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Abstract of the Dissertation

The Role of Transactive Memory Systems of Board Groups
Engaged in CEO Succession Planning

The purpose of this qualitative, basic interpretive study (Merriam, 2009) was to
improve understanding of the role of transactive memory systems (TMS) in board groups
as a way of leveraging their knowledge in the context of the chief executive officer
(CEO) succession planning process. Sixteen participants were recruited who had served
on a board of a $500 million-plus public company and had been involved in a CEO
succession planning process within 5 years of the study. Within the participant group, a
subset of six had all worked together, over the same time period, on the same CEO
succession planning process from beginning to end. Data were collected through semi-
structured interviews and participant follow-up.

The study findings confirmed a relationship between structures and processes of
TMS and CEO succession planning in the context of board groups. The data supported
the presence of some but not all of the characteristics of TMS presented in Ren and
Argote’s (2011) metaanalysis and categorization of antecedents, components, and
consequences of TMS. Specifically, TMS antecedents present in board groups included
team-level inputs of task interdependence, goal interdependence, team familiarity, shared
experiences, and communication. Specific dimensions of TMS components present
within board groups included team knowledge stock and knowledge of who knows what.
Three TMS behavioral indicators were present: knowledge specialization, task

credibility, and task coordination to support knowledge sharing and updating. Finally,

Vi



key dimensions of TMS consequences included team performance behaviors of team
learning, creativity, and reflexivity.

Five conclusions were drawn from the study. (1) The TMS dimension of reliance
on others’ specialization serves to meet the challenges of bounded rationality in board
groups. (2) High familiarity can enhance trust, but if overemphasized negatively affects
the reliability of specialized expertise. (3) Personal respect and trust in the expertise of
others affects receptivity to defer to others’ specialized expertise. (4) A director’s
publicly known resume is the primary determinant of specialization. (5) Board structures
(the knowledge stock of the group) and processes (transactive processes of encoding,
storing, and accessing knowledge) facilitate the continual refinement of member-

expertise associations and conscious development of knowledge sharing.
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CHAPTER 1:

INTRODUCTION

Overview

Public boards of directors today find themselves in the most challenging
governance environment in United States (U.S.) history (Dalton & Dalton, 2007).
Increased scrutiny from institutional investors, analysts, shareholders, and the media
(Dalton & Dalton, 2007) has put a board’s ability to engage in planning and decision-
making under a spotlight; to engender confidence, a board must demonstrate an ability to
develop its own composition with directors possessing diverse knowledge and the ability
to access shared knowledge for effective planning processes (Bonner & Baumann, 2012).

Board members who engage in substantive dialogue—sharing unique knowledge
gained from past experience and their perspectives and providing subject-matter
expertise—produce higher-quality outputs than boards that do not (Forbes & Milliken,
1999). Pettigrew (1992) posited that researching the behavior of boards as groups is
important to supplement our understanding of what boards do as input and how their
planning and decision making produce effective output. However, the availability of
knowledge in a group does not necessarily result in its use (Forbes & Milliken, 1999),
making research about knowledge transfer within a group necessary to ensure effective
planning, coordination, and response (Moreland, Argote, & Krishnan, 1996). It is in that

way that boards can truly meet their overall fiduciary obligation.

! The terms knowledge, expertise, and specialization are used interchangeably in the literature and
in this dissertation.



The sharing of knowledge and communication processes of boards has long been
considered instrumental to board effectiveness (Huse, 2007). On an average board,
directors meet 176 hours per year (Light & Pushor, 2002), which is roughly equivalent to
22 days per year. This represents a very limited amount of time together to accomplish
the highest level of planning and decision making required to meet their responsibility to
shareholders. Individual board members’ time and knowledge are bounded (Simon, 1997;
Sebora & Kesner, 1996; Bazerman & Moore, 2009), and if they do not leverage the
shared and unique forms of knowledge of the entire board, they can fail to bring critical
information to bear in planning and decision making. Research on group decision-making
suggests that failure to leverage shared knowledge can result in suboptimal planning and
decision results (Bonner & Baumann, 2012; Austin, 2003), decision errors (Sebora &
Kesner, 1996), and decreased organization performance, leading to the erosion of
shareholder confidence, including stock value (Payne, Benson, & Finegold, 2009).

