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INTRODUCTION

Before engaging into theoretical building and empirical analyses, | wdelddielicit two of
the premises that motivatelig dissertation. My interest the topic of CEO Resilience was
sparked by the consideration that (1) firms have to navigate through increasingly troubled

seas and (2) captain(s) at their helm have a ogialy to head them through the storm.

First, corporations have nowadays fewer safe ports to hide and have to face
unexampled upheavaldamel and Breen (2007) stress that the acceleration of chavities
pace following exponential patteroauses drastireduction of company lifespan. Coupled
with fiercer competitive intensitymore powerful customers ardwer barriers to entry
increased complexity and untanty engendeunprecedented turbulent environments. As a
result, they are very difficult toad. One statistics captures this efféetiore than half of the
companies that were industry leaders in 1955 were still industry leaders in 1990. Yet, more
than twaethirds of market leaders in 19%0 longer existed by 2004Bower, 2007). While
describng those changes is beyond the scope of this paper, one consideration appears

warranted: this trend towards increased pressure is likely to last.

Second, making sense of tewategicsituation and settinghe direction to follow
appearas a crucial andhallenging mission for the organizations apex. My initial and pre
doctoral program feeling was that, though constrained, top executives made a difference.
Confronted to different practices within two stores of the same chain in France, | had come to
identify that the different experiences felt by the customers, the different climates within the
workforce and the different financial results were not due to the display and assortment of
products, which were similabut to the willingness and drive of thespective management.

A strong advocator of Deming (1982), | walsen keen on pinpointing management
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fallacies. Fornot considering top executive and espiy CEOs as afpowerful, |
neverthelesacknowledged that they enjoyed some latitude and exersised influence. As

an employee, | also experienced how the involvement of the-fGt@ler of a headhunting

firm in the City, greeting his employee at 7 a.m, was inspiring and commanding some respect
and how his retirement, coupled with more proadrégen practices, affected headhuntersO
morale. In a nutshell, 1 was intuitively laying towards the thesis that top management
mattered; a belief that has, since then, become a conviction thanks to my confrontation with

different theories and empirical research.

Top executives and more particularly CEOs have been under scholar scrutiny for
decades. The function and the tasks they perform are well documented and our understanding
evolved from the conceptualization of remote decisi@kers preoccupied with bigtamns
(Fayol, 1949; Barnard, 1938; Selznick, 1957) to multitask agents endorsing a variety of

activities, roles and responsibilities (Mintzberg, 1973; Kotter, 1982).

During the Cambrian explosion of Organizational Theory in the 700s (Davis &
Marquis, 208), emerging theories tended to downplie influence of top executives:
Population ecology (Hannan & Freeman, 1977), -Nestitutionalism (Meyer & Rowan,

1977; DiMaggio & Powell, 1983) and to a lesser extent resource dependence theory (Pfeffer
& Salancik 1978) emphasized respectively the importance of environment shifts, isomorphic
forces and critical resources in sealing organizationsO fate. In their respective frameworks,

CEOsO role was considered incidental (if considered at all).

The pendulum swunback in 1984 with the seminal paper of Hambrick and Mason,
which initiated a strong research stream in stiatégedership built upon theif'upper
echelons perspectiVe Following their call researchers have since then investigated and

documented the ipact of various CEO characteristics on organizational outcome and

III‘.



INTRODUCTION!

brought significant empirical support for their effect on firm performance and strategic
outcomes. Among the personality characteristics that baen documented to mattesnbe
inventoriedlocus of control(Anderson & Schneier, 1978, Miller, Kets de Vries & Toulouse,
1982E), hubris (Hayward& Hambrick 1997),charisma (Fanelli, Misangyi & Tosi 2009;
Flynn and Staw 2004; Tosi, Misangyi et,&004).overconfidence(Malmendier & Tate,
2005, 2005b) ornarcissism (Chatterjee & Hambick, 2007, 2011).None in this list
addresses specifically a characteristic, which proves crucial in the current context of

heightened pressure and str&é380 Resilience.

Benefiting from previous researchespisychology, which documented that resilience
is "ordinary magit (Masten et al, 1990; Vaillant, 1993), developable (Reivich & Shatte,
2003; Coutu, 2002; Seligman, 2011), and results from the interactions between the resources
of the individual and those dfis/her environment (Werner & Smith, 1982; Masten et al,
1990; Cyrulnik, 1999; Luthar et al, 2000), | do not conceptualize resilience as a trait
(Anthony, 1974; Block & Block, 1980Peterson et al, 20p®ut as a positivequasi state
capacity (Luthansteal, 2005; Luthans et al, 2006; Youssef & Luthans, 20B@llowing the
cdl of Carmeli, Friedman and Th¢er (2013) to adopt a nuanced view of resilience, resilience
is defined, in this manuscript, #se capacity of a CEO to hold well under pressure and
display sustained competence under stresShere are thus two dimensions in this
definition (1) a capacity to absosirainand(2) a capacity to recover and adjust positively to

difficulties (Carmeli et al, 2013).

For having been, at the individual &yan intense object of study in psychology since
the 700armezy, 1974; Anthony, 1974; Werner & Smith, 198g2rulnik, 1999; Luthar et
al, 2000, and having been, at the organizational level, heavily researched to understand how

firms and communitiesesist to crisis and traumatic event (Dutton et al, 2006; Powley, 2009;
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Waldman et al, 2011), CEQesilience has been comparitevely less researched in
management studieand Luthas and Youssef (2007) stressed thesilence was'just
emerging in the managent literature. Some recent publications have focused on some
determinants of TMT resilience (Carmeli et al, 2013; Stephens et al, 20d 3he only study
pertaining to CEO resiliency (portrayed as a trait and based on cross sectional ddta)evas
by Peterson et al (2009); howevethis trend of integrating literatures from both
psychological and management strands on the matter is nascent and researchers have paid to
date scant attention to CEO resilience and its eiféld be honestsome authors ha
pinpointed resilience and attributed CEOsO success toesibénce (Siebert, 200K anter,
2006; James & Wooten, 2010E); Al Siebert (200f8) instancesuggested that the curiosity
and resilience of Lee laccoca played a role in his turnaroundysi@r in the early 900s.
However, this claim resembles more a speculative insight and a systéongiitidinal
empirical investigation of CEO resiliengapact is missing. It seems all the more unfortunate
since CEOsO exposure to stress istriial, and their capacity to hold well under pressure

and enjoy sustained competence is likelgffecttheir organizations.

By focusing onResilience this dissertation extends the UppeiEchelons line of research
and sheds ight on a capacity, whichproves invaluable in times of uncertainty, rapid
change and pressure. This doctoral thesis revolves around the following broad research

question:

Does CEO resilience matter?

In investigating CEO resilience, | considered two distinct research approaches anedassess

each to its clarity, consistency, and applicability.
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A first approach would investigate the determinants and processes at play in CEO
resilience. The objective of such research would be to identify protective/vulnerability factors
and answer the folleing questionwhy do some CEOs display resilient tragtes while
some other do not¥lethodologically, | would need to replicate previous studies conducted
on resilience and resort to variabknd/or personbased approach. In the first instance, |
would use multivariate regression modedsich as those proposed by Garmezy et al (1984)
and in the second caskewould need to identify a group of CEOs who experienced high risk
and achieved high competence and compare them with other groups varyingemihe
dimensions. Ahough such research agendauldomainly contribute to research on
resilience and generate some guidance for intervention, gaining access to CEOs and working
with them through questionnageand interviews mmain extremely difficult ad a pure

psychological approachiould limit my contribution to management research.

A second approach would focus on the consequences of CEO resilience and the
impact of this personal characteristic on different organizational level variables. Invegtigati
how executive cognition, values and personality affect organization performance represent
the cornerstone of tH&JpperEchelons or "Strategic leadership research agead Working
on resilience impactprovides an apportunityfor interesting linkages ith different
organisation theories and a possibility to groumy reasoning and contributions in
management research. Recent methodology advancement, which couple the usage of
unobstrusive indicators with reliable psychological scales, renders the condarcfescale
panel analysis based on secondary data feasible. This possibility alleviates the concerns of
working directly with CEOs. The objective of my thesis, which adopts this second approach,

is thus to answer the following specific questions:

1) What impact does CEO resilience have on firm performance? Do firm features and

environment characteristics moderate this relationship?
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2) What impact does CEOs resilience have on their strategic choices and more
specifically on strategic dynamism? Does environmhenunificence moderate the
effect of resilience on external strategic dynamism? Is strategic dynamism

mediating the relationship between CEO resilience and firm performance?

3) How can we conceptualize the diffusion of CEO Resilience both internally and

extanally in times of crisis?

It is organized as follows:

-In chapter 1, Icontextualize my researchby reviewing (1) past upper echelons
literature contributions and (2) resilience literature in order to circumscribe the construct. As
| import the concepirom the field of psycholog®where it was mostly applied to children in
a private sphereto the field of strategic leadershippvhere it is applied to well seasoned

executive in a professional spheriehad to proceed with care and caution.

-In chapte 2 (essay 1), | examin¢he impact of CEO resilience on firm
performance and the moderating role of firm featur@gsvel of slack and diversificatiomnd
environment characteristicémunificence, dynamism and complexityAfter proposing
hypotheses rootein resource dependence theory, | test them based on a sample of S&P 500
CEO over a 5ear period [20022006]. | find substantial and robust support for my main
hypothesis ; that of a curvilinear relationship (invettedhape) between CEO resilience and
firm performance. Environment complexity strengthens this relationship and potential slack

inverts the relationship in case of high potential slack.

-In chapter 3 (essay 2), | mowee step closer to the CEO andtudy the impact of
CEO resilience on his/ler strategic choices by adopting strategic dynamisras object of
study. | hypothesize that CEO resilience relates to strategic dynamism followirghape

pattern and find significant support for this link, be it for internal strategic dynamism or
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externa strategic dynamism. | however do not find any evidence of an internal strategic
dynamism mediating effect between CEO resilience and firm performance. Once again these

hypotheses are tested resorting to a panel data of S&P 500 CEOs from 2002 to 2006.

-After demonstrating that CEO resilience mattered as it affected both firm
performance and strategic dynamism, | turn my attention to the intricacies that account for
such an outcome. Chapter 4 (essay 3) presetiisaaetical model eliciting the different
steps and mechanisms at play the diffusion of CEO resilience both internally and

externally in times of crisis.

-Finally, Chapter 5 summarizes the thesis reseach objectives and its main
contributions addreses limitations inherent to this work and piesian agenda for future

research. Lastly, some managerial implications are put forward.

In sum, this dissertation contributes to the strategic leadership literature by
documenting and quantifying the impact of CEO resilience on (1) their organization
peformance and (2) their siiegic choices. Rooted in uppechelons and resource
dependence theorin(essay 1) as well as in uppahelons, behavioral theory of the firm and
attention based view (in essay 2), it provides the limsgjitudinalempiricaltests to date of
CEO resilience influence. As such, it expands our knowledge of CEO behaviors and actions
under challenging conditions. To do so, | take full advantage of resilience measuring scales,
which provide a reliable and valid means to assessithgilsO resilience capacitiéfsthe
first two essays establish that CEO resilience does matter, the pghper adopts a
contingency based approach, opens the black box and pinpoints two paths through which,

CEO resilience travels towards crisis handkfigctiveness.

Two caveats should be introduced hegpertaining respectively ot this dissertation

epistemology and format:
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First, this thesis adopts a positivism philosophy and follawslain hypo deductive
research strategyBlaikie (2013 proposs that adeductive strategy follosvsix sequential
steps, namely (1) put forward a tentative idea, a conjecture, a hypothesis or a set of
hypotheseshat form a theory, (2) based on previous literature or previously accepted
hypotheses, specify the conditiomsder which the hypotheses are expected to hold, deduce
testable propositions, (3) examine the conclusions and logic of the argument that produced
them; asseswhetherit constitutes an advance in our understanding and if so move to next
step, (4) test thdypotheses by collecting appropriate data to measure the concepts and
analyze the relationships between variables (5) if the test fails, i.e. the data are not consistent
with the conclusion, the theory must be false and the original conjecture shoelgdied
and (6) if the data are consistent with the theory, the theory is temporily supported. It is
corroborated but not proven to be true (Popper, 1938 .first two essays (chapter 2 and 3)
specify and put to the test different propositions linkingOCEesilience to specific
organizational outcomes: the process | followsdctly met the successive stelged by
Blaikie. Theorieshypotheses werigamed well in advance of any kind déta gatheringand
the resrt to secondary data and panel daddistical analysis is fully in line with my research
orientation The third essay (chapter 4) also adopts a deductive stance but given its
conceptual nature, it integrates different theories to make sense of CEO resilience impact in

times of crisis and gaeeall the way from step 1 to step 3.

Second, my dissertation follows a thiessay format. While the three essays are
related, to th extent that they answer my broad research questah cotribute to a
consistent research agemdated in upper echabs, they nonetheless represent thstend-
alone pieces This implies that each of these pieces sheds a slightly different light on CEO
resilience impact and thus adoptfeatient magnification glassel.translates into the use of

different theoreticaldnses across papers (resource dependence theory for essay 1, attention
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based view for essaydhd two contingency theories for essayaBd theoretical consistency
is ensuredwithin each essayMoreover, my two empirical papers share some similarities
metlodologically wise and someections such asaviable operatiori&ation, estimation

methods or limitationseed to be restated amill thus appear redundant
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Figure 1-Summary of the Doctoral Thesis Structure

Does CEO Resilience matter? An Upper Echelons Perspectivs

?2)1C451&3,=883-51&8*2<&(*)9+2C1&*81)3*-E)1

¥ CEO experiencebg it Education, Functional background Benure and personalityl{e it Locus of Control,
Hubris, Charisma, or Narcissignimpact the performance of their organizations.

¥ Those CEO characteristics also imp&it strategic path of actios{rategic Dynamism, Acquisition Premium,
R&D Intensity, Build or Harvest Strategy).

¥ There are no longer calm seas for CEOs and the amount of presguheteeto face has heighteneing
pressure, broadened scope and iasee complexityE)

¥ Resilience, defined as the capacity to hold well and display sustain competence under stress, has been
conjectured by few authors to be crucial to lead in todayOs troubled seas. Yet, this idea has not been pulf |
fore and ndongitudnal andempirical test has been produced to date.

! ! !

Essay 1: Empirical Paper Essay 2: Empirical Paper Essay 3: Theoretical Paper
What impact does CEO Resilience What impact does CEO Resilienceg How can we conceptualize the
have on Firm Performance? have on his/her strategibaices diffusion of CEO Resilience botH

and more specifically on strategic internally and externallin times
Do Firm featuregFirm Slack and dynamism within and outside the of crisis?
Diversification leveland firm?
Environment Characteristics
(Munificence, Dynamism and Does environment munificence
Complexity leveljnocerate this moderate the effect of resilience on
relationship? external strategic dynamism?
Is strategic dynamism mediating tH
relationship between CEO
Resilience and FirrPerformance?

WX&D30+ K&5E)&5128 B98¢ WXQ@29+,K&2,)&15)(&-421)*& WX&(),+ K&5E)&F43-08&2"
5E)&\(()*&$-E)42,1&-E3&," 5E)&#S%"

Main Results: CEO Resilience matters.

1-CEO Resilience effect on Firm Performance follows an inverted U shaped pattern. Environment Comple
strengthens this relationship and Potential Slack invagsetationship in case of high Potential Slack.

2-CEO level of Resilience impacts Strategic Dynamism in such a manner that low and high resilient CEO¢
higher Strategic Dynamism than moderately resilient CEOS (U shaped pattern). External Siyatagism
mediates the relationship between CEO Resilience and Firm Performance.

3- The diffusion of CEO resiliende times of crisiswithin and outside the organization follows different paths
which, in fine, account for the effect of CEO Resilience&Coisis Handling Effectiveness
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CHAPTER 1

TAKING STOCK OF PRIOR ART:
AT THE CONVERGENCE OF TWO RESEARCH STREAMS

1 THE CENTRAL ROLE OF CEOS, AN UPPER ECHELONS
PERSPECTIVE

The upper echelons perspective stipulates that top executives, through their
personality, values and cognition, hawe strong influence on their orgaationsO
performance. The modgiresented by Hambrick and Mas(iB84) and by Finkelstein and
Hambrick (1996) illustrates a linear informatieprocessing model. It relies on the
assumption of bounded rationalitimon, 1957; Cyert & March, 1963and starts with an
information overload situation. When top managers contemplate a strategic environment
which emit numerous, complex and ambiguous stintiéy neither have the time nor the
ability to comprehend the whole wdtion. In their field of vision, which is limited, they
select bits of information and interpret them. Their personality, cognition and values play a
major role in this filtering process that determines the strategic choices they make, and these

choicesin fine, affect their organizationsO performance.

To this extent, organizations reflect their top managers. Hambrick & Mason (1984)
therefore suggest (1) that to understand why organizations behave the way they do, attention
should be devoted to undenmstipeople at their helms, (2) that this quest, demographic
variables can be used as proxy for executive cognition and (3) that adopting the top
management team (hereafter referred to as TMT), rather than the CEO, as a unit of analysis

offers better prdiction of organizational outcomes.

In line with early organizational theorists (Fayol, 1949; Baindr938; Selznick,

1957), upperechelonstheorists consider that top executives matter and strongly influence
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their organizationsO fate and performanteugh intuitively appealing and prevalent from
the 400s to the 600s, this view wamesmes contested and the uppehelonsperspective
came to contrasiith a fair amount of research that paittléi respect to top executives,
namely Population Ecologits (Hannan and Freeman, 1977) aNdw InstitutionalistqDi

Maggio and Powell, 1983).

Population Ecologists contended that an organizationOs fate depended much more on
environmental constraints than on the arbitrage made by their top exec(ives. treir
focus on comparngnvironment interactions, they were prompt to highlight internal and
external constraints that restrict the latitude top executives enjoy. They claimed that

organizations were in essence inertial and that top executive influence vgasainat best.

Stressing the prevalence of OlegitimacyO in business life, New Institutional theorists
(Meyer & Rowan, 1977; DiMaggio & Powell, 1983) proposed that Oisomorphic forcesO were
at play and that industry norms significantly influenced man&yeasirse of action. Pressured
to appear rational and fearing to break stringent norms and conventions, top executives were
likely to conform to their peer common practices. Those strong mimetic forces were to cause
a fair amount of homogeneity in a givemdustryOs top executive population; hence, top
executive personal differences were considered as poor predictors of the variability withnessed

in organization outcomes.

These claims received empirical support in two heavily cited studies: Lieberson and
O@onnor studyof top executive in large US corporatiofi®72 and Salancik and Pfeffer
paper about US city mayo(4977) Both studies documented that leadership accounted for
less than 15 % of the firm performance or of the city hall expenditure varidtioa
replication of Lieberson and OOConnor study however, Weiner and Mahoney (1981) failed to

corroborate the findings and showed that OstewardshipO actually accounted for 44% of the
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Taking Stock of Prior Art: At The Convergence of Two Research Stteams
variance in profitability for major US firms. The discussion concermmgpirical findings
and their validity should not however obfuscate the major theoretical divergences between
upper echelons, population ecology and new institutithreadrists that remain vivid and

stems from their focus on different level of analysis.

In 1987, Hambrickand Finkelsteinproposed that the concept of Omanagerial
discretion® could bridge the differences among the three orientatioosuagrovide a
grounding for synthesis. Managerial discretion, which reflects the latitude of action an
executive enjoys, was proposed to result from three set of factors: the task environment
(echoing the major preoccupation of population ecologists), the internal organization
(echoing somehow the new institutional focus) and the managerial charactergtmsde
the major focus of uppechelongheorists).They suggested that the discretion level enjoyed
by CEOs would determine whether personal characteristics are reflected in organizational

outcomes and the magnitude of such influences.

Thirty years agr Hambrick and MasonOs seminal publication, the wgpezions
perspective has received tremendous empirical support shanivcallythat top managers
do make a difference. Numerous studies have investigated the ®E0dsp Executive
Experience and CEOQ- or Top Executive Personality traitsOimpact on organizational
outcomes and found conclusive eviderceview some of these studies dealing with CEO

characteristics hereafter

CEO experience and CEO personality represent two pillars on whichipiber
echelonsliterature appears to stand. CEOsO perceptions of their environment and the
unfolding filtering process are acknowledged to be influenced by CEOsO- vahaeshey

aspire to or what they find desirable in the broader social systdrir cognitionBwhat they

Another part ofhe uppeechelonditerature focus on TMT; a focus that doex guite fit in the scope of my reseamfoject. For a TMT
review, see for instanceCarpenter et al (2004)).
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know and how this knowledge w@ganized, and their personalityp their ingrained
dispositions. On the one hand, CEGobgnition and values have been approached through
experience proxies. The rationale behind this operationalizagisrnl the consideration that
executive experiences do shape executive values and cognition, hiam,impact their
organizational outcomes. Three executive experiences have been extensively researched:
education functional backgroundandtenure.Onthe other hand, CE@ersonality has been
approached through the analysis of some personality characteristics or traits Isgcls a$
control, positive self regardincluding hubris, overconfidence or narcissismgbarisma |

hereafter review thse two strandof research.

1.1 CEO Experience

Several studies resort to different experience proxies and analyze their impacts on
different organizational outcomes. Most of them reach confirming conclusions and bring
empirical support to the uppechelongersgective. Yet, a majority of these studies does not
address the direct impact of experience (broadly defined) on the perception of the executive,
hereby leaving the executive cognitive process a black box. Other studies resort to
psychological scales to awbihe limited visibility of individual cognition and perceptions.

1.1.1 Education

CEO education has been hypothesized to influence behavior and strategic choices.
Among the various characteristics studied, education caromsdered the most remote to
CEGsO present situation. Regding education as influencing CEO decision entails
acknowledging the lonterm effect of education. The tools, the frameworks, and the
analytical competences acquired through educatiorhoamverbear long lasting influence.

Some esearchers have tackled this issue and their findings were quite clear and conclusive.

CEO education hadeen proven to affect firmsfhovation level. As early ak971,

Rogers and Shoemaker documented the impact of executive education on their teteptivi



Taking Stock of Prior Art: At The Convergence of Two Research Stteams
innovation. In 1981, Kimberly and Evanisko established that hospital administratorsO
education level was positively and significantly related to their hospitalsO adoption of
innovation. Similar effects were found in forest product, IT and airlinasings (Thomas,
Litschert & Ramaswamy, 1991; Hambrick, Cho & Chen, 19B6dte one divergent result in
Barker and Mueller (2002who found no signifiant relationship between a figh R&D
spending and CEO educatiand mixed findings for higher eduaati background (no
influence from the number of business degrees held but a significant and negative
relationship for legal degrees and a significant and positive relationship for science and

engineering degrees).

CEOeducatiortype (whether they hold a BIA or not) and its impact on organizational
outcomes were extensively researched. Grimm and Smith (1991) shuatddS railroads
companies, whictwere changing their strategies in the wake of deregulatene more
likely to have MBA senior executive thahose sticking to their past strategies. Barker and
Mueller (2002) documented that companies with a higher proportion of MBA executives
spent less on R&D. Bertrand and Sch¢2003) found that firms led bZEO holding a
MBA, made different finance arbétge: they took more debt and paid lower dividends.
Focusing on the subset of elite schools MBA holding CEOs, Palmer, Jennings and Zhou
(1993) unveiled that #y were more likely to adopt auttidivisional corporation form in
their organization. Palmer argarber (2001) reported that these CEOs were more likely to
engage in the 1968968 USwave of M&As. Not only MBA holding affects strategic
choices, but it also positively impacts corporate performance (Bertrand & Schoar, 2003).
Though the time elapsed baten their education and their actions is substantial, CEOsO level
and type of education have been proven to significantly affect their strategic choices and their

companiesO performance.
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1.1.2 Functional Background

Most senior executives and CEOs in patticiuild their careers and credentials in a
specific functional area before accessing the df their organizations. Thatarketingand
sales finance and operation departmegefdllow different and sometimes divergent agendas
has been frequently noteddailustrations of the tensions those divergences generate are
plethora. The influence of CEOsO primary functional background on their environmental
scanning, information selection and decisions is commonsense. This influence can be
expected to be quitershg since it is reinforced over the CEOOs career; prior to becoming
CEOs, executives join a company in a specific department (output, throughput or peripheral
functions) reflecting both their interests and abilities. In their ascension, these executives
acquire expertise and meet satisfactorily numerous challenges. These successes reinforce
their views and orientations arttiey develop heuristics that are often specific to their

functional backgrounds.

Three studies investiggd functional backgroundOsnfluence on executive
interpretation of business problems. Dearborn and Simon (1958) had 33 middle managers
read a case study and asked them to identify the major problems the company faced.
Respondents tended to identify problems related to their fuattimackground and the
authors noticed the existence of functional biases. However, in a replication and extension of
this study, Walsh (1988) quite surprisingly did not reach the same conclusion: no functional
bias was put in evidence. Two major differemesisted in the design of the two studies: the
former relied orexecutives and asked them"tertify the most important problehwhereas
the latter relied on MBA stuaks and asked them to identifgll of the important pblems.

Starting from these dérences, the third study by Beyer et al (1997) established that the

respondents, who were given the first instruction, identified fewer problems than those who
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were given the second, and confirmed WalshOs conclusion: the problems the students
identified were not indicative of a functional bias. Yet, interestingly, they documented that
the functional backgrounds significantly influenced overlooked problems. For instance,

people with and operatiotfisackground tended to overlook human resource dimensions.

As a potential exptaation of these diverging fidings, | would like to stréisat the
periods in which those studies were conducted défso significantly: indeed, in the 600s,
multidisciplinary business trainingvas relatively more rare than no"wadaysyhen it
represents the building block of regular MBA education. Also, the two replicatiaties
relied on MBA studentswho operated inn nonthighly complex situation and were not
exposed taime pressure. It can hence be speculated that respemdantnot have been
forced to resort to shortcuts and heuristics to meet the aasiend and that the influence of

their functional backgroundsas not strictly tested

To sum up, while not overlooking the impact of executive functional background on
their environmental scanning and perception, it seems wise to expect this impact to decrease
under the influence of business education programs (multidisciplinary focus) and the

adoption of new HR practices such as job rotation.

While the impact of functionddackground on executive cognition may not be clear, a
certain fit between firm strategic dbe, firm performance and CEfdnctional background
was shown. Fobusiness strategiesmost of the studies relied on Miles and Snow typology
(1978) and classifiedcompanies as prospectors or defenders. They documented that
executives with output experiendee: functional background immarketing, sales, and
product R&D) tended to pursue prospector strategies whereas executives with throughput
experience(i.e: funcional background in production, process engineering, finance, and

accounting tended to pursue defender strategies. That has been proven robust over different
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industries (tobacco cgmanies for Chaganti and Sambyear(1987), IT companies for
Thomas, Litscbrt and Ramaswamy (1991)hospitals for Strandholm, Kumaand
Subramanian (2004)). Moreover, this alignment of executive background and business
strategies generated better performance: Thomas, Litschert and Ramaswamy (1991) stressed
that the best prospers were held by CEOs with output background and that the best
defenders were held by CEOs with throughput background. Beal andAfdskani (2000)
showed tht CEOs with R&D backgrounds haseaperior firm performance if therm was
engaged in arfinnovaion differentiation strategy but that CEOs with accounting and
engineering backgrounds were more efficient if the firm was engaged in cost leadership or
quality differentiation strategies. Similarly, Gupta and Govindarajan (1984) establisht
companeés engaged in ‘&uild strategy benefited from managers with Marketing & Sales

experience whersacompanies engaged"inarveststrategiesdid not.

For corporate strategies emphasis was placed on the level of diversification and
engagement in M&As. CBs with financial, accounting or legal backgrounds were
hypothesized to adopt a view of firms as portfolios of businesses and to seek growth through
diversification (Hayes & Abernathy, 1980; Fligstein, 1987). This proposition enjoyed some
empirical supportSong (982) documented that firms, whigngaged in growth through
acquisitiors, had more finane and legal CEOs and that those, whittgaged in organic
growth, had more core function experience. Palmer and Barber (2001) found that CEOs with
financial kackground engaged more in diversification and acquisitions; a finding
corroborated by Jensen and Zajac (2004).

Also, Michel and Hambrick (1992) proposed that the presence of core functions
competence would be proportional to the firmOs business lineepeadence (ranging from
unrelated to verticalyntegrated). They found strong support for their hypothégs, the

impact of the diversification and top executive background alignment on a firmOs
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performance remained uncledvlichel and Hambrick (1992also found that for the
unrelated case, profitability was negatively associated with the presence offancbiens
executive, while it was the opposite for vertically integrated companies; puzzling findings
that go contrary to their hypotheses. Mmrer, despite Hayes and AlbernathyOs (1980)
argument that the prevalence of financial profiles would be detrimental to organization

health, no empirical evidence followed.

1.1.3 Tenure
Executive tenureefers to thetime spent irholdinga positionwithin anorganization,
or an industry. These types t@&nure are not independent and rathevaxy: Time spent as a
CEO is also sp# in an organization as well as iniadustry. Studies of executive tenure rest
on the central claim that CEOs with long tenuredtem get committed to the status quo, do

not engage in major change, and lead their organizations-totifnal performance.

The theoretical framework on which most of the emplratudies rely is formulated
by Hambrick and Fukutomi (1991)Their artcle titled "the seasonOs of CEO ues,
analogous to the seasarfshe yeayhasbeen heavily quoted (more than 650 tijnrgEaceits
first publication and the bell shape relationship between CEO tenure and firm performance is
emgrically robust (Luo et b 2014. They proposed that a CEOQOs tenure goes through five
seasonswhich can be summarized as follows. CEOs come with their own cognitive maps
and apply methods that proved to be successful in their past experienan (Seddaving
earned first winsand gained legitimacy, they might experiment new ways of operations
(Season 2), before quickly selecting and sticking to practices that demonstrated to be the most
effective and/or most comfortable (Season 3). They next increasingly commit to their
paradign (Season 4)to the point where they apply a single reading grid that gets
increasingly disconnected from the environment (Season 5). During these seasons, different

aspects evolve concurrently: first, CEOsO knowledge of their job increases from aldmv lev
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season 1o reach a satisfactory plateausieason 3second, the number of CEOsO sources of
information decreases over time due to routines and habits implemented (collaborators know
which information their CEOs are looking for, CEOs trust theilabalrators information and
their access to information gets highly filtered). Third, CEOsO interest in their tasks might
decrease from season 4 since few novelty arises and fourth, CEOsO power constantly
increases starting at low level s@ason 1o achiee very strong level irseason Hat the
beginning of their tenure, CEOs gauge the situation and the context, and then through
successive selection, reward and appointments, they enjoy increasing power over their close

circle).

Executive tenure therefor&fects executive cognition: the breadth and diversity of
information sourced and processed decrease over time. Moreover during the first part of their
tenure, CEOs having remained at the helm of their organizations receivedpraigs, they
are more likely to stick to their analyses, procedures and policies. Evidence of this effect has
been provided by Hambrick, Geletkanycz and Frederickson (1993) who showed that
executive tenure was positively related to commitment to the sjatuor CSQ. They
definedCSQ as the belief of the executive in the enduring accuracy of current organizational
policies. They also asserted that the longer the executive had been exposed to current

policies, the less likely they conceived or formulated alternative modes of giag.ee

Empirical studies have unambiguously shown that executive tenure reduced strategic
choices. Gabao (1987) showed that the majority of actipteken by General Managers in
their work premisescame fromtheir first two and half years in office. rikelstein and
Hambrick (1990) found that top executive tenure was positively related to strategic
persistence and conformity. WWeema and Bantel (1992) stressed that executive tenure was

negatively related to corporate diversification. Grimm and Smit®1)l9ocumented that
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executive company and industry tenure were negatively related to their railroad company

changing strategies in the wake of deregulation.

Similar to researchers investigating the impact of education, researchers have also
investigatedhe impact of tenure on the type of strategy pursued. They established that long
tenured executiveterded to favor defender strategwhereas sht-tenured executives
favored prospeadr strategy (Chaganti & Samblar 1987, Thomas, Litschert &
Ramaswamy,1991). Barker and Mueller also unveiled that CEO tenure was negatively

related to R&D spending.

If the impact of CEO tenure on strategic choices is established, its impact on firm
performance garnered mixed empirical findings. Some studies establisthiédnire had a
positive impact (Pennings, Lee and Van Witteloostujin, 1998; Waldman et al., 200[&)
others found a negative one (Sorensen, 1999) and others found no relationship (laquinto &
Frederickson, 1997; Balkin, Markman, & Gomejia, 2000). A alternative argument is
that the impact of tenure on performance is-toar, illustrated in an inverted U shaped,
with an inflexion point around seven or eight years (Hambrick & Fukutomi, 1991) and eight
to ten years (Millemnd Shamsie 2001). Hendeson Miller and Hambrick (2006) proposed
that this inflexion point varied according to the dynamism of the industry. In a dynamic
industry, the CEO cycle might be shorter due to a more rapid obsolescence and changing
environmentwhereas in a more stabledustry the inflection point might occur later (fifteen
years of tenure in the branded food industries).a recent study, Luo et al (2014
complemented this picture andocumented that the impact of CEO tenure on firm
performance was mediated by the lewé firm-employee relationship and firm customer

relationship.

$6!



