sig. = 0.034) and firm 4 (B = -0.498, p < 0.05; sig. = 0.048 / B = 0. 468, p 

< 0.05; sig. = 0.030) have different beliefs than (an) other(s) on ‘relatedness’ and ‘internal 

responsiveness’. Divergence in beliefs regarding ‘parent costs’ is effected by firm 1 (B = 

0.329, p < 0.05; sig. = 0.049) and firm 4 (B = 0.384, p < 0.1; sig. = 0.078), while firm 1, 2, 3 

and 4 all differ on ‘external responsiveness’ (B = 0.464 – 0.830, p < 0.01).  These results 

indicate that beliefs on corporate alignment do differ very significantly across firms, but each 

firm has different effects across all the five factors. 

This conclusion can also be derived from the results on the factors around corporate 

management. Even though variance of the overall issue can only be explained by firm 4 

(section 6.2.3), some other firms explain variance on the factor-level as well. Variance in 

‘power concentration’ is for the largest part due to firm 1 (B = 0.618, p < 0.01; sig. = 0.001), 

whereas variance in firms for ‘top-down leadership’ is due to firm 4 (B = -0.633, P < 0.01; 

sig. = 0.004). Managers in firm 4 also have different beliefs with some significance from 

managers in at least one other firm on ‘business unit freedom’ (B = 0.342, p < 0.1; sig. = 

0.098), just as managers in firm 3 (B = -0.368, p < 0.1; sig. = 0.055). However, no significant 

firm differences are found in beliefs on ‘business unit involvement’. 

 

6.4.5 Differences across backgrounds 
Country of origin loads on four out of the ten factors, while for two of these factors only one 

country group explains variance. The various groups show different profiles as well. North-

Western Europeans differ from at least one other group on ‘internal responsiveness’ 

(B = -0.398, p < 0.05; sig. = 0.031) and ‘parent costs’ (B = -0.331, p < 0.1; sig. = 0. 077), 

while South-Europeans show a similar profile (B = -0.530, p < 0.01; sig. = 0.006 / B = -0.414, 

p < 0.05; sig. = 0.034). Anglo-Saxons show strong differences with others on ‘internal 

responsiveness’ (B = -0.760, p< 0.01; sig. = 0.000), while North-Americans do so on ‘top-

down leadership’, albeit with low significance (B = - 0.382, p < 0.1; sig. = 0.93). Thus, 

managers with different origins do differ on corporate alignment, although most on their 

beliefs on internal responsiveness, but not that much on corporate management. 
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Again, the effect of experience on the beliefs of managers on corporate-level strategy is 

low. Functional experience only explains some variance for the factors ‘business unit 

freedom’ (B = 0.063, p < 0.1; sig. = 0.061) and ‘business unit involvement’ (B = 0.058, p < 

0.1; sig. = 0.086). Results indicate that the more functional experience a manager has, the less 

he is inclined towards self-organization of businesses in corporate management. Even though 

age did not reveal any effects on either the general issues corporate alignment or corporate 

management, some small effects on beliefs on some elements of these issues are revealed – 

on ‘relatedness’ (B = 0.012, p < 0.1; sig. = 0.085) and ‘business involvement’ (B = 0.011, p < 

0.1; sig. = 0.053). 

Lastly, this factor-level analysis also provides a deeper insight into the effects of study 

area on managerial beliefs on corporate alignment and corporate management. Differences 

appear between groups, but again different groups account for the variance in different 

factors. With regard to corporate alignment, variance on ‘internal responsiveness’ is explained 

partly by the study area law (B = -0.269, p < 0.05, sig. = 0.065), on ‘parent costs’ somewhat 

by law (B = -0.303, p < 0.1, sig. = 0.094) but more by economics & business (B = 0.414, p < 

0.05, sig. = 0.01), yet ‘external responsiveness’ by a study background in engineering  

(B = -0.288, p < 0.05, sig. = 0.029). In corporate management, study background only 

significantly loads on one factor, ‘business unit freedom’, foremost economics & business (B 

= - 0.327, p < 0.01, sig. = 0.003) but also again law (B = -0.270, p < 0.05, sig. = 0.054). 

Gender shows no significant effect on any of the factors. 

 

6.5 CONCLUSION 

Results from this study imply at least four important observations, of which the 

implications are discussed further in the next chapter. First, results show that demographic 

variables, in particular country of origin and study background, are yet important variables of 

managerial beliefs. This signifies the relevance that upper echelons theory still has to explain 

managerial outcomes. However, upper echelons theory also suggests that cognition is related 

to experience. The second notable observation from this study is that this does not come to the 

fore, as only functional experience showed some relationship. Experience-based 

characteristics, typically suggested along with age and gender by upper echelons theory, are 

not related substantially to corporate-level strategy beliefs. This may show the value of using 

a comprehensive set of explanatory variables in a large and heterogeneous data set, despite 

some limitations on the amount of variables compared to sample size. 

The third observation is the importance of the manager’s firm for his belief on corporate-

level strategy, even though effects differ per element. The fourth observation, and perhaps the 

most important contribution of this study, is that it shows the organizational positions of 
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managers, in particular their corporate position and hierarchical level, as key antecedents of 

corporate-level strategy beliefs, yet functional area, as suggested by many but also providing 

mixed findings in other research, is not. Discussion of these observations will therefore start 

with this important finding. 

A deeper insight into factor-level beliefs shows the patterns found are virtually equal to 

those found in the hypotheses-level – reflecting reliability of the test. Hence, the discussion 

on the results will focus on the latter level (e.g. association of individual characteristics with 

beliefs on corporate alignment and corporate management), while a deeper insight into the 

factors is only provided when it can elaborate some relationships. 

These four observations provide the following suggestion on the effects of individual 

characteristics on managerial beliefs on corporate-level strategy: whereas the nature (e.g. 

origin) and nurture (e.g. experience and education) of managers can effect their beliefs on 

corporate-level strategy, the now (e.g. their current firm and position within that firm) is even 

more important. In other words: where one sits is where one stands. In the conclusion of this 

dissertation, this will be further substantiated, along with further application in future 

research.  First the results from this analysis are discussed, extending insights from previous 

research and various interesting implications for the literature. 
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CHAPTER 7: 

DISCUSSION 

 

7.1 INTRODUCTION 

This study’s findings reveal interesting insights into the relationship between managerial 

characteristics and their cognitions, values and perceptions shaping strategic choice. Results 

extend insights from other research, supporting others conclusions from previous research but 

also showing some important differences. Because of the comprehensiveness of managerial 

characteristic types adopted in this study, the findings of this study and a comparison to 

previous findings encourage a critical reflection on how managerial beliefs on corporate-level 

strategy are shaped. A comparison of the study’s main findings with previous research, albeit 

in different cognitive areas, is provided on the next page (table 7.1). Results have various 

implications for theory concerning the strategy process, including upper echelons theory, 

agency theory and cognitive strategy theory, but also for corporate-level strategy theory. 

 

7.2 MAIN FINDINGS AND THEIR THEORETICAL IMPLICATIONS 

The key question of this study was whether the beliefs on corporate-level strategy that 

managers have differ significantly across the positions they uphold within the firm. When 

regarding the results from the analysis, the most important observation is that the 

organizational positions of managers, in particular their hierarchical level and corporate 

position, can serve as indicators of corporate-level strategy beliefs. This illustrates the 

importance of considering position-based characteristics in the analysis of managerial effects 

on strategy. Main argument of this study was that the following research gap within upper 

echelons theory entailed key areas for research: 
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Extended Different
Managerial characteristics are indicators of managerial cognition Hambrick and Mason 1984; Carpenter et 

al. 2004; Hambrick 2007; a.o.
(1) Positions provide an indication of corporate-level strategy beliefs Jensen and Zajac 2004

Corporate position  is associated with corporate-level strategy beliefs Nohria and Ghoshal 1994; Birkinshaw 
and Hood 1998; Paterson and Brock 
2002; Roth and Morrison 2002

Managerial level  is associated with corporate-level strategy beliefs Stevenson 1970; Hitt and Tyler 1991; 
Ireland et al. 1997

Markoczy 2000

Functional area  is not associated with corporate-level strategy beliefs Walker 1985; Chaganti and Shembaraya 
1987; Walsh 1988; Musteen et al. 2006

Dearborn and Simon 1958; Lawrence 
and Lorsch 1967, Houghton and 
Neubaum 1994; Markoczy 2000

