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Learning goals for today

- Understand the emotions people have towards strategy 
processes 

- How we can manage these emotions 

- Understanding of different dynamic capabilities 
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Table 1. Psychological foundations of dynamic capabilities revisited

Capability Extant psychological foundations Indicative supporting literature(s)† Revised psychological foundations Indicative supporting literature(s)

Sensing and
shaping

Opportunity discovery and
creation originate from the
cognitive and creative (‘right
brain’) capacities of
individuals, requiring access
to information and the
ability to recognize, sense,
and shape developments

Entrepreneurship literature;
organizational search (e.g.,
March and Simon, 1958;
Nelson and Winter, 1982)

Identifying and creating opportunities
through searching, synthesizing,
and filtering information stems
from the interaction between
reflexive (e.g., intuition, implicit
association) and reflective (e.g.,
explicit reasoning) cognitive and
emotional capabilities

Social cognitive neuroscience
research on the interaction
between reflexive and
reflective systems
(Lieberman, 2007)

Recognizing, scanning, and
shaping depend on
individuals’ cognitive
capabilities and extant
knowledge

Knowledge-based view of the
firm (e.g., Grant, 1996);
organizational learning (e.g.,
Levinthal and March, 1993)

Recognizing, scanning, and shaping
depend on the capability to harness
emotion to update mental
representations (e.g., dissonance
recognition) and skilled utilization
of intuitive processes to synthesize
information and form expert
judgments

Cognition and capabilities
literature (Gavetti, 2005);
affective processes in
learning (Lieberman, 2000)

Seizing Seizing innovative investment
choices requires managers to
override ‘dysfunctions of
decision making’

Classical behavioral decision
theory (e.g., Kahneman and
Tversky, 1979)

Seizing opportunities requires the
fostering of appropriate emotional
reactions to new directions

Neuroeconomics: immediate
emotions shape choice
(Loewenstein et al., 2008)

Overcoming biases requires a
cognitively sophisticated and
disciplined approach to
decision making

Classical behavioral decision
theory (e.g., Kahneman and
Tversky, 1979)

Cognitively effortful processes can
exacerbate bias—alleviating bias
and inertia requires both cognitive
and emotional capabilities

Self-regulation (e.g., Ochsner
et al., 2002) and affective
routes to de-escalation of
commitment (e.g.,
Sivanathan et al., 2008)

Reconfiguring Top management ability to
coordinate and execute
strategic renewal and
corporate change

Organizational structure and
design and strategy and
performance literatures (e.g.,
Bartlett and Ghoshal, 1993;
Chandler, 1962)

Reconfiguration requires management
of the transition and repeated
redefinition of social identities by
alleviating implicit bias and
self-regulating emotional responses
to identity threats caused by major
change

Research on the neural basis of
self and social identity
processes (e.g., Derks et al.,
2008)

† Note: the references cited in this column are taken from Teece (2007) and Teece, Pisano, and Shuen (1997).
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dimensions.21 As shown in Figure 1, the first dimension reflects the degree of 
energy (low vs. high energy) evoked by particular emotions. The second dimen-
sion, in contrast, differentiates emotions in terms of their degree of pleasantness 
(pleasant vs. unpleasant). Within this model, discrete emotion states are located 
variously in each of the four quadrants. Thus, for example, “relaxed” and “calm” 
are depicted as low-energy/pleasant emotions, whereas “stressed” and “nervous” 
are depicted as high-energy/unpleasant emotions. Generally speaking, emotions 
located in the upper left- and upper right-hand quadrants of Figure 1 engage 
decision makers actively in processing information from their environments, 
whereas emotions located in the lower quadrants are associated with withdrawal 
and low engagement. Typically, positive emotions are associated with holistic and 
creative thinking, whereas negative emotions are associated with a more critical 
and analytical approach to information processing.22

It is important to recognize that positive and negative emotions alike can 
variously aid and hinder sensing, seizing, and transforming.23 Therefore, the abil-
ity to regulate emotions is an important but often overlooked lever for enhancing 
strategic adaptation.24 Emotion regulation involves controlling which emotions 
are experienced, when they are experienced, and how they are experienced and 
used.25 Emotion regulation is closely related to the more familiar capabilities of 
self-control and willpower.26 It entails striking a balance between not letting 

FIGURE 1. The circumplex model of affect.