(&+2%"™1" |

1.2 CEO Personality

In addition to executive values and cognition, executive palitpndefined as the
executivaOingrained disposition, has been of great interest in uppbelonsresearch.
Senior executivesO personality is thought to have a direct impabeipfollowers and,
through a cascading effect, on the whole organization. Senior executivesO personality traits
also clearly influence what executives perceive and how they interptiebr@mental stimuli.
Kets de Vries and Miller (1984) proposed that the neuroses of CEOs explain dysfunctions in
organizations. Different personality characteristics have been investigated since the 900s, and
a methodological evolution is noticeable. Wh#eme esearchers initially adopted a
psychoanalytic orientation (Kets de Vries & Miller, 1984), which proved fruitful, other
researchers resorted to various psychological scales (Rotter (1966), big 5 personality traits,
Bass (198% among others) and deepled innovative ways to measure those dimensions
without CEOs and senior executive filling the associated psychological questionnaires. The
difficulty of access to senior executives and their reluctance to respond to psychological
assessment remain owé the main challengefaced by any researchengaging in this
stream of research. Over time, researchers have overcome the issues by resorting to
interviews or unobtrusive measures. Three broad personality variables have been mostly

investigated: locus ofantrol, positive selfegard and charisma.

1.2.1 Locus of control
Locus of control is one of the it variables examined in uppechelonsempirical
studies. These studies resort to RotterOs scale (1966) that measures how much an individual
thinks he has cortdt over the events occurring in his/her life. Bashers differentiate
between'internal' and"external profiles: internal profiles consider that events occurring in
their lives fall under their control whereas external profiles consider that eventsragau

their lives escape their contrahd result from fate or destiny. Empal studies have shown
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that"internal$ are better equipped thdexternals to meet hardship: their reactions appear
more programmatic and less emotionalternals appear me likely to adapt to radical
change (Anderson, Hellriegel & Slocum, 197They are also more chosen to lead teams by
their peers and their teams performed better than those led by externals in a school context
(Anderson & Schneier, 1978). One of the magtd studies dcumenting the impact of a
CEO locus of control on strategy and structure is by Miller, Kets de Vries and Toulouse
(1982). Based on data collected through interviews with top executives of Canadian firms,
they showed that firms led by intels were more innovative (more frequent product
introduction, more radical change in product $nhand were more likely to survive in

dynamic environments than were firms led by externals.

In a more recent study, Boone et al (1996) found that CEOnhaliigr had a positive
direct effect on firm performance and on engagement in differentiation strategy. In spite of
empirical support, the direction of causality ath@ presence of selection bias might be
problematic While internals have the opportunitg tlemonstrate their abilities in a fast
moving environment, externals are unlikely to display the same kind of abilities in such
context; the dynamism of the firm context can #¢fere influence who becomes CEO and

this possibility incite us to apprehertetprevious results with caution.

1.2.2 Positive self regard
With the locus of control analysis, researchers confirmed that internals who consider
the environment as threatening were less efficient than their more external counterparts. In
the study of a CEO@srsonality traits, researchers investigated whether positiveeselfd
which istraditionally seen as a positiveould be overplayed and become detrimeritagy
mainly focused on exmerated selfegard, notably CEOhubris, overconfidence or

narcisgssm.
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Hubris, which origin lies in Greek mythology and which is defined as
"exaggerated pride aelf confidence often resulting in retribution(Hayward &
Hambrick, 1997) was first invoked by Roll (1986) to account for CE@stdlency to
engage idargecorporate acquisiti@despite strong evidence that thakeak would
not be beneficiahnd that synergies were oftenerestimated. Haywamhd Hambrick
(1997) tested this hypothesis by analyzing the premium CEOs ipaitheir
acquisitions in 1989 and992. They documented that CEO hubris was negatively
related to their ompaniesO subsequent performaiite authors could not directly
assess CEO hubris (problem of access to CEOs, presence of strong desirability bias).
They thus opted to aggregate OOthoercesOO of hubrike recent acquirer
performance, the media praise for the CEO during the three years prior to the deal and
the CEO relative compensation to the second highest paid offisproxy of self
importance. Each of these dimensions poditivefluenced the amount of premium

paid for acquisition, supporting the existence of a hubris effect.

CEO Overconfidence, asimilar concepthas been amged in the finance
literature.In two articles, Malmendieand Tatepostulated that overconfidenoas a
personal characteristic and investegh how it was affecting a CE@vestment
decisionsThey defined overconfident CEOs as CEOs Whersistently overestimate
their own skills relative to others and, as a result, are too optimistic about the
outcanes of their decisidn They demonstrated that (1) overconfident CEOs
(categorized as those who were not exercising their stock options when these were
Oirthe-moneyQ) invested in more unprofitable projassituation claimed to arise
from overestimatio of their personal capacity to deliver resu{fdalmendier& Tate,

2005a) and that (2) CEOs ewiog "superstdr status were underperforming relative
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to the overall market and to a matched sample of their peers (Malméndiate,

2005h).

Narcissism which origin also lies in Greek mythology, has been used in
psychology literature for over a century (Ellis, 1898arcissists are individuals who
are simultaneously full of sedfdmiration and need to shine in front of their peers so
as to be comforted itheir selfviews. Only recently have researchers in psychology
proposed that narcissism could be measured on a contimsimg a scale developed
by Emmons (1987)However, as for hubris research, gaining access to CEOs for
assessing their narcissistiatencies is unfeasibleChatterjeeand Hambrick (2007),
resorted to unobtrusive measures in order to gauge the level of narcissism of CEOs in
the hardware and software industriaad proposed an innovative operationalization
of EmmonsO scalehey used (Lthe prominence of the CEOOs photograph in annual
reports, (2) the CEOOs prevalence in the companyOs press releases (number of times
the CEO is mentioned by name in press release / number of words) (3) the CEOsO use
of first-person singular pronouns relet to the use of firsplural pronouns in
interviews (4) the CEOOs relative cash compensation (in comparison to the cash
compensation of the second highest paid officer in the company), and (5) the CEOOs
relative norcash compensation (in comparison te ttorcash compensation of the
second highest paid officer in the company). They aggregated these indicators to form
a general narcissism index and were able to demonstrateCH@tnarcissistic
tendenciegositively influencethe dynamism of a company@stegy, the number
and size of acquisitions made, and the extremeness of the company performance.
Reaching important results, this study about narcissism pioneered a new way of
measuring psychological constructs and opened nesearch possibilities forpper

echelonscholars.
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1.2.3 Charisma

Though not a personality typea leader is charismatic to the extent that his
followers consider hitner as charismati¢ charisma stood high on the agenda of
numerous researchers. Charisma can be considered as influspca CEOOs
personality and its effect on followers was hypothesized as positive (Véelar
1947, Bass, 1985). The leadership literature listed various personality characteristics
thought to contribute to charisma including, self confidence, high itgclievel,
commitment, need for powerE In charisma studies, researcfuenssed on CEO
charisma influence over followersO behaviotws the difference of most upper
echelonsstudies, which focused more on strategic choices and decision processes.
CEOsO alrisma was proven to spread over the organization boundaries: Flynn and
Staw (2004) documented that investors were more attracted and invested more money
in companies headed by charismatic CEOs and that this tendency was strengthened in
times of economicitficulties or problematic business prospects. Fanelli, Misangyi et
al (2009) showed that CEOsO charjsasaeflected in their organizational discourses
positively influenced analyst recommendations. However, the link between CEOs
charisma and company fi@manceis not fully establishedas it garnered mixed
empirical findings:Waldman, Ramirez et al (2001) found that CEOsO charismatic
leadership was strongly related to organizational performahaoe only under
conditions of environmental uncertaintyvadatility, and Agleand Sonnenfeld (1994)
established a positive relationship between CEO charisma and CEO performance (as
perceived by followers). Yet, Tosi, Misangyi et al (2004) and Agle, Nagarajan et al

(2006) found no relationship between CEO clmagsnd organizational performance.

To summarize, past uppechelonsresearch has extensively documented the influence of

diverse CEO characteristics on strategic choices and firm performance. The majority of
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research resorted to demographic variablesrasigs for CEO values and cognition. Given
the challenges of getting direct psychometric information from CEQ@sogi@phic variables
represented, for early upper echelons researcaeracceptable alternativBince thenand
with the wilingness to stik closer toCEO cognition and tendenciesew methodobges
have beermused.The most noteworthy consist of couplingobtrusive indicator§Webb &
Weick, 1979) with valid psychological scales (Chatterjee & Hambrick 2007; 2011).
Unobtrusive indicators havaotably been used in different reseaghto name a few
Gosling et al (200Rresortedo study offices and bedroom as proxy of personalities; Varize
and Gosling (200¢ L% Le (2015) resorted to personal web sites aneets agproxy of
identity.

As mentioned above, previous research investigated and documented the impact of
various CEO characteristics on organizational outcome and brought signifiggatrisand
contribution to the uppercielonsperspective. Yet, to mknowledge, littleresearch has
focused on CEO resilience, one of the characteriiias can dramatically affedirmOs
performance, especially if the CEO faces some form of pressure or stress (and whom of them
does not?). Some authors have attributed CEOsO success to their reSigbee @005;
Kanter, 2006 ; James & Wooten, 2010E); Al Siebert (2005) for instance suggested that the
curiosity and resilience of Lee laccoca played a role in his turnaround of Chrysler in the early
900sHowever, this claim resembled more a speculaigight andthe impact of CEO
resilience over firm performance remains to be empiridayyed Considering thaCEOsO
exposue to stress is netmivial, their capacity to hold well under pressure and enjoy

sustained competence is likelydmstically inpacttheir organizations.

Beforeinvestigating whether CEO resilience mattertst need to circumscribe the

construct of resilience in order poovide a sound grounding to mgasoning.
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2 THE CONCEPT OF RESILIENCE AND ITS APPLIC ATION TO
CEO

The firg useof the termOResilienceOdensideredo date back to 1824t was then
employed in physics to describe the property of a metal to spring back into shape after
bending, stretching or bey compressed (Tredgold, 1824jowever as pinpoined by
lonegu (2010), the wordresiliencé had previously been used in very different contexts by
More (1688) who made reference to resilience to misery and Johnson (1751) who evoked the
resilience of the mind; in both occurrences the capacity to Obounce back®saes. §he
word spanned different disciplines over time and is now used in various contexts such as IT,

ecology and nedical sciences.

In the field of social scienceg,resilient individualis onewho, when confronted to
significant stress or advengjt overcomes the initial trauma, copes effectively with the
situation and enjoys a sustained recoy@erner & Smith, 1982; Vaillant, 1993; Masten et
al, 1990; Cyrulnik, 1999; Luthar et al, 200@) is in the manifestation of resilien€ee. the
resilient outcome thatlaysthe origin of researchers reasonidg somesystems, individuals
or communities resist better than others to significant threats or assaults, and de facto perform
better in the face of adversity, they are characterized as resilibigt. represents the
foundation for research on resilience, veell-establishedfoundation not subject to
controversy. The attempts to account for this resilient outcome and to explain it have
however triggeredsignificant debate between tworientations one defending an internal
attribution modelD or a trait model b and anotherthat adopteda more openapproach

featuring a process model.
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2.1 Different perspectives

The trait perspectivestems from internal attribution consideratiotts logic is quite
straghtforward and stipulates that people (or communities) who display resilient trajectories
do so because they possess a specific capacity that renders them more resistant to traumatic
shocks. Similar to other traits (extraversion, neuroticistg), resilience becomes a feature of
the individual We can therefore a priori label an individualrasilient and this individual,
quite naturally, displays resilient trajectories. Yet, some argue that this logic is circular in that
as long as people are not aclpyadxposed to stressors, we are unlikely to assess with

certainty their resilience.

When they refer to resilience as a trait, researchers mainly relate to the waidkof
and Jeann8lock (Block & Block, 1980; Block & Kramen, 1996)nd their concept o0@go
resiliencyO®lock researclstarts with the egae. the desire of an individual (in his case
children)to conform to external constrasnanddemonstratethat individuals caibe ordered
according to their level oégocontrol: on the lowend of thecontinuum stand under
controlled individuals, whare very expressivand seek immediate gratification of their
desiresand, on the highend stand @er-controlled individuals, whoconversely appear
constrained, do not show their emos@md postponéhe gratification of their desires. In this
framework, ego resiliency designat®® the dynamic capacity of afividual to modify a
charactestic level of egecontrol, in either direction, as a function of the demand
characteristics of the environmentabntext, so as to preserve or enhance system
equilibrationO@Block & Kramen, 1996)Ego-resilient individualghusexhibit good leves of

adaptionto new situatiog, while non egeaesilient subjectstick to their usual tendencies.

Ego resiliency haseceived significant researchteition and has been proven to
influence diverse behaviors such &senagersO druge (Block et al, 1988) deenagersO

depressive symptoms (Block & Gjerde, 1998)scale, the ERB9, has beemlesignedto
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measure ego resiliep and covers 14 itemsuch as'l quickly get over and recover from
being startled, "I enjoy trying new food | never tasted befdrer "I like to do new and
different thing$ (Block & Kramen, 1996)Some researchers have resortechis $cale to
measureresilience (Tugade & Freidkson, 2004; Waugh, Fradkson & Taylor, 2008) This
operationalization appears howevamoblematic: ER89 actually measures an initlualOs
level of adaptability and, even if adaptability can contribute to the emergence siliente
outcome, it does naquate resiliencd-ortunately ER-89 does not constitute the only option

to measure resilience

Based on different research over time, schoterge developed various scales: 19
resilience measurement scaleave been desigd over the last 20 years. Their breadth of
application is wide and ranges from people who are in full health or not, be they children,
adolescents, adults or older adulikese scales assess the capacity of a given subject to cope
with stresDby analying different traits of the individual and/or the robustness and diversity
of his support system, to accurately reflect his/her resilience pot&uiak stick closely to a
trait orientation(e.g. theER-89, Wagnild & Young resilience scale, Connor & iBson
Scald ), othes such as the RSAFriborg et al, 2003)nclude dimensios of the subjectOs
environmentnd appear more fédto a process orientatiorlowever, those scalel® not
meet every validity criteriagnly three of thenm{namely the RSAhe CDRISC and the Brief
Resilierce Scale) readd satisfactory construct andrdent validity andvere proven to be

reliable.

In brief, as atrait, resilience represents a fixed and stabtensic property of the
individuals, who hold it or do not. Sanresearchers contend thatdlividuals possess this

characteristi@t their birth and that genefiactorsare at playFor instanceCaspi et al (2003)

1G.Windle, K.M. Bennett & Jane Noyes (2011), OOA methodological review ehoesifieasurement scale$@alth and Quality of Life
Outcome 20011, 9:8. http://www.hglo.com/content/9/1/8.
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documented that the presence of long allele for g#tiET decreased the probability of a
subject to exprience postraumatic depression. Yet, researchers adopting eofraittation
are rather scarce today and they acknowledge they do not measure resilience per se but assess

the existence of traits that may (or may not) promote resilience (Waugh €&, 20

In opposition to this trait perspectivea process perspectives defended by
developmental psychologistaho, in the 70Qpioneered research on resilience.it&tcore
stands the conviction that resilience can not be traced to a single or cenaioiitite ofan
individual, but rather resudt from interactions between the indival and his/her
environment:being resilient is notconsidered as trait butas the outcomeof individuat
environment interactions arttius represerg a dynamic procesfesearcherfollowed the
specific purpose of identifying the factors that account for the healthy functioning and
positive trajectories of children exposed to adverse envirotsme psychopathological
parents Garmezy, 1974; Anthony, 1974)pyerty (Werne & Smith, 1982) or deaths and
injuries in the family (Murphy & Moriarty, 1976). They explored correlations between
diverse variables and identified which elemepisrsonal or environmentah presence of
adversity,increasedhe odds of positive adapi@n (protective factors) odecreasedhem
(vulnerability factors). Their original work in the 70@ssfollowed bythose ofMastenin the
900s and more recently twpse ofLuthar, Cicchetti or Bonanndo name a fewlt can be

summarized to the followingremises

1. Resilient trajectories are not so much due to subjectsO internal abilities but rather
result from the influences of factors exterior to the individual. The locus of
resilience is not to be found within the individual but shall be understoodeas th
resultant of three forceshe attributes of the individuals, the characteristics of

their families, and the composition of their wider environmenf this triangle is
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currently well accepted anglasproven empirically robust, the weights allocated to
each of its constituents seem varialilme has to stress heitee influence oflohn
BowlbyOsattachement theory to elicit the mechanisms at play between a child and
his/her family/environment support. Bowlby documented how familiar adults
provide a securbase for children in times of distress and how they encourage them
to explore thi& environment (Bowlby, 1969, 1973, 1980). These early emotional
bounds are crucial for a balanced development and most of Cyrulnik work (1993,

1999, 2001 puildsupon Bowlby® attachment theory

. Resilience is not fixed over time but fluctuates over oneOs life circumstances and the
nature and strength of the adverse forces or stressors. This goes counter to the
conception that some resilient profiles dnevulnerablé as depited by Anthony

(1987 in thewell-known three dolls metaphor.

O0...three dolls made of glass, plastic, and steel and exposed to the same risk,
the blow of a hammer. The first doll breaks down completely, the second
shows a dent that it carries permanentyd the third doll gives out a fine
metallic sound. Of course, the outcomes for the three dolls would be different

if their environments were to buffer the blows from the hammer by
interposing some type of ‘umbrella’ between the external attack and the

recipient. (1987 pp. :01)00.

The acknowledgment that (1) one might be resilient in one situation and not another
- to reuse the metaphor, exposed to fire up to 1400 C, the plastic doll would melt
first, the steel one would follow and only the glass wollld withstand and that (2)

no doll can be left unaffected, is, within this research stream, widely shared today.
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The trait model challengefrsenceshare the considerations that the distinction
should be clearly drawn betwe&a personal trait that magor may not) promote resilience
and the unfolding adaptive response to adwerthat constitutes resilientgMancini &
Bonanno, 2011). Theglsocontend that resilience can only be measured a posteriori, when
actual adersity is experienced, which is@dds with the recent trend of designing evaluation
scales.n line with Masten (1994), Luthar, Cincchetind Becker (2000 and Mancini and
Bonanno 2011) therefore recommeed to use the ternResiliency when a personality
construct is assessed and thent®&esiliencewhen the ability of a subject to bounce back
after experiencing significant adversity is witnesséet, a slight distinction can be made
between those who defimesilienceas a process and those who define it as an outabme;
stems from thie respective research objectivé&hile the former analyzéhe resilience of
children who are exposed to significant and enduring stresandsconceptualize resilience
as a dynamic process that leads to positive adaptation, the latter analyze eesfliedalts,
who, by definition, enjoy fewer developmental possibilities and experience stressors of
shorter durationlt is worth noticingtwo evolutions in resilience research pertaining to the

adult population:

1. While children resilience is well dooented and has benefited from
researchersO attention since the 70s, adult resillEsenly become of interest for
researchers in the last decadlbe onlybook' to dateproviding an overview of researches in
OOadult resiiceOO was published in 201Bickvdemonstrateshe recent focus on this

population.

2. While resilient research pioneers investigated the influence of adverse
conditions and chronic stress on children development, the incorporation of shorter duration

stressorhrasbecome commonplacAdult resilience has been studied following sdddtrete

"Handbook of adult resilience" edited by John W. Reich, Alex J. Zautra, John Stuart Hall, 2010, The Guilfdrd Press.

Z#



CHAPTER 1
traumatic events as Septembef” X&rrorists® attaofEredericksonet al, 2003)hurricane
Katrina (Mancini and Bomao, 2010), bereavement (Bonnano, 2004, 2005) or personal

assault (Frazier etl, 2004)to name a few

Those studies demonstrateat (1) the stressorsO duration does not condition
the existence of resilience and (2) adfittdow some postraumatic trajectoriethat evoke
the presence of developmental properfidss is puzzlig sinceadults are defined as mature
individuals, for whom developmeig over; yet,researchers have coined concepts such as
posttraumatic growth (Tedehi & Calhoun 1995, 2004) or streselated growth (Park et al,
1996, which echo developmental codesrations. Provided thos conceptsvalidity is
warranted some bridges between works on children addlt resilience cate built and
findings or frameworks cabe transferredrébm one population to the next to formulate a

unitary theory.

2.2  Semantics and fcess orientation

Though the literature on resilience is vi@asycINFO databadested in August
2010, 4 641 papers dealing with this topand the definitios of resiliencenumerous, one
recent propositiomput forward by Pourtois, Humbeeck and Des2ét2) stands apart and
deserves specific attention since (1) it adopts developmental lenses and frames resilience as a
process which can beapplied toadults (2) it specifiesthe relations existing between
resilience and other concepts that quatifgr oppose to iand (3) it is a good illustration of a
process perspectiv8y proposinga lexical field surrounding the term OresilienBedrtois
et al delineate the boundaries of the ternd, muove it from thestatus ofa notion (or even of
a metaphorwhen the sole charactstic of bouncing back is evokgdo that of aproper
concept. Pourtois et al posit that an individualOs ideteitglopsthrough the fulfillment of

affective, cognitive, social and conative needsich are met through therpcesss of

1 . e e .
Serban lonescu in "Trait£dZsilience assistZe", Avant propos p XIX, Septembre F1H,
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affiliation (I benefit fromsecure emotional attachments anam accepted by a communijty
achievemenf(l am stimulated, experiment new possibilities &rsdm rewarded for that
social autonomy(l communicate well with otherand they appreciate meand ideology

formation(l geta clear idea of what is right/wrong, true or beautiful).

Under normalfunctioning conditiors, the identity of the individual is in
equilibrium, secureand grows constantlyThe advent of a discrete traumatic event or the
presence of enduring adverse conditions provakesllapse of the individualOs self by
affecting the extent to which thosé psychosocial needs are met. Confronted is th
imbalance, the individuahdops strategies to counter {ior to adat to if) and in fing,
achieve the state of prieshockequilibrium (or doesnot). Resilience can be seas the
homeostatic property of an individual who receanddisplays a post shocklevelopmental

potentialequivalent to the one hahedisplayed preshock.

According to Pourtois et al,esilience isthus a psychological process that
supposeq1) the identification of a trauma, (2) the development of resisting -@istiag
strategies, (3) the preservation of the individual development potential and (4) a thriving
potential that remains intadResiliencethusrepresents a process that renders a new positive
development possible, a process at the onifilmn emancipatory nedevelopmeniof the
self: the resilient individual makes sense of the past and engage isoc&l interactions that

help hinfher reconstrudtisherbrokenidentity.

As shown in the figure below,oRrtois et al coin the terrdeslience as
resilienceOs antagonisimstead of embracingan emancipatory trajectory, thaesilient
individual follows an alienating path that leads Wimar to deny the valueof social
interactions, and, in the most severe cases, to negate the existence of others. This alienation

can, for example, leadim/herto find refuge in toxic substances or to engage in extreme
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endeavors such as mass Kkilling or altruistic suicide.tHose situations, thelesilient

individual aims at showindpis/herworth in a worlddeprived of value.

Orthogonally to thénorizontal desikenceresilience axis, Patois et al drana
vertical desisantresistant axis.This axis reflects the strategy adopted saumatized
individuals: dothey resist the situgon and attempt to maintain theievelopment potential or
do they disinvestsome sphereof devdopment(sometimego preserve otheys By resisting
the situation and the collapsétheir selvesthe individual can try to block the efteaf the
trauma and preserve thgire trauma state. As such, resisting individwaill appear only
marginally affected bytrauma and will tend to remain tlsame.In this situationresisting
individuals copewith the situation,maintain he same functioning and displdlye same
amount of care for other8¢nanno,2004). For Pourtois et alesisting individuad differ
from resilient individuas since they areaot, at this stagegengagd in atypical or nee
development.Though rw developmet is not pursuedther developmatal potential

remairs intact budormant.

Conversely, nonresisting individuals are characterized by the neologism
"desisting. In orderto confront the identity collapse desisistingindividual decide (un)
consciouslyto sacrifice dimensions of thepsychosocial needs to survive. For example
following a traumatic eventsome individuals have been portrayed as overinvesting the
cognitve sphere (decupling their efforts at work for instance) and disinvesting the affective
or social spheresSimilarly to resisting individuad, dcesistingindividuals donot pursuenec
developmentwhich set thenmapart from resilient persons but, tiee diference of resisting

individuals they alter the level of potential developmehéy might achieve at a later stage.
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Pourtois et alOs model maps four quadrants reflecting the strategy and process followed by
traumatizedndividuals: resistanceesilience resistancalesilience, desistangesilience and

desistanceaesilience.

| will briefly cover these four quadrants and will start with the upper half section of
the model. In order to address the collapse of their selves, persons affected by traumatic
evants, can try to resist their influence; if they stand against the situation and cope effectively
I.e. they sustain their pighock social relationships and aim to keep functioning as usual, they
will engage in a new development and follow a process diemse. However, resisting does
not imply necesarily coping and resiliencendlividuak can resist the situation but be unable
to overcome the initial trauma; in this caey remain withtheir suffering and opposany
help from the outside. They stigkith their trauma and do not allow themselt@go beynd
it: sticking to the past, thegio longer care for the present and any type of emancipatory
developmenis unlikely. Such path leads theim follow a desilient trajectory characterized

by high levelof anxiety and the occurrence of neuroses.

The lower half of the model portrays the paths followed by traumatized persons
engaged in desisting strategies. Desisting individuals do not fight back but alter their
development potential and choose to sa@isome areas of their psychosocial development.

On the one hand, this strategy can lead them to desilience since individuals who disinvest
some psychological areas they relied ongireck, get increasingly detached from important
aspects of their idemyi. For instance, they may no longer relate to others affectively and
emotionally, which might cause chronic depression. In its most severe form, those individuals
remain stunned and no longer perceive reality, which is symptomatic of psychosis. On the
other hand, engaging in desistance is not always negative. For example, it may enable those
individuals to reevaluate what depends from them and what does not, and allow them to

reach a state of calmness, called by ancient Greeks Pyrrho and Epicurus "Ataratéad

ZM
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of fighting the trauma, those individuals get detached from it, which might lead them-to neo

development, characterizing a resilient process.

Figure 2-Semantic positioning of Resilience
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From this model, whiclpositiors resilience in a precise lexical fiekhd is anchored
in the paradigm of psychosocial needs, geta clear sense of the condits and situatios,
in which resorting to a process orientation is beradfict appears welsuited to address
developmentalissues, help in develoginoneOs resilience potential assess trajectory
towards recovery posthock. As such, a strict process orientation is fully indicated for
medical practionners dssing individuds coping with postraumatic stress isbrders
(PTSD). By focusirg mostly on the dynamic and unfolding patterrredilient trajectory, a

strict process orientatiodops very detailed lenseswhich proves fully adequate for

ZN
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scrutinizing resilience over time. As such, it appears rather ill fitted tommeeitillingness to

study CEO resilience effects on organizational outcomes.

A third perspective casts of @nsideringreslience as a statéor a quaststate)and
sharesmany similaritieswith the process perspective Both consider that resilience is
"ordinary magit (Masten et al199Q Vaillant,1993),devdopable (Reivich & &atte, 2003
Coutu, 2002; Seligman, 2011), and results from the interactions between the resources of the
individual and those of his/her environment (Werner & Smith, 1982; Masttexh, 1990;
Cyrulnik, 1999; Luthar et al, 2000Y-he only difference between thse two orientations
stems fromthe magnification power of thesearchelensesWhile process researchers adopt
high magnification lensegsovering the process over timstat oriented researctewear
lower magnification onesat discrete moments. This is pictured in figure3: resilience is
viewed as a full curve in a processed orientation and as dots on this very curve in a state
orientation. Process oriented scholars acknedge that resilience are non static states
(Ciccchetti & Garmezy, 1993; die et al., 1993Egeland etl., 1993 but they are interested
in the evolution of the dots; researchers resorting to conceptualipdtiesilience a a state
Milestones in the development of resilieneed interested in the influence of those dots on other
variables.The researh of Luthans Z002, 200Y and his Positive Organizational Behaviour
(POB) approach anmmstructive and enlighteninig this regard Luthans (2002 defines POB
as "the study and application of positively oriented human resource strengths and
psychologicalcapacities that can be measuredkgveloped, and effectively nzayed for
performance improvement in todayOs workplaod Luthans and YoussefO@7) insist that
positive statdike positivecapacities be the building blogtor POB Unlike pure traits (suc
as the Big Sraits or ore selfevaluation, which are verytable over time, positive stalie
capacities are far more malleable and open to development. However, unlikstgiass

which are highly changeable, momentargnd swiftly fluctuate accoding to the



CHAPTER 1

circumstances, they enjoy some ritee Luthans and Youssef (2007) propose thatf

efficacy, optimism, hope or resilienogan all be viewed as positive stdike capacitiesand

are eligible to sit on the POB agenda

In summary, three venugare opento conceptualizeCEO reslience: a trait, a ate anda

process perspective. Allustration of these three dentations is provided below

Figure 3-ThreeOrientations for ConceptualizingeRilience
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2.3 CEO Resiliencea Definition

As | am coining the term"CEO resiliencé, a clear definition is in orderAs shown

previously, theterm "resiliencé has spread and appears pretty well suited to the

interrogations and challenges of the time. It is g@ynantic and hence, meptualclarity is

required.

Following Carmeli et al (2013), | adopt"auanced conceptualizatibof resilience

and define it asthe capacity of a CEO to hold well under pressure and display sustained

competence under stress There are thus two compents in this definition (1& capacity

to absorb thestrain or ResilienceEfficacious beliefs(l believe | can make itand (2) a

capacity to recover and adjust positively to difculties or Resilienceadaptive capacitied

sense, interpret and respd to the complexities of hardship effectively)
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Furthermore,l do not conceptualize resilience as a personality trait. If portraying
resilience asa hardwired and stable enduring psycholcgji trait was common in early
resilience researcfAnthony, 1974; Block & Block, 1980, most of the recent findings tend

to infirm this positionShall 1thus consider resilience as a state praxess?

Contrary to childrempsychologistsl adopt CEOs as object of studgd do not follow
developmental consideratisnAs executives reach the CEO position somehow in an
advanced stage difieir careers and lif(S&P 500 CEOs stand in the &9 age brack&tmy
CEO sample age mean is)541) the influence of adversity on their future personal
development is less stringieand (2) the stressors they encounter are of shorter duration.
Compared to children growing in enduring adverse conditions that can last for years, CEOs
facing crises experience adversity that is limited to weeks or months, even hours or days in
case ofnormal working conditions. Thus, the distinction between resilience and resiliency is

somehow infertilé

Also, to the difference of most studies that have dealt with bereavement and traumatic
events in adulthab (Bonanno, 2004, 20),0my focus is not orthe reconstruction of an
individual after he/she experienced trauma but on the effe@&0iSresilience potential on
the organization they managé/hile a process orientatioproves beneficiato unveil the
intricacies of the podraumatic individual fajectories ando recommend somtherapiesit

appearsnadequate for mpurpose.

Importing the concept intprofessional settings leads rimeextend the consideration
of resilience to situations that are not necessarily highly traumatic but gengratieasit

stresdo the organization and its CEO.

1 Research for the 14th annual Route to the Top prepared by Meghan Felicelli, Spencer Stuart, Chicago, lllinois.

2 Thisdistinction proposed by Masten to avoid having public authoritiessgrarchers consider children as inherently resilient, an
inaccurate view that overlooked the influence of the environment on children personal development as well as the filasticity o
intelligence. Bonanno (2004, 2010), who studies resilience inhaxdal conceptualized resilience as OOan outcome reflecting adaptive
functioning in the face of adversi€y
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Given thatl do not trace the origin of resilience to an innate individual quality and
that the developmentalspectof reslience is not my primary concern,|l conceptualize
resilience as gositive quaststate capacity as proposed by Luthans (20@7)his POB
framework This positive capacity enjoys different levels ranging from lowhigh. Sincel
will resort to a measuring scale that gawgéhe CEO resilience potentialresilience
representsin this manuscript a continuousvariable: in place of desilient vs resilient
individuals, individuals display low, medim or high level of resilience lftesholdsis
deermined in relation to the meganthis level will be assessed yeargnd measured

continuously

2.4  Resilience and related concepts

It is importantto differentiate resilience from other constructs that may relate to it but
remain nonetheless distinct. As previously stressed, CEO petgdmasi been apprehended
in the upper echelonsiterature througtthe construct ofdcus of control and positive self
regard (ncluding hubris overconfidence, narcissism drazisma).A clear characteristic that
sesk resilience apart from the aforementiormxhstructs is theccurrenceof a shock or the
exposure tostress or pressurevhich condition its existenceéstress and pressure are not
required in the definition of locus of control and posited-regardconceptsin addition to
this distinction, which attests the conceptuaovelty of resilience in thaipper ehelons

research streammesilienceenjoys different level of similarities with those various concepts.

For exampleresiience has very little in commowith charisma: onewill easily
convene that people with various level of charisraa displaythe sane level ofresilience
while resisting to adversity and coping witress can be done with brio, being charismatic

is, by no meana necessargondition.

Dll
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Resilienceappears also loosely relatednardéssism. The characteristics adngisssm
namely (3 a belief in oneOs superiority and (2) a need to have oneOs superiority reaffirmed

are not directly related to resilience.

Conversely resilience appears somewhat related to the constfiabptimism.
Optimian represents an attribute of individual$o expectthey will experience good
outcome in life Optimism has beefiamedas a dispositional attribute and opeyatlized as
the propensity oindividuals to consider that good things will happen in the future (Scheier &
Carver, 192) or asan explanator style, operationalized as the attribution of causes to bad
events (Buchanan &efigman, 1995). In both casegptimists focus only on the positive
aspect(l expect good outcomar | attribute the cause of bad events to external fQressl
tend to overlok thenegative [ expect bad outcomes | attribute the cause of bad events to
my own behavigr That a healthy dose of optimisoan be beneficiafor individuals to
display sustained competence under steggsears reasonabl&et, people are optimist
regardless of the situation and highly optimsishdividual may prove unable to sustain
competence under pressure. Their tendency to dismiss any unpleasant stimuli lead them to
ignore the true source of pressure or adversity they have to face, whitlygandisastrous

consequences.