To examine the ability of boards to leverage shared knowledge, this study isolated
one board planning event: chief executive officer (CEO) succession planning. The study
concentrated on the role of transactive memory systems (TMS) in board groups as they
engage in one of their most critical fiduciary responsibilities: planning for succession of
the CEO. According to Hollingshead (2001), “Transactive memory is defined as the
shared division of cognitive labor with respect to the encoding, storage, retrieval, and
communication of information from different domains that often develops in close

relationships” (p. 1080).



Statement of the Problem

There has been little research pertaining to how boards develop a functional pool
of knowledge (Bonner & Baumann, 2012), transfer that knowledge to group members,
and retrieve knowledge (Hollingshead, 1998a, 1998b; Wegner, 1987). Board directors are
considered elite executives operating together in highly confidential and discreet ways
and, as such, board planning and decision making processes are rarely visible for
observation to outsiders (Odendahl & Shaw, 2002; Hertz & Imber, 1995). My
assumptions going into the study were that elite executives were bounded by time, spent
the majority of their time thinking strategically rather than tactically, and would be highly
confidential and potentially guarded about sharing information that could compromise
their ethics. Therefore, the search for a mechanism through which to study board process
led to a focus on board initiatives that were generalizable to boards operating under
public company best practices. Instead of directly observing boards as they grappled
inside the boardroom with a particular initiative, this study interviewed directors about
their participation in a confidential board initiative, with careful consideration about ways
to address my assumptions. The research on CEO succession over the past four decades
(Kesner & Sebora, 1994; Lorsch & Khurana, 1999; Lorsch & Zelleke, 2005; Miles &
Bennett, 2009) has stressed the importance of a board’s attention to greater openness and
transparency in developing succession plans (Giambastista, Rowe, & Riaz, 2005). As
such, this complex and contemporary process held promise for allowing a study of board
interaction as boards developed actionable CEO succession plans (Lorsch & Khurana,
1999) to meet regulatory requirements and fulfill their fiduciary responsibilities to their

shareholders. Though the characteristics of CEO succession may be similar, there is no



one method or template for CEO succession planning. Adding to the complexity is the
fact that the plan could be triggered at any point during the process—requiring yet
another level of director interdependency for knowledge sharing and decision making as
directors execute the plan in response to a crisis in the business or to the actual loss of the
CEO. Although some work has proposed the importance of board director cognition as a
crucial factor in board response to CEO succession (Haleblian & Rajagopalan, 2006), the
theory and research on TMS in particular offer an approach to examine how boards
develop, transfer, and retrieve needed knowledge. The purpose of this study, then, was to

understand the role of TMS in board groups as they engage in CEO succession planning.

Rationale for the Study of Transactive Memory Systems in the Context of CEO

Succession

This study examined TMS within the bounded context of CEO succession
planning. The literature supports the finding that CEO succession planning is critical to
the operation of public corporations (Helmich & Erzen, 1975; Kesner & Sebora, 1994;
Lorsch & Khurana, 1999; Lorsch & Zelleke, 2005; Miles & Bennett, 2009) and that
without actionable succession plans, corporations risk diminished shareholder confidence
(Citrin & Ogden, 2010; Lorsch & Khurana, 1999).