Source: Adapted from L. Feldman Barrett and J. A. Russell, “Independence and Bipolarity in the Structure of Cur-
rent Affect,” Journal of Personality and Social Psychology, 74/4 (1998): 967-984. © 1998 by American Psychological 
Association. Adapted with permission.



Reflection

In which organizations did you see most predominately sensing, 
seizing or reconfiguring/transforming? 
Choose one sensing, one seizing and one transforming. Discuss 
why these organizations.
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When and how can negative emotions be productive?
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positive emotions can also pose certain dangers to sensing (see Figure 2b). Feeling 
overoptimistic about the situation at hand (i.e., occupying an unwarranted position 
in the upper right quadrant of the circumplex model) can lead decision makers to 
overemphasize the potential benefits of new developments and overlook significant 
risks, with the result that minor developments are construed as major opportuni-
ties.35  Similarly, being energized by, and committed emotionally to, particular ideas 

FIGURE 2. Effects of emotions on sensing: (a) Potential benefits and (b) Potential 
dangers.

HIGH ENERGY

LOW ENERGY

PLEASANTUNPLEASANT

Greater vigilance and
detailed search

Creative generation of 
novel solutions to 
strategic problems

HIGH ENERGY

LOW ENERGY

PLEASANTUNPLEASANT

Threat 
bias and 
hyper-

criticality

Over-optimism 
and 

confirmation 
bias

(a)
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Seizing Opportunities

As illustrated in Figure 3, occupying a particular emotional subspace (e.g., 
a high-energy pleasant state or a low-energy unpleasant state) opens up execu-
tives to various benefits and dangers in seizing, some of which facilitate effective 
decision making and some of which increase the chances of falling prey to par-
ticular decision biases. Asking the questions posed in Table 3 can increase aware-
ness of how the prevailing emotions of key decision makers might be coloring 
particular investment choices.

FIGURE 3. Effects of emotions on seizing: (a) Potential benefits and (b) Potential dangers.
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Critical 
evaluation of 

strategic 
alternatives

Emotional 
engagement with 
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prospects
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Risk 
aversion and 
indecision

Disengagement 
from the decision 

process

Persisting with 
the current 

strategy

(a)

(b)
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and self-confidence can serve as resources for fostering openness and building 
psychological resilience during strategic transformation (see Figure 4a), and the 
buildup of stress concerning the inadequacies of the current strategy can create 
the impetus for strategic renewal.67

As illustrated in Table 5, the first step in managing the emotional dynam-
ics of transformation is to ask which parts of the organization are most likely to 

FIGURE 4. Effects of emotions on transforming: (a) Potential benefits and (b) Potential 
dangers.
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giving up 

activities and 
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Disinterest in 
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Lack of authentic 
commitment to 
strategic change

(a)

(b)
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a sufficient psychological mechanism for ensuring
the long-term adaptability of the enterprise. Indeed,
as we shall demonstrate, in some circumstances,
conventional approaches for augmenting strategic
cognition exacerbate the very problems they seek
to alleviate.

According to a growing body of work in social
cognitive neuroscience, a reflexive system under-
pins more automatic and basic affective forms
of social cognition, such as implicit stereotyping,
automatic categorization, and empathizing with
others, while a reflective system, a more con-
trolled system that developed latterly in evolution-
ary terms, underpins higher forms of cognition,
such as logical reasoning, planning, and hypothet-
ical thinking (Lieberman, 2007; Lieberman et al.,
2002). Within this view, the two systems operate in
a dynamic interplay, reflexion variously facilitating
and inhibiting the reflective processes underpin-
ning consciously effortful reasoning and decision
making (see also Bechara, Damasio, and Damasio,
2000).