(R&D exception)        Asakawa 2001; Chini et al. 2005

The firm  is associated with corporate-level strategy beliefs Sandelands and Stablein 1987; Poole et 
al. 1990; Calori et al. 1992; Ireland et al. 
1997

(2) Demographics provide some indication of corporate-level strategy beliefs

Country of origin  is associated with corporate-level strategy beliefs Hofstede 1980; Ronen and Shenkar 
1985; Schneider and DeMeyer 1991; 
Baird et al. 1993

Markoczy 2000

Study background  is associated with corporate-level strategy beliefs Bantel and Jackson 1989; Hitt and Tyler 
1991; Hambrick et al 1996; Tyler and 
Steensma 1998 

Wiersema and Bantel 1992

Gender is not associated with corporate-level strategy beliefs Musteen et al. 2006

(3) Experiences do not provide much indication of corporate-level strategy beliefs

Functional area experience  is associated with corporate-level strategy beliefs Walsh 1988; Schneider and DeMeyer 
1991

Beyer et al 1997

Other sources of experience  are not associated with corporate-level strategy beliefs Schneider and DeMeyer 1991; Kor 2003 Ellis and Child 1971; Lurigio and Carrol 
1985; Bantel and Jackson 1989; Hitt and 
Tyler 1991; Kor 2003

Previous research in other cognitive areasKey findings

 

Table 7.1 Comparison of key findings to previous research in other cognitive areas 
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Findings of this study imply that managerial beliefs are influenced by the cognitive 

communities they are involved in, communities that have different interests and different 

social networks. This entails that both agency theory, which focuses on the issue “that occurs 

when cooperating parties have different goals and divisions of labor” (Eisenhardt, 1989), and 

social influence theory, suggesting that “people form and reproduce their beliefs through 

interacting with others” (Chattophadhay et al., 1999), provide a valuable addition to upper 

echelon theory in its attempt to explain managerial outcomes.  

Results substantiate the arguments of Jensen and Zajac (2004), who provide insights from 

agency theory to upper echelons theory and its research into the managerial characteristics 

that define managerial outcomes, and warn us for the “dangers of mistakenly viewing all 

corporate elites as part of a like-minded team” inherent to upper echelons theory. While they 

find the governance positions of top management teams as key indicator of acquisition and 

diversification choices, this study extends their insights to more positions in the firm.  

In other words, whereas “pushing the agency theory argument that differences in 

governance positions imply differences in strategy preferences to the logical limit” implies 

that “it is critically important to disaggregate along the appropriate governance positions” 

(Jensen and Zajac, 2004), this study expands this agency theory argument to other positions 

than just the governance position – thus implying it is also critically important, both in 

building theory and academic research on cognitive strategy, to disaggregate along other 

positions in the organization as well when studying cognitive strategy.  Furthermore, this 

study also extends research by Chattophadhay et al. (1999), who found that also social 

influence is an important factor of managerial cognition. By showing the relevance of agency 

theory and social influence theory for upper echelons theory, this study answers to the call 

from Carpenter et al. (2004) to integrate theories of executive behavior (gap part 1). 

Furthermore, results of this study provide more insight into corporate-level strategy 

beliefs (gap part 2), showing cognitive diversity regarding an important strategy issue both for 

theory and practice. More importantly, it has succeeded to, to a certain extent, pinpoint were 

those differences come from – e.g. which groups, given their position or background, are 

likely to differ in their belief on corporate-level strategy (gap part 3). Additionally, it has 

shown that these patterns vary on two interrelated issues, corporate alignment and corporate 

management, which provides insights for the strategy vs. structure debate in the academic 

discourse on corporate-level strategy. These patterns arise from a large, primary data set with 

participants from all over the world (gap part 4). 

Of the positional characteristics that are the focal point of this study, corporate position is 

the most important explanatory variable. HQ managers lean more towards capturing synergies 

by aligning the business units as much as possible, while business managers will rather want 

to stay independent. Simultaneously, managers at the corporate headquarters favor strong 
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corporate control, while business managers show an opposite view. This extends Hambrick 

and Mason’s (1984) argument and the insights of research which followed - observable 

managerial characteristics can be indicators of the givens that a manager brings to an 

administrative situation - by adding a new observable characteristic to this discourse: 

corporate position, i.e. the position of a manager at either headquarters or business unit. 

The relationship between the corporate center and country subsidiaries is an important 

topic in the international business literature (e.g. Birkinshaw and Hood, 1998; Nohria and 

Ghoshal, 1994), but has not found its way yet into corporate-level strategy and upper echelon 

theory-based research as an important influential variable on strategic choice processes. With 

the findings in this study, insights on the ‘us vs. them’ mentality between regional subsidiaries 

and international headquarters (Roth and Morrison, 2002) and the debate on the role of the 

subsidiary are also translatable to corporate-level strategy. Whereas Campbell and Faulkner 

(1993) argue that international operations can be analyzed with the same frameworks as 

corporate-level strategies, a fresh perspective on corporate-level strategy could be gained by 

transferring insights from international strategy.  Birkinshaw and Hood (1998) and Paterson 

and Brock (2002) provide an appreciative account of the integrative importance of subsidiary 

roles within global strategy and alignment processes. Corporate-level strategy literature has 

primarily focused on the role of the centre in multi-business firms (Markides, 2002), and 

attention on value-creating roles of the business units is yet to be attracted. 

The study also shows that managers have different beliefs on corporate-level strategy 

across managerial levels. This provides interesting insights as well, both in the relationship as 

in the outcome. The association of managerial level with diversity of beliefs on corporate 

control confirms the findings of Ireland et al. (1997), who showed that perceptions of 

strengths and weaknesses vary across three levels and firms in a study of 56 South-American 

managers in three firms, and also again confirm the findings of Hitt and Tyler (1991), in a 

sample of 65 southwest US executives. 

However, the findings are different from Markoczy’s (2000) findings in her sample of 91 

Hungarian and non-Hungarian managers also discussed above, in which no significant effect 

was found of managerial levels on perceptions towards change. One reason for this difference 

can be the use of only one distinction of levels in her research (e.g. top-management vs. non-

top management), possible clouding differences in lower levels. This is substantiated by the 

research of Ireland et al. (1997), who used three managerial levels (top, middle, lower) and 

found significant differences between the middle and lower level. In other words, this 

research provides more insight for research into cognition across managerial levels, and the 

value of incorporating a relatively wide scope of levels from the top to the bottom of the 

organizational structure. 
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 This study finds that managers across levels all advocate a high level of corporate 

alignment, but differ on their opinions of how it should be managed. Whereas higher level 

managers prefer a relative high level of corporate control, lower-level managers prefer the 

opposite, advocating more self-organization across the corporation in order to create corporate 

value. Insight into the factors underlying the beliefs however reveals that managers at 

different levels also disagree on the need for internal responsiveness in corporate alignment, 

with lower level managers advocating a relatively high degree of internal responsiveness, 

indicating a potential relationship between beliefs on corporate alignment and corporate 

management across levels. This could indicate the need to match the mode of alignment to 

corporate managerial processes across managerial levels, providing more ground for the 

arguments by the literature on the need for a fit between strategy and structure, an important 

debate in the strategic management literature (e.g. Miller, 1986; Collis and Montgomery, 

1995; Pettigrew and Fenton, 2000; Whittington, 2002). In other words, whereas a fit between 

strategy, managerial processes and systems is crucial (Collis and Montgomery, 1995), this fit 

can improve further by the fit between corporate alignment logic and the managerial 

processes needed to execute this logic, across managerial levels and thus managerial beliefs.  

Results also provide valuable insights for agency theory. Voices have been rendered to 

expand its initial focus on behavior-outcome contracts and its interpretation of the principal-

agent relationship to a richer context (Perrow, 1986; Eisenhardt, 1989; Cannella and Monroe, 

1997). Agency theory has primarily been concentrated on the potential conflicts of interest 

between shareholders and corporate elites (Jensen and Zajac, 2004). This study, in finding 

significant belief differences between managerial levels, supports Jensen and Meckling’s 

(1976) instigation that the problem of inducing an agent to act in the welfare of the principal 

exists at every level of management. Furthermore, the significant differences between 

managers at headquarters and the businesses could add a new principal-agent context to 

agency theory. These findings support Eisenhardt’s (1999) reasoning that issues of self-

interest exist all across organizational life. 