Actionable CEO succession plans include a clear outline of steps that will be
taken should a planned or unplanned replacement of the CEO be necessary (Lorsch &
Khurana, 1999). The governance landscape over the past decade has dramatically shifted
and contracted, presenting new challenges of contemporary responses to CEO succession
(Lorsch & Khurana, 1999). Contributing to the changing landscape and representing what

became a seminal event in governance was regulatory action that took aim at the



widespread corporate malfeasance and subsequent collapse of such companies as Enron,
Adelphia Communications Corp., Tyco, and others, leading to the enactment of the
Sarbanes-Oxley Act of 2002 (Rezaee, 2007). The demand for greater transparency
reflected mandates specific to succession when the Securities and Exchange Commission

(SEC) issued the following:

One of the board’s key functions is to provide for succession planning so that the
company is not adversely affected due to a vacancy in leadership. Recent events
have underscored the importance of this board function to the governance of the
corporation. We now recognize that CEO succession planning raises a significant
policy issue regarding the governance of the corporation that transcends the day-
to-day business matters of managing the workforce. (Miles & Bennett, 2009, p.
455)

SEC legislation imposed rigorous requirements for governance and for the first
time removed the control of executive succession from the CEO and placed the
accountability for succession under the purview of the board of directors (Citrin &
Ogden, 2010). Following the financial crisis of 2008, the Dodd-Frank Wall Street Reform
and Consumer Protection Act (Dodd-Frank Act), passed in 2010, gave shareholders more
access to characteristics of executive selection and pay (Lander, 2010), causing a board’s
governance practices to be highly visible and thus vulnerable to public scrutiny.

In 2013, corporations also are reeling from one of the most volatile economic eras
since the Great Depression in the 1930s (Khurana, 2002), with many experiencing
significant erosion of management layers and executive talent due to bankruptcies,
mergers and acquisitions, and reorganizations, leading to a dearth of groomed internal
CEO candidates (Carey & Ogden, 2000). These environmental circumstances are
exacerbated by the fact that the average CEO tenure has gone from 7 years in 2000

(Carey & Ogden, 2000) to 5.3 years in 2006 (Holstein, 2006/2007), making succession



strategies and fine-tuned governance high priorities for the board of directors (Zhang &
Rajagopalan, 2010).

Without an actionable CEO succession plan, board members risk making
selection errors due to lack of a ready candidate pool (Sebora & Kesner, 1996),
organizations are at risk due to lost time replacing the CEO, and companies risk
shareholder erosion in confidence (Citrin & Ogden, 2010; Lorsch & Khurana, 1999). Due
to the complex nature of governance-related decisions and the fact that board members
have limited knowledge of the organization, bring a diversity of expertise, and are
specialists who convene with each other under time pressures, it is not conceivable that
any one member would have adequate knowledge to solve every governance-related
issue. Thus, the division of cognitive labor and the ability to encode, store, retrieve, and
communicate information (Hollingshead, 2001, p. 1080) are essential for effective board
functioning. CEO succession planning serves as the vehicle for the exploration of the

division of cognitive labor, and it is timely and critical to organizations.

Purpose of the Study and Research Question

The purpose of this qualitative study, which utilized a basic interpretive design
(Merriam, 2009), was to improve understanding of the role of TMS in board groups
engaged in CEO succession planning. The study was guided by one research question
with two related subquestions:

RQ: What is the role of TMS in board groups, and where it exists, to what extent does
it emerge as the group engages in CEO succession planning?

a. What characteristics of TMS emerge during CEO succession planning?

b. How do structures and processes of TMS develop?



Although it was possible to study other concepts within boards—such as shared
mental models or cognitive diversity—TMS was specifically chosen because of its good
fit with the potential to understand the dynamics in board deliberations and planning
relative to CEO succession. First, the succession task within the board of directors is
discrete and information intensive. Effectively utilizing all members’ knowledge and
expertise is essential in the CEO succession decision. Second, board members are usually
chosen for their diverse backgrounds, so the question of who knows what clearly applies
and can be examined. Assuming that TMS are in play, the processes of encoding, storing,
and retrieving information should be evident, and this study can add to the literature on
both the structure and process of TMS in this specific context.

In addition, this study was designed as a qualitative study in order to capture the
characteristics of the systems that emerge during the succession planning process and the
antecedents that facilitate these TMS. A qualitative approach using semi-structured
interviews was chosen because this method is among the few practical ways to study
board planning processes. Board members are considered “defensive elites” in that they
do not want to have anything documented about what they say or do that could
incriminate them (Wagstaffe & Moyser, 1987). Quantitative studies such as surveys and
qualitative methods such as observation are very difficult to achieve with boards, making
individual semi-structured interviews with board members a more effective methodology

for this study.