Also, resilienceappears closely related ¢confidence Confident individuas trust their
abilities in succeding at challenging tasks and self confidence contribdiesctly to
resilience:people displayingow level of confidence are more likely to dysfunction in front
of adversity and being confident in oneOs abilities represents thus a key dimension of
resilience which resembles the personal competence dimendgpicted inthe Resilience
Scale for AdultsKriborg etal, 2003. Yet, both constructs are not synonymougquivalent:
facing a shock, anndividual level of sd# confidence is likely to vary andesilience

designateshe capacityo sustain one@svel of confidence under streasd oneGmpacityto
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restae it swiftly tapping other resourcesch as family or social suppo@onfidence ighus
both a resource and a-pyoduct ofresilienceandthe two constructs areereforeclearly

distinct.

3 CEO RESILIENCE AND FIRM STRATEGIC OUTCOM ES
INCREASING EXPLANA TORY POWER BY ADOPTING
DIFFERENT THEORETICA L LENSES

This thesis asa whole contributeso a rich and pidic research stream, that afpper
echelonsor (in its more reent labeling)that of strategicleadershipin order to account for
the influence of CE resilience over firsO outcomes,will adopt mixed perspectigeand
enrich mytheorizing bycombining a traditionnalpper echelonsrientationwith threemajor
organization theorie€l) Resource Dependence ThedDT- (Pfeffer & Salancik, 1978)n
the first essay (2) Attention Based ViewABV - (Ocasiq 1997)in the second essand (3)
two contingencyTheoriesin the third essaySituational Crisis CommunicationTheory
SCCT (Coambs 2004; 200y and a functional leadership appch Zaccaro et al ; 2001
Given the scop®f those perspectigeand theirspecific premises they appeaarticularly
well fitted for thespecificobjectives pursued irthe thregpapers:

First, by acknlowledging the criticalityf resources supplied by the environment and
the mutiple interactions firns managewith different stakeholders, RDPprovidesadequate
lenses toinvestigate theinfluence of CEO Resiliencen firm performance in a general
context ando study the moderating effect of their environment characteristics

Sewond, by extending the behavioral theory of the fiam which theupper echelons
perspective is groundedBV is all indicated inproposing a mechanism thatfecs the
numberof strategic options considered BEOsand thedegree of strategic dynamism ithe

firm display.
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Finally, the third essay investigatthe diffusion of CEO resilience within and outside
the organization in thepecific context otrisis andaccount for the impact of CEO resilience
on crisis hanlihg effectiveness; to do so, @escriled match between the requirenseot
crisis handling(both internally and externally) and CEQ®ildies is required. Adoptingwo
contingency theories specifying an ideal match externallty (SCCT) and internalbti¢frah
leadership theory) provearticubrly adequate in devising pertinent propositioMore

specifically:

3.1 Resource Dependence Theory

According to RDT, organizations are not self sufficient and depend for their
functioning and development on resources supplied by their environiteyt.are egaged
in exchanges with a myriad of stakeholdens which their growth and survival depend and
they are rife with internal and external conflictBhey operate thus under constraints
emanating from their network of imteependence with other firmahich are supplying and
buying a given firm resources. Those resources vary according to theiofileviglcality and
people at the helm of corporation aim at controlling vital resources, managing environmental
uncertainty and reducing dependence when feasibl

RDT is also referred to as Power Theory, since the concept of power stands at the core
of Pfeffer and Salancik argumentatiohhey trace power origin to an asymmetry in the
relationship between two actordf organization X sells to organization Y aisddependent
on Y for absorbing its output, it is simultaneously true that Y purchases from X and is,
therefore, dependent upon X for the provision of some required Agaymetry occurs when
the exchange is not eqbalimportant for both partiés This asymmetry determines the
amount of power actor X and réspectivelyenjoy in thisrelationship.

Pfeffer and Salancik propose that in order to maximize its power and increase its

chanceof successan organizationshould try tominimize environmental depwlences by
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engaging into (1) mergers/vertical integration (PfefferaaBcik, 1978, Chapter 6), (2) joint
ventures and other interorganizational arrangements (Pfeffaala&k, 1978 Chapter 7)
(3) interlocking in boards of directors (Pfeffer &l&ak, 1978; Chapter 7)4) political
action, (Pfeffer & @lancik, 1978 Chapter 8) and (5) executive succession (Pfeffer &
Salancik, 1978, Chapter 9).The use of RDT to explain those different firm actions has
proven productive anthis organization thegrhasreceived most empirical support over the
last 30 yeargfor an exhaustive review, seHillman et al,2009) however thosdirmsO
actions do not fallstrictly speakingin the scope of my thesis

For benefiting from the general opesystem frameworkand organization
embededness in its environmemherent to RDT, | alseapitalize ona ratherlesscovered
contributionfrom Pfeffer and Salancikthat of managerial rolesThe authorsevokethose
rolesin the introduction of The External Control of Oapizations and detailthemin the
last chapter ofheir book.Pfeffer and Salancik (1978; chapter 10) acknowledge the influence
and roles of top managers (including CEOS) in determining the fate of their organisations
and their theory appeathus fully compatible with anupper echelon®rientation. They

propose that managers fulfill three major roles:

I A symbolic role: CEOs personify their organizations and are praised by the
stakeholders for the success and failures of their organizations.

I A responsive ole: CEOs assimilate information emanating from different
stakeholders, assess the validity of their claims and decide which will be
honored.

I Adiscretionary role:CEOs act upon thearganizational context tshape and

modify the rules of the game

Exposd tostress and pressure, CEOsOcapacity to perform effectively those three roles

ress upon their resilience potential. One precision should be introdbeeet the roles
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defined by Pfeffemand Salancik are rather broadngmared to other propositions prowg
much finergrained description of managerial work (Mintzbed®73; Kurke & Aldrich,
1983; Tengblal, 2006); yetthese three categories represarmarsimoniousnd exhaustive
(an infinite number of sub tasks can be allocated to eatdgary) clas$ication of CEO
roles;moreover, this classificatias not outdated CEOs performed those three roles in 1978
(as well as earlier) and they still doday; what changed thoughs the context and

contingenaés that contrain their actiopdce of changénnovation, globalizationE).

My first essayobjectiveis to empirically investigate the link between CEO resilience
and firm performance and account for this influence through the use of moderators be they
internal (level of diversitation or of slack) @ external (environment munificence,
complexity and dynamismYhanks to its emphasis on resources and envieohconstraints,

RDT offers arelevant tack to investigate those variablefluence

3.2 Behavioral Theory of thdirm: Attention Based View

As pinpointed in the first pagraph, theupper echelonperspective iggrounded on
the behavioral theory of the firm and more specifically on the concept of botatdedhlity
(Simon, 1957; Cyert and March 1963Hambrick & Mason (1984) proposa information
processingnodel:it starts with an information overload sitiza, where top managers select
bits of information and interpret them according to their past experience and other personal
biases andthen elicits how these psonal construals endp impacthg their organization
strategy and performance

Ocasi®sttention based &iv of the firm complements thgper echelonperspective
well, since it stessesattention as a crucial element forformation processing. Ocasio
emphasises how attention (definasl"the noticing, encoding, interpreting, and focusing of
time and effort by organizational decistomker§ on boh the issue and the answer) is

condtioning decisionmakers@hoices Two features attest for the contibéity of attention
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based view withupper echelong1) it acknowledges the importance of tepecutives and
especially CEOS"The most critical players in attention regulation are typically the CEO
and the top management gréui®casio 1997)and (2)it is rooted into behavioral theory of
the firm (Cyert and March, 1963) and more preciseBtateone of Herbert SimonQsitial
insight concerningittention scarcity

"In an informationrich world, the wealth of information means a dearth of something
else: a scarcity of whatever it is thaformation consumes. What information consumes is
rather obvious: it consumes the attention of its recipients. Hence a wealth of information
creates a poverty of attention and a need to allocate that attention efficiently among the
overabundance of infaration sources that might consuméit.

Stress ad pressure have been documeritediter individualsOattention. Whilense
amount of stress Bdeen proven to induce some alertng&sufer, 2013)high levelof stress
cause significant disruption of adntion in situations where decision maker need to
integrate information from various parties (a situation most decision makergloablized
business worldexperience) and decreaseslecision makesOperformance (Vedhara et al,
2000 ; Chapt & Algom, 2003). In such a context, decision makers have been proven to suffer
more from vision tunellingife. adopting a very narrow spectrum of attention) and premature
closure (.e. deciding too quickly before considering other relevant alternafitiesse two
processes impair in turn their decision effectiveness (Keinan, 1987).

CEO resiliencendicatesCEO mastery o€opingwith stress and adapg to stressful
situations; CEOs resilience ighus very likely to affect their level of attention, which
representsa key mechanism to account for thetrategic choices antheir firm strategic
dynamism.Coupling a consideration of attention with a momnmon consideration of

decisionmaking quality (biass heuristic& ) appears thusvarranted and beneficial for

! Simon, H. A. (1971) "Designing Organizations for an Informafich World" in: Martin Greenberger, ComputeBmmunication, and
the Public Interst, Baltimore MD: The Johns Hopkins Press. ppP40
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investigating the impact of CEO resilience on stratebigices. Given attention basew
andupper echelonperspectiveeomgementary anadcompatibility, | will incorporatethem to
enhance the explanatory powsrCEO resilience influence on firmstrategicdynamism and

firm performance;his coupling echoes a similar move madeCiw & Hambrick in2006

3.3 Contingency Theory: Situational Crisis Communication Theory and a

functional leadership approach

The third essay opens the black box and proposes pina@plssunting for the
diffusion of CEO resilience. In order to be specific and valid, | chose to elicit those
influences in the particular conteat crisis, which putssignificant stress and pressure over
CEOs and Top Mangemenin contrast to the two prewis essays, whichespectively
capitalize on two majoorganization theories (RDT arBEhavioral Theory of the firfABV)
that are not contingent, the third essay adopt a contingency perspective.

A contingency perspective exists Organization Theorand was highly influencial
in the 700s. Itpremises carbe summarized to the following tenets: (Ijhere is an
association between contingency and the organizational strict® "Contingency
determines the organizational structure, because an organizati@t changes its
contingency then, in ceequence, changes its structuemd (3)"there is a fit of some level
of the organizational structure variable to each level of the contingency, which leads to
higher performance, whereas misfit leads to lowefgrarance: (Donaldson, 2001

This match offit translating into higher effectivengsahich stems from what was
called the consonance hypothesis, stands at the core of the contingency theory paradigm
(Gabraith, 1973; Pfeffe& Ross 1982; Domldson, 199% Though having received strong
empirical supporta pure contingency approach in anggzationtheoryis very rare todagnd
its development angdopularity, which spanned over 15 yedrayefaded away. This stream

of research was called structural cogéncy theory as its main focus was on the relationship
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between firmsO environment and firmsOstru¢Rfadfer, 1982). Paper 3 does rimiild,
strictor sensu, othe findings of structural contingency thearyr contibutes to it. Yetit is
built on the ame premises.

Indeed contingency theorizing has nohly beenused in gategic literature but it has
also spaned across different disciplinesver time such as human resource magement
(Delery & Doty, 1996),decision making process (Fredrickson, 198dadership (Fiedler,
1967) or post crisis communication (Coombs, 2007). Given its emphasis on the diffusion of
CEO resilience in the aftermath of a crisisy third paperinvestigats how CEOs manage
their external stakeholders through their communicasivategies and how they manage
internal stakeholdertirough theireffective motivationof TMT members. Theazing on
those two paths, build on two contingency perspectiveamely (1) the situational crisis
communication theorfSCCT proposed by Coomb@007 and (2) a functional leadership
model proposed by Zaaro et al (2001).

SCCT proposea classification of isesbased on theesponsibility attributed to the
firm by the public,a classification of communication strategies and a link betweerwthe t
specifying the most effective match (Coombs 2004, 2007). As such, it represents the most
recent and empirically robust contingency theory of post crisis communication and provides a
sound basis for my reasoning.

Zaccaro et al2001) build upon fedler (1967) and devise aontingency model
detailing the intrecacies of leaeiilowers (Team) dynamicsin the leadership literature
some models have been contingency based and are still taught today in leadership seminars
around the world: the most populardate being the one proposeyl Hersey & Blanchard
(1974, 19838 b claiming that leadership style should be adjusted to maturity of the
subordinates as well as their job matuBityand the onenoposed by Vroom & Yetton (1973)
refined by Vroom & Jago (198&laiming that decision making style should be adjusted to

decision quality and acceptance by subordina#accaro et al (2001) propose that the role
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Taking Stock of Prior Art: At The Convergence of Two Research Stteams
of leaders is to provide team with the resources they lack in order for them to be effective
and contad that leadeximpacttheir team effectiveness thrgh (1) team cognitivg?) team
motivational, (3) team affectiveand (4)team coordination processes. | will adtps model

and apply this frameworto a crisis situation with CE@QMT dyadas unit ofanalysis
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CHAPTER 2

THE IMPACT OF CEO RESILIENCE ON CORPORATE PERFORMANCE:
CONCEPTUALIZATION AND EMPIRICAL EVIDENCE

1 INTRODUCTION

"More than education, more than training, a personOs resilience

will determine who succeeds and who fails. ThatOsririnei

cancer ward, itOs true in the Olympics and itOs true in the boatdroom.
Dean Becker, the president and CEO of Adaptiv Learning Systems

"The moment we believe that success is determined by an ingrained
level of ability as opposed to resilience amddchwork, we will be brittle
in the face of adversity.

Joshua Waitzkin

Since the 19700s, the construct of resilience has been an object of research in psychology
(Garmezy, 1974; Rutter, 1979; Werner & Smith; 1982; Cyrulnik, 1999; Luthar et al., 2000,
among others). Luthar (2006) defines the construct as: OOa phenomenon or process reflecting
relatively positive adaptation despite experiences of significant adversity or trauma.O0 Put
differently, resilience reflects the capacity of a person to bend withveaking, and his/her
capacity, once bent to spring back (Vaillant, 1993). Business leaders value this ability. In a
recent survey, Accentutstressed that 71% of the corporate leaders around the world
consider resilience as extremely important in tligicision to keep or promomployes

While plethora of articles has documented how different CEO (and top management team)
charactersistics translate into organizational outcomasnagement and corporate
governance studigsin contrast to psychology resarch have paid scant attention to
resilience If executive resiliencdas beensuggestedo make a differenceCputu, 2002;

Siebert, 2005Kanter,2006;James & Wooten, 20H) , little empirical researcto date has
systemdécally investigated the impaaif CEO resiliencg(Peterson et al, 2009t seems

rather unfortunateas organisations have to face unprecedented turbulent environments

! International WomenOs Day Survey, 2010
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(Hamel & Breen 2007) whichcause highevel of pressure and stre$s such contexts, CEO
resilience is solicitedral may draw the line between successful and failing initiatiVes.
address this gap in the literature, this paper (1) circumbscribes the construct of CEO
resilience, (2 devises hypotheses rootedupper echelonand resource dependentedry

linking CEO resilience to Firm performanead (3) tests them empirically and conolety

accross sample of 61 S&P 500 CEOs over a 5 year period.

2 THEORETICAL BACKGROU ND AND HYPOTHESES.

2.1 CEO ResilienceDefined

| conceive"CEO resiliencé asthe capacity of a CED to hold well under pressure
and display sustained competence under stres§here are thus two components in this
definition (1) a capacity to absoslrainand (2) a capacity to recover and adjust positively to
difficulties. Borrowing the terminology fra Carmeli et al (2013), | labelthese two
characteristics (1) resilien@fficacious beliefs(l believe | can make ithnd (2) esilience
adaptive capacitieql sense, interpret and respond to the complexities of hardship

effectively)

Furthermore, | danot conceptualize resilience as a personality trait. If portraying
resilience as a hangired and stable enduring psychological trait was common in early
resilience research (Anthony, 1974; Block & Block, 1980), most of the recent findings tend
to infirm this position. Studies have clearly documented that resilientwdsary magit
(Masten et al 199Q Vaillant,1993),devdopable (Reivich & $atte, 2003 Coutu, 2002;
Seligman, 2011), and results from the interaxtibetween the resourcesindividuals and
those of theirenvironment (Werner & Smith, 1982; Masten et al, 1990; Cyrulnik, 1999;

Luthar et al, 2000). conceptualize thus resilience a%statelike" positive capacity, which is
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more malleable than pure traits but remains more stable thanppychological states

(Luthans et al, 2005; Luthans et al, 2006; Youssef & Luthans,)2007

This capacity enjoys different levels ranging from low to high. Resorting to the
Resilience Scale for AdulthoodFriborg et al, 2008 | operationalize resiliencesaa pool of
resources, namely interpersonal and personal protective factors, which have been proven to
ensure individuals normal functioning under pressure. These resources amount to four
categories namely: (1) Personal Competeham pleased with mysedihd | believe in my
own abilities (2) Social Competencel am good in getting in touch with new peoplg3)

Social Supportl have some friends who can back meanqd (4) Personal Structureules

and regular routines make my life easier or | prateplan my actions(Friborg et al, 2003)

Terminology wise, CEOS, who enjoy low, moderate or extremely high level of
protective factors, are, in this manuscript, respectively qualified as low, moderate or
extremely high resilient individuals. | propmihat this level of resilience, viewed as a pool of
resourcesrelates to the two dimensions oésilience, namely1) resilienceefficacious
beliefs (I believe I can make idnd (2) esilienceadaptive capacitied sense, interpret and
respond to the amplexities of hardship effectivglgCarmeliet al, 2A3) in the following

manner:

Table 1-Resilience as a Pool of Resources Impact on Coping and Adaptive Capacities

Resilience Resilience (1) Resilience (2)
Pool of resources Efficacious belief/coping Adaptive capacities
Low - -
Moderate to High + + +
Extremely High + + +/-

A fifth dimension, Family @herence, is present in tRSA. Due to measurement issutkss dimension was dropped from our analysis.
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It is noticeable that these two dimensions play out successively: effective coping
conditions the effectiveness of adaptatibaw resilient people begiit from a very limited
pool of resources leading them to poorly cope with stress and to panic, which, in turn, cause
them to inadequately adapt to the situation. Moderate to high regiéepteapprehend the
severity of the situation angenefit from sfficient resources to manage their stress, which
translate into (1) a sound appraisal of the context and (2) very good adaptive capacities as
their diagnostic and their capacity to address the challenge are adequate. However, extremely
high resilient pedje tend to cope with stress so wigktremelyhigh efficacious belief) that
they are likely to overlook some weak signals and environmental cues; this slightly less
qualitative diagnosign turn, diminishestheir level of adaptive capacitie®r benefitg from
extraordinary high kel of resources, they might mobilize them in the wrong direction or not
in a timely manner. Considering that people can be-magilientis not common in the
literature. Yet, it does appear logical ikght of research findigs pertaining to other
strengths which become weaknesses when overuffed instance,confidence leading to
overconfidence (Malmendier & Tate, 2006r Hubris (Hayward & Hambrick, 1997
Chatterjee & Hambrick, 2007My rationale inthis regard resonatesittv the logic put
forward by different leadershigcholars, who stregbe perils of accentuating the positive
(Kaiser & White, 2008Kaiser, 2009; White, 2009; Kapldh Kaiser, 2013).This quote from
Kaplan and Kaiser(2013 epitomizes this line of reasang: " Wee seen virtually every
strength taken too far: confidence to the point of hubris and humility to the point of
diminishing oneseliVe've seen vision drift into aimless dreaming and focus narrow to tunnel
vision. Show us a strength, and we'll @giyou an example where its ovarse has
compromised performance and probably even derailed a car€@msidering that similar to
other strengths, there is a tipping point, a threshold above which resilience can become less
advantageous appedttus sengble and is represented by this third category of extremely

resilient individuals.
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Another way to make sensé this tableis to resort tanetaphos. One venue is toefer to
Aesop orJean de Lafontaine fable of Othek@nd the eedOmagery:a low resient CEOQ
appears like a weak oak that breaks quickly in face of strong windse Msilient CEOs
behave like eeds, easily bending and springing back to their initial position. Too resilient
CEOs behave like hyper resistamted that spring back to eqbiium so quickly that they

become very powerful oaks no longer perceiving or affected by wind blows.

A second venue is to invoke the figure of Kairos, depicted also by A€s6p BC)
in his fable"Opportunity as bald but with gock of hair on his feefead. He is travelling in a
storm andwitnessesonly have a fewmomentsto grasp fm by his hair. low resilient
individuals absortstress so badly, that by the time Kairos is at their door, they are on the
floor incapable of gasping him. Moderate to Higresilient CEOs feel the wind coming and
have the resources and stamina to stay on foot and seizetién he passes. In contrast,
extremely resilientCEOs will only feel a slight breeze and leave him escape, without
noticing. As such, the main line of asoning is that resilience affects the capacity of

individuals to seize the opportune moment, when it passes by (Baturnek & Necochea, 2000).

In his poem"Capitolo LOOccasecheNiccolo Machiavelli (1506) invoks the same
notion of Oopportune momemalled la Fortunaand who is portrayed, for a changes a
woman. It is nticeable that the impossibility @fraspng the deityhair is invariant through
ages "E Few know me, Opportunity amThe reaon that | never can be sti#§ because on a
wheel my footakh lie; [E] | spill my tresses fawards that they flow as spurilvcoveing
over face and bosom, so passing be recognized by none; Behind hgad no single hair
doth grow, vinerefoe he gazeth vainly when maylbleasten by or look back as | §d'Tell
me, who is it that accompanieth th&&3he is calledPenitence: O take good cardHe

keepeth herwho cannot capture me!And thou who chéeering wastest time so
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rare, Immersedn matters vain and manifold\las, hast thounot seen, nor art awarehat |

meanwhile have slipped out of thy Hold

2.2 CEO roles, CEO Resilience and firm performance

This elasticity feature of CEOs is likely to affect their organizatibrconsider the
organization as an open system and rely on Res@&pendence Theory tanalyze
organizatiomal behavior and CE&Droles. Resource Dependence Theory stresses that
organizations are not self sufficient and depend for their functioning and development on
resources supplieby their environmentOrganizationsare engaged in exchagg with a
myriad of actorsthat can be internalemployeek ) as well as externa{shareholders
suppliersE) on which their growth and survivatlepend.| hereafter label these actors
stakeholderssince theyrepresentgroups or individuals who can affectrde affected by the

achievement of the organization objectivfsreeman, 1984).

The degree of dependence betwdba organization andts stakeholdes varies
according to the criticality and the availability of the resositmeing exchanged, which in
turn determine their respective powerhe powe of the organizationover a given
stakeholders defined as'the amoutof resistance on the paot the stakeholdewhich can
be potentiallyovercome by the organizatio(Emerson, 1962) or put differdy, the ability
of the organizatiorio "bring about the outcome dtesire$ (Pfeffer & Salancik, 1978)The

more dependerthe stakeholdes, the less poweit enjoysand vice versa

In order to be successful, organizatidrase toalign their strategic choes with the
characteristics of their environntenTo achieve this alignmer€@EGs attempt to maximize
the power of theirorganizatios by decreasing their dependence gpecific supplies of

critical resource and/or by inceasing othef@dependence orneéir organization Pfeffer and

1"~ »Capitolo LOOccaseeh Niccolo Machiavelli, FromAn Anthology of Italian Poems 1319th Centunselected and
translated by Lorna de® Lucdhlired A. Knopf, New York; 1967pp. 116117, 352
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Salancik (1978kontend that managers fulfttiree distinct duties: aymbolic,a responsive
and a discretionary rolel envisionthat theextent,to which CEOseffectively fulfill these

three rolesrestsupon their resiliace potential.

Indeed, organizations are rife withternal and externatonflicts that arise wken
interdependengroupsfight for the same resources. The capacity of the CEOs to resolve

those conflicts antb resort to power whemeededraries accordingp their resiliece:

1.The symbolic rolemight be the simpst role fulfilled by CEOs and
entailsa series of social, legal and ceremonial obligations such as attending formal dinner,
welcoming important clients or signing contracts. Tiesforces stakehdersdpinion that
CEOs are ircharge and can be held accountable for the decisiothgperformance of tire
company.Facing adversity] contend thatow resilient CEOs qickly give in; confronted
with serious challengs, they rapidly feel overwhelmed antbnvey thisimpressionto
different stakeholders by not communicating @mmunicatingpoorly. They appeanoften
"unavailable for commm", causeconfusionand theirinternal followers end up taking the
leadto propose and enact quick fixés contrastmoderate to highly resilie@ECs size the
severity of the challenge, are affected yreimain lucid and quickly dunce back to fulfill
their mission They live up to the expectations of their stakeholders since they send clear
signals and gpear directlyinvolved | draw a line between CEOs enjoying reaate to high
level of resilienceand extremely resilienCEOs. Extremely resilient CECare sure of
themselvestheyare backed bgignificantsccial supportand they show itThey convey an
image oftheir organizatioras altpowerful,almostappeatinvulnerable andbelieve their own
press.This high amount of resources likely to cause hubris (Roll1986; Hayward &
Hambrick, 1997)Facing a challenge or conflict, they display lack of discernpresortto
power and mightcome acrossas arrogant. Over time the resentment diggruntled

stakeholderduilds up andin fine prove detrimental téhe companyNemesis is never far

™



The Impact of CEO Resilience on Corporate Performance:
Conceptualization and Empirical Evidence

from hubris andwhen hardhip strickes, disgruntled stakeholders will enjoy theghdetf
seeing the once lofty brought back to edRbather & Sherman, 2002 pleasure also called

Schadenfreudd-gather, 1994, 1999; Wiesenfeld,et al, 2008

Pfeffer and Salancik1978) also underscore two substantive roles of managers namely a
responsre role (aligning the organizatiorio fit the constraints of its environmengnd a
discretionary role (acting directly upon the contexto alleviate or neutralize some

constraints)

2. Inline with Pfeffer and Salancik (1978)do not conceptualize CEOs '&all-
seeing visionaries devising strategic plans in their ivory towerslbwather view them as
assimilatorsselecting, whickdemands should be attended to and which propositions should
be heededOn a daily basis and under strict time constrai@&Qsassimilate information
emanating from different stakeholders, assess the validity of their cdaidhslecide which
will be honoredIn their selection process, thekiouldin priority respondo claims made by
powerful stakeholders,since these stakeholde control critical resources for the
functioning/survival of their organizationt order to fulfill satisfactorily their responsive
role, CEOs must accurately comprehend therganizatioml context and the
interdependences encompassed. propose tha CEOsO resiliencenpacts theirlevel of

comprehension.

Low resilient CEQ@ facing overt conflict such as strikes, boycotts or takeover
attemptsare prone to dysfunicin and to misread the stakestlo¢ conflict. They are
likely to overestimate the potey of the contenders and wihus not respond
accurately. Paralyd by the event, they wilireeze and either do nothingtie
unavailable for comment scendfoor engage in erratic direction with the

willingness to conform to the mounting claims frotakeholdersE Depending on
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the situation, they will thus &ier commit to the status quo display an excessive

amount of versatility

Extremely resilientCEOswill equally dysfunction butor different reasons:
they are likely tounderestimate the issueverlook some stakeholders and misread
their claims. They are likely to downplay the severity of the threhéy
organizatios faceand to réy on the old practicesthat brought them success and
power. As such, they will also exhibit a strong commitrhém past methodand to
the status quoln contrast, moderately to hilyhresilient CEGQ will first feel
affected by the situation, which will prompt them toefally assess theontext and

will thenbounce backo find ways to handle.it

While low resilient CEOs see the glass as almost empty and extremely
resilient CEOs see it as almost full ogterately to highly resilient CEQsiccessively
see itas half empty andalf full. As such, theyenefit from amore accurate pictar
of their organizatioal context which conditions theiperformance as responsive

managers

3.In order to successfully fulfill their discretionary roles, CGERust

enjoy significant support. Acting upan organizatioal context(through lobbying, merger

& acquisition cooptation.) to modify the rules of the gameequiresaccess to critical

resources andolid political and business connectioBgtremely resilient CEQsw~vho enjoy

the most extensive network of supparguld be expected tosurpass their less resilient

counterpartsn performing thisdiscretionary roleYet, their actionfeffectivenessests upn

accurate evaluatioof their context contingenciend as stressed in the previous paragraph,

excessively resilient CEOs are likely to display excessive confidencedahdtad them to

dysfunctional decisioimaking bearing high costsrfthar firms (Malmendier& Tate, 2005;
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Hayward & Hambrick, 1997Chatterjee & Hambrick, 20Q7Thereforemoderately to highly

resilient CEOs appeasthe most apt to fulfill their disctienary role effectively.

In summary, low level of CEO resilience will induce low level of organization
performance. Moderate to high level of resilience enables CEOs to keep healthy functioning
under stressful situations and to preserve the timing aalitygof their decisioamaking as
well as the quality of their relationship with their stakeholders; this level of resilience will
thus induce higher performance. Extremely resilient CEOslatesd from their organization
environment and stakeholdersCsgmee will neglect some contextual cues and overestimate
their strengths, which might, in fine, prove detrimental to the performance of their

organizations. Hendepropose,

Hypothesis 1:The relationship between CEO resilience and firm performasice i
curvilinear (inverted UShapég, with higher firm Performance at moderétehigh

CEO resilience than at low or extremely high CEO resilience.

Figure 4-Hypothesized CEO Resilience Impact on Firm Performance
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Sticking to a resourceegpendence perspectiviealso propose that both organization
characteristis and organizatioriask environment moderate the relationship between CEO

resilience and firm performance.

2.3 Looking Inwards: the Moderating Role of Firm Characteristics

CEO:s in diffeent types of organizations are not exposed to the same constraints and
contingencies, to the same level of information processing requirements and to the same level
of uncertainty. CEOs of highly diversified companies with low level of organizationd slac
face bigger challenges, which render their resilience more central for their organization
performance. Hencé propose that the level of diversification and the level of organizational

slack moderate the relationship between CEO resilience and firoriparice.

As a preliminary commenthose moderating effects shall not modify the general
shape of the relationship proposed in PropositiowHich should keep a bell shape format
Sofar in my analysis,| have not identified a cwlition that would reveesthe inverted U
curve put forwardn proposition 1. The moderators are however proposed to affect the slopes

of the curve (upward and downward parts).

More specifically,firm diversification represents a way for organizations to lessen
their dependence ev some elements of their environment. Some empirical studies have
documented the positive relationship existing between the strength of organizationsO
dependence on few stakeholders and their propensity to engage in diversification (Pfeffer and
Salancik,1978), others have investigated whether related or unrelated diversification brought
better returnsElgers and Clark, 198QRumelt, 1982; Palepu, 198&hatterjee, 1986and

have reached mixed findings (Chatterjee and Wernerfelt, 1991).

Whether diversiftation generates superior perfomoa is incidental for my purpose

am interested by the effect of diversification on the relationship between CEOsO resilience
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and their firm performance and therefore scrutinize the effect of diversification on the
emergnce of conflicting demands and stressors affecting CEOs. Though diversification
enables organizations to hedge against strong dependence, it also increases the number of
stakeholders and demands organizations have to face. By multiplying the numberraf int

and external stakeholders as welbdapendencies, diversification increases (1) the volume of
information CEOs have to process, (2) the complexity of this information and (3) the amount

of decisions that need to be made (Chandler, 1962; Thomps6én). Ddversification also
increases the probability that conflicting or competing demamesoiced internally (e.g.

among different departments) and externally (among different interest groupsE).

In highly diversified corporations, therefore expect GBs to be more cognitively
challenged and more frequently confronted to conflicting demands. In order to manage their
diversified organizations effectively, CEOs need to manifest specific capabilities.

First, in view of extranformationload and stakehodat diversity CEOs need to show
more diversified skills and hold a wider breadth of experience. Given the heterogeneity of
their diversified organizations, these CEOs stand for the unity of their organizations and
warrant their coherence. Hence, their @iyato signal that they are in charge is of
paramount importance: it instills a sense of purpose internally, and reassures stakeholders
externally.

Second, as their organizations operate in different business environments, CEOs need
to gain access and laequainted with new stakeholders frequently. Their faculty to easily get
in touch with new people and adjust to new social milieus represents thus an asset.

Third, diversification multiplies the number of challenges and conflicting demands the
organizatbons have to face. Resolving them requires an ability to tap a wider pool of

resources. All other things being equathus consider that CEOs enjoying a wider network
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of contacts will be more likglto get the support they need to address those challemgds
and effectively.

Finally, highly diversified firms have more layers of control than their more focused
counterparts; power and decisioraking are more decentralized and more formalization is
required so that control can be exercised. In ordereap kKheir businesses aligned, CEOs
need not only to appear as symbols of unity but also to wisely allocate resources and
systematically monitor their returns. Due to the varietynafketsand industries served by
their organizations, CEOs cannot masterheaf them. They thus resort more to financial
than strategic controls (Baysinger and Hoskis4889) and, in so doinghey have to follow
strict and rigorous procedures in allocating resources and controlling their use. All else being

equal,highly strictured CEOswho resort to regular routines, will make a difference.

Conversely, in focused corporations, these competences might be less Plogent.
number and diversity of stakeholders are more limited and they fall into one industry.
Although the CEOse®rd to coordinate different departments internally, the coherence of the
business is not under threat. Therefore, CEOsO ability to underscore that they are in charge, is
of less importance. Moreover CEOs know extensively the industry their organizations
operate in; they have been in touch with the major stakeholders for a while and the situation
is unlikely to change quickly. While they still need to interact intensely with few stakeholders,
they do not need to gain access to new contacts frequently. Heacefluence of their
social competence on their firperformance can be discounted. Similarly, the breadth of
issues that organizations encounter is more restricted and these challenges require less
assistance to be overcome. CEOs benefiting from acatest number of supports might thus
not be at a strong disadvantage. Finally, in focused organizations, CEOs are likely to resort to
strategic control (Baysinger and Hoskisson, 1989). Adopting a ldaagerorientation, they

get involved in a variety ofatisionmaking situations, but, given their knowledge of their
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industy, they donot have to follow a strict agenda address themThe requirement to
sequentially process huge amount of information being relaxedfolessed CEOs may not

be severely paiized.

