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How does team composition influence TMT
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Upper Echelons: The Organization as a Reflection of Its Top
Managers Author(s): Donald C. Hambrick and Phyllis A. Mason
Source: The Academy of Management Review
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Board Processes
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Daniel P. Forbes and Frances J. Milliken, Cognition and Corporate
Governance: Understanding Boards of Directors as StrategicDecision-Making
Groups, Academy of Management Review, http://www.jstor.org/stable/259138



TABLE 1

The Effects of Board Demography on Board Processes

ob-Related
Diversity

P{portion of

Board Process Outsiders
N Se——
Effort norms No hypothesized Positive Negative No hypothesized
relaticaship relationship
Cognitive conflict Positive Positive Positive Negative
- c—
Presence of functional area Positive No hypothesized Positive No hypothesized

knowledge & skills

Presence of firm-specific
knowledge & skills

Use of knowledge & skills

Cohesiveness

No hypothesized
relationship

Negative
*

Negative

relationship

Negative
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Daniel P. Forbes and Frances J. Milliken, Cognition and Corporate
Governance: Understanding Boards of Directors as StrategicDecision-Making
Groups, Academy of Management Review, http://www.jstor.org/stable/259138
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https://www.sciencedirect.com/science/article/pii/S1048984321000163?casa_token=LDJj-

1jPRrQAAAAA:Y82sJBFOJ3AW5X40AVtbJe24-aScr5Y32_f1mf3L6Hczy9sG_SyJLRHYagr1jhB3TVkslovoiKw



A

Aalto-yliopisto
Aalto-universit(
Aalto Universit

or Absence, of the Four Elements)

Independence: Ability to be objective
o Is the director currently or formerly an employee of the company?
¢ Does the director have family or personal ties to the CEO?
e Does the director have any material business connection to the company?
e Was the director selected during the current CEO's tenure?
If so, was the CEO on the nominating committee?
e Is the director currently a CEO of another company?

X

Expertise: Ability to comprehend the issues at hand
e What are the director's areas and levels of formal education and certification
(e.g., CPA, CFA, Ph.D.)?
e How many other public company boards has the director served on?
® What types of issues/challenges has the director faced on other boards
(e.g., CEO succession, large acquisitions, etc.)?
® How much experience does the director have in the focal company’s industry?

X

Bandwidth: Ability to devote requisite time and attention
e Is the director fully employed elsewhere? If so, how demanding is that positon?
e How many other boards does the director serve on? (optimal number will depend
on full-time jobs elsewhere)

X

Motivation: Eagerness to exert oneself on behalf of shareholders
® Does the director have a meaningful ownership stake in the company?
e Does the director psychologically identify with being a director?
e Does the director identify with shareholders by virtue of significant experience as

an investor or venture capitalist?

High likelihood of being an effective monitor in a given domain

The Quad Model for Specifying the Ideal Monitor (Along with Possible Tests for the Presence,

K

Hambrick, Masingyi & Park, 2018,

THE QUAD MODEL FOR IDENTIFYING A
CORPORATE DIRECTOR’S POTENTIAL
FOR EFFECTIVE MONITORING: TOWARD
A NEW THEORY OF BOARD SUFFICIENCY
Academy of Management Review



How have these dynamics played out in your
group assignments?
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Observations on Structural Differentiation:
Sources and Implications

Previous research has repeatedly demonstrated a
link between structural autonomy and innovation
(Christensen, 1997; Tushman & Anderson, 1986;
Tushman & O’Reilly, 1996). The current study
helps expand understanding of the forces that lead
to the decision to structurally separate a new ven-
ture. The data show that outside influence shapes
the choice to structurally differentiate (Proposition

The study also provides a more refined view into

the mechanisms by which structural autonomy

helps relax routine rigidity. The data confirm that

outside 1ntluence, structural independence, and
opportunity orientation combine to relax routine
rigidity and encourage innovation (Proposition 5).

3) and that structural differentiation cultivates an
environment in which managers are more likely to
turn their attention to the independent opportunity
associated with a discontinuity (Proposition 4).

Conversely, when the companies studied here did
not access outside influence and remained inte-
grated and focused on the threat to the parent organ-
ization, the rigidity was perpetuated. Again, note that
the role of structural autonomy is consistent with
existing structural arguments regarding innovation
(Christensen, 1997; Tushman & O’Reilly, 1996). But

And while outside influence does appear to be
linked to the decision to separate a venture from its
parent, there are still questions as to why some of
the newspaper companies studied here incorpo-
rated such external influence, while others did not.

what makes the observations in this study unique 1s
how structure was seen to be the mechanism that
decouples resource and routine rigidity. The data

show that structural autonomy allows threat and op-
portunity cognition to have different impacts on dif-

ferent parts of an organization simultaneously—
threat framing overcomes resource rigidity in the
parent, while opportunity framing eases routine ri-
gidity in the autonomous venture. Structure’s decou-

pling role further reinforces the key contribution of
the study: the recategorization of inertia into resource
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Gilbert, 2005, Academy of

Management Journal, pp. 759-760



The data show that the differentiated structures
helped to create environments where motivation
could be built entirely around the separate oppor-
tunity that existed for the online model. “When we

simply changed our name from the newspaper
name to ‘the city.com’ ... it changed people’s ex-
pectations of what would be on the site. This, in

In the four sites that did not differentiate their
ventures from the parent organizations, managers
continued to be preoccupied with the threat to their
organizations. The vice president of the Expositor B
insisted, “We continue to see this as a way to pro-
tect classifieds, and that if we don’t do it someone

turn, changed how people 1n our online organiza-
tion viewed who they were and what they were
producing.” The new president of the Beacon Com-
pany’s new media group observed, “Now that we
are separate, we own the opportunity in a way we
never did when we were still with the newspaper.”

Even as the concept of the opportunity was chang-

ing in the differentiated units, the parent organiza-
tions remained focused on the threat to the core
business; discussions there centered on cannibal-
ization and the inevitable path of digital media.

else will.” Comparing the sites that separated with
those that remained integrated reveals that oppor-
tunity perception emerged only where there was
structural differentiation. Table 8 summarizes com-
parative data for Proposition 4.

Not only did outside influence and structural
differentiation help to decouple the cognitive per-
ceptions in the newspaper organizations from those
in the online venture, but also all three of these
variables were correlated with relaxed routine ri-
gidities. This relaxation was driven largely by the
effect of each of these variables on the three inter-
mediate behaviors that increase routine rigidity.

“This,” cautioned one CEO, “could be the death of
our entire franchise.” That threat perception re-
mained high in the newspaper organizations was a
critical factor in overcoming resource rigidity, but

For example, structural autonomy lowers the ten-
dency for a parent organization to assert authority
over a new venture. Structural autonomy expanded
the ability of venture management to run local ex-
periments that would not have been possible in a
world of business model and product templates.
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Gilbert, 2005, Academy of
Management Journal, pp. 755
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Vuori & Huy, 2016, Administrative Science Quarterly



In two weeks...

Conceptual  Company Own
logic example example
o Why and how Al could help organizations 5 3 o
overcome the challenges in strategy making
identified during this course? Why?
o What do you believe would be most challenging 5 3 2
in actually implementing Al in strategy making?
Why?

o To answer both questions, please provide
conceptual logic, company examples, and
examples from your own experience (work
related or not).
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