While acknowledging the distinction between
automatic and controlled processes, neuro-
economics emphasizes the distinction between
emotional and analytical processes. Bernheim and
Rangel (2004), for example, view the brain as
operating in either a ‘cold’ cognitive mode or
a ‘hot’ emotional mode, while Loewenstein and
Small (2007) similarly distinguish between ‘emo-
tional’ and ‘deliberative’ systems. One of the
key contributions of neuroeconomics has been to
shed light on the conditions under which visceral
feelings overcome deliberative thinking in judg-
ment and decision making (for an overview, see
Loewenstein et al., 2008).1

In sum, the left-brain/right-brain cognitive sci-
ence underpinning Teece’s (2007) analysis, which
characterizes intuition and heuristic processes as
primitive sources of bias, is giving way to the
mounting evidence that less deliberative forms of
cognition are central to skilled functioning. Rather
than acting simply as a disturbance to the reflec-
tive system, to be suppressed at every opportunity,

1 Because the fields of social cognitive neuroscience and neu-
roeconomics are in their infancy, some of their conclusions are
tentative. Hence, wherever possible we avoid drawing on iso-
lated findings relating very specific neural regions to specific
behaviors. Rather, we stand back to look at the more generic
insights concerning the nature and function of multiple cogni-
tive and affective systems that are rapidly gaining widespread
support from multiple methods employed in diverse programs
of study.

affect and emotion are integral to the very nature
of cognition, infusing reasoning, learning, deci-
sion making, and action (LeDoux, 2000). How-
ever, as depicted in Figure 1, the bulk of the-
ory and research on the psychology of strategic
management has hitherto focused on but one por-
tion of the available conceptual space (i.e., the
lower right-hand quadrant of the circumplex). This
myopia has yielded an impoverished portrayal of
dynamic capabilities. Accordingly, the overarching
goal of this article is to open up the wider concep-
tual space pertaining to the cognitive, affective,
and behavioral microfoundations of organizational
adaptation (cf. Gavetti et al., 2007). To this end,
we explicate alternative psychological foundations
for the three dynamic capabilities identified by
Teece (2007) and consider the implications for the-
ory building, research, and practice.

SENSING (AND SHAPING)
OPPORTUNITIES AND THREATS

The predominance of the information process-
ing view of the firm has ensured that current
conceptions of sensing capabilities are decidedly
affect free (Day and Schoemaker, 2006; Gavetti
and Levinthal, 2000; Prahalad, 2004; Teece, 2007;
Tripsas and Gavetti, 2000). However, to the extent

Figure 1. The core dimensions of strategic cognition

Copyright © 2011 John Wiley & Sons, Ltd. Strat. Mgmt. J., 32 : 1500–1516 (2011)
DOI: 10.1002/smj
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& van Riel, 2001; Wan-Huggins, Riordan, & Griffeth, 1998) and predictors that are germane
to various forms of organizational attachment, such as autonomy (Russo, 1998) and support
(Wiesenfeld, Raghuram, & Garud, 2001).11 Although SIT/SCT essentially defines individual
differences away (by arguing that self-categorization is triggered by situational cues and that
the individual is enacting a depersonalized social identity and by implicitly regarding iden-
tification as situated rather than deep; see Mayhew’s, 2007, critique), research has shown
that need for identification (Glynn, 1998; Kreiner & Ashforth, 2004; Mayhew, 2007), need
for affiliation (Wiesenfeld et al., 2001), sentimentality (Mael & Ashforth, 1992), psycho-
logical ownership (M. D. Johnson, Morgeson, Ilgen, Meyer, & Lloyd, 2006), collectivism
(Gundlach, Zivnuska, & Stoner, 2006), gender (Lucas, 1997), biodata (Mael & Ashforth,
1995), organizational tenure (Riketta, 2005), and person–organization fit (Cable & DeRue,
2002) may predict bottom-up identification.

Although instructive, these variables capture relatively static predictors and not process;
that is, they provide pictures of the surface of an ocean wave, not the undercurrents that
formed it. In contrast, some studies have sought to capture these undercurrents. For example,
Pratt’s (2000) study of Amway reveals how organizations can use sensebreaking and sense-
giving to strip away individuals’ old identities and establish new ones. Similarly, at the indi-
vidual level, Ibarra’s (1999) study of consultants and investment bankers illustrates how
professionals develop new identities by trying on possible selves and seeing how they fit in
much the same way one tries on clothing. Here, our discussion of sensebreaking and sense-
giving highlights top-down processes that organizations use to manage OI, whereas our dis-
cussion of enacting identity, sensemaking, and constructing an identity narrative emphasizes
bottom-up processes individuals use to negotiate OI.