Taken together, these elements, which cover four sub dimensions ofillence
construct(personal and social competence, social support and personal structure), lead us to
propose that CEO resilience bears stricter consequences for highisifaidecorporations.

The moderating effect appears symmetrical lgobpose,

Hypothesis 2a: The level of firm diversification strengthens the curvilinear

relationship between CEO resilience and firm performance.

Figure 5-HypothesizedModerating Effect of Firm Diversification
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Firms also vary according to their level mganizational slack Paraphrasing Cyert
and March(1963), Bourgeois (1981) definesganizational slack as cushion of actual or
potential resources whichllaw an organization to adapt successfully to internal pressures
for adjustment or to external pressures for change in policy, as well as to initiate changes in
strategy with respect to external environmieAts a surplus of resources, slack can be readily
available- surplus of cash recoverable buffer stocks or potential Bextra equity or debt

that can be raisedBromiley, 1991; Tan and Peng, 2003).

As previously mentioned, CEOs attempt to align their organizations with their
environment and face cortdling demands. Slack determines the latitude that CEOs enjoy to
answer those claims. It also reflects the maximum amount of stakeholdersO pacification CEOs
can afford. Framed this way, the influence of slack as a moderator aksilience
performancerelationship becomes centrdbn the one hand, CEOs enjoying high levels of
slack have ample means to respond to their stakeholdersO demand and are thus unlikely to
experience strong opposition; on the other hand, CEOs with low levels of slack experience
the full pressure emanating from their environment and have little roorietaage it. The
impact of CEOresilience on their firm performance is thus likely to vacgaading to their

organizatiorslack.

In low slack organizations, CEOs enjoy little buffegainst the turbulence of the
environment. They experience shortage of cash and/or high debt to equity ratio that may lead
them to the brink of bankruptcy. In such a situation, organizations are under pressure and
stakeholdersO attention wita the CEOsas symbols, they enjoy greater visibility and their
messages are under scrutiny. They have to show that there is a steady hand at the helm of
their corporations and, in order to be convincing, they need to trust their own abilities. CEOs
scoring high orpersonal competence should thus perform well in such a context and manage

to maintain healthy relationships with most stakeholders. With mounting claims and few
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resources at their disposal, CEOsO capacity to relate to others also makes a difference. In lea
years, CEOs who communicate well, manage to keep their troops motivated and succeed in

retaining talents.

In contrast, CEOs with low score in social competence cannot balance the absence of
extrinsic rewards and quickly send their organization throudbvanward spiral. Moreover,
it is in difficult times that business contacts and supports prove invaluable. For CEOs
enjoying wide support network, sontors remain open and they can enable their firms to
bounce back. For instance, Davis and Cobb (2009}tiorethe case dfa large national real
estate firm headquartered in Michigan which faced an unwanted takeover bid frafr out
state rival and"was able to successfully call on the state legislature to pass legislation to
prevent the takeover and (allelyy save local jobds Should a CEO not benefit from a
sufficient support network, all doors would remain shut, bearing dire consequences for
his/her corporation.

Finally, it is when slack is low that the capacity of CEOs to remain focused, stick to
the drategic plan and implement decisigetions,brings most value. CEOs have indeed to
satisfy more stakeholders with fewer resources and they need to display great rigor in
discriminating among claims, allocating resources and tracking their use. Henloe, hig

structured individualarebetter fit to meet these requirements.

Conversely, in high slack corporations, CEOsO resilience should have smaller effects

on the performance of their organizations.

First, if stakeholders still value positively teelf coridencedisplayed by CEOs and
their displayed control, they shall not worry about the financial health of the corporation. The
sustainability of their ongoing business relationship is not under threat, and different levels of

CEO optimism andelf confidewewill bring closer results.
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Second, CEOs have the resources to satisfy conflicting demands simultaneously.
Provided that stakeholders receive the share of resources they claim, they are unlikely to
voice much concem Hence, the capacity of CEOs to dendisgruntled stakeholders and
keep them on board thanks to their social skills shall be less solicited and comparatively bring

less value.

Third, a high level of slack insulates the corporation from the pressures of their
environments and the embeddess of the CEO in a wide support network, though positive,

is less crucial than ialow slacksituation

Finally, high level of slack enables focused and unfocused CEOs to keep financing
projects. Being highly organized does not appear as strict a iconfdit good performance.

Hence,l propose,

Hypothesis 2bThe level of organizational slack weakens the curvilinear relationship

between CEO resilience and firm performance.

Figure 6-HypothesizedModerating Effect of Firm Level ddlack
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2.4  Looking Outwards: the Moderating Role of the Task Environment

In line with Hrebiniak and Joyce (1983)do not view determinism and voluntarism
as mutually exclusive but rather consider that both of them affect firm performance (Child,
1972), aconsideration that is fully consistent with resource dependence thegiyen task
environmentdeterming CEGOroom of action ad the extent to which theiesilience is
solicited. | therefore propose that the relationship between CEO resilience and fir
performance is moderated by the cloteastics of the organizatiotask envionment.
Deriving insights from population ecology and resourepehdence theories as well as
AldrichOs (1979) codification of environmental cooditi, Dess and Beard (1984)veiled
three environmental dimensionstunificence complexity and dynamism. Each of these
dimensions bears didrent consequences for the relationshgiween CEO resilience and

firm performance.

Environmental Munificencerepresent®ie extent to whitc an organization has to
expand its area of operation to obtain the resources it requiresO' (Aldrich, 1979). It measures
the availability or the scarcity of critical resources in a given environment. In this séoéion,
reasoning echoes thpgevious discasion about slack; it seems consistent since environment
munificence directly influences the amount of slack organizations can generate (Cyert and
March, 1963).

Low munificence environments comprise mainly mature and declining industries, in
which resoures are scarce. Organizations fight for these resources, and survival becomes a
pressing concern. Competition intensifies and tough decisions need to be made (in terms of
budget allocation, human resources decisionsE). The range of options becomes nteck limi
and consolidation in the industry inexorably follows, "aging the last one standihdgs

viewed as the only viable strategy. The scarcity of resources, which exacerbates interpersonal
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and intergroup conflicts and fosters the pursuit of divergent tgsc¢ also challenges the

integrity of the organization.

In such a contextCEO resiliene crucially affects their firnperformance. First, to
achieve positive results, CEOs need to be decisive and stand for a direction in the storm; as
the future of thig organizations appears uncertain, CEOs have to maintain trust with internal
and external stakeholders. Only if CEOs trust their ability to solve probdemhsdesign
realistic plans, dahey demonstrate their competence and keep healthy relationships with
their environment. People scoring high in personal competence should manage to reassure
external stakeholders, while guaranteeing the cohesion and unity of their organization.

Second, CEOs have to take drastic and painful decisions, such as closingplants
laying people offTheir level of social competence should strongly affect the effectiveness of
their initiatives. Strong social competence should help them sweeten the pill, minimize
frictions and preserve the morale of remaining employees. Theicibaftarelate to others is

thus likely to crucially affect theffectiveness of their initiatives

Third, CEOsO capacity to implement restructuring programs also rests upon their
amount of social support. Through good connections within their indugtieg,can, for
instance, maintain sound relationships with labor unions or gain access to rare resources held
by politicians or legislators. Being highly connected might also favor projects of merger by
informally interacting with potential targets and rgag access to sources of capital. Yet,
having frequent contacts within industry members may generate unintended consequences:
CEOs of companies operating in low munificent environment have some incentives to
engage in illegal acts (Staw and Szwajkow4Ri75) and frequent interactions might entice
them to do so (e.g. price fixing schemes).

Finally, low munificent environment leave little room for luck and actions such as

downsizing, mergers and acquisitions or post merger integration, needs to be ycarefull
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planned. Allocation and use of resources also require systematic and precise monitoring.
Therefore, highly structured individuals should make a clear difference in low munificent

environments.

Conversely, in high munificence environments, the abundahoesources relegates
survival preoccupation to the background and firms build some slack that enables them to
hedge against hardship, venture into new territories or explore new organizational forms.
High munificence environments give CEOs certain ldgtwf action since there is little
friction over critical resources. This implies that CEOsO personal competence should affect
their organization performance less strictly. Indeed, their organizations do not experience
deference from stakeholders and theiity is not challenged by dissensions. The benefit of
displaying strong self confidence is therefore lessened. Similarly, CEOs can pacify different
stakeholders simultaneously by resorting to slack and their organizations enjoy some power
over their stakholders. Given that negotiations and concessions are not common, CEOsO
social competence should less severely impact their corporate performance. Being widely
connected and enjoying the support of a wide network remain beneficial in times of growth
as acess to extra information can open new business opportunities. Relationships with
stakeholders still need to be carefully managed as growth brings its own set of challenges and
attracts, for instance, new rivaiéet, the impact of such support doegt directly affect the
survival prospects of the firms operating in munificent environments (as it does in low
munificent situation). Finally, all else being equal, less focused CEOs are unlikely to be much
penalized in highly munificent environments. Given ttiegtir organization hold significant
power, good performance can be achieved through different means or organizational
structures. The degree of CEOsO personal structure should thus matter less.

Taken together, these elements, which cover four sub dinmsneiothe resilience

constructs (personal and social competence, social support and personal structure), lead us to
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propose that CEO resilience bears stricter consequences in low munificent environments.

Hence,l propose,

Hypothesis 3a: The level of envanment munificence weakens the curvilinear

relationship between CEO resilience and firm performance

Figure 7-Hypothesized Moderating Effect of Environment Munificence
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Environmental dynamisnreflects the extent to which changedifficult to predict
for organizational members. Dynamic environments are highly volatile and heighten the level
of uncertainty organizations and their leaders have to face. In terms of decaorg, such
environments increase the amount of informatioet needs to be processed and put extra
burden on the decision makers (Galbraith, 1973). Environmental dynamism moderates the
relationship between firm performance and decision process rationality (Priem, Rasheed and
Kotulic, 1995), outsourcing (Gilleyral Rasheed, 2000) or discretionary social resibdity
(Goll and Rasheed, 20D3Jnexpected change and evolution create disruptive environmental

conditions and CEOs operating in turbulent environments are likely to be regularly thrown
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out of their comfar zone, which causes stress and anxiety (Waldman, Ramirez, House and
Puranam, 2001). In such situations, their capacity to absorb shocks and bounce back will be
particularly solicited and their resilience will clearly affect their organization performance.

First, in order to quickly respond to unexpected environmental changes, CEOs must
hold the strong conviction that they canake it. Should they not have this conviction and
the whole organization would be crippled by doubts. Their capacity to fostienisp,
instills confidence and lieg decisivematters.

Second, their social competence also significantly influences their followersO
willingness to contribute and be reactive. LeadersO behaviors and attitudes affect their
followers (Tyler and Lind, 1992 For instance, leaders, who relate effectively with people
and remain accessible, contribute to fospeychologically safeclimates that increase their
followersO ability to perceive environmental cues as well as their willingness to contribute in
dedsion-making (Edmondsonl1999, 2002). High level of CEO social competenbas
render their organization more apt in dealing with dynamic environments.

Third, corporations operating in dynamic environments run the systemic risk of
getting caught off guardCEO social network can help them mitigate this risk: CEOs
enjoying access to numerous contacts are indeed likely to better sense evolutions in their
industry and can prepare their organizations to face them sooner than their competitors.
Hence, strong sal support can act as a buffer for uncertainty and impact firm performance.
Finally, given the volume of information that needs to be filtered and the amount of cues that
need to be scanned, highdyructured CEOs will better organize their times andeaeh

greater agility by resorting to daily routines.

In contrast, corporations operating in stable environments are insulated from the

disruptive influence of dynamic conditions. They benefit from good visibility on their

markets and have been able ézwwe strong relationships with their important stakeholders.
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Their product life cycles are often longer and theyadten engaged in mutually dependent
long-term relationships with their stakeholders. The volume of information that needs to be
processe@nd the uncertainty incurred by the business appear limited. Indeed, the situations
encountered by managers keep reoccurring, which enable them to cut corners and resort to

heuristics effectively.

Therefore, the impact of the four sub dimensions of CE@silence on firm
performance should be weakened: (1) CEOs still need to demonstrate confidence in their
choices but little pressure will put this confidence under a fair test (2) the impact of CEOsO
social competence on their team reactivity remaingivali the requiremenof reactivity is
loosened, (3) @ing member of a narrow network should prove as beneficial as participating
in a wider network and (4) no real pressure is put on the CEOsO capacity to handle
consequent volume of information quickWhich rerders tight organization controptional.

All things considered, thus propose,

Hypothesis 3b:The level of environment dynamism strengthens the curvilinear

relationship between CEO resilience and firm performance.

Environment complexityreflects the extent to which environments are heterogeneous
and composed of diverse actors (Emery and Trist, 1965; Lawrence and Lorsch, 1967,
Thompson, 1967). Environmental complexity varies according to the number and
dissimilarity of the environmental elemergdirm has to interact with (Cannon &t John,

2007). The more interactions argktmore dissimilar they are, theore complex the
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Figure 8-Hypothesized Moderating Effect of Environment Dynamism
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environmentis. Both complexity ad dynamism increase the degree of environment
uncertainty that CEOs have to face (Lumpkin and Dess, 2001). More complex environments
prompt CEOs to perceive greater levels of uncertainty and they thus need to process a higher
volume of information (Duncarl972)

Complex environments induce extra pressures for organizations and CEOs.
Complexity increases the number of stakeholders involved in a transaction, which in turn
magnifies the possibility of conflicts. To sense effectively their environment, aejems
need to adopt a wider scope of analysis, influence multiple internal and external constituents
and get more intensely involved in problem solving. CEOs and decision makers operating in
such environments witness extchallenges and need to processreased amount of
information to reach satisfactory decisions. CEOsO resilience influences the extent to which

their organizations make sense of environmental complexity and handle it.
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As for environmental dynamism, CEOs first need to bellgkiey canmake it and
have strong confidence in their capacities. Otherwise, they would quickly feel overwhelmed
with information and would end up stifled by the stakes. Their optimism and confidence
convey in turn a sense of purpose to their followers, whichgitrens the cohesion along the
decisionmaking chain. Significant personal competence can thus be viewed as a prerequisite

for success.

Second, CEOs operating in complex environment should benefit from high social
competence: (1) Social competence foswrand relationships with their followers and
enable them tsense better the environmensyphological safety) and (2) it enables the
CEOs to have access to a variety of cooperative stakeholders and gain a more holistic
comprehension of the situation. Cplexity implies more numerous stakeholders and the

capacity to adapt to different milieus and remain flexible is likely to make a difference.

Third, complex environments heighten the probability that conflicting demands arise.
Enjoying strong social suppcand having access to a wide network maximize the possibility
that these claims will be handled effectively and provide CEOs with more cues about their
complex context. Finally, in order to grasp complexity and take decisions, numerous
stakeholders wiltake part in thelecision making process andder will need to emerge from
chaos. Managing this process requires method and organization and highly structured CEOs

shouldenjoy a significant advantage.

Taken altogether,amplexity increases the strain prt CEOs,so as the possibility to
dysfunction and commit mistakes incremas well. Misreading the stake and not correcting
such mistakes will severely hit the firm performance. Hence, the effect of extremely resilient

CEOs insulation from their envirorent is proposed to be strengthened.
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In contrast, in low complex environment, organizations depend on few critical but
similar stakeholders; CEOs are able to easily scope their environment since the variety is
limited and the soureeof conflicts clearlydentifiable and predictahldherefore, following
the same rationale as for environmental dynamism, | expect that each sub dimensions of
resilience will have weaker effecon firm performance. CEQ=enefit from good visibility
on their markets and have dre able to secure strong relationships with their important
stakeholders. Their product life cycles are often longer and they are probably engaged in
mutually dependent lontgrm relationships with key stakeholders. The volume of
information that needs tbe processed and the uncertainty incurred by the business appear
limited. Indeed, the situations encountered by managers keep reoccurring, which enable them
to cut corners and resort to heuristics effectively. Therefore, the impact obuhesub
dimensims of CEOresilience on firm performance should be weakened: (1) CEOs still need
to demonstrate confidence in theliroices but little pressuiguts this confidence under a fair
test (2) the impact oE EO social competence on their team reactivity remaalsl but the
requirementdr reactivity is loosened, (3emg member of a narrow network should prove as
beneficial as participating in a wider network and (4) no real pressure is put on the CEOsO
capacity to handle consequent volume of information dyickvhich renders tight
organization optional .

All things considered, | thus propose

Hypothesis 3c:The level of environment complexity strengthens the curvilinear

relationship between CEO resilience and firm performance.
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Figure9-Hypothesized Moderating Effect of Environment Complexity
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3 METHODOLOGY

3.1 Sample and data collection

The sample consists of five years of data (2002 to 2Q@6)jsafocused on theEDs
of US S&P 500 corporations (public or privately held for which financial information is
available). The OS&P 5000 list is compiled by Standard and PoorOs and ranks those
corporations according to their market valueetain CEOs who held their jobsrfat least
two of the five years and started their tenure in 2001 or later (to address any possibilities of
survival bias). A case has been made in the finance and economic literature for not taking
into account companies from the financial see®IC codks between 6000 and 6998ince
EBIT information are not provided for these companies (Berger & Ofek, 1995) and their
profitability is not canparable to other industries (Kie, 2009; Hund et al, 2010Provided
that| apply these filtering parameters agiden the availability of data fahe moderating
variables(available and potential slack, business and geographic diversificadimh)¥or the
dependent variabldespecially the information pertaining to social support and social

dimension of resiliengel reach a final sample of 61CEOSin 61 unique firms.

Sticking to theconcepualization of resilience as'guasi statg | measure resilience
and other moderators annually, yielding a total2d4B8 CEO-years for testing the effect of
resilience.l genegated a one yedead variabldor ROA, thedependenvariable; this design
puts the hypotheseo a conservativiest,asl do not allow recursive or circular relationship
between resilience and firm performantealso included some control variablesthey at
the CEO, Firm or Industry levell moreover controlled forendogeneitynamely the
possibility that some resilient CEOs are drawn to certain specific situations or corporations
and selection bias -since the sample is unbalanced, if highly resilie@EOs have
systematically longer tenerthan lower resilient CEOsesults would be biased amdad to

account for this possibility
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3.2 Measurements
3.2.1 Resilience Scale and Proxy
Though some researchers adopting a processtatiien reject the use ospcdoloicalscales
to measure resilience and contend tleatlience cannot be directly measured and should be
inferred based on the level of adversity and the |@fepositive adaptation (Luthar &
Cushing, 1999; Lutha& Zelazo, 2003), most research to dagve resorted to resilience

scale.

A review of "resiliencé assessment scafeshows nineteen resilience instruments
designed over the last twenty years (including four refinements of previous scales), and
assesses their validity. Among those, threeescakceive the best psychometric ratings:
namely, the ConnelDavidson Resilience scale or €RISC (Connor & Davidson, 2003),

The Resilience Scale fordlt or RSA (Friborg et al, 2003and the Brief resilience scale
(Smith et al, 2006). Among these threalss,| choose to consider the RSA and-®3C, as

the Brief Resilience Scale was designed to specifically assess the ability to recover or bounce
back from stress, with the purpose to help patients who suffer from health problems. This
scale is thereformore restricted than the other two, apbearsomehowtoo narrow for my
purpose The RSA or CERISC can therefore provide a basis foy operationalization of

CEO Resilience and will play the same role as the one dewoteEmmonsO NPI by

Chatterjee anéiambrick in their operationalization of hubftis

The orientation and dimensions of these two scales are summaeizzadter:

1G.Windle, K.M. Bennett & Jane Noyes (2011), OOA methodological review of resilieasurement scales@&alth and Quality of Life
Outcome 20011, 9:8. http://www.hglo.com/content/9/1/8.

2 In a previous resilience scale reviews by Ahern et al, 2008, these two scales received a score ofRalaveérdscore attributable to
their ebsence of application in adolescent settings and not to validity considerations.
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Table 2-Two Resilience Scales: RSA and RISC

RSA
Friborg et al, 208

CD-RISC
Connor & Davidson 2003

Orientation | The goal of this scale is to assess intra | The authors define Resilience as a qug
interpersonal protective factors that ¢ residing in the individual and that reflec
thought to facilitate adaptation in the face| their caacity to cope with stress. The goal
adversity. this scale is to measure individualsO st

coping capacity.
The authors derived insights fro
longitudinal research on resilience (Wern| The authors relied on three authors (Kobeé
1989, 1993; Cesrblad, 1996) and majg 1979; Rutter 1985 Lyons 199)) to identify
developnental researchers (Rutter, 199 characteristics of resilient people and throy
Werner, 1993; Garmezy, 1993) wh( Factor Analysis, they unveiled five
identified three major stakeholders in t| dimensions.
resilience process: the individud his/her
psychological and dispositional attributg
his/her family cohesion,nal support and th
existence of external support syster
Based on these initial categories, th
derived items for their questionnaires alg
five dimensions.
This is a multilevel measure. This is an individual level measure
Resilient personality traits are measured Resilient personality is the sole focus of t
the context of other resilience factors. measure.

Dimensions| 1. Personal competence. 1. Personal competence, High standard

2. Social competence.
3. Family coherence.

4. Social support.

5. Personal structure.

Tenacity.
2. Trust in oneOs instincts / Tolerance
negative affect/ strengthening effectd
stress.

3. Positive acceptance of change & Seg
relationships.

4. Control.

5. Spiritual influences.

As advanced in the procesmdel orientation, resilience is influenced by (1)

individual attributes (attitude and behavior) (2) the support an ohaivimight enjoy in

his/her family and (3) the resources he/she can tap in his/her wider context (confidents, role

models, friends). Sincé define CEO resilience as ‘sstatelike” positive property, the

influence of these external factors adpe takennto account in myperationalizationRSA

incorporates these features in its design and thus provides a more robust operationalization of

CEO resilience: it encompasses more dimensions of the construct and acknowledges the
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influence of social and familyupport. Asl detail hereafter, resort to unobtrusive measures

in evaluating the dimensions of RSA.

Echoing the five dimensions stressed by Friborg et al (2003), in the RSA, nd@mnely
Personal Competencg) Social Competence, (3) Social Support andP@rsonal Structure,
| resort to the following unobtrustive measures and indicators: (1) the prominence of CEO
photograph in his/her company annual report (2) the membership or participation of CEO in
the governance of nongovernmental, nonprofit instingi (3) the number of boards,
exclusive clubs and business policy association, federal government advisory committee the

CEO is involved irand (4) the size of the TMT.

RSA had a B dimension, namely family coherendeinitially attempted to account
for this dimension; yet, did not find any reliable proxy and decided after numerous attempts
to drop this dimension. EverZEO in the sample is married antias minimum two
childrerE and registering the number of mentions to his spouse or husband in his/her
conversion could bring confoundj signals. Indeedyne of the CEO irthe sample kept
mentioning in interviews that without his wife he wouldt have sit for a MBA and would
not have reached his current position; yet, he was having a love affaig digitenure,
which led medubitative as to how would quantify such events. Ignoring this dimensio

equatesonsideing that evey CEOenjoys the same level of family support.

3.2.1.1 PersonalCompetence

Personal Competence denotes the level of confidence andumivhas in his/her
abilities. Twelve items reflect this RSA dimension includitmges such a8l believe in my
own abilities, "I know that | succeed if | carry dnor "I am pleased with mysélf |
operationalize this dimension through OOthe prominér@EQ photograph in companies
annual reportOO following the rationale that the @®@s believe in their own abilities, the

more likely they are to put themselves forwdrtherefore expect that CEOs who rate high
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on self confidence/personal competendl sirive to be highly visible .As pointed out by
Hambrick and Chatterjee (2007), if a CEOphotographs represent a standard feature of
annual report, they are nahiform and actually reflect CE€Ochoices. CEOs take special

care in controlling how thewre portrayed in annual report and the prominence of their
photographs as well as the wording of the letters to shareholders fall under their close
scrutiny and controll therefore raté the item as follows: 4 points if the CEOOs picture
represents him#feor herself alone and covers more than half a page, 3 points if the CEOOs
photograph represents himself or herself alone but covers less than half a page, 2 points if the

CEOOs photograph included other colleagues and 1 point if there is no photograph.

3.2.1.2 Social Competence

Social Competence denotes the ability of an individual to communicate with others.
Ten items reflecthis RSA dimension includingl am good in gtting in touch with new
peoplé, "I easily establish new friendsHipr "I enjoy being withother people CEGCs who
are involved in different types of organizations that a directly related to theidaily
econonic activity demonstrates thedbility to bind with people from different backgrounds.
| operationalize this dimension by recordithgg number of membership or participation of
CEO in the governance of ngovernmental and neprofit institutions. Following Useem
(1979),I consider as eligible seven types of sgmvernmental and nemprofit organizations:
(1) regional, community or enomic development organization, (2) cultural organizations,
(3) research and scientific organizations, (4) philanthropic foundations (5) colleges and

universities (6) healthelated organizations, and (7) charitable organizations.

Data were originally dtected from Marqus® WhoOs Who in Americaet, Ythey
proved to be too imprecise, incomplete and sometimes unreliable to be talsbed
Different official and online resources (such as SEC DEF 14A reports, MarketVisual Search

database, NNDB search daask, Bloomberg BusinessWeek and various press releases.. )
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were used to cross check/ triangulate as much as possible the inforaradi@nsure the
validity of CEOs' resilience scorea long and painstaking task that was nonetheless

necessary to ensureatrmeasurement error was reduced to the minimum.

3.2.1.3 Social Support

Social Support denotes the possibility for an individual to benefit from family or
friendsO backup in cases of hardship. Nine itemstréfledRSA dimension includiny have
some close fands/family members vehcan back me up"l have some close friendamily
who really care about eor "I have some close friends/familpembers who value my
abilities'. | operationalize this dimension by recording the membership ticipation of the
CEO in (1)exclusive cluband major business policy associations, (2) boards, and (3)Ifedera
government advisory bodie€EOs who belongo these institutions, due to theiccess to
influential parties can count on some assistance and backup in casdsifib.l counedthe
number of boards, business association, clubs and government advisory bodies the CEO
belongs to andonsider this figure as thesocial support scoré.allocatal ! point if the
CEO is a member of the association, 1 point if heistmard member, 2 points if he/she is
President, chairmaar vice chairman and 3 pointsthe CEO sits on one of the 15 federal
advisory committees (such as Network Reliability and Interoperability Council, Natl.
Security Telecommunications Advisory Coritiee, President's Export Council, National

Petroleum CouncilE).

As for the Osocial competenceO sddferent official and online resources (such as
SEC DEF 14A reports, MarketVisual Search database, NNDB search database, Bloomberg,
BusinessWeek andavious press releases.. ) were used to cross check/ triangulate as much as

possible the information and ensure the validity of the CEOS' resilience score
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3.2.1.4 Personal Structure

Personal Structure denotes the reliance of an individual to routines and plamning
his/her daily life. Five items refléthis RSA dimension includintRules and regular routines
make my life easiér "l keep up my daily autines even at difficult timésDor'l prefer to
plan my actions | operationalize this dimension by recordihg TMT size. A CEO, who is
involved with large TMT s likely to score high in th&personal structutedimension, while
a CEO with a lower score is likely to be involved with smaller TMT reflecting flatter
organizations. The personal preference of th© Q& structure is therefore proxied by an

organizational characteristic, which he/she has the power to influence.

Data were collected from sec filings 10k or Def 14A and the number of officers of the

registrant was recorded.

| then standardized the sedfor each of the 4 dimensions (so that they would benefit
from the same weight) and aggregated them. | did not expect any correlation between the
different dimensions of the construct. Indeéuls resilience metric captures the pool of
resources, on wbh the CEO can rely. Any strength in one dimension can balance a
weakness in another and there is thus different manner to achieve a medium score of
resilience through a unique combination of low and high level of resources (or medium score
for the 4 dimesions). Extreme scorgle they low or highindicate however that the CEOS

scores low or high for the majority of the dimensions.
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Table 3-Operationalization of RSA: Summary of Unobtrusive Indicators

Conceptual element of Resiénce( from Friborg et al2003)

Personal Social Family SocialSupport | Personal
Competence Competence Coherence Structure
lllustrative items | believe inmy | | am good & There are stron¢ | have some Rules & regular
from Resilience own abilities geting in touch | bonds in my close routines make my
(S;gf)for Adults | am pleased \r/)v;tgprlm:w family. | ;qnznmdbséfrznxlﬁ/o life easier
with myself In our family | prefer to plan
| easily we are loyal to really care abou my actions.
establish new | each other me.
friendships. | have some

friends/family
members who
backme up.

Interpretive Alignment with Elements of Resilience

Unolktrusive
indicators

Prominence of
CEOOs photograph
in annual reports

| am please with
myself and feel
| deseve to be
showcased.

Participation in the
governance of
nongovernmental,
nonprofit
institution.

| am able to get
involved with
people from
different
horizons

Participation in
major business
policy association
& exclusive clubs,
other boards and

| am well
connected in my
industry and
with powerful
people that can

Government ;
. back me up if
advisory
. need be.

committee.
| am organized
and at ease

TMT size managing large

well structured
team
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3.2.2 Dependent Variable: Firm Performance
| use & accounting based measuné firm performance, widely resorted tn
previous researcheReturn on Asset.Return on Asset has been propogetfoster a better
view of fundamentals of the business, including asset utiliZatidagel et al, 2010and
robustempirical evidencéasconfirmed this intuitionExtending findings fronfrrancis et al.
(2003) and Barton et al. (201®liabadiet al (2013)assembled a random sampfdJ.S and
nonU.S. companies that follow IFR$hey founda significant associatn between market
performance and accounting performance measamdsdocumented that, among the si

accounting measures investigrated, R@W#s themost relevant metrics.
ROA= IB/AT.

IB and AT are ticker from Compustat with IB= Income Before Extraorditigms , and

AT= Total asset.

| used a lead version of 1 year for the dependent variable that guaranteédithaot

experience recursive or circulatory effects between resilience and firm performance.

3.2.3 Moderating Variables

3.2.3.1 Firm Characteristics

3.2.3.1.1 Firm diversification

Following Jacquemin & Berry (1979), Palepu (1985), Davis & Duhaime (19%®)opt an

entropy index as a proxy for the level of diversification:

pT=1 RIn(/P)

i=1
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where: N is the total number of segment the firm is operating in.
P, is the share of thgh segment in the total sales of the firm, segment being defined

at the 6 digits NAICS code.

The construct validity of this metric has been found satisfactory in comparison to other

diversification measures (Chatterjee & Blocher, 1992; Hoskisson et al, 1994).

One asset of this measure is that it can be divided into two components, taking into account
the number of segments the firm is present in as well as the relative importance of each
segments in the total sales of the firm.
DT=DR+DU

Where:

DU reflects the leel of unrelated diversification i.e diversification arising from
operating across different industry groups (those having different firstligitoSIC code).

DR reflects the level of related diversification i.e. diversification arising from
operating indifferent segments from the same industry group (those sharing the same two

digit SIC code but having different sdigit SIC code).

Scholars studying diversification have heavily resorted to Compustat Segment data
(Baysinger & Hoskinson, 1989; Berger &dR, 1995; Lang & Stulz, 1994; Campa & Kedia,
2002; Villalonga, 2004). Compustat Segment data have been proven to be more valid and
robust than TRINET DATA (Davis & Duhaime, 1992), and Compustat segment files record
information disclosed by companies imdi with Financial Accounting Standard Board
regulation 14, known as SFAS 14. SFAS 14 required that firms record any business segment
making up more than 10% of their consolidated revenues, operating income or identifiable

assets. Firms generally differeated segment at the fodigit SIC code level and researchers
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had access to sales figures in dollars per segment. Yet, in 1998, SFAS 131 superseded SFAS

14 and the content of Compustat segment files was affected accordingly.

SFAS 14 and SFAS 131 providedwprinciples to differentiate between segments:
following SFAS 14 (from 1977 to 1997), companies distinguished betvibesmess
segmentsi.e. internal entities dedicated to provide a specific product or a service to
customers and following SFAS 131 (frorB9B to present), companies distinguish between
operating segments,e. segments that are independently managed or that are considered as

distinct for resource allocation purposes.

In the SFAS 131 Basis for Conclusions, FASB (1997) states that the pberaeiits
of the new standards are that (1) some enterprises will report a greater number of segments,
(2) most enterprises will report more items of information about each segment, (3) enterprises
will report segments that correspond to internal manageraports and (4) enterprises will
report segment information that will be consistent with oth&rts of their annual report
(FASB, 1997, see Ivonne A. Moya, 200&mpirical studies have since then documented that
SFAS 131 actually did increase the numhéd segments reported and lead to more
disaggregated financial data (Street, Nichols & Gray, 2000; Berger & Hann, 2003). One
limitation of SFAS 131 is that firms may record different segments for activities falling under
the same SIC code; to mitigateghisk| aggregatd any segments, whickhare the same 4

digit SIC code.

| resorted to the business segment information and compute BUS_DIV as:

BUS_DIV =1 PRIn@/P)

i=1
where: n is the total number of segment the firm is operating in as recorded by Compustat

under the BUSSE@bel.
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P, is the share of theh segment in the total sales of the firm, segment being defined

at the 4 digits NAICS code.

| resorted to the geographic segment information and compute GEO_DIV as:

GEO_DIV=| PInl/P)

i=1

where: n is the total number oégment the firm is operating in as recorded by Compustat

under the GEOSEG label.