For upper echelon theory, in its link between managerial characteristics and strategic 

choice, this study’s conclusion that managers have different beliefs across different structural 

positions is an important finding. Hambrick and Mason (1984) argued the need for expanding 

the focus in management research on the top manager to a focus on the top management 

team. Subsequently, Hambrick (1994) argued that the top management group might be more 

prudent. However, these definitions still maintain emphasis on senior management (Carpenter 

et al., 2004). These findings on the influence of both managerial level and corporate positions 

show that firms may not have a single ‘dominant logic’, as Prahalad and Bettis (1986) 

suggest, but several dominant logics. This will not be distilled by a sole focus at the TMT as 

the dominant coalition, as most of the research on upper echelons theory has had so far - 
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albeit very valid and relevant. Hence, the findings in this study on managerial levels and 

corporate positions increase the potential value of expanding upper echelons theory to an all 

echelons theory. 

 

7.3 OTHER FINDINGS AND THEIR THEORETICAL IMPLICATIONS 

Whereas the hypotheses on corporate positions and managerial levels were mostly confirmed, 

the hypothesis that the functional area is also an indicator for corporate-level strategy beliefs 

was not supported.  Furthermore, also the results on the control variables provide interesting 

insights. Results show that some characteristics originally mentioned by Hambrick and Mason 

(1984) and others are yet important antecedents of managerial givens, but some are not. This 

could mean that upper echelons theory, at the least with regard to corporate-level strategy, 

requires some more enhancement or refinement. 

The result on functional area reflects the incongruence of research on the influence of this 

variable on strategic outcomes so far.  Research on functional backgrounds, current positions 

and functional experience has always provided mixed results (Chattophadhay et al., 1999).  

Hence, results on the current functional area do not support the research of some (Dearborn 

and Simon, 1958; Lawrence and Lorsch, 1967; Houghton and Neubaum, 1994; Markoczy, 

1997) but are in line with research by others (Walker, 1985; Chaganti and Shembaraya, 1987; 

Walsh, 1988; Musteen et al., 2006). However, results on functional experience extend the 

insights from others by again showing the importance of the time spent within a functional 

area for a manager’s belief (e.g. Hodgkinson and Johnson, 1994; Houghton and Neubaum, 

Markoczy, 1997; Chattophadhay et al., 1999). When concerning the functional area as 

antecedent of corporate-level strategy beliefs, functional experience is of more significance 

than the current function is. This substantiates Hambrick and Mason’s (1984) early 

propositions on the potential value of using functional background as an indicator for 

managerial givens and outcomes – and not the current functional position. 

Only one function explains some variance on corporate control (R&D), while only one 

more function (general management) explaining some more variance on the factor-level. The 

divergence of R&D managers from others on their belief on corporate management perhaps 

stems from what has been called ‘perception gaps’ by Asakawa (2001), who indicated 

increasing tension between corporate headquarters and R&D departments because of 

differences in perception concerning the management processes of the multinational 

corporation. Possibly R&D managers are at more distance from the managerial processes in 

large corporations and therefore not only have different perceptions but also prefer relative 

autonomy.  

Chini et al. (2005) attribute the higher perception gaps in R&D laboratories to “the 

specificities of the R&D function”. In other words, the R&D department requires a certain 
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level of autonomy in order to cope with the demands of their work, e.g. to spur creativity, 

increase development time or improve internal efficiency. The department can also reflect the 

personality of the people, implying some degree of self-selection (Finkelstein and Hambrick, 

1996) – i.e. individuals choose a certain area, in this case R&D, because it fits their 

cognitions, and this is more important for the group of R&D managers than for the other 

managers. All this would explain the results of this study, but also implies that more insight is 

needed on the specific role of the R&D departments in corporate-level strategy. 

Another notable outcome concerns the significance of the manager’s firm for his belief on 

corporate-level strategy, especially regarding corporate alignment. This is in line with 

research by others (Sandelands and Stablein, 1987; Poole et al., 1990; Ireland et al., 1997). 

Nelson and Winter (1982) indicate that individuals have different cognitions across firms 

because of company-level differences in routines, while Schein (1985) roots these in differing 

values and norms. In other words, corporate culture is an important driver of managerial 

cognitions. This relationship strengthens other research conclusions on organizations as 

‘cognitive communities’ (Daft and Weick, 1984; Walsh and Ungson, 1991). Following Porac 

and Thomas (2002), “organizations [are] interpretation systems in which retention 

mechanisms store collective strategic beliefs”. 

Besides this system-view on organizational representation (Krippendorff, 1975; Levitt and 

March, 1988), the effect of social influence might also explain the highly significant inter-

firm effects, over and above the intra-firm effects of organizational positions. This would 

reflect Daft and Weick’s (1984) view on understanding the relationship between social 

processes and representation on the organizational level of analysis (Walsh, 1995). Yet both 

views substantiate the argument in that managers define their beliefs in concordance with the 

cognitive communities they are positioned in. The firm is an important cognitive community 

– albeit the most significant when regarding the results of this study – but within this larger 

community, different cognitive groups exist across levels and other positions. 

The highly significant effect of firm on the model is an important finding, as it 

substantiates the notion that the current situation of a manager can be a substantial indicator 

of his belief on corporate-level strategy, over and above his background. This notion is 

confirmed further by the absence of a significant effect of organizational tenure: it is of no 

significant importance for how long a manager is working in a certain firm, but the fact that 

he is working in this firm is. Note that corporate position and managerial level (and functional 

area) are all representations of the current position of the manager, and it can be argued that 

the effects of especially social influence could be the same for managers of a certain firm vis-

à-vis managers in another firm.  

As the focus of this study was on adding positional characteristics to the scope of 

managerial characteristics as explanatory variables of corporate-level strategy beliefs, it was 
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not its intention to repeat previous studies on the influence of managerial backgrounds on 

strategic outcomes. Instead, other control variables of the empirical research included those 

variables proposed by Hambrick and Mason (1984) and that were successfully associated to 

managerial cognition or strategic outcomes in research by others. These characteristics 

included country of origin, study background, gender and various experience variables. 

Results of this study confirm that demographic variables, in particular country of origin and 

study background, are significant variables of managerial beliefs. In the words of Carpenter et 

al. (2004): “Any new upper echelons study that looks at the effects of demographic 

characteristic X on organizational outcome Y is […] reaffirming that which is already 

understood. Namely, executives and their demographics matter.” Thus, the replication in this 

study of other research results on demographics, i.e. the influence of origin, study area and 

functional experience on managerial cognition, shows its validity when compared to the 

soundness of the previous research (e.g. Hambrick, 2007). 

The analysis indicates that managers across origins have significantly different beliefs 

predominantly on the issue of corporate alignment, and especially managers with a study 

background in economics and business have different beliefs than others. The results on 

origin are in line with other broad cross-country research into cognition, which is congruent in 

that managerial cognition, norms and values differ across cultures (England and Lee, 1971; 

Hofstede, 1980; Schneider and DeMeyer, 1991; Baird et al., 1993). It is however in contrast 

to Markoczy (2000) in her research with Hungarian and non-Hungarian managers, where she 

did not find any significant differences in cognition between these two groups. 

 Compared to the latter, this study’s replication of results from other cross-country 

research signifies the need for a data set comprising a large variance and relevant clustering of 

nationalities in order to judge any differences in managerial beliefs across countries. This is 

congruent with Ronen and Shenkar’s (1985) conclusions, from their review of research up to 

that point, that a clustering of countries according to common cultures, language, history and 

moral values provides a relatively rigorous predictor for managerial attitudes. The authors 

justly note that within clusters, the degree of similarity is relative to the dissimilarity with 

other countries, and is therefore influenced by the number of countries included in the 

clustering. Yet, because other clusterings of countries in this study provided far less to no 

significant results with regard to explained variance of corporate-level strategy beliefs, the 

insights of Ronen and Shenkar are substantiated further. These results also reinforce the need 

for international data-sets – perhaps shedding a different light on the mainly US-based 

research so far. Because of the international nature of this study, controlling for origin 

provides more generalization across multinational contexts. 

Results on the influence of study background are also similar to other research findings 

(Hitt and Tyler, 1991; Tyler and Steensma, 1998), and supports Hambrick and Mason’s 
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(1984) original argument that “education serves to some extent as an indicator of a person’s 

values, cognitive preferences, and so on”.  Gender, on the other hand, did not reveal any 

significant associations. However, few research has been done on the relationships between 

gender differences and strategy cognition, and this study supports the argument by Musteen et 

al. (2006), that “more research on the effects of gender on the executives’ attitudes is certainly 

warranted to explore gender’s influence on attitudes and change in different contexts”. 