Ashforth et al. / Identification in Organizations 341

Figure 2
A Process Model of Identification

 at UNIV OF COLORADO LIBRARIES on August 29, 2012jom.sagepub.comDownloaded from 

Different ways of leading
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Why are emotions managed differently in these organizations? 
List three ways (for both organizations) in which identities 
change. 
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dimensions.21 As shown in Figure 1, the first dimension reflects the degree of 
energy (low vs. high energy) evoked by particular emotions. The second dimen-
sion, in contrast, differentiates emotions in terms of their degree of pleasantness 
(pleasant vs. unpleasant). Within this model, discrete emotion states are located 
variously in each of the four quadrants. Thus, for example, “relaxed” and “calm” 
are depicted as low-energy/pleasant emotions, whereas “stressed” and “nervous” 
are depicted as high-energy/unpleasant emotions. Generally speaking, emotions 
located in the upper left- and upper right-hand quadrants of Figure 1 engage 
decision makers actively in processing information from their environments, 
whereas emotions located in the lower quadrants are associated with withdrawal 
and low engagement. Typically, positive emotions are associated with holistic and 
creative thinking, whereas negative emotions are associated with a more critical 
and analytical approach to information processing.22

It is important to recognize that positive and negative emotions alike can 
variously aid and hinder sensing, seizing, and transforming.23 Therefore, the abil-
ity to regulate emotions is an important but often overlooked lever for enhancing 
strategic adaptation.24 Emotion regulation involves controlling which emotions 
are experienced, when they are experienced, and how they are experienced and 
used.25 Emotion regulation is closely related to the more familiar capabilities of 
self-control and willpower.26 It entails striking a balance between not letting 

FIGURE 1. The circumplex model of affect.

Source: Adapted from L. Feldman Barrett and J. A. Russell, “Independence and Bipolarity in the Structure of Cur-
rent Affect,” Journal of Personality and Social Psychology, 74/4 (1998): 967-984. © 1998 by American Psychological 
Association. Adapted with permission.
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As we broaden the formulation of identification, the next concentric ring in Figure 1 includes
the major content of the identity—namely, values (I care about B); goals (I want C); beliefs (I
believe D); stereotypic traits (I generally do E); and knowledge, skills, and abilities (I can do F).7

These are the central, distinctive, and more or less enduring attributes that constitute identities
in organizational contexts—what it means to be A—such that identification implies an accep-
tance of those attributes as one’s own. The more an individual actually embodies those attrib-
utes, the more prototypical he or she is said to be (e.g., Elsbach, 2004). Identification thus
renders the individual into a prototype of the collective or role: “I, as a member of Google, am
bold and innovative.” The clause, “as a member of Google,” is significant: Identification only
influences thought, feeling, and action when the associated identity is salient, that is, situation-
ally relevant and subjectively important (Ashforth, 2001; cf. Blanz, 1999).

The ring between “I am” and “I care about/want/believe/generally do/can do” is dotted to
signify that organizationally based identities—and, therefore, identifications—typically but
not necessarily include each of the content attributes. Why not necessarily? The attributes
may not be densely articulated or they may be unclear, emergent, in flux, conflicted, tacit,
espoused but not enacted, and so on such that in identifying with the collective or role (I am)
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Figure 1
Identification: A Fuzzy Set
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be affected adversely by the proposed changes and in what ways will those 
changes affect the personal and social identity concerns of key stakeholders—
senior managers, middle managers, technical staff, and beyond. It is important 
to recognize that people identify not only with the distinctive character of the 
organization as an entity but also with its business units, departments, and 
products/services.68 As people internalize these various identities as part of 
their sense of self, they become psychologically attached to them. Hence, 
changes that potentially threaten the viability of the social units with which 
particular colleagues identify most strongly will raise identity concerns that 
trigger defensive reactions directed toward self- and collective preservation. For 
instance, changes to organizational structures or physical locations trigger iden-
tity threats by threatening personal relationships, while changing what people 
work on—products, services, platforms, ideas—can similarly threaten enduring 
professional identities.