Statement of Potential Significance

CEO succession research has had a wide appeal and yet still is highly fragmented,

as it has focused on antecedents to the succession process and the correlation to the firm’s



performance. Research has considered board composition, leader and firm characteristics,
consequences of succession (such as the effect of CEO succession on top management
teams), and market-related consequences of succession as an event (Brockmann,
Hoffman, & Dawley, 2006; Citrin & Ogden, 2010; Giambastista et al., 2005; Khurana,
2002). The characteristics of cognitive simplification and its influence on CEO
succession planning have received some attention (Pissaris, Weinstein, & Stephan, 2010).
Still, CEO succession research does not tell us how board members operate cognitively as
a group to create stores of knowledge over time and access or transfer that knowledge
when they navigate the complexity and ambiguity of CEO succession planning. Perhaps
exacerbated by their limited face-to-face meeting time (Monks & Minow, 1995), boards
face several challenges in this work, including unfamiliarity with members’ knowledge
and expertise (at least, for some time), communication norms that fail to surface uniquely
held information, and status differences that stifle the raising of issues or the voicing of
disagreements. Thus, it may not be surprising that, according to the Corporate Leadership
Council (2004, as cited in Zhang & Rajagopalan, 2010), out of 276 organizations
surveyed, the satisfaction rate with the process of CEO succession planning was only
20%. The fact that the SEC holds boards directly responsible for the effective planning
and execution of CEOQ succession (Charan, 2005) reinforces the importance of leveraging
the knowledge of all members. Essentially all members must be acknowledged as experts
in certain knowledge domains, and mechanisms must be in place to bring that knowledge
stock to bear in planning and decision making (Austin, 2003; Bonner & Baumann, 2012).
Confusion about expertise awareness must be diminished, particularly during group

membership change (Lewis, Belliveau, Herndon, & Keller, 2007; Peltokorpi, 2011). Such



efforts will ensure that boards can draw upon the vast stores of knowledge, expertise, and
skills of the collective to more effectively navigate the complexities of CEO succession
planning, thus mitigating the far-reaching economic impact of nonactionable plans.

Take, for example, the Bank of America, when CEO Ken Lewis announced in
2009 his intention to resign. Because the board had not developed an actionable
succession plan, over the 2% months in which an external search ensued, the company’s
stock fell 10%, despite a 7.6% uptick in the Dow Jones Industrial Average during that
same time (Kassenaar, 2010).

Succession literature stresses the importance of recognizing the unique
requirements of each organization and therefore the attention of the board to greater
openness and transparency in developing succession plans unique to each organization
(Giambastista et al., 2005). Yet little research pertains to the method by which board
members utilize the knowledge and expertise of each board member to address
governance challenges and adapt to the pressures of contemporary times (Lorsch &
Khurana, 1999). Most important, there is little empirical work that advances our
understanding of how TMS influence knowledge workers such as boards, specifically in
creating new knowledge through the group’s integration of knowledge.

This study was designed to contribute primarily to the literature on TMS. While
there has been meaningful research in the area of how transactive memory emerges with
knowledge workers (He et al., 2007; Lewis, 2004), there are no known studies on how
transactive memory operates within elite groups such as boards of directors. This study is
significant because of its provision of data on key dimensions that promote and facilitate

the emergence of TMS, such as the composition and characteristics of the board group;



on how knowledge and expertise are recognized and in what ways that expertise is
accessed and utilized within a board group; and on group outcomes that result when TMS
are operational, such as learning and new knowledge generation (Ren & Argote, 2011).
The data also contribute to the governance literature in recognizing the components of
TMS that support decision-making processes, particularly when directors possess diverse
knowledge, and how directors access and utilize that information to effectively leverage

the time and resources of the board.