The effects of the background characteristics origin and educational background found in 

this study signify the relevance that upper echelons theory still has in its prediction of 

managerial outcomes.  This provides evidence that there are significant relationships between 

some of the most commonly used demographic variables in upper echelons theory literature 

and corporate-level strategy beliefs, similar to the findings of Musteen et al. (2006), who also 

adopted a wide range of demographic characteristics in their research on key drivers of on 

attitudes toward change. However, a key driver of cognition also postulated in upper echelons 

theory, namely the amount of experience that managers have in several areas, was not 

supported in these results – with the exception of functional area experience. 

The upper echelons theory assumption on experience-based characteristics is that 

“executives carry the experiences they have had during their careers as part of their cognitive 

and emotional givens” (Hambrick and Mason, 1984). This is also argued by several 

psychologists (Fiske and Taylor, 1984; Lord and Foti, 1986), who emphasize that cognitions 

develop through experiences (Chattophadhay et al., 1999). Furthermore, feedback and 

rewards associated with a given set of experiences amplify the salience of the goals and 

processes associated with those experiences (Locke and Latham, 1990). 

Yet, in this study, these propositions are not supported. Age, work experience, divisional 

experience and organizational tenure do not show a relationship to corporate-level strategy 

beliefs. Only functional experience shows some significance with beliefs on corporate 

management, and age with some factors. This is in contrast to research by others. For 

instance, Ellis and Child (1971), Lurigio and Carrol (1985) and Bantel and Jackson (1989) 

showed age and organizational tenure to be related to flexibility, risk-taking, innovativeness 

and the categorization abilities in cognitive schemata. Hitt and Tyler (1991) found that age 

and work experience influenced perceptions of target candidates. 

A possible reason for this incongruence could be found in the notion that experience 

influences the salience of certain beliefs through feedback and rewards – e.g. managers with 

more experience in certain areas get rewarded likewise and translate this into their belief 

systems. In organizations, managers perhaps do not necessarily receive rewards or feedback 

based on their age, work experience or tenure, but more on their experience in certain 

functions. The significant results on functional experience then support the findings of Locke 
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and Latham (1990). This also reveals the value of adopting a large set of experience variables 

when conducting upper echelons theory research. 

This study provides a far larger set of characteristics, including positional characteristics, 

as possible influences on cognition than other studies do. Some main effects of experience in 

other research could conceal any intervening characteristics. For instance, Carpenter and 

Frederickson (2001) found tenure heterogeneity in TMTs to be positively related to firms’ 

global postures, but this effect was nonlinear when the amount of uncertainty was taken into 

account. These confusing effects of experience variables on managerial givens, even though 

Hambrick and Mason (1984) argue that individual cognition is shaped by individual 

experiences (Markoczy, 1997), substantiate the statement by Hitt and Tyler (1991): “the types 

and effects of experience may be more complex than previously suggested”. 

  

7.4 CONCLUSION 

Findings of this study have provided various insights for the literature. Besides providing 

more comprehension of beliefs on corporate-level strategy for both managerial cognition 

theory and corporate-level strategy theory, some implications were discussed for other 

‘executive behavior’ theories such as agency theory. Most important implications of the 

findings, however, can be found in their meaning for another executive behavior theory: 

upper echelons theory. 

Findings extend insights from upper-echelons theory research by adding new variables 

engrained in the positions of managers and not only their backgrounds, broadening its 

theoretical foundation but also reaffirming some of its key assumptions. However, the 

findings have also shown that the theory may need some refinement, especially with concern 

to its top management team focus, continental emphasis and assumptions on the importance 

of experience as indicator of managerial givens. 

The final chapter of this dissertation provides a summary of the main arguments and the 

approach taken in this study. Besides shortly summarizing the key implications for theory as 

outlined in this chapter, implications for managers are presented, concluded by the key 

applications for future research. 
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CHAPTER 8: 

CONCLUSION 

 

8.1 INTRODUCTION 
This study has focused on the question whether the positions that managers have in an 

organization can be proxies for the beliefs that they have on corporate-level strategy. The 

intention of this final chapter is to summarize the study and its findings, as well as providing 

insights for future research. First, its approach is reviewed shortly, followed by a summary of 

the main findings of the research. The findings imply a general model and categorization of 

the antecedents of corporate-level strategy beliefs, which is proposed subsequently. Based on 

these results, the insights for management practice are presented next. To conclude, the 

limitations of this study and thoughts on future research are discussed. 

 

8.2 APPROACH 

Corporate-level strategy deals with the way in which a corporation manages a set of 

businesses (Grant, 2002). Whether it is possible as a corporation to add value to its businesses 

is a critical question in strategic decision-making processes and therefore a key issue in 

strategic management (Goold and Luchs, 2003). Following strategic choice theory (Child, 

1972), managers matter in the strategy process. Strategy issues are complex and ambiguous, 

just as corporate-level strategy issues have multiple solutions. In chapter 2 of this dissertation, 

a framework on corporate-level strategy was presented, categorizing corporate-level strategy 

into two managerial issues. The first issue is corporate alignment, or how a group of 

businesses should create value, including concerns such as synergy, business unit autonomy, 

business relatedness and corporate scope. The second issue is corporate management (the 

level of corporate control), or how group value creation should be managed, covering issues 

such as corporate processes, (de)centralization, standardization, roles of the headquarters and 

corporate structure. In each issue, a tension between two opposite ways of dealing with the 

issue was identified. 

Managerial cognition theory shows that managers depend on their beliefs when dealing 

with issues of a complex nature. Hence, managerial beliefs play a role in the strategy process. 

Chapter 3 of this dissertation provided an overview of cognitive strategy research. The study 

of managerial beliefs, perceptions and values has gained attention in the strategic 

management field in the last decades (e.g. Walsh, 1995; Huff, 1997; Porac and Thomas, 2002; 

Hambrick, 2007). The cognitions of managers on a wide spread of strategy issues have been 

studied. Nevertheless, insights into managerial beliefs on corporate-level strategy are 

relatively scarce. 
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An important theory related to strategic choice is upper echelons theory (Hambrick and 

Mason, 1984). A key argument of upper echelons theory is that “personalized constructs are 

functions of the executives’ experiences, values and personalities” (Hambrick, 2007). Many 

researchers have followed up on the upper echelons argument, mostly focusing on diverging 

backgrounds of managers as explanations for cognitive diversity and thus managerial 

outcomes (e.g. Lurigio and Carrol, 1985; Bantel and Jackson, 1989; Schneider and DeMeyer, 

1991; Markoczy, 1997; Tyler and Steensma, 1998).  

However, following Carpenter et al (2004), upper echelons theory-based research so far 

has, “largely ignored determinants rooted in organizational structure”. Insights from two other 

theories related to strategic choice, agency theory (Fama and Jensen, 1983; Jensen and Zajac, 

2004) and social influence theory (Blumer, 1969; Chattophadhay et al., 1999) suggest that 

managers not only have different beliefs because of their different backgrounds, but also 

translate different personal needs and interests into their belief systems, a process that is 

enforced by social interaction with their peers. These perspectives suggest that, when 

studying the antecedents of managerial beliefs, the positions of managers should be taken into 

account as well.  

This study focused on the following question: 

 

 
What is the relationship between managers’ corporate-level strategy perspectives 
and their position within the corporation?  

Hypotheses on this relationship were presented in chapter 4 and propose that (1) managerial 

beliefs on corporate alignment and corporate control differ across functional areas, that (2) 

managers at HQ attribute more value to corporate alignment and corporate control than 

managers at the business units do and that (3) higher-level managers attribute more value to 

corporate alignment and corporate control than lower-level managers do. 

Data was collected from 350 managers in 5 corporations across industries and countries. This 

dataset is rather unique in size, access and seniority of managers, allowing direct 

measurement of the managerial beliefs on corporate-level strategy of 350 managers, including 

board members, division heads and business managers, of some of the largest multinationals 

in the world. This was discussed in chapter 5.  