P, is the share of theh segment in the total sales of the firm, segment being defined

at the 4 digits NAICS code.

| therefore computed BUS_DIV and GEO_DIV based on S&PoOpGstat segment files for

years 2002006

3.2.3.1.2 Firm Level of Slack.

Bourgeois & Singh (1983) and Bromiley (1991) operationalize slack through three measures
reflecting the three categories of slack namely:
Available slack Current ratio = Current Assets / @emt Liabilities
Recoverable SlackSelling, General and Administrative expenses / Current Liabilities
Potential slack:(1) Debt to Equity ratio= Total liabilities/Shareholders Equity
(2) Interest coverage ratio= Income before Taxes and Interest Charges

/Interest charges.

However, in order to compute measures for each type of slanked to impose restriction
on the type of industrielssituatemy study in. Bromiley (1991) chose to limit his sample to
manufacturing firms (SIC code between 3000 and 329%rder to OOmitigate difficulties

produced by using accounting data from vastly different kind of data
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As pinpointed inthe sample selection sectiohchose to put aside firms operating in
the financial secteSIC codes between 6000 and 69%& acconting in banks differs
substantially from accounting in other industries. Yet, due to the wide array of industries
covered, Recoverable Slack appears difficult to operationalize as Overheads information or
Selling, General and Administrative expenses (Qastgt XSGA ticker) is not often
provided for firms outside the manufacturing sector. In order to integrate Recoverable Slack,
I would have to remove 16 %dtlie sample (including 2 measures of slack) , which appear
unreasonable to gain an extra measureaforoderatorl.thus preferred to drop recoverable

slack fromtheanalysis.

Regarding SlacK, thus focused on Available slack and Potential Slack operationalized as :
Available slack Current ratio = Current Assets / Current Liabilities (Compustat
tickers: ACT/LCT)
Potential slack Interest coverage ratio= Operating Income Before Depreciation
/Interest charge@Compustat tickers: EBIT/XINT)

Data were gathered from Compustat

3.2.3.2 The Task Environment

For themeasurement of the task environmemely on Dessaind Beard (1984) whose
model has been validated by confirmatory factor analysis (Rasheed & Prescot, 1987) and has
been widely used since (Keats & Hitt, 19&8yd, 1990; Bamford et al, 20R0~ollowing
Boyd (1990),l picked one indicator from their analgdio operationalize munificence (Sales
growth), dynamism (Sales dispersion) and resort to a Herfintedex and 4-firm
concentration ratio for measuring complexity.

Data for these measures wet#ained through @mpustat.
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3.2.3.2.1 Munificence

Munificence refersd the possibility for growth within an industrizollowing Dess
and Beard (1984) and Keats and Hitt (199&)sed the growth in industry sales to detive
munificence scord. proceeded in two stepBirst, the natural logarithm of the total sales of
four-digit NAICS industries was regressed against an index variable of years, over a period of
five years. Then the antilog of the regression coefficient was used as the measure for
munificence. Intuitively] can consider the regression coefficient as amate of the sales

growth rate.

3.2.3.2.2 Dynamism

| followed the same methodology as for munificence, using this time the standard
error of the regression as the measure for volatlhiyitively, we can consider the standard
error of the regression coefficieas an estimate of the unpredictability of the sales growth

rate.

3.2.3.2.3 Complexity

Complexity has been measured through a myriad of indicators in the literature
(Cannon & St John, 2007). In line with Boyd (1990), Kotha & Nair (1995) or Dean & Snell
(1996), adpt a Herfindahiindex (Herfindahl, 1950) as a proxy for complexity. Herfindahl
index is computed every year as the sum of the squared market shares for all firms in an
industry grougPidentified by 6 digit NAICS code and ranges between 0 and 1. A saiire

zero represents perfect competition, while a score of 1 represents a perfect monopoly.

3.2.4 Control Variables

| controled for potentially confounding facte at three level of analysis :
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3.2.4.1 CEO controls

CEO age number of years since CEO birth.

CEO tenure number of yeasince CEO joined his/her current company.

CEO Level of Education 4 for Ph) 3 for Master Degree or JD, 2 f&achelor
Degree and 1 otherwise.

CEO power=l in case€CEO Board/chair dualitgnd O otherwise

3.2.4.2 Firm controls

Prior yearOs performze= ROA in previous year

Firm size (In(sales)) to control for bureaucratic momentum.

Firm performance before CEO apppointment (Roa prior to first year of CEOOs tenure)
to control for ingrained practices.

Slack and diversification appeared also as contreie they were not plugged as

moderators.

3.2.4.3 Industry controls
Munificence, dynamism and complexity scores acted as control when they were not

plugged as moderators

3.2.4.4  Correction for Matchingendogeneity. Match

| had to control for the possibility that resilte@EOs could be drawn to certain
specific situations or attracted by certain corporations, which would enable them to
demonstrate their resilient capacitiés. order to do so] resorted to a method used by
Chatterjee & Hambrick2007) and regressed CE@4Rlience (measured at the second year
of tenure) against a set of antecedents and contemporaneous variables. The antecedent
variables captured key conditions at CEOOs entry, were measured the year prior to CEO
appointment and consisted of Firm revenug3ARand calendar year. The contemporaneous

variable measured at the time of CEO resilience measurd@getirs of tenure) included

"6# !



CHAPTER 2
!

CEO power (CEO/chair duality) CEO age and CEO educatiorong thosevariables,only
firmsize prior to entry was significaein positively related to CEO resilience score (B2.
<0.1, and coefficient 0f4936 The overall model was significant (0800<.05) for an R
squared of2231 Using stata postestimation commana;omputed each CEOOs predicted
Resilience score labeled &ihO and included that variable as endogeneity conttiog in

regression.

3.2.4.5 Correction for selection bias: Mills

My panel data is unbalanced, as the 50 CEOs enjoyed different tenures. Should higher
resilient CEOs have longer tenure than less resilient, oeggitswould be biased. This is a
nottrivial concern in our case, when the amount of resources available to extremely resilient
CEOs could enable them to stay in power despite poor performance. In order to control for
this possible biad, resorted to @ instrument variable labeled OMillsO. Using Stata xtprobit
routine, | estimated thgrobability that the CEO would remain in office for a givgaar,
predictors being CEO age, tenure, CEO/Chair duality , calendar year, ROA and revenues .

This millOs ratisvas included iheanalysis.

Table 4- Model Variable Summary

Dependent variable | Independent variable | Moderating variables Control variables
ROA .1 CEO Resilience Available Slackin-1 CEO age«n1
Potential Slackin.1 CEO is chair y+n-1

Bus Diversification n.1 CEO tenurén-1

Geo Diversificationn.1 CEO educationgn.1

Munificence yn-1 Firmsize (In) t+n-1
Dynamismy.n.1 ROA (.1
Complexity tin-1 Correct for matching

Correction for selection bias

Year
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4 MODEL AND ESTIMATION

In line with Hambrick and Chatterjee (2007) and becausel multiple observations for
CEO/firms,| used generalized estimating equations (GEE) (Liang and Zeger, 1986), which
derive quasi likelihood estimates and accommedatiindependent observations. To define
the model, | needed to specify (1) the distribution of the dependent variable, (2) a link
function, (3) the independent variables, and (4) the covariance structure of the repeated
measurements. specified a Gausan (normal) distribution for the dependent variable, with

an identity link function andn exchangeableorrelation matrix.

Given the nature of the data, two correlation structures would appear adequate depending
on my assusmptionAuto-regressivel corrdation was chosen as it takes into account the
temporal sequence in the data and since we measured CEO resilience yearly, it appeared as
the most reasonable matcAs robustness check, | reran the analysis specifying an

exchangeable correlation structurelaesults remained unchanged.

| used a randoreffect model since fixed effect model preclude the use of variable
invariant across time. Moreover, Fixed effects are also problematic when the number of CEO
is large but the number of year on which they aloserved is small (imy sample, the
average number of observations per CEOs id dsed robust variance estimators (White,

1980) andused the xtgee routine in Stata 11.0.

5 RESULTS

Table5 summarizes means, standard deviatiemd correlations among the variables.
Table 6 presents GEE results fony test of CEO resilience impact on firm performance.
Model 1 includes all control variables and their impact on firm performance. Model 2
includesthe resilence scorand Model3 addsthe quadratic term. Hypothesis 1 predicted

that resilience would affect firm performance and displaynaerted Ushape pattern. CEO
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resilience shows a positive and significant (p<0.05) effect and CEO resitignaeed shows
a negative and significant (p<0.05) effect on firm performance. Those results provide
substantial support for hypothesis 1. Moreover the effect are not incidental, from low to high

level of resilience, performae increases by approximately Ii€ycent (segraph hereafter).

Figure 11-CEO Resilience Impact on Firm Performance
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Concerning withirthe-firm moderators| do not find any support concerning the level
of diversification be it geographical or per segment. HypothesistBarisfore not supported.
As regards to slack, available slack is non significant anddbes notappear to moderate
the relationship between CEO resilience dinoh performance As pictured in Model 4,
Potential slack x CEO resilience squared is howéaand significant (p<0,05) and enjoys a
positive effect, while Potential slack x CEO resilience is not significant (p<0,05); those

elements confirm the presence of a moderating effect (see graph hereatfter).
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Figure 12- Moderating Efect of Potential Slack
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While potential slack does moderate the relationship between CEO resilience and firm
performance, it nonetheless reverses the effect. Therefore, hypotheSmuiing that lsck
weakens the effect of CEO resilience on firerfprmance is not confirmedwill attempt to

make sense of this curve in the discussion section.

Figure 13- Moderating Effect of Environment Munificence
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Concerning environmental moderators, Munificence and Dynamism sconmeofire
significant (p< 0,05), hence Hypotheses 3a and 3b are not supported. However as pictured in
model 5, Complexity x CEO resilience squared is found significant (p<0,05) and enjoys a
positive effect, while Complexity x CEO resilience is not significas)(05); those elements
confirm the presence of a moderating effect (see graph hereafter) and bring strongtsupport

hypothesis3c.
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Table 5-EssaylCorrelation Table and Summary Statistics

Variable

Mean S.D. 1 2 3 4 5 6 7 8 9 10
1. ROAllead 541 6.15 1.00
2. CEO Resilience 0.00 241 0.18* 1.00
3. CEO age 52.68 5.72 0.15* 0.34* 1.00
4. CEO is chair 0.69 0.46 0.12 0.39* 0.41* 1.00
5. CEO tenure 3.16 140 0.11 0.12 0.25* 0.18* 1.00
6. CEO education 2.77 0.60 -0.24* -0.18* -0.00 -0.11 -0.02 1.00
7. Firmsize (In) 9.08 1.06 0.03 0.43* 0.19* 0.25* 0.09 -0.13* 1.00
8. Prior year ROA 4.75 7.82 0.59* 0.22* 0.15* 025* 0.27* -0.14* 0.07 1.00
9. Prior Entry ROA 1.33 32.32 0.29* 0.15* 0.06 0.12 0.04 -0.21* 0.24* 0.28* 1.00
10. Available Slack 1.60 0.82 0.10 -0.24* 0.06 -0.12 -0.01 0.08 -0.39* 0.08 -0.46* 1.00
11. Potential Slack 18.83 36.12 0.28* 0.02 0.14* -0.13* 0.21* 0.00 -0.03 0.28* 0.19* 0.13*
12. Business Diversification 0.39 0.46 0.01 0.11 -0.13* 0.04 -0.08 -0.10 0.22* -0.06 -0.06 -0.00
13. Geograhic Diversification 0.69 0.56 0.19* -0.18* 0.03 -0.31* 0.01 0.4 -0.22* 0.12 -0.04 0.31*
14. Munificience -0.01 0.11 -0.01 0.01 0.11 0.04 -0.02 0.00 0.07 -0.01 0.07 -0.11
15. Dynamism 0.00 0.08 -0.08 0.01 0.03 -0.09 0.02 -0.02 -0.04 -0.11 -0.03 -0.05
16. Complexity 0.11 0.08 0.08 -0.08 -0.01 0.12¢ -0.01 -0.19* 0.06 0.09 0.03 0.02
17. Correction for matching -0.13 1.09 0.13* 047 0.64* 0.59* -0.04 -0.39* 0.63* 0.07 0.19* -0.19*
18. Correction for selection bias 0.24 0.26 0.01 0.04 0.06 0.09 0.15* -0.01 0.09 0.12 0.09 -0.01
19. Year 2004.14 1.33 0.04 0.08 022* 0.09 082 002 011 0.16* -0.08 0.05
Variable

Mean S.D. 11 12 13 14 15 16 17 18 19
10. Available Slack 1.60 0.82
11. Potential Slack 18.83 36.12 1.00
12. Busiress Diversification 0.39 0.46 -0.07 1.00
13. Geograbhic Diversification 0.69 0.56 0.20* -0.06 1.00
14. Munificience -0.01 0.11 -0.07 0.00 -0.09 1.00
15. Dynamism 0.00 0.08 -0.08 0.06 -0.09 0.27* 1.00
16. Complexity 0.11 0.08 0.08 -0.05 -0.28* -0.03 -0.06 1.00
17. Correction for matching -0.13 1.09 -0.07 0.14* -0.24* 0.09 0.01 0.14* 1.00
18. Correction for selection bias 0.24 0.26 -0.02 0.10 0.07 0.09 -0.03  0.00 0.02 1.00
19. Year 2004.14 133 0.08 -008 004 -010 007 007 001 013" 1.00

* Correlations significant at the p <.05 level.
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Table 6-Essayl Results of GEE analysis, CEO Resilienmogact on firm performance

Variables
Model 1 Model 2 Model 3 Model 4 Model 5
CEO ag€in1 0.084 0.077 0.097 0.093 0.086
(0.200) (0.202) (0.210) (0.206) (0.205)
CEOQO is chairin-1 -0.065 -0.190 -0.381 -0.517 -0.450
(1.888) (1.872) (1.849) (1.841) (1.885)
CEO tenuren-1 0.249 0.292 0.189 0.081 0.044
(0.635) (0.636) (0.647) (0.617) (0.620)
CEO educationgn.1 -1.705* -1.607* -1.449% -1.640% -1.560%
(0.874) (0.860) (0.879) (0.852) (0.884)
Firmsize (In) t+n-1 -0.413 -0.581 -0.569 -0.712 -0.466
(0.807) (0.820) (0.832) (0.849) (0.812)
ROA (i1 0.248*** 0.218*** 0.191*** 0.199*** 0.210***
(0.069) (0.064) (0.061) (0.059) (0.060)
ROA 4 0.021* 0.023* 0.023* 0.017 0.022*
(0.012) (0.012) (0.013) (0.014) (0.013)
Available Slackiin.1 0.945 1.131* 1.203** 1.070* 1.426**
(0.588) (0.593) (0.591) (0.605) (0.588)
Potential Slackin.1 0.017 0.014 0.009 0.005 0.008
(0.017) (0.016) (0.016) (0.015) (0.017)
Business Diversification..1 1.052 0.968 1.046 1.165 1.304*
(0.758) (0.785) (0.766) (0.772) (0.739)
Geographic Diversificationgn_y 1.260 1.362 1.305 1.088 1.260
(0.932) (0.927) (0.945) (0.920) (0.887)
Munificence tin-1 2.425 2.381 2.613 2.783* 3.479**
(1.604) (1.666) (1.638) (1.633) (1.604)
Dynamismin.1 -1.766 -1.294 -1.188 -1.808 -2.441
(2.686) (2.657) (2.855) (2.971) (2.654)
Complexity tin-1 2.201 4,716 4.020 2.710 13.078**
(4.732) (4.927) (5.056) (4.927) (5.914)
Correction for matching 0.237 0.091 -0.006 0.096 -0.153
(1.725) (1.661) (1.705) (1.695) (1.713)
Correction for selection bias -0.967 -0.865 -0.557 -0.706 -0.735
(1.430) (1.394) (1.312) (1.323) (2.297)
Year 2003dummy- 0.654 0.554 0.730 0.873 0.973
(0.950) (0.918) (0.910) (0.901) (0.883)
Year 2004dummy- 1.653 1.494 1.873 2.044 2.124
(2.391) (1.392) (1.442) (1.423) (1.427)
Year 2005dummy- 0.622 0.484 0.991 1.439 1.550
(1.665) (1.682) (1.715) (1.688) (1.625)
Year 2006dummy- -1.013 -1.116 -0.631 -0.135 -0.159
(2.344) (2.374) (2.428) (2.348) (2.368)
Constant 4,255 5.539 4.821 7.506 3.614
(15.373) (15.523) (16.051) (16.081) (15.839)
CEO Resiliencgqn.1 0.348* 0.427** 0.338 0.418
(0.201) (0.216) (0.226) (0.304)
(CEO Resilience § -0.116** -0.167*** 0.069
(0.055) (0.063) (0.084)
Potential Slack x CEO Resilience 0.002
(0.004)
Potential Slack x (CEO Resilience? 0.006**
(0.003)
Complexity x CEO Resilience -0.113
(2.105)
Complexity x (CEO Resilience 3 -2.236**
(0.942)
Observations 243 242 242 242 242
Number of CEOS 61 61 61 61 61
Wwald chi? 116.84*** 130.64*** 129.36*** 153.51%** 143.86***

Standard errors in parentheses *** p<0.01, ** p<0.05, * p<0.1
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6 DISCUSSION AND CONTRIBUTION

This paper starts with the premise that CEOsO influence on their firmsO performance is
not trivial nd thd, in line with previous uppercielons research, it is essential to gain a
better undetanding of CECpersonality. Iprovide one venue to tend our comprehension
of CEO influence on their firnperformance under conditions of uncertainty, stress and
presure, and propose to adopt resilience @bject of study. Grounded in resource
dependence andpper echelonsheory, my paper explores the possible influence of CEO

resilience on their firm performance and makes several contributions to the literature

First, while Vaillant (1993) was musing thawe all know perfectly well what
resilience meant until we listened tonsebod trying to define it, this paper haattempted
to circumscibe the construct. have traced back the origin of the construct, impbittédrom
the field of social psychology into the field of upper echelons research (where it is applied to
an adult populationf senior executives). Also,Have proposd to define CEO Resilience as
"a stateike capacity of the CEO to hold well under ggare and display stained
competence under strésdA fair tribute was paid to the multidimensionadture of the
construct and theperationalization of resilience (which stresses four dimensions) resorting

to unobtrusive indicators provides dereantvenue to approximate CE@silience scores.

Second, | have found strong support for the hypothesis that CEO resilience relates to
firm performance following an inverse-shaped pattern and showed a pretty strong effect:
moving from low level of resiliencdo high level brings a 150 % increase in firm
performance, which is substantial. Mover if resilience matters, too much resilience
becoms detrimental; this finding can result frothe fact that(1) extremely resilient CEO
will commit mistakes (as anytler CEOs, who are subjected to bounded rationality in a very
complex environment), but to the difference of moderate to highly resilient CEOs, extremely

resilient CEOS will be mwilling to correct thoseKanter, 2013) and (2) too many resources
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tend to irsulate CEOs from the context contingencies and lead them to overlook some
environmental cues. Being extremely resilient does not cause a sharp drop in performance but
being aware of this drawback can be of value. This result appeaepver consistent vt

past upper ehelors researches and a comparison withlocus of control(2) hubris and an

overconfidence respective effect on firm performance is enlightening.

Differentiating groups of CEOS based on locus of control boils down
to classify them asither External®who share a rather passive view of their actions
and feel that most of their fate is dictated by forces standing outside of their controls
and InternalD who share an active conception and believe they have the control of
their livesand can influence their environmeijRotter, 1966)The more we move to
the extremely low resilient end of the spectrum, the fewer resources are available to
the CEO and one can reasonably expect a higher proportion of internals within this
group. That lav resilience negatively impacts firm performance appears thus fully
congruent with the finding thatniernal CEOs perform worse than their external
counterparts Nliller, Kets de Vries and Toulouse, 1982; Boone, de Brabander and

Van Witteloostuijn 1996)

Conversely, the more we move to the extremely high resilient end of
the spectrum, the more resources are available to the CEO and one can expect them to
be more subject to hubrfas they believe their own press and are backed by sufficient
social suppan and overconfidencéas they score high on the self confidence and
social support dimension)lhat extreme level of resilience proves detrimental to
performance resonates well with similar effects established for Hutbagward &

Hambrick, 1997) and Oveonfidence (Malmendie& Tate, 200%).
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Third, |1 have documented that the level of potential slack moderates the relationship
in such a fashion that it reverses the relationship in high potential slack situation. This

finding, which is not in line with jmexpectations, deserves some attention.

On the right side of the curve, the absence of performance penalty for
extremely high resilient CEOs is interesting. As such, being extremely resilient and
benefiting from high amount of potential slack (equatbenefiting from high level of
suppat from bankers and investorseems to enabl€EGCs to leverage theiresources,
disregard some internal stakdéders claims, and impose thewews. This might prove
valuable in turnaround situations, where a steady modmpulsory and overcoming some
bureaucratic inertia necessary. This represents one possibility to make sense of the curve but

more research in this area would be warranted.

On the left side of the curve, the pattern is however quite puzzling. Wing wo
some low to moderate resilient CEOs perform worse than extremely low resilient CEOs?
Once again, one explanation could be put forward, but further attention to this area is needed.
Extremely low resilientCEOs are consistent in their helgleness: faog stress, they
dysfunction This element being well known by their followers, they may end up performing
better than slightly more resilient CEOs because (1) they domepetewith a situation they
do notmaster erratically and (2) their consistent bébtragnable their followers and the rest
of the TMT to compensate for them. This lattésocial compensation(Williams & Karau,

1991) has been proven to act as a powerful force leading team members to contribute more to
the group than they would have dastherwise (under the condition that the group product

be important for the group, a condition fully met in TMT settings).

This phenomenon is also sensed by the players in the J{ediderer dyad as
illustrated bythis short story related by one of mydénts: There were Two teachers: one

math teacher and one physics teacher and they did not like each other. The former was
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acknowledged to be an excellent teacher; he was caring for his students, was coming well
prepared in class and gave his studentscseriit drive and support. The latter appeared aloof
and was ot clearly involved in his teachingCome the time of th&baccalaureate and
comparing the mean for their students perfance, the physics teacher wasy pleased to

show the dean his resyltshich were slightly better than those of his math colleague. How
can we account for thigpparentcontradiction? A&cording to my student, who sat in those
two teachers classes, the mechanism at play had been the follevatigaware of the
deficienciesof the physics teacher, most of the students who wanted to sucoesad

harder by themselves imysics in order to compensdte teacher lack of involvement. They
ended up working slightly less by themselves for the math section, as they were well
premred in class. Though anecdotic, this story pinpoints an element that could also play in

the executive suite and which could explain the pattern of this curve.

Fourth, | have groundethy reasoningn resource dependendsebry and built upon
its assumptins that organizations respond to demands made by stakehbltershey
internal and externaland try to minimize their reliance upon powerful ones. While not
contributing directly to test common resource dependence thempositions (such as the
motivation for Merger and Acquisitions, Joint Venturesijn or board compositions), |
nevertheless benefited from integrating RDT and its description of CEO roles (Pfeffer &
Salacik, 1978, Chapd) to a more micrdevel orientation than usual, answering theerd
call for such perspective (Hillman et @009. The fact that potential slack and complexity
moderates the relationship between CEO resilience and their firm performance testify for the
influence of the environment and specific resources over CEO#irccess and as such

brings some support to a RDT orientation.

More specifically, those moderating effects might prove of value in executive

succession situations. Pfeffer and Salancik (1978) considered CEO replacement as a means to
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bring better alignmat between the organization and its environment. Given the impact of
CEO resilience on performance, recruiters, executive succession consultants and CEO
headhunters would be welldded to take into account CE®silience potential and assess

areas of vigance stemming from their client environment specificities (level of slack or
complexity). In case of low resilience level, some training programs, which have been
contended to increase oneQOs resilience potential, could be resorted to in order to address
deficiercies (Révich and $atte, 2003Seligman, 2011)n case of extremely high resilience

level, being aware of its downside (except in the case of high potential slack) represents a

first step as a man who is warned is worth.two

7 LIMITATIONS AND FUTU RE RESEARCH

As in any research, the findings of this paper should be considered in the context of its

limitations, which are threefold.

First, | resorted to a methodology, which led us to wsebtrusivendicators as proxy
for resilience dimensions anhdlisregarded/held constant fioly sample the family coherence
dimension. As sucH,strongly believe this measure is satisfactory and is, for the time being,
far better than demographics proxy. Yketam still pretty far from CEOsaying and the
optimum proy would be to administrate CEOs the R§#estionnairethe unwillingness of
CEOS to participate in such program, the low response rate and the possibility of desirability
bias in their answers cast doubt about the possibility of succeeding with suchhreesign.
While not perfectthesemeasures appear adequate and are rooted in sound psychological

research.

Second) focused on the two extremes of the GEi@m performance chain. While
documented a clear effect, there are possibilities to refinedlclel and move one step closer

to the CEOs by focusing on some figpecific actions.
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Third, I have highlighted a personality characteristic, which may cast new lights on
timely and relevant issues: CEOsO exposure to stress is significant and theyr tapesist
to and overcome pressure bears important consequences. Hdwewer,assumed that S&P
500 CEOs faced significant stress and pressure during their tenures: a fair assumption. Yet,
investing the influence of resilience in crisguation would provide a stringetest as
resilience consequences are particularly salient in times of, cwien the trajectories
followed by top executives enjoy greater visibility and traceability. For instance, the contrast
between the reaction of Tepco CEQMlasataka Shimizu and that of Toyota CEOAkyo
Toyodd is striking: while the former was absent fdmental fatigué a week after the
beginning of the crisis, failed to meet his duties and was finally fired two months after, the
latter faced the biggest récan ToyotaOs history, testified in front of the US congress and
remains today at the head of the manufacturer. Though anecdotic, these examples illustrate
well what is at stake and stand at the corangfwillingness to study the influence of
resilience. Various adverse conditions (enduring financial crisis, product defects,
accidentsE) increase the pressure experienced by CE@stadying CEQResilience bears
great promises for understanding the different fates experienced by companies facing

hardship.

Finally, as pinpointed in myvillingness to make sense of the moderating effect of
potential slack, possibilities exist to investigate the influence of CEO resilience over the
TMT. Indeed, the possibility thabther TMT members compensate CEO extreme low

resiliencewould deserve being investigated.

As a conclusion, this paper proposed to take into account the influence ofcamsvuct in
upper echelonditerature and represents a first empiritast of the influence of CEO
resilience on firm performae. The resilience construct, which haet imported into the

field of upper echelonbears great promises to enhance our understanding of CEOsO actions
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and behaviors in times of change and pressusgpears novel and enjoys a real potential to
expandour knowledge of firmsO act®and CEO behavis under challenging conditions.

This paper representsusan interesting foray and opportunities for future research are rife.
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CHAPTER 3
M OVING ONE STEP CLOSER TO THE CEO:
THE IMPACT OF CEO RESILIENCE ON STRATEGIC DYNAMISM .

1 INTRODUCTION

Initiated by Hambrick and MasonOs 1984 seminal publication, a stsegrch
stream, based on the uppehelons framework, hgsroposed and documented that CEO and
Top Management Team characteristics impact the fateorghnizations and firm
performance CEO tenure,functional backgroundeducation,as well as hubrisparcissism
andcharisma have le®m documented to mattdn my first essayi have extended this line of
research by takin@EO Resilience into consideratiocCaptalizing on resource dependence
theory (Pfeffer & Salancik, 1978) havedemonstrated and provided conclusive evidence of
the effect of CEOQ resilience on firm performance, effect that is moderatibe fiymOsevel

of slack andndustry complexy.

For being interesting and novel, this first essay restrictively focused eotwith
extremes of the uppecleelons continuum and the unexpected shape of slack moderation led
me to engage into speculatie@planation | namely proposed that extremelysiteent CEO
performed better than moderately resilient ones in case of high potential slack because they

dared moreEls it really thease?

In this second essay, tramoving one step closer @ECs and investigate the impact GEO
resilience orntheir straegic behavior and more preciseain their firm strategic dynamism
level. Strategic dynamisnias been on the agenda of strategisearchergor yearsand
desigrates the degree of change in organizastategy On the low end othe strategic

dynamismspectrum, firmscan be said to bstrategically persistent as they stioka definite
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roadmap and orieniah, wher@s on the high end, they appea&rsatile as they movia

manydifferent directions and follow rathehaotic path

Previous research hdscumented that various conditions impact strategic dynamism.
On the macro level, industry characteristiceKiBshaw, Morrison and Hullandl995) and
firmsO characteristics such as organizational size (Chen and Heknri®95) and slack
(Singh, 1986) have been shown to affect the strategic dynamism of companies
Organizational size negatively relates to strategic dynanaiscthlevel of slack positively

correlates witht.

Moreover, grategic dynamism is not only affected by industry and firm features.
Previous works have also reported that some executives are more likely to alter their
company strategy than other€EO tenure has been demonstrated to reduce strateg
initiatives (Miller, 1991) and His pattern holds fo Top Management Team as well
(Finkdstein & Hambrick, 1995)Education (be it at the individual or top management team
level) also plays a role and favors strategic initiatives (Wiersema &eBal992) and
narcissism has been proven to foster strategic dynan@biaitérijee & Hambrick2007. In
this paper, | resort to two different measures of stratégiamism: the first onéijinternal
strategic dynamisih denominates the variation in allocation of resources yeaehy, the
second one,'external strategic dynamisnmdenominates the amoumf acquisitionsor

divestmentCEGs engagen.

The level ofCEO resilience, conceived as the capacity of the CEOs to hold well under
pressure and display sustained competence under, sia@sbeforeseen to affect strategic
actions Stress has been douented to reduce the breadth of vision of the decision maker
(Postnan & Brown, 1952; Smock, 1955) and diminish problemsolving capacity by

inducing decisiormakesto stickwith well-known solutios, eventhough theyno longersuit
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the situation Cowen 19%). This represdas one of the grounding of théreat rigidity

hypothesis put forward by Staat al (198), which indicates that threatausea restriction of
decision making capacitiedue toa "narrowing in the field of attention, a restriction in
information processing araisimplification in information codés
Therefore the capacity c€EOs to move away from stress and remain under healthy

functioning is likely toaffectthe amouwnt of decisions taken, their appropriatenesand
their variability in terms of orientation. By investigating this question, | amainly
focusing onthe responsiveole of CEGCs (Pfeffer and Salancjkl978 chap D), and groud

my theorizing on the uppegchelos perspectivgHambrick & Mason 1984; Bantel &

Jackson, 1989%nd attention basedew of the firm (Ocasiol997).

2 THEORY AND HYPOTHESE S

The upper echelons perspectigspresented by Hambrick and Mason, (1984) and by
Finkelstein and Hambrick (1996Rs well as built upon by Bantel & Jackson, 1989)
illustrates alinear informatiorprocessing model. It relies on the assumption of bounded
rationality (Cyert & March, 1963)and starts with amformation overload situation: on a
daily basis, top managers are bombarded with data and wheradhemplate a strategic
environmentbwhich emit numerous, complex and ambiguous stintbky neither have the
time nor the ability to comprehend the whole situationtheir field of vision, which is
limited, they select bits of information and interpret thélrheir personally, penchants,
cognition and values play a major role dielineating their field of vision, filtering the
information and interpreting itin his attentionbasedview of the firm Ocasio (1997)
proposes that attentioought to be taken into consideratianexplainfirms' behaviors and

strategic action.

" defined as encompassiné noticing, encoding, interpreting, and focusing of time and effort by organizational deuiskems on both
(a) issuesthe available repertoiref categories for making sense of the environment: problems, opportunities, and threats; and (b)

answersthe available repertoire of action alternatives: proposals, routines, projects, programs, and proedures
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Ocasiocontends thatesearchershould emphasiz€l) the way individual decision
makers focus their attentio(i.e. "the focus of attentidn, (2) the characteristics of the
situation the decisiomaker s confronted with (i.e€'the situated attenti6hand (3 theway

firms distribute and regulate the attention of their decision makers"{ne. structural

distribution of attentiot).

Among those three levels, thesti and secontkvelsare especiallyadequate fomy
theorizing, as resilience, an individual feature,influenced andtriggered by stressful
situatiors. Attention appears as one of the crucial elesyewhich is disruptedwhen a
decisionmaker panics and which remaigonstant under adegte resilience levelThe
gereral mechanism at play is thasilience,an emotional quasitate affect the cognitive
capacities ofCEOs, which condition thattention devoted toectain claims and stimuli that,

in fine, determinethe quality of theirdecision-making

2.1 A definition of resilience

| conceive"CEO resiliencé asthe capacity of a CEO to hold well under pressure
and display sustained competence under stres§here are thus two components in this
definition (1) a capacity to absosirainand(2) a capacity to recover and adjust positively to
difficulties. Borrowing the terminology fror@armeliet al (2013), these two characteristics
are labeled (1) resilienceefficacious beliefs(l believe | can make itand (2) esilience
adaptive capacitiel sense, interpret and respond to the complexities of hardship

effectively)

Furthermore, resiliencis not stricto sensa personality trait. If portraying resilience
as a harevired and stable enduring psychological trait was common in early resilien
research (Anthony, 1974; Block & Block, 1980), most of the recent findings tend to infirm

this position. Studies have clearly documented that resiliedcgdsmary magit (Masten et
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al, 1990; Vaillant,1993) developable(Reivich & Shatte, 2003 Couty 2002; Seligman,

2011), and results from the interactions between the resources of the individual and those of
his/her environment (Werner & Smith, 1982; Masten et al, 1990; Cyrulnik, 1999; Luthar et
al, 2000).Resilienceis conceptualizedis a "statelike" positive capacity, which is more
malleable than pure traits but remains more stable than pure psychologicallsttitas &

Cushing, 1999; Lutha% Zelazo, 2003)

This capacity enjoys different levels ranging frdow to high. Resorting to the
resilience scale fordulthood Eriborg et al, 2008 resilienceis operéionalizedas a pool of
resources, namely interpersonal and personal protective factors, which have been proven to
ensure individuals normal functioning under pressdieese resources ammauto four
categoriesnamely: (1) Personal Compence-l am pleased with myself and | believe in my
own abilities (2) Social Competencel am good in ging in touch with new people(3)

Social Supportl have some friends who can back meamd (4) Rrsonal Structurerules

and regular routines make my life easier or | prefer to plan my actions

Terminology wise, CEQswho enjoy low, moderate or extremely high level of
protective factors, are, in this manuscript, respectively qualified as low, rateder
extremely high resilient individuals. | propose that this level of resili€mved as a pool
of resourcesrelates to the two dimensions of Resilience, nanfEjyresilienceefficacious
beliefs (I believe I can make idnd (2) esilienceadaptve capacitiegl sense, interpret and
respond to the complexities of hardslefiectively (Carmeli et al, 23) in the following
manner:

Table 7-Resilience as a Pool of Resources Impact on Coping and Adaptive Capacities

Resiliene Resilience (1) Resilience (2)
Pool of resources Efficacious belief/coping Adaptive capacities
Low - -
Moderate to High + + +
Extremely High + + +/-

#
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It is noticeable that these two dimensions play out successively: effective coping
conditions the déctiveness of adaptation. Low resilient people benefit from a very limited
pool of resources leading them to poorly cope with stress and to panic, which, in turn, cause
them to inadequately adapt to the situation. Moderate to high regiéepte appreal the
severity of the situation and benefit from sufficient resources to manage their stress, which
translate into (1) a sound appraisal of the context and (2) very good adaptive capacities as
their diagnostic and their capacity to address the challeegadaquate. However, extremely
high resilient people tend to cope with stress so well (extremely high efficacious belief) that
they are likely to overlook some weak signals and environmental cues; this slightly less
qualitative diagnosis, in turn, dimimiss their level of adaptive capacities: fognefiting

from extraordinary high level of resources, they might mobilize them in the wrong direction

or not in a timely manner.