The second step is to ask what type and strength of feeling is likely to result 
from the anticipated identity threats, as indicated in Table 5. In no small part, this 
will depend on how strongly key players are identifying with the aspects of the 
organization that must be reconfigured and the size of the “identity gap” between 
prevailing identities and new ones implied by the change. To minimize such del-
eterious consequences, it is crucial that colleagues are able to see a viable means 
of connecting their existing identities to the firm’s proposed new direction.69 For 
instance, when colleagues identify strongly with a part of the business that is to be 
transformed and the identity gap is unclear, identity threat is likely to heighten 
stress and anxiety and mobilize defensive responses, as people seek to protect 
their identities. Alternatively, when the identity gap is so great that colleagues 
cannot see how their identities will be relevant in the future, identity threat is 
likely to cause sadness and depression, and they will be inclined to resist changes 
more passively.70 In situations where the strength of identification is lower and/or 
the identity gap is small, the individuals affected are unlikely to sense a threat to 
their sense of self. As such, they are likely to feel content but lack the authentic 
commitment and urgency required for strategic transformation (as shown in 
Figure 4b).

TABLE 6. Regulating Emotion to Accelerate Strategic Adaptation: Transforming.

Emotional Challenges
Emotion  

Regulation Needs Practical Illustrations

Reducing resistance to 
identity-threatening 
strategic change

Down-regulate identity-
threatening anxiety, up-regulate 
positive self-worth

Use self-affirmation to up-regulate 
positive emotions by affirming and 
bolstering enduring aspects of identity 
that fit with the proposed changes 
in the firm’s strategic direction.

Create opportunities for collective 
affirmation, sharing stories of 
identity-affirmation from previous 
strategic changes.
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Provisional Selves 

and possible selves as mechanisms that regulate links and 
iterations among adaptation tasks. 

Figure 1. The adaptation process. 

ADAPTATION PROCESS* 

Situational Influences 
* Job requirements, 

including display rules 
* Socialization practices . 

* Role-modeling Adaptation Repertoire 
relationships 

Possible selves with skills, 
attitudes, styles, and routines 
corresponding to possible 

Individual Influences selves in the new role 
* Trait, ability, motives 

* Self-conceptions 
* Past experiences 

AdaptationTasks 
Possible Adaptation 

Variation Variation Outcomes 
Creation * Role prototyping Retention * Speed of 
Process * Identity matching Process adaptation 

* Degree of self- P concept change 

* Degree of role 
innovation 

Experiment with Evaluate Provisional eEfcieesi h 
Provisional Selves Selves* Effectiveness in the 

* Imitation strategies * Internal evaluation 
* True-to-self strategies * External evaluation 

*The bracketed portion of this model corresponds to the empirical study reported in this paper. 
Categories outside the bracketed ones represent suggested directions for future research. 

The results of this study suggest the rudiments of a concep- 
tual model, which is depicted in figure 1, and several promis- 
ing directions for future research in this area. The model 
suggests that the adaptation process is characterized by it- 
erative cycles of observation, experimentation, and evalua- 
tion. Performance of these tasks varies by individual and is 
guided by an adaptation repertory that expands and con- 
tracts as the process unfolds. These repertoires mediate the 
relationship between situational and individual influences, on 
one hand, and identity-construction processes, on the other. 
Future research is needed to discern how characteristics of 
antecedents and identity-construction strategies affect the 
creation and retention of possible selves in the new role. 
Such studies may shed new light on the interactive pro- 
cesses that shape outcomes such as the speed of adapta- 
tion, psychological discomfort incurred, and the balance of 
influence between self and role demands that characterizes 
the negotiated solution. 
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Learning goals for today

- Understand the emotions people have towards strategy 
processes 

- How we can manage these emotions 

- Understanding of different dynamic capabilities 
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