Chapter 6 provides the results of a quantitative analysis of the effect of corporate 

positions on the corporate-level strategy beliefs of the managers, controlling for demographic 

and experience characteristics. The analysis of the effect of the three types of managerial 

characteristics provides intriguing findings, which were discussed in chapter 7 and are 

summarized in the next section. In this section, the main contributions to theory are reviewed 

shortly, before reflecting on a general model of antecedents of corporate-level strategy 

beliefs.  
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8.3 SUMMARY OF FINDINGS 

This study provides more insight into the indicators of managerial cognition, in particular 

with corporate-level strategy beliefs, based on the psychology and social processes of 

managers with concern to their self-interest and social communities. Summarizing the results 

of this study, the following effects of individual characteristics of managers on beliefs on the 

level of corporate alignment and control were found: 
 

Table 8.1 Association of characteristics and beliefs on corporate-level strategy 

Variable Alignment Control
Gender No No
Age No No
Origin Yes Yes
Functional Experience No Yes
Study Yes Yes
Firm Yes Yes
Functional Area No No
Managerial Level No Yes
Corporate Position Yes Yes  
 

Whether managers are positioned at either corporate headquarters or the business units of a 

firm is very important for their beliefs on corporate-level strategy. Also their different 

managerial levels influence their belief on control. Functional area does not significantly 

associate with the object of the study. Firm heterogeneity is the most significant explanation 

of corporate-level strategy belief diversity, but also origin, study area and to some extent 

functional experience are important. Other forms of experience, however, did not yield 

significant results. 

In a recent review and update on upper echelons theory, Hambrick (2007) emphasizes the 

relevance of measuring the individual characteristics of managers to predict their actions 

through the relation with their cognitive biases. He also emphasizes the need for enhancement 

of upper echelons theory, in particular with regard to other variables than demographic 

characteristics as ‘surrogates’ for managerial beliefs: 

“If we want to understand why organizations do the things they do, we must consider the 

biases and dispositions of their powerful actors … Researchers can reliably use information 

on executives’ functional backgrounds, industry and firm tenures, educational credentials, 

and affiliations to develop predictions of strategic actions. Granted, the use of [these] 

demographic indicators leaves us at a loss to the real psychological and social processes that 

are driving executive behavior.” 

As from its first publication in 1984, Hambrick and Mason’s seminal work in upper 

echelon theory has had a formidable impact and far-reaching scope (Carpenter et al., 2004).  

This study has several contributions to this important theoretical stream. For once, the 
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findings have further substantiated Hambrick and Mason’s (1984) key argument that 

“observable managerial characteristics” can to some extent be “indicators of the givens that a 

manager brings to an administrative situation”. Results of this study suggest that upper 

echelons theory is yet relevant to help us explain strategic outcomes, but also requires some 

enhancement and refinement. 

In summary, findings extend insights from upper-echelons theory research by focusing on 

positional characteristics, answering to Carpenter et al.’s (2004) call for more focus on 

structural variables in research adopting upper echelons theory, while broadening its 

theoretical foundation and reaffirming some of its key assumptions. However, in addition to 

Hitt and Tyler’s (1991) argument on the need for empirical and theoretical refinement in 

relation to hierarchical levels, the findings have also shown that upper echelons theory 

requires more enhancements, especially concerning its top management team focus, 

continental emphasis and assumptions on the importance of experience as indicator of 

managerial givens. 

Furthermore, it has contributed to addressing the various gaps in the cognitive strategy 

literature. Specifically, this study has further extended the scope of managerial outcomes 

mentioned by the two authors and researched by others, by focusing on corporate-level 

strategy beliefs, measured using an issue based, comprehensive framework that is in turn 

based on relevant theory on corporate-level strategy. The findings illustrate the merits of 

extending the theoretical foundations of upper echelons theory, in order to enhance its 

applicability and further engrain it in strategic management literature.  By extending these 

foundations with agency theory and social influence theory, this study has introduced a new 

variable as observable characteristic as potential indicator of managerial cognition, namely a 

manager’s ‘corporate position’, while also emphasizing the importance of the hierarchical 

level to explain cognitive diversity. The significance of these structural characteristics in 

explaining corporate-level strategy beliefs emphasize the value of extending upper echelons 

theory to an all echelons theory. 

Taking a more synoptic point of view, these findings suggest that beliefs cannot be 

adequately predicted by one set of managerial attributes alone, i.e. neither demography related 

attributes, experience related attributes nor position-related attributes, as each set has some 

effect on the outcome. From the individual characteristics suggested by other research into 

often different types of cognitions, some showed a significant association with corporate-level 

strategy beliefs of managers, but others did not. In general, origin, study area, functional 

experience, firm, managerial level and corporate position have a significant effect on these 

beliefs, but gender, age, current functional area and most types of experience do not. In order 

to induce a critical reflection on past and future cognitive strategy literature, instead of 
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adopting a theory-based clustering of variables along demographic, experience and positional 

based variables, these results invite a different categorization. 

The firm that a manager works for, his managerial level and his corporate position are 

reflections of a manager’s present situation, while his origin, study area and functional 

experience are rooted in his past. Within the latter, some of his personal characteristics are 

reflections of his nature, but others are images of his nurture. The discussion on nature vs. 

nurture in psychology and behavioural science (e.g. Ridley, 2003; Zizzo, 2003) can also be 

translated to managerial cognition. In other words, a manager’s belief on corporate-level 

strategy is defined by what he is, but also to some extent by what he did. However, this study 

shows that a manager’s present situation is an even more important driver of his beliefs on 

corporate-level strategy. His belief is not only defined by his nature of nurture, but also by the 

now. Hence, it is not only important what a manager is, or what he did, but also what he does, 

which entails different interests and different peers to interact with. Thus, while firms are 

cognitive communities, at the same time these firms are collections of cognitive communities 

themselves. The distinction between ‘nature, nurture and now’ is depicted in figure 1. 

 
Figure 8.1 Antecedents of corporate-level strategy beliefs 
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8.4 MANAGERIAL IMPLICATIONS 

Even though this research focuses on big corporations, corporate-level strategy is not only of 

importance for large industrial firms. Notwithstanding that more than two-thirds of these 

firms are organized according to strategic business units and directed by a singular corporate 

headquarter unit, needing some sort of direction on how to create value across its businesses 

in future, smaller companies that are active in multiple businesses and are organized 

accordingly face the same issue. And also within these smaller companies, people make 

strategy and bring different perceptions, values and interests into the strategy process. 

Managerial cognitions can play an important role in the strategy process. When 

confronted with strategic challenges, managers have been shown to selectively filter 

information and interpret this information differently. When they are to devise strategies to 

act on these issues, i.e. developing options for the future, different mindsets can have different 

plans with regard to corporate-level strategy. For instance, some managers might want to 

capture corporate value by more internal alignment of businesses, while some managers 

might think it would be best to let the businesses create value in their markets themselves. Or 

some managers might say that headquarters should execute its leadership and enforce new 

management processes, while others will advocate that businesses can also manage 

themselves. And once a strategy is going to be implemented, different beliefs on the best way 

for the future of the firm will still trickle down into change processes towards any promoters 

or opponents.  

Difference in beliefs, perceptions, values or other cognitive elements of managers have 

been shown to be influenced by their demography, background, self-interest and by the 

people they work with. This study has found that significant differences in beliefs on 

corporate-level strategy exist within various groups of managers. Of particular practical 

importance are differences across corporate positions (i.e. people at headquarters vs. people at 

the business), across management levels and, for international firms, across national origins. 

Corporate-level strategy specifically deals with managing a set of businesses and aligning 

the market needs of business units with the corporate needs of headquarters. For corporations, 

the finding that beliefs on corporate-level strategy differ across manager’s positions in the 

organization means that defining a corporate-level strategy cannot simply be a task for the top 

management team or corporate headquarters alone.  

Considerable tension can arise when managers have different points of view on the 

corporate direction that should be taken. It has been shown that managers can have blind 

spots in their perceptions, have narrow visions or just plainly have ‘bad cognitive maps’. 

Individual beliefs can be wrong or unacceptable to others who have different interests, putting 

strains on the strategy process. Sometimes beliefs can cause inertia or diminish acceptance. 

Misunderstanding, disagreements or even conflicts are often more likely than consensus – 
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from strategic analysis, to option generation, to strategic decision making, to human 

judgement, to implementation and change. However, dissensus within organizations can also 

lead to a clear strategic dialogue, in which barriers to change can become catalysts of 

organizational development. 