Considering that people can be ovesilient is not common in the literatureety it
does appear logical in light of research findings pertaining to other strengths, which become
weaknesses when overused (for instance, confidence leading to overconfidence (Malmendier
& Tate, 2005) or Hubris (Hayward & Hambrick, 1997; Chatterjee &nbBiack, 2007)). My
rationale in this regard resonates with the logic put forward by different leadership scholars,
who stressed the perils of accentuating the positive (Kaiser & White, 2008; Kaiser, 2009;
White, 2009; Kaplarg Kaiser, 2013). This quote fra Kaplanand Kaise(2013) epitomize
this line of reasoning’ WeOve seen virtually every strength taken too far: confidence to the
point of hubris and humility to the point of diminishing oneself. We've seen vision drift into
aimless dreaming and focusrnaw to tunnel vision. Show us a strength, and we'll give you
an example where its ovarse has compromised performance and probably even derailed a

career". Considering that similar to other strengths, there is a tipping point, a threshold
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above which esilience can become less advantageous appears thus sensible and is

represented by this third category of extremely resilient individuals. .

2.2  The Link between CEO Resilience and firm strategic dynamism

Low resilient CEOs benefit from a low pool of resasgcthey enjoy little seH
confidence '(they donOt feel they can makg @nd fewselfroutinesto rely on; they also
suffer from a lack of interpersonal resources (low social competence and supportthéyhen
are confronted with stress, they are undbleope with it effectivgl and thus dysfunction.
By not coping with stress and pressure effectiystgpl) theyare unable to displayealthy
functioning and sustain accurate attenti@tep2), which in turrhinder theirdecisioamaking
abilities They indeedsuffer from a narrowmg of their field of vision anda restriction of

information processing (Staw et al, 1981)

Low resilient CEOs freeze when they enoter stress and this might induce two
consequences on theitrategic choicesEither they @ nothing and procrastinatkecision
makingor they engage into a healthy dose of decision making in erratic dirediecasuse
the decision process resupon dysfunctional attention antunctioning In modern
professionalife and due to increased amadwri complexity and information speddpropose
that the formermoption is neithera viable options for CEOs nor a pleasamte: postponing
decisiors only makes the matter worseending decisions as well as stakeholdersO frustration
pile up and stress/sure, for not disappearinggighten Given that not taking any decision
is not an option, low resilient CEQ@atherengage into a certaltiuite en avant; they"rush
ahead in their decison making in order to makstress go awayn so doing, they arkkely
to engage into confusing directions, which should translateaméxtremelyhigh amount of

strategiodynamism be it internal or external.

Conversely, extremely resilient CEOs benefit from a consequent amawsoofces

they are sure of themses highly structuredand they are backed by significant social
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support.On the one hand, this translates into an excellent capacity to atsarbwhich
renders them extremely resistant to stress; but on the other hand, it fuels thei(Rwibris
1986; Hayward& Hambrick, 1997) which, in the endproves detrimental and cripgléhe
adative dimensions of resilience (hence the pattern displayed in taHigldiis is defined in
the oxford dictionary as ah excessive pride or self confidericén andgent Greece, this

excessive pride towards the gods was leading to nenaatiigne punishment for excessive

presumption causing an ineluctable downfall.

In management settings, hubris has been documented to positively impact the
premium paid by biddersn acquisitios (Hayward & Hambrick, 1997). CEOxeessive
resilience impacts their level of attentioithey are far morelikely to overlook some
environmentatues that they perceive agenial andadopt a restricted field of visioms well
as their proballities of success forstrategic options(they are alsomore likely to
overestimate their chance of succe$sgy tend to downplay the severity of adverse signals,
overestimate their capacitiés make things happen, and mights dare slightly more than
moderate to highiesilient CEOs This would translate into aéeightenedevel of strategic
dynamism be it internal or external

It is howevemoticeablethat asstress is evacuatedther rapidly from their mind, this
penchantshould beweaker thann the case of dremely low resilient CEOs, equatiray
lesser magnitudef internal strategic dynamism in the extreme high resilient scenario
compared to the low resilient an€onversely and concerning external dynamism, namely
the tendency to engage intogacsitiors (and divestmers), their very high resource pool
might prove invaluable to fulfill their ambitionbe it infomation or support wise. Thus, |
envision that theiexternal strategic dynamism should be of greater magnitutie extreme

high reslient scenario compared the extreme low resilient one
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In contrast, mderateto high resilient CE@ benefit from an intermediate mix of

resources. They are thus well equipped to face stress but their feeling of vulnerability to it
rendes them especidj acute which raise their level of attentionBy feeling the pressure

and partially absorbing stresthey (1) keep the attention necesgdo better analyze the
stakesand (2) timely recoverto appropriately address theifhey seize the severity of the
challenge, are affected yet remain lucid and quickly bounce back to fulfill their mission. They
live up to the expectations of their stakeholders since they send clear signals and appear
directly involved. While low resilient CEOs see the glass as alemogty and extremely
resilient CEOs see it as almost full,suggest that moderate to higksilient CEOs
successively see it as half empty and half full. As such, they benefit from a more accurate
picture of their organizational context, whidbad them tobe more consistent in their
choices. They thus appear more likely to be persistent in their orientations and thedf level

overallstrategic dynamispbe it internal or external, should be lower.

In summary, dw level of CEO resiliencanduces a high evel of strategic dynamism.
Moderate to high level of resilience enables CEOs to feel the stress, which sparks a
heightened level of attentiotg cope with it effectively ando maintainthe quality of their
decisionmaking They base their decisions ors@under apprehension of tbentext which
prompt them to be more strategically persistéhtis level of resiliencéhus inducs a lower
level of strategic dynamisnixtremely resilient CEOs;ope so well with stress that they
somehow becomimsulated fom their organizatioenvironment ad stakeholder pressuyriée
fuels their hubris and thegeglect some contextual cuesd overestimate their gngths,
which might, in fine, lead them to dare more than moderate to high resiliens @D
engagento morerisky ventures.

Hence, Ipropose:

Hypothesis 1: The relationship between CEO resilience and Internal Strategic Dynamism is

curvilinear(U-Shape), with high internal strategic dynamism at low level of CEO resilience, moderate
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internal strategic dynamismt axtremely high level of CEO Resilien@ad low internal strategic

dynamism atmoderate to high level of CEO Resilience.

Figure 14-Hypothesized CEO Resilience Impact on Internal Strategic Dynamism
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Hypothesis 2: The relationsip between CEO resilience aridxternal Strategic
Dynamism is curvilinear (kBhape), with high external strategic dynamism at low
level of CEO resilience, moderate external strategic dynamism at extremely high level
of CEO Resilience and lowxgernal stratgic dynamism atnoderate to high level of

CEO Resilience.

Figure 15-Hypothesized CEO Resilience Impact on External Strategic Dynamism
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2.3 Themoderating role of environment omificence
| also argue that the linketween CEOaesilience and firm external stegic dynamism is
moderated by industry mmificence.Industrymunificencerepresentifle extent to which an
organization has to expand its area of operation to obtain the resources it requiresO' (Aldrich,

1979). It measures ¢havailability or the scarcity of critical resources in a gigewironment.

In high munificence environments, the abundance of resources relegates survival
preoccupation to the background and firms build some slack that enables them to hedge
against hardsp, venture into new territories or explore new organizational forms. High
munificence environments give CEOs certain latitude of action since there is little friction
over critical resourcesin highly munificent environment, the panel of strategy and
organizationstructureoptions is vast (Brittain & Freeman, 1980, Lieberson & OOConnor,
1972, Tushman & Anderson, 1986). The pressure and stress experienC&Dbynainly
stens from this variety of options. In such a context, ttaeg more cognitively chadéinged
and subjected to increased demands from their stakeholders. This can generate a form of
"uplifting stres' as the spiral of the industry is rather positive: after ik market is
growing and they can gain more customers without having to steal ftben competitors
(Porter, 1980). In such conditions, | propose that ¢hevilinear effect between CEO
resilience and firmexternal strategic dynamisms strengthenedLow resilient CEOsare
confronted to many more possibilities to choose from and #tieintionis dragged in many
directions Their tendency to engage in Ofuite en &dvargncouraged by the circumstances,
and for not sticking to a clear path and roadmap, they are very likely to engage into an
"acquisition spreein order to please thestakeloldersO willingness for growthlaving
many possibilities, they argoing with the flow and engage in a high amowftexternal

strategic dynamism (mainly through acquisitions).
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Similarly, this type of environmeris exhilarating for extremelyesiient CEOs;it
operats as a catalyst for their hubris atltusalsoinducesan acquisition spre@Roll, 1986;

Hayward & Hambrick, 1997)As such, they are also likely to display, but through a different

mechanism, &ery high amount of external strategigra&amism.

In contrastmoderate to high resilient CE@sethe only ones sticking to a persistent
strategyin such a high munificence context of hectic solicitationseil capacity to identify
areas of vigilance by feeling stress and partly absorbjrapdtto bounce back and actively
focus their attention, lead them to disregard some of the sirens swimming in munificent seas.
As suchmunificent environments do noecessarilyall for growh though acquisition; there
is roomfor existing players and corapies are able to gain customers without having to steal
them from competitorsr buying those competitora€set{Porter,1980).By making a more
accurae assessment of the situation, moderate to high resiile@sdo notengage intaisky
acquisitions whose failure rates falls between 70 and 8@86 reasons of ego dack of
discernment. Compared to low and extremely resilient CEOS, thélyumiéely to display a

rather low levebf external strategic dynamism.

Conversely, dw munificence environnmés comprise mainly mature and declining
industries, in which resources are scarce. Organizations fight for these resources, and survival
becomes a pressing concern. Competition intensifies and tough decisions need to be made (in
terms of budget allocatipriay offE). The very stress thatl labeled OupliftingO in the
munificentscenaricturnsinto a depressing and draining ofiée range of options becomes
more limited and consolidation in the industry inexorably follows,kesng the last man
standing is viewed as one of the only viable strategy. In her Chapter on disengagement

strategis, Rita Gunther McGrath (2013uggestshat mamgers should engage ligarage

! CBig idea: the NEW M&A playbookE by Chayton M Cristensen, Richard Alton, Curtis Rising and Andrew WaldeckE
HBR March 2011
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saleor fire salé' (depending on the level of urgenaf)their firm assetsf the capabiliy has

value but not for the firm in questipor engage int6run-off or last man standirigstrategy if
the capability is in declineln both casg appropriate strategy in lomunificent context
claims for some degree of external dynamism.

| envision th# in low munificentenvironmentand confronted t8depressing stress
with few options (and no easy omm) the table, low resilient CEGse likely to freeze rad
choose the status qudhe main differencavith the highly munificent scenario lies in the
more restrictedange of options and tlleemanddrom stakeholderswhich will impose some
inertia in low munificent case,internal players are more likely to resist adverse decisions
such as divestments and engaging into acquisition in difficult tingesres focused attention,
courage andtrong personallrive. Reasons, whiclhead me to consider that in this specific

context low resilientCEOswill not rock theboat,as they are rathdt equippedto do so.

Extremely resilient CEOsnjoy theself-corfidence drive and social support to neak
things happen in such contexi&ey are likely to go over somstakeholders@aims and
force their way into actions: as such they are not likely to fré¢ae@ever, their ego and their
past succesgs lead them tobehave as all powerful, and they will stick to their regular
routines and recipes. As such, they are also likely to follow forcefully their own agenda,
which consist of"more of the same old thingsend cause a rather low level of external

dynamism.

In contrast,moderate to high resilient CEQ=enefit from sufficient resources to
bounce back and an accurate perception of stress/pressure, which limit the narrowing of their
field of vision and enable them to benefit froem more holistic account of the dwgic
landscapePrompted by their feelings that things have to change, they are likely to engage
into healthy divestment (fire sale or garage sale) or acquisitions to support a last manOs

standing strategyTheir behaviors and social competence might &sad them to ground
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their decisionson a more qualitative pool of informatigbutton et al, 1997; Edmondson,
1999), and their tough decisions in terms of gifs might be more easily accepted by inside
stakeholdersttheir social competence helping iweetening the pHl Comparatively

speaking, they should therefore display a higher level of external strategic dynamism than

low or extremely high resilient CEOs

Hence, Ipropose:

Hypothesis 3:Environment ranificence moderates the relationshipvieen CEO
resilience and externalrategicdynamismin such a fashion that it strengthens the U
shape relationship in case of low munificence and revert it to a bell shape (Inverted U)

in case of low munificence.

Figure 16-Hypothesied Moderating Effect of Environment Munificence
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Chapter 3
Given my predictionthat CEO resilience impacthe levelof strategicdynamism and that

strategic dynamism has been documented to negatively affect firm performaymaadl,
Jaffe and Mandelka 1992 Sirower, 1994 | suggestthatthe effect of CEO resilience over
firm performance is partially channeled througtrategic dynamism (be it internal or

external) Hence, Ipropose:

Hypothesis 4:Internal and externakrategic dynamisnpartially mediate the impact

of CEO resilience on firmgrformance.

Figure 17-Essay 2 Full Model Summary
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3 METHODOLOGY

3.1 Sample

The sample consists of five years of data (2002 to 2006) and is focused on the CEOs
of the S&P 500 US corpaiians (public or privately held for which financial information is
available). The OS&P 5000 list is compiled by Standard and PoorOs and ranks those
corporations according to their market value. | retain CEOs who held their jobs for at least
two of the five years and started their tenure in 2001 or later (to address any possibilities of
survival bias). A case has been made in the finance and economic literature for not taking
into account companies from the financial see®IC codes between 6000 and 693fnce
EBIT information are not provided for these companies (Berger & Ofek, 1995) and their
profitability is not canparable to other industries (Kie, 2009; Hund et al, 2010Provided
that | apply these filtering parameters and given availability & data for mymoderating
variables (environment munificence), contrefariables (slack business and geographic
diversification) and for my resiliencedependent variablgespecially the information
pertaining to social support and social dimension of iesde),l reach a final sample of 61

CEOSin 61 unique firms.

Sticking to myconcepualization of resilience as"guasi statg | measure resilience
andthe other moderators annually, yielding a totaRdBB CEO-yearsfor testing the effect of
resilience | also included some contreériables be they at the CEO, firm adustry level. |
moreover controlled fomatching namely the possibility that some resilient CEOs are
drawn to certain specific situations or corporatierand selection biassincethe sample is
unbalanced, if highly resilient CEOs have systematically longer tenure than lower resilient

CEOs resultswould be biased and | had to account for this possibility

3.2 Measurements

3.2.1 Resilience Scale and Proxy
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Chapter 3

A review of "resiliencé assessmenscalesshows nineteen resilience instruments

designed over the last twenty years (including four refinements of previous scales), and

assesses their validity. Among those, three scales receive the best psychometric ratings:

namely, the ConnelDavidson Refience scale or CERISC (Connor & Davidson, 2003),

The Resilience Scale fordlt or RSA (Friborg et al, 2003and the Brief resilience scale

(Smith et al, 2006). Among these three scales, | choose to consider the RSA-RECCEs

the Brief Resilience &le was designed to specifically assess the ability to recover or bounce

back from stress, with the purpose to help patients who suffer from health problems. This

scale is therefore more restricted than the other twoappearsomehowtoo narrow for my

purpose The RSA or CBRISC can therefore provide a bakis operationalizatiorof CEO

resilience and will play the same role as the one deéwotEmmonsO NPI by Chatterjee and

Hambrick in their operationalization of hubftis

The orientation and dimeiosis of these two scales are summarized as follows:

Table 8-Two Resilience Scales: RSA and (BRISC

RSA
Friborg et al, 208

CD-RISC
Connor & Davidson 2003

Orientation

The goal of this scale is to assess intra
interpersonal motective factors that ar
thought to facilitate adaptation in the face
adversity.

The authors derived insights fro
longitudinal research on resilience (Wern
1989, 1993; Cederblad, 1996) and ma
developmental researchers (Rutter, 1
Werner, 1993 Garmezy, 1993) wh
identified three major stakeholders in t
resilience process: the individu his/her
psychological and dispositional attributg
his/her family cohesion, and support and
existence of external support syster
Based on these il categories, the)
derived items for their questionnaires alg
five dimensions.

The authors define Resilience as a qua
residing in the individuathat reflects theit
capacity to cope with stress. The goal of t
scale is to measure individuals@ssrcoping
capacity.

The authors relied on three auth@kobasa,
1979; Rutter 1985 Lyons 199) to identify
characteristics of resilient people and throu
Factor Analysis, they unveiled fiv
dimensions.

1G.Windle, K.M. Bennett & Jane Noyes (2011), OOA methodological review of resilience measuremeniiseittes@®Quality of Life
Outcome 20011, 9:8. http://www.hglom/content/9/1/8.
2 In a previous resilience scale reviews by Ahern et al, 2008, these two scales received a score ofRalaveérdscore attributable to
their absence of application in adolescent settings and not to validity considerations.
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This is a multilevel measure. This is an individual level measure

Resilient personality traits are measured| Resilient personality is the sole focus of t

the context of other resilience factors. measure.

Dimensions| 1. Personal competence. 1. Personal competence, High standard
2. Social competence. Tenacity.
3. Family coherence. 2. Trust in oneOs instincts / Tolerance]
4. Social support. negative affect/ strengthening effects
5. Personal structure. stress.

3. Positive acceptance of change & Seg
relationships.

4. Control.

5. Spiritual influences.

As advanced in the processdel orientation, resilience is influenced by (1)
individual attributes (attitude and behavior) (2) the support an individual might enjoy in
his/her family and (3) the resources he/she can tap in hisitler context (confidents, role
models, friends). Since | define CEO resilience a%statelike" positive property, the
influence of these external factors has to be taken into accomnytoperationalizationRSA
incorporates these features in itsigesand thus provides a more robust operationalization of
CEO resilience: it encompasses more dimensions of the construct and acknowledges the

influence of social and family support.

Echoing the five dimensions stressed by Friborg et al (2003), in tAe i&ely(1)
Personal Competenc@) Social Competence, (3) Social Support and (4) Personal Structure,
| resort to the followingunobtrusivemeasures and indicators: (1) the prominence of CEO
photograph in his/her company annual report (2) the membessipi@articipation of CEO in
the governance of nongovernmental, nonprofit institutions (3) the number of boards,
exclusive clubs and business policy association, federal government advisory committee the
CEO is involved inand (4) the size of the TMRSA tad a §' dimension, namely family
coherence; | initially attempted to account for this dimension; yet, | did not find any reliable

proxy and decided after numerous attempts to drop this dimension. E&Z€ryn my sample
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Chapter 3
is married, has minimum two childremd registering the number of mentions to his spouse

or husband in his/her conversion could bring confounding signals. Indeed, P&E®f
Time Warner in mysample) keeps mentioning in interviews that without his wifevbeld

not have sit for a MBA ad would not have reached his current position; yet, he was having a
love affair during his tenure, whichdenedubitative as to how | would quantify such events.

Ignoring this dimensiorquateconsideing that everyCEO enjoys the same level of family

support.

3.2.1.1 Personal Competence

Personal Competence denotes the level of confidence an individual has in his/her
abilities. Twelve items reflect this RSA dimension including Ol believe in my own abilitiesO,
Ol know that | succeed if | carry onO or Ol am gleatse myselfOl operationalize this
dimension through OOthe prominence of CEO photograph in companies annual reportOO anc
The more the CEOs believe in their own abilities, the more likely they are to put themselves
forward.| therefore expect that CEOshw rate high on self confidence/personal competence
will strive to be highly visible .As pointed out by Hambrick and Chatterjee (2007), if a
CEOOs photographs represent a standard feature of annual report, they are not uniform and
actually reflect the CE®@Cchoices. CEOs take special care in controlling how they are
portrayed in annual report and the prominence of their photographs as well as the wording of
the letters to shareholders fall under their close scrutiny and control. | therefore rate the item
asfollows: 4 points if the CEOOs picture represents himself or herself alone and covers more
than half a page, 3 points if the CEOOs photograph represents himself or herself alone but
covers less than half a page, 2 points if the CEOOs photograph inthetecbbeagues and

1 point if there is no photograph.
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3.2.1.2  Social Competence

Social Competence denotes the ability of an individual to communicate with
others. Ten items reflect this RSA dimension including Ol am good in getting in touch
with new peopleQ, €xsily establish new friendshipO or Ol enjoy being with other peopleO.
A CEO who is involved in different types of organizations that are not directly related to
his/her daily economic activity demonstrates his/her ability to bind with people from
different backgrounds. | operationalize this dimension by recording the number of
membership or participation of CEO in the governance ofgumernmental and nen
profit institutions. Following Useem (1979), | consider as eligible seven types of non
governmentaland non profit organizations:(1) regional, community or economic
development organization, (2) cultural organizations, (3) research and scientific
organizations, (4) philanthropic foundations (5) colleges and universities (6) -health
related organizatia) and (7) charitable organizations.

Data were originally collected from MarquisO WhoOs Who in AmericakE yet they
proved to be too imprecise, incomplete and sometimes unreliable to be tRifeeént
official and online resources (such as SEC DEF 1éports, MarketVisual Search
database, NNDB search database, Bloomberg BusinessWeek and various press
releaseB ) were used to cross check/ triangulate as much as possible the information and
ensure the validity of the CEOs' resiliersmore. Along and paistaking task that was

nonetheless necessary to ensure that measurement error was reduced to the.minimum

3.2.1.3 Social Support

Social Support denotes the possibility for an individual to benefit from family
or friendsO backup in cases of hardship. Nine iteftestréhis RSA dimension including
Ol have some close friends/family members who can back me up O, Ol have some close

friends/family who really care about meO or Ol have some close friends/family members
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who value my abilitiesO. | operationalize this disram by recording the membership or

participation of the CEO in (1) an exclusive club and major business policy associations,
(2) boards, and (3) federal government advisory bodies. A CEO who belongs to these
institutions, due to his access to influentu@rties can count on some assistance and
backup in case of hardship. | count the number of boards, business association, clubs and
government advisory bodies the CEO belongs to and consider this figure as his/her social
support score. | allocate ! point ithe CEO is a member of the association, 1 point if
he/she is board member, 2 points if he/she is President, chairman or vice chairman and 3
points If the CEO sits on one of the 15 federal advisory committees (such as Network
Reliability and Interoperabtly Council, Natl. Security Telecommunications Advisory
Committee, President's Export Council, National Petroleum CouncilE).

As for the Osocial competenceO sdifferent official and online resources (such as
SEC DEF 14A reports, MarketVisual Searchtatiase, NNDB search database,
Bloomberg, BusinessWeek and various press releases.. ) were used to cross check/
triangulate as much as possible the information and ensure the validity of the CEOs'

resilience score

3.2.1.4 Personal Structure

Personal Structure detes the reliance of an individual to routines and
planning in his/her daily life. Five items reflect this RSA dimension including ORules and
regular routines make my life easier, Ol keep up my daily routines even at difficult timesO
Oor Ol prefer to plary actionsQ. operationalize this dimension by recording the TMT
size. A CEO, who is involved with large TMT, is likely to score high in the Opersonal
structure® dimension, while a CEO with a lower score is likely to be involved with
smaller TMT reflectng flatter organizations. The personal preference of the CEO for
structure is therefore proxied by an organizational characteristic, which he/she has the

power to influence.
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Data were collected from sec filings 10k or Def 14A and the number of offitérs o

registrant was recorded

Table 9-Operationalization of RSA: Summary of Unobtrusive Indicators

Conceptual element of Resiliencérom Friborg et al2003)

Personal Social Family SocialSupport | Personal
Competence Competence Coherence Structure
lllustrative items | believe in my | | am good at There are stron¢ | have some Rules & regular
from Resilience own abilities. getting in touch | bonds in my close routines make my
(S;gf)for Adults I"?‘m pleased \;)Vétgprlm:w family. | ;qnznmdbsgznxlﬁ/o life easier.
with myself. ' In our family | prefer to plan
| easily we are loyal to really care about my actions.
establish new | each other. me.
friendships. | have some

friends/family
members who
back me up.

Interpretive Alignment with Elements of Resilience

Unolktrusive
indicators

Prominence of

CEOOQs photograph

in annual reports

| am please with
myself and feel
| deserve to be
showcased.

Participation in the

governance of

nongovernmental,

nonprofit
institution.

| am able to get
involved with
people from
different
horizons.

Participation in
major business
policy association

& exclusive clubs,

other boards and

| am well
connected in my
industry and
with powerful
people that can

Government ;
. back me up if
advisory
. need be.

committee.
| am organized
and at ease

TMT size managing large

well structured
team.

| then standardized the score for each of the 4 dimesgso that they would benefit

from the same weight) and aggregated them. | did natatx@nycorrelation between the

different dimensions of the construct. Indeed, the resiéemetric captures the pool of
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Chapter 3
resources, on which the CEO can rely. Any strength in one dimension can balance a

weakness in another and there is thus different mannechieve a medium score of
resilience through a unique combination of low and high level of resources (or medium score
for the 4 dimensions). Extreme scqrbe they low or highindicate however that the CEO

scores low or high for the majority of the dimiems!

3.2.2 Dependent Variable

3.2.2.1 Internal Firm Dynamism

My measure of internal strategic dynamism follows prior rese@idstphalet al,
2001; Hambrick & Chartterjee, 2007), which captures change in key resource allocation. It
covers namely two key resource alitionindicators:(1) selling, general and administrative
expenses/sales and (&)ancial leverage (debt/equity). | had to disregard two other indicators
namely (1) adverting/sales and (2) R&D/saleince they were causingaonuch attrition in
my sampé. | then calculated the absolute change in values per year for the two indicators,
standardized eactiimension $o that they benefit from the same weight) and summed the
two standardized indicators to yield the composite measure of strategic dynamism.

Data were retrieved from Compustat.

3.2.2.2 External Strategic Dynamism

My measure of external strategic dynamism ant of divestmestand acquisitioa made
by the firm(Headquarters in the Y$vorldwide for a given calendar yeand attheir time of
announcemds. To be qualified aa dealacquisitiors/divestments had to involw®ntrolling
stakes:acquirirg or divesting 100% was of course recor@sdwell as moving participation
letOs safyom 20% to 90 % or vice versa. | also rejected any acquisitions/digetsthat did
not go through and wekeithdrawn.

Data were retrieveefromthe Zephyr database
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3.2.3 Moderating Variables:Munificence
In my measurement ehunificence | rely on Dess and Beard (1984) whose model has been
validated by confirmatory factor analygRasheed & Prescot, 1987) and has been widely
used since (Keats & Hitt, 1988oyd, 1990; Bamford et al, 2000Following Boyd (1990), |
picked one indicator from their analysie operationalize munificence algs growth).
Munificence refers to the psibility for growth within an industryFollowing Dess and
Beard (1984) and Keats and Hitt (1998), | used the growth in industry sales to derive a
munificence score. | proceeded in two stdfisst, the natural logarithm of the total sales of
four-digit NAICS industries was regressed against an index variable of years, over a period of
five years. Then the antilog of the regression coefficient was used as the measure for
munificence.

Data for these measures were obtained through compustat.
3.2.4 Control Variables

| controlled forpotentially confounding factors at three levels of analysis:

3.2.4.1 CEO controls

CEO age= number of years since CEO birth.

CEO tenure= number of years since CEO joined his/her current company.

EO Level of Education= 4 fd?hD, 3 for Master Dgree or JD, 2 foBachelor Degree
and 1 otherwise.

CEO power= 1 in case CEO Board/chair duality and 0 otherwise

3.2.4.2 Firm controls

Prior yearOs performance= ROA in previous year

Firm size (In(sales)) to control for bureaucratic momentum.
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Firm performance befor€EO appointmen({ROA prior to first year of CEOOstenure)

to control for ingrained practices.

Firm level of slack operationalized as the current ratio= Current Assets /

Current Liabilities (Compustaickers:ACT/LCT)

Firm Diversification operationalizeds an entropy measure((Jacquemin &Berry
(1979), Palepu (1985), Davis & Duhaime (1992)) for business gadgraphic
diversilifcation.

3.2.4.3 Industry controls

In my measurement of the task environment, | rely on Dess and Beard (1984) whose
model has been validat by confirmatory factor analysis (Rasheed & Prescot, 1987) and has
been widely used since (Keats & Hitt, 19&8yd, 1990; Bamford et al, 20R0Following
Boyd (1990), | picked one indicator from their analysis to operationalize munificence (Sales
growth), dynamism (Sales dispersion) and resort to a Herfindalh Iradek 4firm

concentration ratio for measuring compleXiSompustaData).

3.2.4.3.1 Munificence (when it was not used as a
moderator)

Munificence refers to the possibility for growth within an induskgllowing Dess
and Beard (1984) and Keats and Hitt (1998), | used the growth in industry sales tdh#erive
munificence score. | proceeded in two stdfisst, the natural logarithm of the total sales of
four-digit NAICS industries was regressed agaarsindex variable of years, over a period of
five years. Then the antilog of the regression coefficient was used as the mieasure
munificence. Intuitively, one&an consider the regression coefficient as an estimate of the

sales growth rate.
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3.2.4.3.2 Dynamism

| followed the same methodology as for munificence, using this time the standard
error of the regression as the measure for volatlhiyitively, we can consider the standard
error of the regression coefficient as an estimate of the unpredictability sélése growth

rate.

3.2.4.3.3 Complexity

Complexity has been measured through a myriad of indicators in the literature
(Cannon & St John, 2007). In line with Boyd (1990), Kotha & Nair (1995) or Dean & Snell
(1996), | adopt a Herfindalihdex (Herfindahl, 1950) as@oxy for complexity. Herfindahl
index is computed every year as the sum of the squared market shares for all firms in an
industry grougPidentified by 6 digit NAICS code and ranges between 0 and 1. A score of

zero represents perfect competition, whilgecore of 1 represents a perfect monopoly.

3.2.4.4 Correction for endogeneity: Match

| had to control for the possibility that resilient CEOs could be drawn to
certain specific situations or attracted by certain corporations, which would enable them to
demongtate their resilient capacitiesn order to do so, | resorted to a method used by
Chatterjee & Hambrick2007) and regressed CEO Resilience (measured at the second year
of tenure) against a set of antecedents and contemporaneous variables. The antecedent
variables captured key conditions at CEOOs entry, were measured the year prior to CEO
appointment and consisted of Firm revenues, ROA and calendar year. The contemporaneous
variable measured at the time of CEO resilience measurd@getrs of tenure) ineded
CEO power (CEO/chair duality) CEO age and CEO educatiorong thosevariables,only

firm sizeprior to entry was significant en positively related to CEO resilience scoré4{B=
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<. 05 and coefficient of .61325). The overall model was signifiaat 0096<. 05) for an R

squared of .228. Using stapmst estimatiorcommand, Icomputed each CEOOs predicted
resilience score labeled "Matclahd included that variable as endogeneity contrahe

regression.

3.2.4.5 Correction for selection bias: Mills

My parel data is unbalanced, as the 50 CEOs enjoyed different tenures.
Should higher resilient CEOs have longer tenure than less resilientresekswould be
biased. This is not #ivial concern inmy case, wheréhe amount of resources available to
extremdy resilient CEOs could enable them to stay in power despite poor performance. In
order to control for this possible bias, | resortecamoinstrument variable labeled "Mills"
Using Stata xtprobit routine, | estimated firebability that the CEO would reain in office
for a givenyear,predictors being CEO age, tenure, CEO/CHaallity, calendar year, ROA

andrevenuesThis millOs ratio was included in rapalysis.