Including more levels of management, nationalities or more business managers in general 

can help to overcome these barriers. For instance, management meetings, strategy workshops, 

global management conferences, and other gatherings that involve more than just the top 

management team, have been shown to have a positive effect on strategy formation and 

acceptance. Also a structured communication process that encompasses several management 

layers, positions and nationalities, taking into account that these groups will have different 

beliefs, is evident. Overall, during the corporate-level strategy process, a particular mindset 

towards other conflicting beliefs is also important, at least starting with some degree of 

openness towards other’s beliefs on corporate-level strategy, perhaps even accepting these 

beliefs and ultimately adopting them into the process. This study has shown where in an 

organization any differences in beliefs on corporate-level strategy are most likely to appear. 

 

8.5 LIMITATIONS AND FUTURE RESEARCH 
Whereas this study has shown various insights and implications for managerial cognition 

theory, in specific upper echelon theory, for agency theory and for the corporate-level strategy 

literature, it has some limitations as well. These limitations invite ideas for future research, 

along with other suggestions to move research in managerial cognition further forward. 

Limitations of this study can be found in its implicit assumptions, the research approach and 

the data. 

This study, like many other studies before, is grounded in upper echelons theory 

(Hambrick and Mason, 1984). One of the conjectures of this theory is that executive 

cognitions, values and perceptions influence the process of strategic choice and therefore 

result in performance outcomes (Carpenter et al., 2004). Therefore, this study assumes that 

corporate-level strategy beliefs effect strategic choice and consequently either these beliefs 

them selves or any incongruence of beliefs result in performance. Various studies have shown 

the impact of other managerial cognitions on strategic choice and firm performance (e.g. 

Eisenhardt and Bourgeois, 1988; Adner and Helfat, 2003 – see also Carpenter et al. (2004) 

and Hambrick (2007) for reviews). However, the influence of corporate-level strategy beliefs 

on strategic decision-making processes has not been researched specifically so far. 

This would be an interesting venue for future research, for instance by looking at the 

micro-level practice of decision-making. This would also answer to Whittington’s (2003) 

argument on a practice turn in management research, with “a closer focus on what managers 

actually do”. Such a study could also include the processes around self-interest and social 
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influences and their micro-level effect on groups of people in the organization.  This would 

also close the thinking vs. doing gap (Whittington et al., 2002) some, as in the type of self-

assessments used in this study managers report “what they believe they believe”, not how 

they act (Meyer, 2007).  Another research opportunity lays in the effect of corporate-level 

strategy beliefs on firm performance. Such a study would nevertheless have to be based on 

secondary data to include a large number of firms. 

The linear, progressive relationship from observable managerial characteristics to 

strategic firm outcomes has led to some criticism on upper echelons theory around causality 

(Carpenter et al., 2004). In each step, recursive relationships can also play a role. For instance, 

perhaps people are hired in certain firms or positions because they have a certain belief 

system, or people have a certain belief because they know what the choice should be. In this 

study, influence is regularly used in the explanations of the results, taking a (often) theoretical 

causality in mind, in line with Chattophadhay et al. (1999). What still remains, is that beliefs 

on corporate-level strategy differ across the managerial characteristics that showed a 

significant association. However, future research could also answer to Hambrick’s (2007) 

recent encouragement to “turn upper echelons theory on its head by considering executive 

characteristics as consequences rather than causes”.  

The research approach taken in this study can also have some limitations. One of these 

entails the number of firms included in the data set. However, whereas a single-firm study 

would control for industrial and organizational climate variables (Ronen and Shenkar (1985), 

referring to Hofstede, 1980), this would effect the generalization of results. Furthermore, a 

study including a large scope of firms and industries would be less able to represent those 

variables aimed at in this research (i.e. relevant groups of positions across levels, functions 

and corporate positions), not withstanding the sheer size that would be required. 

The data set gathered in this study is rather unique in its size and management level, 

based on primary data with its advantages as the most representative proxy of managerial 

beliefs. Yet the results also show the validity of using multiple firms, as the five firms had a 

highly significant effect on managerial beliefs. Future research could build further on this 

argument, using secondary data, if available and reliable, on corporate-level strategy beliefs 

across a large multitude of firms (along with measurement of performance effects as argued 

above). 

Another limitation, but foremost a field for future research, could be the proportion of 

variance explained – at least, if one would want to answer the question: what are the 

determinants of corporate-level strategy beliefs? Hambrick and Mason (1984) note that 

linkages can be detected empirically – but only “to some extent”. This study has set out, and 

succeeded, in determining whether positional characteristics could explain some of the 

cognitive diversity among managers. Even though the proportion of variance explained is as 
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high, or even higher, than in comparable studies by others (Markoczy, 1997; Chattophadhay 

et al., 1999; Musteen et al., 2006), a lot of research opportunities in this area are still open. 

For instance, this study’s insights into the importance of positional variables provide more 

intriguing questions: what are other positional variables that could affect (corporate-level 

strategy) beliefs, reflecting different interests and/or cognitive communities within 

organizations? Examples could be groups across divisions or geographic focus areas. The 

latter would also deal with the importance of the external context in management (cognition) 

research (Whittington et al., 2002), in that people can think differently based on the different 

environments they work in. For instance, industries have been shown to influence cognition 

(Huff, 1982; Spender, 1989; Chatman and Jenn, 1994), but also other contextual elements 

could be of importance: competitors, suppliers, the legal environment, political elements, to 

name just a few. This would answers to the call by Huff (1997): “subsequent studies will 

contribute more if they directly consider how […] cognitive phenomena are channeled by 

context.” 

If we, as a research community, are interested in determining why managers have 

different cognitions, not only characteristics rooted in social processes or other contextual 

processes are of interest, but also the psychological characteristics of managers, as also 

argued by Hambrick (2007). For instance, Galavan (2005) compares ‘NEO-FFI’ personality 

types of managers, such as neuroticism and extraversion, to perceptions of managerial 

discretion and shows promising results.  However, the disadvantage of looking into 

psychological traits, albeit very interesting for management research, is that these 

characteristics are far less observable and measurable – the core argument of upper echelon 

theory in the first place.  

Another research opportunity is to determine the effects of time in more longitudinal 

studies, as this study and most other managerial cognition studies are based on a single 

measurement moment. According to Porac and Thomas (2002), the analysis of cognition over 

time is one of the most promising areas of cognitive strategy research: “A trajectory for future 

research will be a movement away from studying single cognitive structures (categorizations, 

identities, recipes, etc.) at a given point in time toward exploring the interactions of different 

cognitive structures over multiple points in time”. 

Still, despite all these great opportunities, we should keep in mind that we are dealing 

with the question how people think, perceive and judge, and exploring all proxies for the 

black box of managerial cognition in full is of course a reverie. Yet the logic of the mind 

remains a highly intriguing phenomenon, and its antecedents, traits and effects on strategy 

and other managerial processes will continue as a fascinating research subject in years to 

come. 
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A) Increase of managerial cognition and strategy in top-10 academic journals
 

Analysis of academic management journals abstracts over 35-year period on emergence of 

combination ‘cognition’ and ‘strategy’. 

 

Journal 1970-1979 1980-1989 1990-1999 2000-2005
Strategic Management Journal (SMJ) 0 1 31 40
Academy of Management Journal (AMJ) 4 19 59 35
Academy of Management Review (AMR) 9 43 99 46
Management Science (MS) 11 21 38 39
Journal of Management Studies (JMS) 0 0 21 43
Organizational Science (OS) 0 0 0 0
Organizational Studies (OST) 0 0 0 0
Sloan Management Review (SMR) 0 0 0 1
Harvard Business Review (HBR) 0 1 2 1
Long Range Planning (LRP) 0 0 0 0
Total 24 85 250 205  
 

 

Cumulative number of articles on 'cognition and 
strategy' in academic management journals 

from 1970

0

100

200

300

400

500

600

1979 1989 1999 2005

 

 
Analysis was conducted in two steps, as based on the method applied by Mol en Wynstra as 

described by Wynstra (2006) 

1. Delphi study in which fellow researchers were asked for the most relevant academic 

journals 

2. Search on keywords ‘strategy AND cognition’ in paper abstracts in top-10 journals in 

online databases (e.g. ScienceDirect, JSTOR) 
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B) Descriptive statistics experiences 
 