4 MODEL AND ESTIMATION

In line with Hambrick and Chatterjee (2007) and because | hadpheutbservations for
CEO/firms, | used generalized estimating equations (GEE) (Liang and Zeger, 1986), which
derive quasi likelihood estimates and accommodateimaependent observations. To define
the model, | needed to specify (1) the distribution oé tthependent variable, (2) a link
function, (3) the independent variables, and (4) the covariance structure of the repeated
measurements.

| specified a Gaussian (normal) distribution for the dependent variable, with an identity
link function andExchangeale correlation matrixl used a randoreffect model since fixed
effect model preclude the use of variable invariant across time. Moreover, Fixed effects are

also problematic when the number of CEO is large but the number of year on which they are
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observeds small (inmy sample, the average number of observations per CEOs is 4). | used
the xtgee routine in Stata 11To test the mediatingffect, | resorted toa causal mediation

approach and followethe methodology proposday Baronand Kenny (1986), whit has

been used in numerous reseasdo far.

5 RESULTS

Table10 summarizes means, standard deviations and correlations among the variables.
Table 11 presents GEE results for the test of CEO resilienggact on Firmdynamism
Model 1 includes all control variables andeir impact on Internal Strategidynamism.
Model 2 includes the resilience score and Model 3 adds the quadratic term. Hypothesis 1
predicted that resilience would affect internal stratetyinamismand display a U shape
pattern. CEO resilience showshagativeand significant (p<0.)leffect and CEO resilienee
squared shows positive and significant (p<0.0p&ffect on firm performance. Those results
provide substantial support for hyposiee 1. Moreover the effed$ not incidental,moving
from moderate to extreme low level of resilience increases internal strategic dynamism by
128 percenand moving from moderate to extreme high level of resilience increases internal

strategic dynamism byl percen{see graph hereafter).
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Figure 18-CEO Resilience Impact on Internal Strategic Dynamism
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Table 11 presents also GEE results for the test of CEO resilience ingpadtm
dynamism. Model includes all control varidbs and their impact on externdtasegic
dynamism. Model Sncludesthe resilience score and Modela@ldsthe quadratic term.
Hypothesis Zdredicted that resilience would affect internal strategic dynamism and display a
U shae patternCEO resilience shows a positiaad significant (p<0.1) effect and CEO

resiliencesquared shows ositive and significant (p<01Q effect on firm performance.

Those results provide substantial support for hypothesis 1. Moreover the efffett is
incidental, though of lower magnitude than for internal strategic dynammowing from
moderate to extreme low levef resilience increases external strategic dynamism by 17
percentand moving from moderate to extreme higlrel of resilience increses external

strategic dynamism by 33 percésee graph hereafter).
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Figure 19-CEO Resilience Impact on External Strategic Dynamism
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Model 7, displayedas well inTable11, provides evidence for theaderation effect of
Munificence oer the CEO resilieneBrm external strategic yhamism relationship.
Munificence x (CEO Resilience) show a negative effect &mghificence x (CEO
Resiliencejshows a positive and significant (p<0.1) efféet.shown in te following graph,

hypothesis 3 is thus fully supported.
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Figure 20-Moderating Effect of Environment Munificence
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Finaly, Hypothesis 4 proposed that internal strategic dynamism as well as external
strategic dynamism parlig channeled the effect of CEO Resilee to firm grformance.
Table 3 provides the resultsr moderationtesting (Baron & Kenny, 1986; Judd & Kenny
1981;James & Brett, 1984). According to thieee stepgproposed B the precited authors,
Model 3present in table 3 theesults for step {firm performance as the criterion variable
CEOresilience and (CECesiliencejas the predictors + control variables)E And the results
are positive for CEO resilience and negative for (J&3ilience} and signifcant for both

(P<0.05)Hence step 1 is validated.

Model 4 and Model 5 preseim table 3 the results for step 2 (internal strategic
dynamism (modedt) or external sategic (modeb) dynamism as the criterion variable, CEO
resilience and (CEO Resilies)as the predictors + control variables)E And the results are

significant for both models. Hencgtep 2 is validated
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Finally, Model 6 presents inable 3 the results for step 3rfi performance as the
criterion \ariable, CEO resilience, (CECegiliencef , internal strategic yhamism and
external strategicdynamismas the predictors + control variables)E. And the results are
significant for external strategic dynamism (p<0.1) but not significant for internal strategic
dynamism. So Hypothesis 4 is pally supportedMore specifically the sequenceé CEO
resilience impact external strategic dynamisiwhich, in turn, affects negatively firm

performancé is supported This pattern however does not holith internal strategic

dynamism
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Variable

Mean S.D. 1 2 3 4 5 6 7 8 9 10
1. External Strat. Dynamismy.,, 2.26 241 1.00
2. Internal Strat Dynamism ., 0.04 1.71 0.28 1.00
3. ROALnsg 6.02 6.20 -0.16 -0.21 1.00
4. CEO Resilience:, -0.08 2.27 0.00 -0.18 0.16 1.00
5.CEO ageyn 52.64 5.45 -0.11  -0.10 0.12 0.39 1.00
6.CEO is chairn 0.69 0.47 -0.03 -0.16 0.11 0.39 0.41 1.00
7.CEO tenurey, 3.11 141 -0.01 -0.212 0.11 0.10 0.28 0.18 1.00
8. CEO education, 2.73 0.61 0.21 0.18 -0.26 -0.13 -0.06 -0.13 -0.00 1.00
9. Firmsize (In) t+n 9.13 1.03 0.16 -0.09 0.05 0.41 0.23 0.22 0.13 -0.15 1.00
10. External Strat. Dynamism.; 1.70 2.08 0.49 0.14 -0.01 -0.26 -0.34 -0.24 0.04 0.22 0.06 1.00
11. Internal Strat. Dynamism;., -0.04 1.28 0.15 0.20 -0.28 -0.16 -0.02 -0.16 -0.05 032 -0.24 -0.01
12.ROAn1 5.30 8.19 -0.12 -0.23 0.54 0.19 0.12 0.26 0.29 -0.12 0.08 -0.04
13.ROA1 0.99 36.10 -0.17 -0.18 0.31 0.17 0.08 0.12 0.03 -0.24 0.27 -0.07
14. Slackn 1.69 0.85 -0.01 0.02 0.09 -0.26 0.07 -0.10 -0.03 0.15 -043 -0.05
15. Business Diversification. 0.43 0.47 0.19 -0.13 -003 0.11 -0.12 0.07 -0.0r -0.08 0.26 0.24
16. Geographic Diversification 1 0.75 0.54 0.08 0.32 0.0 -0.24 0.01 -0.31 0.02 0.11 -0.27 0.29
17. Munificence -0.01 0.11 0.06 0.14 0.02 -0.01 o0.07 0.05 0.04 -0.01 0.03 -0.03
18. Dynamism.n -0.00 0.07 -0.05 0.03 -0.06 0.02 0.11 -0.03 0.06 -0.07 -0.02 -0.05
19. Complexity n 0.12 0.08 -0.07 -0.20 0.12 0.04 0.12 0.24 0.02 -0.20 0.05 -0.15
20. Correction for matching -0.10 1.08 -0.01 -0.15 0.14 0.49 0.65 0.60 -0.02 -044 0.61 -0.26
21. Correction for selection bias 0.24 0.27 0.08 -0.02 0.04 0.03 0.07 0.05 0.15 -0.03 0.07 -0.02
22. Yearun 2004.12 1.3 -0.02 -0.22 0.09 0.12 0.29 0.12 0.82 -0.00 0.15 0.02

Variable

Mean S.D. 11 12 13 14 15 16 17 18 19 20
11. Internal Strat. Dynamism,_; -0.04 1.28 1.00
12.ROAn1 5.30 8.19 -0.23 1.00
13.ROA1 0.99 36.10 -0.84 0.29 1.00
14. Slackn 1.69 0.85 0.56 0.07 -0.49 1.00
15. Business Diversification., 0.43 0.47 -0.02 -0.10 -0.07 -0.06 1.00
16. GeographicDiversification ., 0.75 0.54 0.19 0.04 -0.04 0.27 -0.17 1.00
17. Munificence -0.01 0.11 -0.11 -0.01 0.08 -0.10 0.03 -0.12 1.00
18. Dynamism.n -0.00 0.07 0.01 -0.08 -0.03 -0.02 -0.03 -0.08 042 1.00
19. Complexity n 0.12 0.08 -0.05 0.11 0.02 -0.04 -0.08 -0.40 0.00 -0.04 1.00
20. Correction for matching -0.10 1.08 -0.29 0.06 0.23 -0.20 0.17 -0.30 0.03 0.06 0.22 1.00
21. Correction for selection bias 0.24 0.27 -0.06 0.13 0.09 -0.03 0.07 0.07 0.09 -0.00 -0.010 0.00
22. Yearun 2004.12 1.32 0.07 022 -0.09 005 -0.05 0.08 -0.03 0.07 0.06 0.04

Variable

Mean S.D. 21 22
21. Correction for sdection bias 0.24 0.27 1.00
22. Yearun 2004.12 1.32 0.13 1.00

* Correlations significant at the p €5level.
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Table 11-EssayZResults of GEE analysis, CEO Resilience impact cat&jic Dynamism

VARIABLES Internal Strategic Dynamism ‘ External Strategic Dynamism
Modell Model2 Model3 | Model4 Model5 Model6 Model7
CEO ageun -0.044 -0.040 -0.039 -0.011 -0.012 -0.016 -0.005
(0.046) (0.047) (0.043) : (0.071) (0.070) (0.070) (0.078)
CEO is chair 0.090 0.109 0.220 ! 0.607 0.581 0.650 0.573
(0.375) (0.376) (0.361) : (0.533) (0.532) (0.530) (0.553)
CEO tenure. 0.030 0.022 0.081 : -0.115 -0.117 -0.050 -0.053
(0.180) (0.180) (0.166) : (0.273) (0.270) (0.269) (0.267)
CEO education., 0.354 0.347 0.277 0.430 0.434 0.366 0.375
(0.296) (0.295) (0.271) + (0.479) (0.473) (0.469) (0.535)
Firmsize (In) t+n 0.074 0.087 0.098 . 0.391 0.349 0.354 0.365
(0.208) (0.208) (0.194) . (0.305) (0.306) (0.303) (0.292)
ROAn-1 -0.023 -0.021 -0.017 -0.047** -0.051** -0.046** -0.045
(0.015) (0.015) (0.015) : (0.021) (0.021) (0.021) (0.035)
Int.strat.Dynamism ¢ ; 0.306** 0.313** 0.317**
(0.127) (0.127) (0.119)
Ext.strat.Dynamismy_; ©0.656%** 0.672*%** 0.670*** 0.654***
f (0.120) (0.121) (0.119) (0.122)
Slackgn -0.228 -0.249 -0.259 0.384* 0.409* 0.411* 0.432*
(0.180) (0.182) (0.174) : (0.229) (0.229) (0.227) (0.225)
Business Diversification. -0.497* -0.488* -0.604** 0.013 -0.023 -0.054 0.020
(0.290) (0.289) (0.266) : (0.446) (0.443) (0.438) (0.384)
Geographic Diversification. 1.052%** 1.033*** 1.017** . -0.370 -0.370 -0.336 -0.432
(0.288) (0.289) (0.264) : (0.433) (0.428) (0.424) (0.364)
Munificence ., 3.003*** 2.985%** 2.822%** 1 3.534** 3.512** 3.341** -1.026
(1.043) (1.045) (1.028  (1.412) (1.414) (1.407) (2.375)
Dynamismy. -0.848 -0.859 -0.693 . -3.793 -3.678 -3.614 -3.882**
(1.701) (1.704) (1.650) . (2.458) (2.458) (2.441) (1.653)
Complexity t+n -0.359 -0.629 -0.398 1.325 1.759 2.255 1.916
(1.767) (1.799) (1.644) : (2.542) (2.549) (2.532) (2.123)
Correction for matching 0.235 0.242 0.249 -0.111 -0.134 -0.119 -0.151
(0.368) (0.366) (0.341) : (0.535) (0.531) (0.525) (0.587)
Correction for selection bias -0.021 -0.024 -0.084 0.463 0.485 0.390 0.433
(0.363) (0.365) (0.363) : (0.4%) (0.498) (0.498) (0.467)
Year 2003dummy- -0.173 -0.166 -0.291 0.343 0.328 0.217 0.208
(0.347) (0.348) (0.343) : (0.474) (0.473) (0.474) (0.470)
Year 2004dummy- -0.558 -0.542 -0.736* . 1.000 0.976 0.776 0.778
(0.424) (0.424) (0.406) . (0.611) (0.607) (0.611) (0.613)
Year 2005dummy- -1.083** -1.059* -1.327% 0.058 0.038 -0.224 -0.212
(0.545) (0.545) (0.514) : (0.798) (0.791) (0.794) (0.745)
Year 2006dummy- -0.999 -0.986 -1.280** 0.611 0.621 0.320 0.343
(0.677) (0.678) (0.631) : (1.003) (0.993) (0.995 (1.031)
Constant 1.180 0.921 0.689 | -3.845 -3.483 -3.529 -4.113
(3.318) (3.347) (3.105) : (4.879) (4.856) (4.800) (5.666)
CEO Resilience., -0.037* -0.066 0.072* 0.051 0.039
(0.063) (0.059) (0.088) (0.088) (0.095)
(CEO Resilience 4, 0.053%* 0.045* 0.044
(0.016) (0.024) (0.031)
Munificence x CEO Resilience;, -0.144
: (0.598)
Munificence x (CEO Resilience? 0.549*
(0.292)
Observations 212 211 211 ; 248 247 247 247
Number of CEOS 50 50 50 : 61 61 61 61
Wald chi® 64.85%** 65.74** 85.82** 78.74** 81.00** 86.14** 127.68**

Standard errors iparentheses?*p<0.01, ** p<0.05, * p<0.1
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Table 12-EssayZResults of GEE analysis, Mediation Model

VARIABLES

CEO age

CEO is chair

CEO tenure

CEO education

Firmsize (In)

Prior year ROA

Prior Entry ROA
Int.strat.Dynamism ¢ ;
Ext.strat.Dynamismy_;
Slack

Business Diversification
Geographic Diversification
Munificence

Dynamism

Complexity

Correction for matching
Correction for selection bias
Year 2003dummy-

Year 2004dummy-

Year 2005dummy-

Year 2006dummy-
Constant

CEO Resilience

(CEO Resilience §

Internal strategic dynamism

External strategic dynamism

Observations

Number of CEO
Wald chi?

Firm Performance- ROA lead

Modell
0.090
(0.141)
-0.945
(1.147)
0.483
(0.562)
-1.579*
(0.947)
-0.471
(0.647)
0.262***
(0.047)
0.041***
(0.013)

0.942*
(0.534)
1.034
(0.901)
1.335
(0.825)
2.200
(3.092)
-2.414
(5.341)
3.271
(5.188)
0.537
(1.123)
-0.892
(1.097)
0.586
(1.032)
1.305
(1.303)
0.299
(1.683)
-1.545
(2.107)
4.271
(10.210)

247
61

107.87***

Model2
0.076
(0.143)
-1.062
(1.146)
0.487
(0.568)
-1.470
(0.961)
-0.657
(0.660)
0.234***
(0.047)
0.044***
(0.014)

1.084**
(0.537)
0.936
(0.913)
1.434*
(0.838)
2.279
(3.058)
-1.988
(5.298)
5.590
(5.353)
0.415
(1.132)
-0.800
(1.080)
0.528
(1.023)
1.213
(1.305)
0.244
(1.696)
-1.475
(2.133)
6.094
(10.388)
0.348*
(0.185)

246
61

106.71***

Model3
0.086
(0.144)
-1.232
(1.144)
0.342
(0.575)
-1.314
(0.968)
-0.664
(0.660)
0.216***
(0.047)
0.044***
(0.014)

1.082%
(0.535)
1.001
(0.917)
1.371
(0.842)
2.610
(3.034)
-1.949
(5.256)
4524
(5.407)
0.375
(1.133)
-0.547
(1.073)
0.758
(1.022)
1.652
(1.322)
0.825
(1.725)
-0.808
(2.167)
6.130
(10.407)
0.399**
(0.186)
-0.105*
(0.052)

246
61
109.41***

Int.Strat.dyn

Model4
-0.039
(0.043)
0.220
(0.361)
0.081
(0.166)
0.277
(0.271)
0.098
(0.194)
-0.017
(0.015)

0.317*
(0.119)

-0.259
(0.174)
-0.604*
(0.266)
1.017%%*
(0.264)
2,822+
(1.028)
-0.693
(1.650)
-0.398
(1.644)
0.249
(0.341)
-0.084
(0.363)
-0.291
(0.343)
-0.736*
(0.406)
-1.327%%*
(0.514)
-1.280*
(0.631)
0.689
(3.105)
-0.066
(0.059)
0.053#*
(0.016)

211
50
85.82%**

Ext.strat.dyn

Model5
-0.016
(0.070)
0.650
(0.530)
-0.050
(0.269)
0.366
(0.469)
0.354
(0.303)
-0.046**
(0.021)

0.670%
(0.119)
0.411*
(0.227)
-0.054
(0.438)
-0.336
(0.424)

3.341%
(1.407)
-3.614
(2.441)

2.255

(2.532)
-0.119
(0.525)

0.390
(0.498)

0.217
(0.474)

0.776

(0.611)
-0.224
(0.794)

0.320

(0.995)
-3.529
(4.800)

0.051

(0.088)
0.045*
(0.024)

247
61
86.14***

Firm Perf.

Model6
0.058
(0.163)
-1.378
(1.236)
0.062
(0.589)
-1.685*
(1.010)
-0.242
(0.697)
0.216***
(0.050)
0.041**
(0.021)
-0.175
(0.589)
0.463*
(0.270)
1.643%**
(0.577)
0.408
(0.986)
0.721
(2.072)
5.134
(3.452)
-4.998
(5.515)
7.196
(5.866)
0.089
(1.253)
-0.343
(1.187)
1.361
(1.116)
2.494*
(1.393)
1.772
(1.810)
0.063
(2.243)
4.327
(11.397)
0.461**
(0.208)
-0.086
(0.058)
0.175
(0.402)
-0.300%
(0.178)

212
51
107.49***

Standard errors in parenthes&? p<0.01, ** p<0.05, * p<0.1
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6 DISCUSSION AND CONTRIBUTION

This study of CEO resilience provides substantial support for my hypotheses,
including evidence that CEOsO resiliericgact their company strategic dynamism (be it
internal or external)dllowing a U shape pattern, that environment munificence moderates
this relationship and that external strategic aiyism channel the influence ofrategic
dynamism over firm performancén short, | find that, in contrast to e&tnely low or high
resilient CEDs moderateto high resilient CEOs display persistent external strategic

orientations, which cause superior performance.

Dealing with the topic of OenvironmettategicO congruence, prior research is split
between twoorientations: Either they contendhat due to environmental forces and
constraints, top executive have little latitude to alter the fate of their organizatianean
and Freeman, 1977; Meyer & Rowan, 1977; DiMaggio & Powell, 1983)eyr dcknowledge
top eecutive influence under persorahitation and biagHambricket al, 1993; Staw et al,
1981).In this essay, | contribute to the second strand and document empirically that the level

of CEO resilience is predictor of this congruence.

Moving from moderateo low levelof resilience mcreasdahe propensity to engage in
such ventures by 17% and from moderate to high level by BB#% .statistics istriking as it
sheds light on e of the effects of benefiting from a very large poor@ources and brings
support to Roll(1986) accountor acquisitionpattern:extremely high level of resilience tends
to cause hubris, whighin turn, translates to a more daring and risky acquisitidented

behavior(Hayward &Hambrick,1987).

In munificent environment, this relationship is strengdterand moderate to high

resilient CEOs listen less to the sirens of external growth and acquisitions than lesg cesil
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extremely resilient oneslo answer the question raised in introduction, extremely resilient

CEOs do dare more.

The pattern of medtion is also remarkahlén a previous paper (essay 1, Chapter 2), |
established the existence of the relatimm$etween CEO resilience and firm performance. In
this second essay, | elicit onetbe venue through which CE@sgilience travels towardsin
performance the bell shape format of the CEO resilieficen performance curve results
partially from (1) the U shape format of the CEO resilieexternal strategic effect and (2)
the negative influence of external strategic dynamism over firm pexfareDa finding fully

consistent with prior research@sgyrawal, Jaffe and Mandelkar, 1992; Sirower, 1994).

It is worth noticing though that | did not find any support for this link in the case of
internal strategic dynamism, due to the absence ofiaedtip between internal strategic
dynamism and firm performance. Ehiinding is puzzling but | wouldemain @utious
concerning the strength of this absence of relationship, which might be daméokind of
measurement errof.hrough my measurement ahternal strategic dynamism follows prior
research (Westphal et al, 200Chatterjee & Hambrick2007), the authorsraditionnaly
resorted to four &y resource allocation indicators(l) advertising intensity
(advertising/sales), (2) research and developreensity (R&D/sales), (3) selling, general,
and administrative (SGA) expenses/sales, and (4) financial leverage (debt/égutder to
balance the strong attrition in my sample, should | follow the entire pool, | restricted the range
of key resoure allocation indicator to two namelit) selling, general, and administrative
(SGA) expenses/sales, and (2) financial leverage (debt/equity). Although I rightly measured a
difference in resource allocation, my measurement is far more restrictive andacughint

for the absence of results.
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7 LIMITATIONS AND FUTU RE RESEARCH

As in any research, the findings of this paper should be considered in the conitsxt of

limitations, which are fodold.

First, | resortd to a methodology, which led nb@ use unobtrsive indicators as proxy
for resilience dimensions and | disregarded/held constatitdsample the family coherence
dimension. | strongly believe this measure is satisfactory iar@hswers to the call of
Hambrick (2010) to move beyond the use of memagraphic proxiedAs such, it represents
a significant improvement to traditional methodsupper echelonsesearch and capitalized
on the proposition and methodgy followed by Chatterjee & HambricK2007).Yet, | am
still pretty far from the CEOs sang and the optimum proxy would be to administrate CEOs
the RSA questionnaire: the unwillingness of CEOS to participate in such program, the low
response rate and the possibility of desirability bias in their answers cast doubt about the
possibility of suceedingone daywith such resealcdesign. While not perfect, my measure

appeas nonetheless adequate ancbted in sound psychological research.

Second | have highlighted a personality characteristic, which may cast new lights on
timely and relevanissues: CE@xposure to stress is significant and their capacity to resist to
and overcome pressulis key. However, | have assumed that S&P 500 CEOs faced
significant stress and pressure during their tenures: a fair assumption. Yet, investing the
influence of resilience in crisissituation would provide a stringertest asresilience
consequences are particularly salient in times of crisis where the trajectories followed by top

executives enjoy greater visibility and traceability.

Third, | have dertified one factor through which CEO resilience influensefirm
performancestrategic dynamisn¥et, it represents only one possibility and other interesting

researchalternativeremain to be tackled. It would, for instance, be quite interesting to see
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how resilence plays out irCEOsQwillingness to follow defendevs. prospector strategy
(Miles and Snow, 1978) or builds. harveststrategy (Levinthal & March, 1993). Do
moderate to high resilient CEOs display a constant preference or does it vary according to th

situation requirements, the industry and the stage in the lifedpghair corporation?

Fourth for having attempted to open the black box, | have only shed a tiny spotlight in
an ocean of darkness and of unknown. There are many steps and causditipsstiat
remain unexplored to account for the cascadifigct of CEO resiliencewithin and outside
the organization. This represents one possibirie for future researcAnothervenuewould
be to investigate the impact of CEO resilience over thd T well as its resiliengend
their respective interactions. CEOs do not act in isolation and I, Havethe sake of
parsimony clarity and feasibility decided to let this area outside of my investigation scope.
CEO resilience mighbr instanceaffect the quality of the information thegek as well as the

willingness @ their followers to select and engage into issue selling (Dutton, 93; 97).

As a conclusion, this papeomplements my previous essay, which has establisleed
existence of an impacbf CEOs resilience over their firm performance. After deriving
propositions rooted inpper echelontheory and attention based view of the firm, it provides
a first empirical testo dateof the influence of CEO resilience on strategic dynamism, and
docunentedthe mediating role of external strategic dynammrar the CEQresilience firm
performance relationshigAs such, it has contributed to expand anderstandingf firmsO
action and CEO behav®under challenging conditions and opened the doarvast field of

possiblefuture investigations.
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CHAPTER 4

OPENING THE BLACK Box: A MoDEL oF CEO RESILIENCE DIFFUSION IN
TIMES OF ORGANIZATIONAL CRISIS.

1 INTRODUCTION

The first empirical paper, presented in chapter 2, elicited the relationship between
CEOrresilience and firm performance. It focusatdtbe two extremes of the uppechelors
model, based its rationale on resource dependence theory (Pfeffer and Salancik, 1978) and
documented the influence of two moderators on this relationsiaimely firm level of
potential slack and industry complexity.

The second empirical paper moved one step closer to CEOs and investigated the
influence of their resilience on their firm strategic dynamism (be it internal or external).
Grounded in a subset of the behaaldheory of the firm (Cyert & March, 1963)amely the
attention based view of the firm put forward by Ocasio (1997), it established that CEO
resilience impacted their firm strategic dynamism following a U shape pattern and that
external strategic dynanms mediated the relationship between CEO resilience and firm
performance.

The following theoretical piece opens the black box and formulates a process model
that conceptually accounts for the diffusion of CEO resilience internallyeatatnally in
times d crisis. While the two precedent empirical papensalyzed the influence of CEO
resilience in a general context and avoided a selection on crisis occurrence, which would have
biased the results as reverse causality exists, this third paper has thegadeffdausing on
a specific and important source of streGsises represent situatignghich call for rapid
decision under strict constraints of time and uncertainty and thus considerably raise the level

of pressureutton & Jackson, 198 Rearson & Glir, 199§. Purposively sampling on crisis
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situation provides a venue to focus on an extreme case scenario, which has the advantage of
increasing the stakes and magnifying the consequences of decisions quality (Eisenhardt,
1989).0Organizational crisis repsents an interesting setting since top managers experience an
increased amount of stress, have to face ambiguity and act quickly; and they must do so under
public scrutiny. Organization crisis has been omotaisOagenda for some timgoughly two

decads) and various theories have been put forward to account for them and for their
understanding by crisis managers; to name a few, Sdakmg (Weick, 1988, 1993, 2005),

Threat & Rigidity Model (Dutton & Jackson, 1987), Broaden and Built Hypothesis
(Frederckson & Levenson, 1998; Frederickson & Joiner, 2002), Situation Crisis

Communication Theory (Coombs, 2007).

My purpose in this essay is to develop a theory that accounts for the diffusion of

CEO resilience in imes of crisis and its impact orcrisis handling effectiveness.

Prior to formulating propositions and for the sake of clarity, | will first briefly review
some definitions and typologies, which have been proposed in the field of crisis management.
I will then engage in theory building and presemtrétionale accounting for CE@silience

impact oncrisis handling effectiveness

2 CRISISTERMINOLO GY

2.1  Crisis Definition
According to Dutton & Jackson (1987), organizational crisis is a type of strategic issue,
which is characterized by a high level oiticality, time pressure and ambiguity. Similarly,
Pearson & Clair (1998) define organizational criseSaa®w-probability, highimpact event
that threatens the viability of the organization and is characterized by ambiguity of cause,

effect, and meand cesolution, as well as by a belief that decisions must be made swiiftlyOO.
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OPENING THEBLACK Box : A MODEL OFCEORESLIENCE DIFFUSION IN TIMES OF
ORGANIZATIONAL CRISIS

order to definé'organizational crisls other scholars have proposed to position the construct
into a lexical field and contrast it with related terms. For example, Pauchditt@f (1992)
stressed the difference betwemmnincident, an accident, a conflict and a crisis. An incident is
of limited disruption, while an accident is a systemic disruption but one that does not affect
basic assumptions and meaning. Conflict involeely a disturbance of symbolic structures
and crisis reflects ®@isruption that physically affects a system as a whole and threatens its
basic assumptions, it subjective sense of self, its existentiaOdafe@an logically expect

that incident, cofhict, accident and crisisause increasing amount of costs

Table 13-Pauchant & Mitroff Crisis Definition

System Area

Subsystem Whole System
T>’ Physical
o Incident Accident
IS
g .
2 Symbolic
n Conflict Crisis

Source: TC. Pauchant & I.1. MitroffTransforming the Crisi¥rone OrganizationJosseyBass Publishers, 1992.

James & Wooten (2010) contrast the constructooanizational crislswith that of
"business problem In addition to the commonly accepted charasties of urgency,
criticality and ambiguity, they contend that four extra dimensions set organization crises apart
from business problems: (1)e infrequency of crisis occurrencewnhile business problems
are recurrenissues, for which protocols are oftdesigned, the sudden (or the unpredictable
chain of events leading to tliecurrence of crises, render them infrequent and abnormal, (2)
the significance of criseswhile business problems impair the normal functioning of a
business, crises affect signdntly the long term performance of a firm, and in some case its
survival prospects, (3he breadth of stakeholdersvhile business problems affect a limited

number of stakeholders (mainly internal), organizational crises involve a wide array of
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stakehaflers (government, trade uni@)sthat span different geographical boundaries and
have significant influence on thmisinesgate and (4}he level of publicity:while a business
problem is rarely revealed and of interest for the public, crises receiueamfaunt of media
attention.

In this paper, | follow James & Wooten (2010) and define organizational crisés as
rare and significant situation that has the potential to become public and bring about highly
undesirable outcomes for the firm and its staddders, including: injury or death, negative or
unwanted publicity, financial or reputational ruin, and enhanced political, governmental, or

regulatory scrutiny, therefore requiring immediatereative action by firm leadets

2.2  Crises Classification: Nmerous typologies
Numerous typologies have been put forward to classify organizational crises, ranging
from the most rudimentary (2 categories) to the most comprehensive (10 categories). Among
the most rudimentary classification, stand than-made / natwal dichotomy, which is one
of the oldest and most commonly used typologies (Rosenthal & Kouzmin, 1993). The man

made/natural distinction, which hasepewidely used, was refined as natural, human or

technological threats by Rike (2003).

Table 14 -RikeOs Crises Classification

Potential Types of Exposure
Natural Threats and Hazards Technical and Mechanical Human Activities and Threats
Hazards
Fire Power outage/failure Computer error
Flood Gas leak Lost or misfield documents/recorg
Hurricane Software failure/mdlinction Vandalism
Earthquake Sewage failure/backup;uding Theft
Lighting strike structural failureElectrical Bomb threat
Tornado, wind storis shortage/faulty wiring Civil disorder
Snow and iceterms Toxic spill Strikes
Wind Radiation contamination Kidnapping
Tidal wave Loss of physical access to Terrorism
Typhoon resources Sabotage
Mold and mildew Biological contamination Loss of key persorei
Insects and rodents Train derailment/airplane crash | Epidemic

"DX!

SourceRike, 2003



OPENING THEBLACK Box : A MODEL OFCEORESLIENCE DIFFUSION IN TIMES OF
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This refinement is not the only one and typologies ordering crises according to their
sources are legion. As illustratiorable 15 presents some of the heaviest quoted examples. A
caveat should hwever be introduced here. To produce those typolotliesjifferent authors

follow a similar methodology: they list categories referring to real business cases and group

them afterwards. As such, those classifications can be criticized, as they doulidroes

substantial quantitative investigation and factor analysis.

Table 15 - Examples of Organizational Crisis Classification

Meyers & Holusha, 1986 Coombs, 1999 Mitroff & Rike 2003 Seeger, Sellnow &
Anagnos, 2001* Ulmer 2003
Public Perception Natural Disasters | Economic Natural threats | Public Perception
& hazard
Sudden Market Shift Malevolence Informational Technical & Natural Disaster
mechanical
hazard
Product failure Technical PhysicalLoss of | Human Product or service
Breakdowns key plants and | activities & crisesbproduct
facilities threats recall, food borne

illnesses

Top Management

Human Breakdowns

Human Resourcg

Terrorist Attacks

Succession

Cash Crises Challenge Reputation Economic Crises

Industrial Relations Megadamage Psychopathic Human Resource
Acts Crises

Hostile Takeover

Organizational

Natural Disasterg

Industrial Crises

Misdeeds
Adverse International Workplace QOil & Chemical
events Violence Spills
Regulation/Deregulation | Rumors Transportation
Disasters

Crises that originate
in the wider

environment.

* also refined in a further HBR pap®Preparing for Evii® 2003 by Mitroff & Alpaslan
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In respect to classification validity, Gundel (2005) contends that, in order to be useful
and pertinent, risis typology must meet four criteria:

1-The various crisis categories must be mutually exclusive

2-The typology must be exhaustive, allowing its users to allocate an infinite set of

crises to a finite set of classifications.

3-Crisis typologies must bas relevant as they are useful.

4-Typologies must be pragmatic limiting the number of classification to a reasonable

and manageable number.

Most of the typologies listed in table 14 violate at least one of GundelOs criteria:
mutual exclusivity for most ofhem and the pragmatic condition for the most recent ones.
Some categories mirror each other from one typology toméxé and theyare not mutually
exclusive: In Seeger et alO proposition for instance, natural disaster can cause industrial crisis,
leadirg to economic and reputation crises. Moreover, though parsimonious, classifying crisis

as caused by man or nature may not be straightforward (violation of rule 3).

In the external stakeholder diffusion path of my model, | will folldaombs (2004,
2007) reent call to order crises based on their respective level of responsibility attribution.
Coombs delineates three clustersvietim cluster (natural disaster, workplace violence,
rumor, product tampering...), in which there is a weak attribution of casonsibility,an
accidental cluster(challenges by stakeholders, technical errors), in which there is a minimal
attribution of crisis responsibility, and preventable cluster (human error accidents,
organizational misdeeds, management misconductsE)tiith there is a strong attribution
of crisis responsibility. This classification meets GundelOs four criteria and provides a sound
basis for theorizingThe possible allocation of an infinite number of crises to these three

categories attests for the gealezability and external validity of my following propositions.
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2.3

For being diverse, crises follow a similar unfolding pattern, which is not subject to

ORGANIZATIONAL CRISIS

Different crisis stages

controversy. Variations in conceptualization mainly stems from the degreeenéfis and of

details sought after by different researchers ([{S&&16).