Experience 
Work 

Experience 
Management 
Experience 

Years at Functional Area 
Organization Experience 

  Frequency % Frequency % Frequency % Frequency %
<1 yr 1 0,3 24 6,9 9 2,6 40 11,4
1-3 yrs 2 0,6 35 10,0 18 5,1 96 27,4
4-9 yrs 24 6,9 108 30,9 106 30,3 109 31,1
10-19 yrs 149 42,6 137 39,1 158 45,1 75 21,4
20-29 yrs 127 36,3 37 10,6 40 11,4 18 5,1
30-39 yrs 43 12,3 7 2,0 19 5,4 5 1,4
>40 yrs 4 1,1 2 0,6     7 2,0
Total 350 100 350 100 350 100 350 100

       Mean 4,5 3,4 3,7 2,9 
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C) Crosstabs experiences 
 
Functional experience * Management experience

  Management experience Total
<1 yr 1-3 yrs 4-9 yrs 10-19 yrs 20-29 yrs 30-39 yrs >40 yrs

Func Exp <1 yr 10 6 12 11 1 0 0
1-3 yrs 7 9 29 43 8 0 0 96
4-9 yrs 7 15 42 35 8 2 0
10-19 yrs 0 4 23 36 8 4 0 75
20-29 yrs 0 0 2 8 8 0 0
30-39 yrs 0 1 0 0 3 0 1 5
>40 yrs 0 0 0 4 1 1 1 7

Total 24 35 108 137 37 7 2 350

Functional experience * Organizational tenure

  Organizational tenure Total
<1 yr 1-3 yrs 4-9 yrs 10-19 yrs 20-29 yrs 30-39 yrs

Func Exp <1 yr 5 1 15 18 1 0 40
1-3 yrs 0 13 25 42 10 6 96
4-9 yrs 2 1 49 42 11 4 109
10-19 yrs 2 2 12 47 8 4 75
20-29 yrs 0 1 3 5 9 0 18
30-39 yrs 0 0 0 0 0 5 5
>40 yrs 0 0 2 4 1 0 7

Total 9 18 106 158 40 19 350

Functional experience * Division experience

  Division experience Total
<1 yr 1-3 yrs 4-9 yrs 10-19 yrs 20-29 yrs 30-39 yrs

Func Exp <1 yr 34 2 2 2 0 0 40
1-3 yrs 6 76 7 6 1 0 96
4-9 yrs 9 22 67 6 3 2 109
10-19 yrs 6 22 23 23 1 0 75
20-29 yrs 2 4 7 5 0 0 18
30-39 yrs 0 1 3 0 0 1 5
>40 yrs 1 1 3 2 0 0 7

Total 58 128 112 44 5 3 350

Functional experience * Work experience

  Work experience Total
<1 yr 1-3 yrs 4-9 yrs 10-19 yrs 20-29 yrs 30-39 yrs >40 yrs

Func Exp <1 yr 1 0 6 23 9 1 0 40
1-3 yrs 0 2 9 41 33 11 0 96
4-9 yrs 0 0 9 52 35 13 0 109
10-19 yrs 0 0 0 32 31 11 1 75
20-29 yrs 0 0 0 0 15 3 0
30-39 yrs 0 0 0 0 0 4 1 5
>40 yrs 0 0 0 1 4 0 2 7

Total 1 2 24 149 127 43 4 350

40

109

18

18

 164



 

D) Tolerance and VIF levels independent variables 

 

Tolerance VIF Tolerance VIF
Gender 0,847 1,180 0,847 1,180
Age 0,676 1,480 0,676 1,480
Origin South-European 0,802 1,247 0,802 1,247
(Ref. = North-Eur) Anglo-Saxon 0,785 1,274 0,785 1,274

North-American 0,815 1,227 0,815 1,227
Rest of World 0,901 1,110 0,901 1,110

Functional Experience 0,728 1,374 0,728 1,374
Study Law 0,868 1,152 0,868 1,152
(Ref. = Econ/Bus) Engineering 0,746 1,341 0,746 1,341

Other 0,817 1,224 0,817 1,224
Firm Firm 2 0,789 1,267 0,789 1,267
(Ref. = Firm 1) Firm 3 0,607 1,648 0,607 1,648

Firm 4 0,891 1,123 0,891 1,123
Firm 5 0,553 1,808 0,553 1,808

Function Finance 0,754 1,326 0,754 1,326
(Ref. = GMS) Marketing & Sales 0,576 1,738 0,576 1,738

Logistics & Operations 0,693 1,443 0,693 1,443
Research & Development 0,872 1,147 0,872 1,147
Other 0,516 1,937 0,516 1,937

Managerial Level 0,494 2,025 0,494 2,025
Corporate Position 0,592 1,689 0,592 1,689

Model 5
Control

Model 5
Alignment
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E) Model 5 MANOVA age vs. work experience 
 

Gender -0,047 -0,033 -0,061 -0,044
Age / Work experience 0,010 0,048 0,006 0,005
Origin North-European 0,390 * 0,410 * -0,018 -0,009

South-European 0,511 ** 0,526 ** 0,061 0,064
Anglo-Saxon 0,610 ** 0,615 ** 0,275 0,276
North-American 0,107 0,134 -0,503 * -0,480 *

Functional Experience -0,043 -0,034 -0,086 ** -0,075 **
Study Economics & Business 0,245 * 0,243 * 0,369 ** 0,365 **

Law 0,251 0,266 0,165 0,177
Engineering -0,074 -0,065 0,121 0,125

Firm Firm 1 -0,513 *** -0,500 *** 0,026 0,038
Firm 2 -0,469 ** -0,477 ** -0,200 -0,208
Firm 3 0,628 *** 0,609 *** 0,373 0,358
Firm 4 -0,920 *** -0,912 *** -0,739 *** -0,734 ***

Function General Mgt & Strategy 0,195 0,215 -0,126 -0,107
Finance 0,182 0,176 -0,148 -0,157
Marketing & Sales 0,017 0,020 -0,012 -0,008
Logistics & Operations 0,091 0,109 0,149 0,166
Research & Development -0,251 -0,231 -0,698 ** -0,680 **

Managerial Level -0,020 -0,025 -0,194 * -0,201 *
Corporate Position -0,334 *** -0,323 *** -0,240 * -0,232 *

Model F 2,980 *** 2,910 *** 2,864 *** 2,833 ***
R2 0,160 0,157 0,155 0,154
Adjusted R2

0,103 0,103 0,101 0,099
* p<0,1; ** p<0,05; *** p<0,01; parameters of other origins, studies and functions set to 0 for redundancy

Age excl 
WorkExp

Model 5
Corporate Alignment Corporate Management

Model 5 Model 5
Age excl 
WorkExp

WorkExp excl 
Age

WorkExp excl 
Age

Model 5
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F) Model 5 MANOVA incl. all experience types 
 

Gender 0,078
Origin 2,196 **
Study 1,839 *
Firm 5,053 ***
Function 1,756
Managerial Level 2,294 *
Corporate Position 2,739 *
Functional Experience 1,007
Work Experience 2,025
Management Experience 1,172
Organizational Tenure 1,391
Divisional Experience 0,945
* p<0,1; ** p<0,05; *** p<0,01
F-statistics are reported based on Wilks' lambda

Model 5
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G) Nederlandse samenvatting 
 

WAAR JE ZIT IS WAAR JE STAAT 
Posities als antecedenten van management-denken over concernstrategie 

 

ACHTERGROND (H. 1-3) 

Concernstrategie heeft betrekking op de manier waarop een concern zijn portfolio van 

bedrijfseenheden beheert. De vraag of het mogelijk is voor het concern om waarde toe te voegen aan 

haar business units is een essentiële vraag in het strategische besluitvormingsproces, en daarmee een 

hoofdthema binnen strategisch management. Strategische beslissingen worden genomen door en 

hebben invloed op individuen, die hun eigen perspectieven mee nemen in het proces. Sinds lange tijd 

wordt het belang van overtuigingen en assumpties als basis van besluitvorming benadrukt door 

cognitieve wetenschappers. Juist in de laatste decennia is zowel de populariteit als de relevantie van 

cognitief onderzoek sterk gegroeid binnen het vak strategisch management. 

Het belang van de cognitie van managers in het strategieproces is het hoofdargument binnen 

upper echelons theory (Hambrick and Mason, 1984; Hambrick, 2007): managers handelen op basis 

van gepersonaliseerde interpretaties van strategische situaties. Deze theorie gaat er van uit dat de 

demografische karakteristieken van de managers als valide proxies gelden voor hun denken. De 

cognitieve raamwerken en de effecten die deze hebben op de management beslissingen worden dan 

ook gezien als een ‘black box’. De individuele eigenschappen van managers, in het bijzonder hun 

verschillende achtergronden, zouden dan als indicatoren kunnen dienen voor hun strategische 

keuzes. 