Table 16-A single unfolding Pattern

Turner, 1976

6 stages of OFailures in oversight

Pauchant & Mitroff, 1992

5 phase Crisis maagement model

Seeger, Ulmer, 2003

3 stages model

1 - Notionally normal starting
point:

(a) Initial culturally accepted
beliefs about the world ang
its hazards

(b) Associated precautionary
norms set out in laws,
codes of practice, mores,
and folkways.

1- Signal detection

Prior to the emergence of the crisig
some signals are emitted. The
authors make the difference betwe
crisisprone organizations that

overlook signals and in which deni
and bad communication are rife an
crisisprepared organizations that
areable to sense very weak signals

1- Pre crisis:

The origin is a state of
equilibrium in which the
organization has plan
procedures and policies in place
to safeguard its interests.
Next, some signals get undetect
(failure in foresight) leading to
increase in uncertainty;
unforeseen associations are
produced and coupled with the
increased uncertainty and threat
a shrinking response capacity a
a failure to communicate
effectively.

2- Incubation period:

The accumulation of an unnoticed
set of eventshiat are at odds with
accepted beliefs about hazards an
the norms for their avoidance.

2- Preparation/Prevention

Weaknesses having been detectec
the organization uses prevention (i
the crisis is still manageable) or
prepares itself with contingency
plans

2- Crisis
The threat is real leading to
increased stress and emotional
confusion, in turn disrupting
sense making.
Time pressure coupled with
difficulty to properly assess
actions available.

Self-organization and decision
lead to slow return to normal.

3- Precipitating event

The crisis forces itself to the
attention and transforms the gener
perceptions from stage 2.

3- Containment/damage limitation

In case the prevention of the crisis
was not feasible, Pl evokesome
damage limiting mechanisms such
as for instancecontrolling the
amount of information that is
broadcast. Authors stress that
repetitive bad news or inaccuracie
in the press can cause greater
damages.

3- Post Crisis

Causes are properly assessed g
a story is conveyed concerning
the eveh

Operations of apologia and imag
restoration are conducted and
new norms and procedures are
enacted.

The crisis becomes a building
block, a myth in the organization

4- Onset:

An immediate consequence of the
collapse of cultural precautions
becomespparent.

4- Recovery

The authors focus on crisis
management. Recovery mostly
comes from the preparation made
Stage 2. Great cohesion is witness
at this stage and the personnel sha
the willingness to gain back what

was lost during the previous stage
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5- Rescue and salvage: 5- Learning

First stage adjustment Reassessment of the previous stag

An immediate post collapse and takeaways.

situation is recognized in ad hoc
adjustments that permit the work o
rescue and salvage to be started.

6- Full cultural readjustment

An inquiry or assessment is carrie
out and beliefs and precautionary

norms are adjusted to fit the newly|
gained understanding of the world

As shown by these three propositions, which share some similarities, there is a consensus
concerning the unfolding pattern of crises and one would easily cothagrtbe three models
resemble Rssian dolls: Turner (1976) and Pauchant & Mitroff (1992) models are actually

nested in Seeger et alO parsimonious proposition.

3 A MODEL OF CEO RESIL IENCE INFLUENCE ON POST CRISIS
PERFORMANCE

As previously mentioned, crises have been an object of interest for communication
scholars; the body of literature on this topic is vast and relies mainly on the use of case studies
(Dawar & Pillutla, 2000; Dean, 2@). While building upon some findings of communication
researchers (Coombs & Holladay, 1996, 2008; Pauchant & Mitroff, 1992), | will not stricto

sensu contribute to this research stream.

Given that CEO resilience diffusion is my main focus, crises remregaations in which
resilience is likely to make a difference. My approach thus resonates more with a crisis
leadership orientation (Ja&as & Wooten, 2010) than with a publielation orientation
(Coombs & Holladay, 1996, 2008; Pauchant & Mitroff, 19929mes & Wooten (2010)
propose that, to handle a crisis effectively, leaders need to display specific competencies
required by the crisis stage they have to fammsemakingand perspective takingn the

signal detection phaseinfluence, creativity and agility in the prevention phase,
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communicationand risk taking abilities in the damage and containment phad®ljty to
promote resiliencen the recovery phasand abilityto foster organizational learningn the

final phase.

Table 17-Crisis Phases and Supporting Competencies

Five Phases of a Crisis & Nine Supporting Competencies

, , , , Damage .
Signal Detection| Preparation & Prevention 1ag Recovery| Learning
Containment

he 3 2 =3
n o o O - % S
o) 8 5 2 0 m3 % 2 o=
n @ = Q ® o 3 =~ = oS
@ 2 = 2 o Qc — Q 22
z < g S 2 <3 » - 8-
) @® o D Z 0 = o =)
= — ® = <9 =] » S
> Q > £ «Q = > 5
Q = Q Q @ =1
3 E; 3 =

Pre Crisis | Crisis | Post Crisis

Source: James & Wooten (2010) for the first three lines

My model starts with therisis occurrence,as a key antecedent of CH®€silience
behavior proposing that crisis situations put CEO resilience to the fore and that their
resiliencedirectly impact their effectiveness in managing stakeholdeesthey internal or
external.lt is in the immediate aftermath of the crisis ocence i.e. in the damage and
containmenttage, that CEO resilience enjaye greatest visibility and impact. This model
focuses thus on the triggering moment and the responses or dialectic that unfold between the
firmOs top executives and the otheredtalders. In the aftermath ofcaisistriggeringevent,
stakeholders face uncertainty and turn their eyes to the executiveTsigtarhole chain of
information and the regular sense making abilities of an organization and its top management
are disturbedThe various stakeholders represent, at this stage, major sources of concern,
while simultaneously requiring imrdate attention. The high levef criticality, urgency and
ambiguity, which characterize crises, camsgnificant disruptions (Dutton & J&son, 1987).

TMT members face an extraordinary situation, are thrown out of their comfort zones, and the
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routines that guarantee smooth functioning are broken. Numerous stimuli are emitted from the

field by diverse sources of information necessitatingdragsponse.

Containing thechaos and making sure that (the different stakeholders get the
information they need and (2) the TMT keeps functioning by enacting new
procedures/processes and prioritizing tasks, fall under the responsibility of theCEES.
play a pivotal role in providing information and conveying meaning to stakeholders,
internally (employees, followeks) and externally (shareholders, general public, megdia.
Those two groups of stakeholders represent the two paths through which Gligbcees
travels to affectrisis handling effectivenesd) a path dedicated to external stakeholders
which could also be calletdistant crisis leadershipand 2) a path dedicated to internal
stakeholderswhich could also be calléttlose crisis leadetsp”. Through those two venues,
CEO messages frame the perception of stakehqglderpact the crisis strength arith
duration and condition their firmsurvival. That crises put significant pressure and grant

heightened visibity to CEO behaviors appeastraightforward

However this relationship is bidirectional and reverse causality exists. Indeed, it is
reasonable to expect that CEO resilieaffectsthe probability of crisis occurrence. During
the signal detection phase (James & Wooten, 2010)itisenSEOs have the possibility to
avoid the escalation of small incidents to major crisis and nip the nascent crisis in the bud.
Their capacity to do so rests upon their resilience potential. Extremely resiliers Q00
high stress tolerance, tend twerlook menial deiils and allow them to escalatehile
extremely low resilient CEOs have major difficulties not freezing in front of the wide array of
the numerouslistress signals they detect. As such, resilience afifeththe boundedness of
their awareness (Neal® Bazerman 1985; Chugh & Bazerman, Zp0and the boundedness

of their rationality(Simon, 1957; Cyert & March, 1953n such a fashion that extremely low
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resilient CEOs suffer the most from bounded rationadi/they take on too manigsals into
consideration and extremely high resilient CEOs suffer the most from bounded awareness

as they are the most likely to disregard some weak but crucial stimuli
Taken together, the above arguments suggest the following:

Proposition 1: Crisis situations increase the salience and magnitude of CEO
resilience effects. CEO resiliencen turn, decreases the potentiality of crisis occurrence

following a bell shape pattern.

3.1 The external Stakeholder path

In line with James & Wooten (2010), | considbkat communicating effectively is a
vital competence CEOs must display in the aftermath of a crisis sughest theirasilience
level directly influenceshis competence.

Postcrisis communication is worth considering because (1) it is an aspect of
organizational life on which CEOs have substantial latitude of action, (2) it has major impact
on the duration and severity of a crisis and (3) theoretical elemertatigttiiat resilience can

affectit.

First, CEOs control crisis communication content and contextual factors only
marginally influencetheir actions. If they rely on internal communication personnel and/or
external PR specialists, especially in the case of crisis management, CEOs remain clearly in
command. They decide how and to whom thely eaiter their messages and arbitrate between
alternatives. For example, one of such alternative rises from the simultaneous consultation of
their legal and®PR teams: while the formeirge them not to recognize any wrongdoing from
the firmBwhich could bealetrimental in case of lawsuitand to engage into highlyetensive

strategies, the latteexhort them to empathize with the affected stakeholders, show
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consideration and adopt more accommodative strategies. In fine, @d€@s andlevise the

communicabn strategie$ollowed by their organizatian

Second,crisis communication content is not anecdotic and incidentallt matters
and can dramatically influence the fate of an organization. The impression management
literature is rife with examples of verbatcounts that frame stakeholdersO perception and

condition their reaction to the organization (Elsbach, 1994; Elsbach & Kramer, 1996).

Third, resilienceconditions the capacity ofCEOsto read the stakes and deliver an
effective messageto the affected takeholders in thecrisis aftermath. A contingency
perspective is adequate in assessing the effectiveness of a CEO message, as certain types of
crises call for specific and distinct type of answers. The congruence or match between the
crisis type and CECesponse strategies is tHiey. The match can be specifiedaccordance
with prior empirical resarch (Marcus & Goodman, 1991and the recommendations
formulated in the Situational CrssiCommunication Theorireferred as SCGT(Coombs,
2004, 2007)Reseaches on crisis communication management have argued and documented
that certain types of post crisis communication are more efficient than others and SCCT

proposes a framework to match communication content and crisis types.

More specifically, SCCT revees around three componenasclassification of crises
situations, a classification of crisis response strategies and a rationale to match the two.
Attribution theory provides the theoretical foundation for SCCT crises classification and
SCCT classifies rises according to the level of responsipilattributed to the firm by

different stakeholders.
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Figure21-A Model of CEO Resilience Diffusion in the Crisis Aftermath
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The more a firm is viewed as responsible, the more gstaéion is at risk and the
more it can suffer from negative pressures and cpesees. Coombs (2004, 2007) identifies
three clusters of crises based on the increasing level of responsibility attritzutimbim
cluster, an accidental cluster and apreventable cluster In evaluating the responses
formulated by the organizations facing crises, communication scholars resort to a continuum
ranging from defensive strategies, in which the interest of the organization is put first, to

accommodative strategigs which the interest of the victims is put first.

Using thetwo ends of this continuum, Marcus & Goodman (1991) have demonstrated
that in case of accidents, where the firm is considered more as a victim than as a wrongdoer,

defensive strategies are tlmeost effective. Converselyin the case of scandals, where
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responsibility is strongly attributed to the firm, accommodative strategies work best. SCCT
provides a more precise and nuanced version of the defeatgisenmodative continuum by

detailing threeclusters of response strategies.

Ordered from the most defensive to the most accommodative, stand (d¢rthe
cluster with the Attack the accuserconfront antagonistically the person or group that claim
a crisis exiss, Denial- claim there is no crisisor Scapegoat blame the supplier of the
crisis- strategies (2) thediminish cluster with the Excuse Bminimize organizational
responsibility by offering pretextsr Justification strategie®minimize perceived damage by
rationalizing behavior (3) the rebuild or deal cluster with the Compensationtoffer
measures to repair damage®r Apology -publicly accept responsibility and request

forgivenessstrategies.

SCCT prescribes the following match€$) Firms with no prior exposure to crises
exposed to wtim crises should resort to deny strategies, (2) Firms exposed to accidental
crises and firms with prior exposure to crises exposed to victim crises should resort to
diminish strategies and (3irms with prior exposure to crises andpeged to accidental
crises and IFms exposed to preventable crises should resort to rebuild / deal strategies. This
prescribed match has been documented to be the most effective alignment (Besova, 2008;

Fussell et al, 2010; Cooley & Cooley, 2011).

Given that resilience coitbns the breadth of vision and the cognitive abilities of
CEOs, it is likely to affect the effectiveness of their communication and the previously
mentioned congruence in the following manner:

Low resilient CEOs are very affected by a crisis and avaepto dysfunction. They
perceive crisis as a major threat and this perception paralyze them and is long lasting.

Perceiving a situation as a threat narrows the attention and the repertoiresaDE®@DbIlize
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(Fredrickson; 1998, 2001Yiewing the glass adesperately half empty, low resilient leaders

get stuck in a negativity spiral, which logically lead them to adopt escape strategies that work
against the interests of their organizations. Indeed, facing a crisis, human beings feel the
desire to evacuat¢he problem and simply make the crisis go away, leading them to
suboptimal decisions or actions (James & Wooten, 2010).

Given their absence of support, the disorgaeh nature of their routines arnbeir
relatively low self-confidence low resilient CEOsare very sensitive to this desire and are
very likely to give in. For example, following the outburst of a crisis, they often appear
Ounreachable for commentO due to mental fatigue or they engage in erratic communication
following highly defensive or higkl accommodative strategies. The absence of resilience
resources, which would help them overcome the initial psychological shock, leave them
deprived of the required energy to address stakeholders timely and effectively. | therefore

expect their communicatn strategy to match poorly the crisis situation they have to face.

Masataka Shimisu, Tepco CEO in date of Fukushimabainuclear disaster,
provides a telling example of such breakdown and the catastrophic consequences that
followed. Two days after thauclear disaster, Shimisu attended a press conference where he
apologized; in the night of 2011 March the"lshree days after the outburst, Shimisu was
ready to abdicate and proposed that every TEPCO employees retreat from Fukuskgiria Dai
premise$ to be told by Japanese Prime Minister thailling out was not an optiénFrom
then on and for a month Shimisu became unavailable for comment and according to Tepco
headquarters was hospitalized for dizziness and high biessyre resulting from overwor
(Shirouzu, Sanchanta & Inagaki, 201External stakeholders were left with an appalling
vacuum in leadership and Reuters was voicing the concerns shared by many stakeholders in
the following terms'The head of the Japanese power company at the centereodf the

world's worst nuclear disasters has all but vanished from the public eye. And many Japanese
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[E] are beginning to ask where he is and questioning how much he is in control of the

crisis"®

This distress of the CEO was such that he did not hoisattuties externally antdeft
it to TEPCO spokespeople in Tokyo to be the public face of the company and answer
increasingly aggressive questions, and criticism, from reporters frustrated at the lack of
information” *°. After being away without officialeave for a month, he came back in
command and visited the Fukushima prefecture to survey damage. That detayhvas
viewed by many as unacceptable and has caused significant hardship to the company. Facing
a loss of 15 Billions Dollars, Shimisu resignedMay 2011 with a very poor result in the

crisishandlingphase.

Conversely, extremely resilient CEOs are only marginally affected by a crisis but they
are prone to reach poor crif®8&ommunication alignment for this very reason. By only seeing
the glas half full, they are likely to apprehend the situation throrghe colored glasses
(Lovallo & Kahneman, 2003; Keiningham et al, 2006). They are not stuck in a negativity
spiral but they nonetheless misread the situation and the stakes. Extrenhegpt r€&Os
display great poisdheir overoptimismand overconfidence may cause them to underestimate

the seriousness of a crisis and follow suboptimal communication strategies.

Tony HaywardOs handling of BP communication strategy following the Deepwater
Horizon oil spill provides a shining example of the damages extreme resilience can cause.
Hayward (1) failed to seize the severity of the crisis and delayed action during the initial
weeks of the oil spills and (2) communicated poorly showing a lack céittiynpo the point of

being photographed at yacht racing while the crisas wnfolding and claiming the gulf

15 ) . . .
Obaydi, Y., Uranaka, T., & edited by Thatcher, J.; Where is Japan's nuclear power CEO?; Reuters published on Sun Mar 20, 2011 and
accessed on March 2014tp://www.reuters.com/article/2011/03/20/japanrquakeabsenicecidUSTRE72J2DK20110320

6 ) ) . .
Obayahi, Y., Uranaka, T., & edited by Thatcher, J.; Where is Japan's nuclear power CEO?; Reuters published on Sun Man@0, 201
accessed on March 201&tp://www.reuters.com/article/2011/03/20/fapanquakeabsentcecidUSTRE72J2DK20110320
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region that Ohe wanted his life backO; this latter quote triggered his downfall and led to his

resignation onl\99 days after the crisis beg(Malvi & Fragkos,2013)

In contrast, moderately resilient CEOs are affected by the crisis, wiotécpthem
from overconfidenceput, to the difference of low resilient leaders, they benefit from
sufficient resilience resources and are not paralyzeithdosituation. Theipture they get is
more comprehensivand accurate, and they suffer less from common decision making biases
such as status quo heuristics (Hammond et al, 1998). Their perception of the glass as
successively half empty and half full,ggered by a sufficient amount of resilience resources,
renders their communication responses more enlightened and more effective. Hence, |

propose:

Proposition 2: The match between response strategies and crisisisypeaker in

firms run by low or hight resilient CEOs than in firms run by moderately resilient CEOs.

SCCT contends that aligning crisis response strategibscrisis types will enable
organizationdacing a crisis to mitige the negative influenoaf bad publicity and preserve
their repuation. Given that effective communication is crucial to prevent the costly escalation
of a crisis (ikgruntled stakeholders, customer |odistraction of management attention and
financial settlementsE), crisis typeesponse strategies maitinectly affects crisis handling
effectiveness A perfect alignment, which addresses effectively Wagious concerns of
stakeholders, decreases the intensity of oppositiorcasid duration This in turn, enables
the organization to reach quicker its jorésis gate of equilibrium and haa linear positive

impact on crisis handling effectivenestence, | propose:

Proposition 3:Crisis typecommunication strategy matchpositively associated with

crisis handling &ectiveness.
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This relationship between the dsistypecommunication strategy match and crisis
handling effectiveness is however likely to be influenced by the strength of prior outrage and
the sympathy capital the CEO enjoys in the public eye. This prior outrage stems from an
accumulation of previousiisconducts (building up to reach a critical threshold) or from the
perception of a discrepancy between the facts and the story told by the CEO, which Wernicke
(2010) labeled CEO hypocrisyn any case, this cdapl determines whetheextenal
stakeholdersvill give CEOs thebenefit of the doubt, accept theilessage and giveemtheir
trust or, to the contrary, whether they will increase their distrust, their opposition and enjoy

the feeling of schadenfreudeeather, 1994, 1999; Wiesenfeld, et al, 2008

Ceteris paribus, a CEO whosemmunication is congruent with the crisis type will
enjoy less adversity in the case of low prior outrage (regardless of its origin), which will

translate in quicker recovery and better crisis handling effectiveness. Hpnmgose:

Proposition 4: CEO prior outrage negatively moderatéhe relationship between

crisis typecommunication strategy match and crisis handling effectiveness.

3.2 The internal stakeholder path

Confronted to crises, CEOs have not only the duty to reassuernal stakeholders
through effective communication in order to mitigate adverse effects and reputation loss but
they also have to lead theemployees through the storl@EO position at the top of the
decision chain and the power that is associatéd tvimake them the focus of attention and
the actors who enjoyed the highest influence and latitude in the deciskingrprocess
(Rajagopalan, 1996rajagopalan & Datfa, 1996).

The internal stakeholder path of this model depicts the diffusion of CElicRee
within the TMT (considered in this manuscript as the crisis handling team). Fulfilling their

responsive roleRfeffer & Salancik, 1978 chap 10), CEOs influence the discussion agenda,
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the framing of the issues and the number and identities ofetisi@h makers (Pitcher &
Smith, 2001; Jones & Cannella, 2011). While this assertion is true regardless of the context,
this influence is reinforced in the context of crisihere pressure and ambiguity cause TMT

members to expect more from the CHutton & Jackson, 1987)

For being the most influential ones, CEOs do not operate in a vacuum and decisions
pertaining to crisis handling are not made in isolation but results from a consultation at the
apex of the organization through the constitution ofisisccell. Crises causing a complete
disruption of traditional routines and sense making, it falls upon the CEOS to 1) reassign
responsibilities 2) help team make sense of this unusual situation and 3) keep TMT member
accountable. By performing those tas&fectively and showing heir inner circle or
entouragethat they can cope with the situation, CEOs act as buffer against crisis stress,

safeguard the motivation of their team and inspire trust in their close followers.

The main line of reasoning is thidite effectiveness of the cridimndling phase rests
upon TMT effectiveness, which is conditioned by CEO abilities #na directly influenced
by resilience in times of crisis. To link CEO resilience with TMT effectiveness, a leadership
model is requiredo specify the various links and processes at play. Zaccaro et al (2001)
propose such a model anchored in a functional view of leadership, a view fully consistent
with the contingency orientation adopted in the external path of my mbuaided, a
functional view of leadership boils down to specify thiite leaderOs main job is to do, or get
done, whatever is not being adequately handled for group re@dsGrath, 1962) and that
"if a leader manages, by whatever means, to ensure that all functional dotiboth task
accomplishment and group maintenance are adequately taken care of, then the leader has

done his or her job wéllHackman & Walton, 1986).
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As in the SCCT model (Coombs, 2004, 2007) where specific types of crisis are linked
to specific typs of answers, functional leadership comes down to switching from an emphasis
on "what leaders should do [to] what needs to be done for effective performéidaekitan
& Walton, 1986). SCCT and functional leadership focus thus both on the requiremds of t

situation and the ability of the team leader (here the CEO) to address those properly.

| will also resort to the eustress and distress dichotomy and terminology as well as the
construct of trust. A succinct definition of those terms and their originhefip clarify those
concepts meaning in this manuscri@n the one hand, stress was defined by Hans Selye
(1936) as thénonspecific neuroendocrine response of the Bpeshich he later refined as
the "nonspecific response of the body to any demandenoadt. Acquainted with the work
of Levi (1971) who first drew the line betwe&positive' and"negativé stress, Selye (1974)
coined the term distress and eustress to indicate whether the physiological response was led
by negative or positive stressoms, distinction and terminology widely used since then
(Lazarus & Folkman, 1984; Lazarus, 1993; Simmons & Nelson, 2007). Eustress and distress
are often portrayed in the following manner inspired by the original work of Yerkes and
Dodson (1908) with theingperiment of mice in a mazerigure22- and labeled as the Yerkes
Dodson Law.

Figure 22-YerkesDodson Law

Source!March 19, 2012 bypr. Jon Warner in Stress /

Pressure Controlblog.readytomanage.com/stretiagram/
Source !Yerkes & Dodson, 1908 9 Y 9 9
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OPENING THEBLACK Box : A MODEL OFCEORESLIENCE DIFFUSION IN TIMES OF
ORGANIZATIONAL CRISIS

On the other hand, trust has been defined in the literaturea asate involving
confidentpositive expectations about anotherOs motives with respect to oneself in situations
entailing risk§ (Boon & Holmes, 1991) and includes four dimensiomsaimpetenceb
followers believe in leaders abilitieopennessbfollowers feel the information provideoy
leaders is honest and feel their advice will be heacdncern b followers feel their leader
cares about them and understands their feeliregsl reliability D followers know what to

expect from their leade(Mishra,1996).

In their model, Zaccarotal (2001) propose that CEO capacities impact 4 processes
which condition team effectiveness namely (1) team cognitive process (2) team motivational
process (3) team affective process gddl team coordination procesk the following
propositions | will describe the influence of resilience on those dimensions, which are

ordered according to their importance for crisis handling activities.

For the sake of clarity and parsimony, those different influences are summarizéteis.

Table 18 Summary of Internal Path CEO Resilience Diffusion

CEO . .
RESILIENCE Low Moderate to High | Extremely High
Impact on Team processes
COGNITIVE
1 PROCESS B ++ +/-
Shared mental model Not provided Very Good Good
Info Processing Disorganized Decentralized Centralized
AFFECT
2 PROCESS - t+ T+
Probability of Conflict High Low Very Low
Emotional Contagion High Low Low
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Head Field Head Field
TEAM
3 MOTIVATION - ++ ++ ++ | +/-
Task Commitment - + + + -
Collective Efficacy - + + + +
TEAM
4 COORDINATION - ++ ++

Total 1, 2, 3 & 4! Team effectiveness

TEAM
EFFECTIVENESS POOR GOOD AVERAGE
POST CRISIS
PERFORMANCE B T+ +

3.2.1 CEO Resilience and Team cognitive process

Crises represent extreme events, which cause a demgigruption of the TMT
regular perception of its context; TMT members experience a total collapse of their
conventional way of understanding their environments (Meyer, 1982; Weick, 1988; Weick,
1993) also called breakdowns (Patriotta, 2003). The fe@finghaos that TMT members
experience (Weick, Sutcliffe, & Obstfeld, 2005), which is uncomfortable and paralyzing,
triggers a willingness to restore their comprehension of the situation, a prerequisite for them
to later be able to act upon it effectively. such situations, leaders play a key role, helping
team members restore meaning of their context by engaging into sense making and sense
giving activities on behalf of the tears sense makerthey engage into placingt@&®s into
frameworks, comprehendj, redressing surprise, constructing meaning, interacting in the
pursuit of mutual understanding, and patterninf@éick, 1995), and asense giverthey
engage into incorporating and arranging the diverse elements to build a compelling and
credible storyaccounting for the situation\(eick, 1995). Defined as théthe ability of the

CEO to hold well under pressure and enjoy sustained competence undet, SBESS
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resilience influences their capacity to establish shared model in times of crisis and the

information processing scheme they will adopt:

Low resilient CEOs confronted with crises dysfunctigerceiving crises as a
significant threat narrows their span of attention as well as their answer repertoire
(Fredrickson; 1998, 2001). Not coping at all wsthess, they suffer from a complete collapse
of their sense making abilities and are thus fully unable to honor their duties internally and to
lead their followers in a quest for meaning. Unable to cope with their own level of stress, they
appear unableotact as buffer for their entourage and add confusion to the confusion by not
being present when their followers most need them and their insights (see the case of
Masatake Shimisu previously mentioned). By not being able to make sense of the situation
themselves, they cannot give sense to their TMT followers and will not favor the emergence
of a shared model, which is necessary for the team to adapt and respond to the new contextual

contingencies (Zaccaro et al, 2001).

This lack of CEO leadership and sopipaffect also the team information processing
capacities negatively. Indeed, CEOs also structure their TMT and define the degree of latitude
offered to the different team members (information search, areas of responsibility, definition
of solutionsand alternatives). Basically, CEOs act upon the degree of centralization of
information processing within the TMT and crises (which trigger stress, threat and temporal
urgency) have been proposed to favor rigidity (Staw et al, 1981) and documented to promote
centralization of information processing (Isenberg, 1981; Gladstein & Reilly, 1985; Argote,
Turner, & Fichman, 1989). In case of low personal resilience, CEO absence or erratic
response to crises lead them to give in and increase confusion within the Tédé&toré, low
CEO resilience causedisorganization in the information processing sta@g. (1) not

fostering any shared mental model in times of crisis and (2) causing disorganization in
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information processing, low resilient CEOs are likely to inducer ppMT cognitive

effectiveness.

Conversely, moderately resilient CEOs are affected by the crisis, which raises their
awareness level, but, to the difference of low resilient leaders, they benefit from sufficient
resilience resources to channel stress pedjtifor themselves and engage productively into
sense making. They are thus fully capable of meeting their followersO expectations by
engaging into sense giving but in a very collaborative way. Acknowledging the danger of the
crisis, they are likely to prade and seek the support of their followers and reach very good
level of team model sharedness. Moreover, their acute feeling of some of their vulnerabilities
and some fokey environment cues, lead them to resist the temptation to favor centralized
information processing and they prefer opting for relatively decentralized information
processing structure. Doing so enable them to induce better information sharing (Larson,
FosterFishman, and Franz, 1998), generate more problem solutions (Kahai, Sosik, and
Avolio, 1997) and avoid a too drastic restriction of their field of vision (Fredrickson; 1998,
2001). By (1) fostering and enabling the emergence of a shared mental model in times of
crisis and (2) allowing decentralization in information processing, mtedgta high resilient

CEOS are likely to induce good TMT cognitive effectiveness.

Similarly, extremely resilient CEOS are only marginally affected by a crisis as they
enjoy very high stress absorptive capacities. They do not give in and focalize ttieratié
their followers, within the TMT and beyond. As such, they buffer stress effectively and take a
very active role in the crisis damage and containment stage. Following their lead in crisis
situations is reassuring for the TMT as the CEO appearsh(diamole) and is (responsive
role) clearly in charge. Extremely resilient CEOs engage very easily into sense making and
display great poise and talent in delivering this sense to their followers. However, given their

high level of resources, they are hiisg and capable of playing the preeminent role in times
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of crises. They will thus be likely to let their followers play the second fiddles, which will
bear consequences on (1) the sharedness of mental model, which for being clearly embraced
by their follovers might be slightly weaker than the one induced by moderate to high resilient
CEOSDIf the former have faith in their leader ability to ship the boat, the latter beliese

can all make tand (2) the information processing scheme, which is likelge centralized

around the CEO figure.

The stronger desire for uniformity experienced by team members in times of stress and
crises (Kerr & Tindale, 2004) will be catered for, and the decision making process will suffer
from a rarefaction of alternativeptions voiced by TMT members (Levi, 2011). This could
lead to groupthink (Janis, 1982), which heightened the probability of faulty decisions. One
precision should be introduced here: though easily engaging into sense making, extremely
resilient CEOs exp@nce a small delay in paying attention and noticing the cues announcing
a crisis (Weick, Sutcliffe, & Obstfeld, 2005) and might thus engage into sense making slightly

later tharmoderate to high resilient CEOs

As illustration, Tony Hayward, in the immiate aftermath of Deepwater Horizon oil
spill failed to seize the severity of the crisis and delayed action during the initial weeks of the
oil spills (Valvi & Fragkos, 2013)Taken together, these elements suggest that extreme CEO
resilience might decreasthe positive influence of CEO resilience over team cognitive

effectiveness.
All'in all, the previous arguments suggest that:

Proposition 5: The relationship between CEO resilience and TMT Cognitive
effectiveness is curvilinear (inverted$haped), with igher TMT Cognitive effectiveness at

moderateto high CEO resilience than at low or extremely high CEO resilience.
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3.2.2 CEO Resilience and Team affect process

Affect process are also disrupted in times of crises. Zaccaro et al (2001) draws on the
difference bawveen affective and cognitive conflict and assert that, on the one hand, cognitive
conflict is beneficial to limit groupthink and generate alternatives increasing decision making
quality, but, on the other hand, affective conflict, including personal is@and emotional
dissonance, impairs effective decision making effectiveness and team morale (Katz, 1977,
Amasoné& Schweiger, 199) In a recent study, Hon & Chan (2013) empirically demonstrated
that "team relationship conflict is positively associatedhwiindrancerelated stress, which
in turn, is negatively associated with job performance and satisfdctiareover, in times
of crisis, emotion level is high and the negative emotions can quickly spiral out of control
through the process of emotion cagion. CEQ@ havethe possibility to limit those negative
effects but their effectiveness () reducing conflict possibilities and (2) attenuate emotional

contagion stems from their resilience. More specifically:

Moderate to extremely resilient CEOs hdle resources to meet their duty internally,
which bears positive consequences on their team clifhbgy, are present and demonstrate
their capacity to be in charge. Appearing at the helm, dependable, competent and reliable,
they benefit from the trust aheir followers (Mishra, 1996). Given their cognitive capacities
(sense making and sense giving), they reassign responsibilities, and give their followers a
clear framework to operate. As such, given that the rule of the new game are clear and that the
CEO alleviates part of the stress experienced by the TMT, affective conflict is unlikely.
Resilient CEQ facing crisedisplay most of the competences attributedtéxic handler$
(Frost & Robinson1999; Koninckx &Taeau, 2010): fiey propose solutions,eacapable of
listening empathetically (slightly less for extreme resilient profiles) and are very competent in
reframing and communicating difficult informatiokloreover, by providing clear guidance,

resilient CEOs have also a positive impact on emotiomadagion (Strauss, 1944; Sugiman &
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Misumi, 1988) as they facilitate healthy emotional climate through the enforcement of

explicit norms (Zander, 1971).

In contrast, low resilient CEOs abandon their team in times of stress with no clear
guidance, reassigment of role or of respasibility. By leaving their positionacant, and rto
providing anyclear meaning pattern for the TMT to rely on (deficient sense making and sense
giving capacities), they cause serious distress, which heightened the probalaffigctve
conflict. In the most stringent case, they will be away and TMT members will need to get
reorganized internally, while facing ambiguity, complexity and time presdums. extra
strain is likely to cause some power struggle at the top and emaienlikely to run wild
within the crisis handling team. In surgw resilient CEOs do not perform arnyoxic
handling' activities (Frost & Robinson, 1999; Koninckx &Tmeau, 2010put magnify the
toxicity of the situation through their own collapse andiseasignificant distressraken

together, these elements suggest that:

Proposition 6:CEO resilience positively impacts TMT affect effectiveness.

3.2.3 CEO Resilience and Team Motivation process
Zaccaro et al (2001) caarid that CEO leadership affeeatm maivation through two
venues (1) collective efficacy and (2) team task commitment. Collective efficacy
characterizes the extent to which team members believe they can collectively make it
(Bandura, 1986; Zaccaro, Blair, Peterson, & Zazanis, 1995). Beingvpaaiid confident into

oneOs ability is of crucial importanceitaacts as a fulfilling prophgc believing one can
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