Naast deze upper echelons theory, die zich duidelijk richt op de achtergrond van managers, 

kunnen twee andere perspectieven op menselijke besluitvorming worden geidentificeerd, die andere 

antecedenten van strategisch denken en dus keuzes voorstellen. Agency theory (Fama and Jensen, 

1983; Jensen and Zajac, 2004) gaat er van uit dat managers hun verschillend persoonlijk belang mee 

nemen in hun denken, terwijl uit social influence theory (Blumer, 1969; Chattophadhay et al., 1999) 

volgt dat het denken van managers wordt ingegeven door de sociale interactie met hun collega’s. Tot 

nu toe is geen poging gedaan deze drie perspectieven te combineren. Dit onderzoek is dan ook een 

bijdrage aan het academisch veld rond cognitie en concern-strategie, door upper echelons theory, 

agency theory en social influence theory te integreren. 

Het kennen, accepteren en omarmen van verschillende management overtuigingen kan een 

positief effect hebben op waardecreatie van de onderneming. Zoals Grant (2002) het omschrijft: “die 

bedrijven die een stabiele consensus kennen over hun ‘dominant logic’ zijn beter in staat een fit te 

behalen tussen middelen, strategie, structuur, systemen en stijlen”.  Het belang van cognitie in 

concernstrategie wordt door Goold and Campbell (2000) als volgt verwoordt: “het behalen van 

synergie is lastig. Instinctieve en intuitieve overtuigingen van ervaren managers zouden veel gewicht 
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moeten krijgen. Een gestructureerde benadering die consensus teweeg brengt is dan ook vaak 

nodig”. Deze dissertatie poogt een bijdrage te leveren aan deze benadering, door allereerst in kaart te 

brengen waar de verschillen in denkwijzen vooral vandaan lijken te komen. Hierbij, zeker met het 

oog op concern-strategie, hypotiseert het onderzoek dat deze verschillen vooral gerelateerd zijn aan 

de verschillende posities die managers hebben, naast hun achtergrond. 

 

PROBLEEMSTELLING 

Omdat managers in organizaties zich begeven binnen verschillende ‘cognitive communities’ 

(cognitieve kringen - Porac and Thomas, 2002), met verschillende belangen en sociale interactie, 

zullen de persoonlijke overtuigingen van deze managers gerelateerd zijn aan die antecedenten waar 

cognitive communities een belangrijke rol spelen: de posities van managers. Het onderzoek op basis 

van upper echelons theory, veelal gebaseerd op secundaire Amerikaanse data,  heeft tot nu toe echter 

die karakteristieken die voortkomen uit de organisatiestructuur genegeerd (Carpenter et al, 2004). 

Hier valt bijvoorbeeld te denken aan de functie die een iemand heeft (e.g. in marketing, HRM, 

finance,R&D), zijn positie in de formele hierarchie en of hij/zij een positie bekleedt op het 

hoofdkantoor of juist in een van de businesses.  

Dit onderzoek beantwoordt de volgende onderzoeksvraag:  

 

 
Wat is de relatie tussen het denken van managers over concernstrategie en hun positie 
binnen hun bedrijf? 

Met het beantwoorden van deze vraag poogt deze dissertatie de volgende leemtes in het academisch 

onderzoek naar strategische besluitvorming te adresseren: 

1. inzicht in de waarde van de integratie van UE-theory met andere theorieën. 

2. inzicht in het denken van managers over concernstrategie 

3. inzicht over de invloed van positionele kenmerken van managers op hun denken 

4. inzicht in de waarde van grote steekproeven van primaire (Europese) data  

 

HET ONDERZOEK (H. 4-5) 

De hypothesen van het onderzoek beschrijven de relatie tussen drie positionele kenmerken van 

managers (hoofdkantoor tegenover business unit positie (de ‘corporate position’), managementlaag 

en functioneel gebied) en hun denken over concernstrategie. Hierbij werd gecontroleerd voor de 

achtergrond-kenmerken van managers vanuit upper echelons theory. De hypothesen worden verder 

toegelicht in hoofdstuk 4 van deze dissertatie. 

Om deze hypothesen te testen is veldonderzoek uitgevoerd door middel van een online 

assessment van de overtuigingen van managers omtrent de strategie van het concern waar ze 

werkzaam zijn. Data is afkomstig van 350 managers in 5 Europese ondernemingen uit verschillende 

industrieën. De dataset is uniek omdat de meerderheid van onderzoeken naar cognitie onder 

managers secondaire data, dan wel beperkte samples van primaire data, meestal verzameld onder 
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junior managers of MBA-studenten, heeft gebruikt. De steekproef bestaat dan ook uit senior 

managers, waaronder raden van betuur, managers van business units en afdelingshoofden, uit 

verschillende functionele gebieden, met verschillende achtergronden. Statistische analyse 

(MANOVA) is gebruikt om de onderzoekshypothesen te testen.  

 

BELANGRIJKSTE BEVINDINGEN (H.6) 

Uit de onderzoeksresultaten blijkt dat de ‘concernpositie’, een positie op hoofkantoor of in de 

businessunit, een significante relatie heeft op het denken van managers over concernstrategie. Dit 

geldt ook voor verschillende managementlagen. De verschillen in onderneming zijn echter de 

belangrijkste verklaring voor de diversiteit in denken. Ook een enkele achtergrond- kenmerken, i.e. 

hun studie richting en tot op zekere hoogte hun functionele ervaring, spelen een rol. Andere vormen 

van ervaring hadden echter geen significant resultaat. 

Oftewel, waar ‘nature’ (aanleg, bijv. demografische achtergrond) en tot op zekere hoogte ook 

‘nurture’ (ervaring, bijv. in functie en studie) van managers proxy kunnen zijn voor hun denken over 

concernstrategie, heeft het ‘nu’ (de onderneming waarvoor ze werkzaam zijn of hun positie in die 

onderneming) een veel belangrijker effect. Met andere woorden: waar je zit is waar je staat. 

 

THEORETISCHE IMPLICATIES (H. 7-8) 

De bevindingen van het onderzoek dragen bij aan de rijkheid van upper echelons theory door een 

aantal variabelen toe te voegen aan de mogelijke indicaties van strategische keuzes, namelijk de 

posities van managers - buiten hun persoonlijke achtergrond. Dit verbreedt het theoretische kader en 

bevestigd de belangrijkste assumpties van upper echelons theory. Echter, uit de bevindingen kan ook 

volgen dat de theorie wellicht toe is aan wat verfijning, met name in haar gerichtheid op het top-

management, de nadruk op Amerikaanse data en de assumpties over de ervaringen van managers als 

belangrijke indicatie van het denken van managers.  

De bevindingen versterken de notie dat dit denken wordt beïnvloed door de ‘cognitieve kringen’ 

waarin managers zich begeven. De aangetoonde relatie van strategisch denken van managers over 

concernstrategie met hun structurele karakteristieken benadrukt de waarde van het uitbreiden van 

upper echelons theory naar een all echelons theorie. 

 

PRAKTISCHE IMPLICATIES (H. 8) 

De strategische overtuigingen van managers spelen een een belangrijke rol in het strategieproces. Dit 

onderzoek maakt duidelijk waar in de ondermening de verschillen in denken over haar 

concernstrategie waarschijnlijk het grootst zullen zijn. Bijzondere praktische waarde heeft het 

aantonen van deze verschillen in concernposities (i.e. op het hoofdkantoor of op de business unit), in 

verschillende managementlagen, en, met name voor internationale bedrijven, in verschillende 

nationaliteiten. Spanningen kunnen hoog oplopen wanneer er verschillende overtuigingen zijn over 
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de toekomstige richting van het concern, terwijl een open strategische dialoog een katalysator voor 

het strategieproces kan zijn. Dit betekent dat de ontwikkeling en implementatie van concernstrategie 

niet alleen de taak kan zijn van het top management team of het hoofdkantoor. Het afstemmen van 

de strategieën van de verschillende bedrijfseenheden met het overkoepelende concerndoel is cruciaal 

in de inhoud van concernstrategie, die zowel waarde moet creëren voor de business units als voor het 

concern als geheel. Voor het strategieproces lijkt daarom het afstemmen van verschillende 

overtuigingen tussen managementlagen, nationaliteiten, business units en het hoofdkantoor minstens 

zo belangrijk. 
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