Conceptual Framework

The conceptual framework for this study, provided in Figure 1.1, illustrates the
relationship between TMS and the process of CEO succession planning in the context of
board groups. It is important to note that throughout the literature, boards are most
often referred to as board groups (Forbes & Milliken, 1999). The terms group and team
are used interchangeably in relation to TMS. For the purposes of this study, I reference
both boards and TMS as groups using Bettenhausen’s (1991) definition of groups as
“intact social systems that perform one or more tasks within an organizational context”

(p. 346).
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Board Groups

Transactive

CEO
Memory :> Succession

Systems

| Antecedents | | Consequences |

Components

RQ: What is the role of
transactive memory
systems in board groups as
they engage in CEO
succession planning?

Figure 1.1. Conceptual framework.

Transactive Memory Systems

There is a reciprocal relationship between actionable CEO succession planning
and the cognitive capacity of a board of directors (Pissaris et al., 2010). Literature
suggests that based on the concept of bounded rationality (Simon, 1997), facilitating
expertise recognition through division of cognitive labor leads to better group outcomes

(Ren & Argote, 2011), which in the case of boards engaged in CEO succession could

contribute to higher quality plans.

As discussed in a review article by Ren and Argote (2011), TMS are specific to

groups and narrow in application. They focus on content coverage (the structure) and the
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encoding, storing, and retrieval of that content (the process). Various antecedents related
to group composition, group-level inputs, and organizational or contextual inputs play a
role in the development of TMS. When used, these systems can lead to better group
learning (Lewis, Lange, & Gillis, 2005), creativity (Akgun, Byrne, Keskin, Lynn, &
Imamoglu, 2005; Gino, Argote, Miron-Spektor, & Todorova, 2010), and reflexivity;
stronger group effectiveness and efficiency; and group satisfaction. Such outcomes can
be moderated by environmental factors, such as task type, or relationship conflict (Ren &
Argote, 2011). Figure 1.2 provides a classic input—process—output (IPO) model
interpreted by Ren and Argote and presented as a framework for their article (2011, pp.

196). Chapter 2 discusses these elements in more detail.

Team knowledge stock

Team composition inputs
Member demographics
Member technical competence
Team member assertiveness

* Depth of knowledge
* Breadth of knowledge

knowledge of who knows what

Team performance behaviors
Team learning
Team creativity
Team reflectivity

* Complexity — Team performance outcomes
e Accuracy - Effectiveness
Team-level inputs b ST e Effieiencey
s F o Consensus / Sharedness Efficiency

Task interdependence
Goal or reward interdependence

Group training
TI'eam familiarity
Shared experiences

TMS behavioral indicators Member affective outcome
* Knowledge specialization - Team satisfaction
o Task credibility

Communication
Technology/Virtuality
Imposed knowledge structure

* Task coordination

Moderators of TMS and outcomes
Organizational/contextual inputs - Group size
Acute stress - Task type/complexity
Geographic distributions Task/membership change
FTF versus CMC
Environmental turbulence
Relationship conflict

TMS Components TMS Consequences

TMS Antecedents
Figure 1.2. An integrative framework of factors investigated as transactive memory systems’
antecedents and consequences. Reprinted with permission from “Transactive Memory Systems
1985-2010: An Integrative Framework of Key Dimensions, Antecedents, and Consequences,” by
Y. Ren and L. Argote, 2011, Academy of Management Annals, 5, p. 196.
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Summary of Methodology

This analysis of the role of TMS in board groups as they engage in CEO
succession planning was conducted using Merriam’s (2009) basic interpretive design
rooted in constructionism. The participants for this study were former directors of public
boards in public companies exceeding $500 million in sales. Sixteen directors were
chosen for the study based on industry sources (such as the National Association of
Corporate Directors) that confirmed that CEO succession planning took place during the
tenure of the board director. The actual CEO succession event (that is, the selection and
placement of a new CEO during the board director’s tenure) was not a criterion for a
director’s selection for this study. The former board members chosen as participants in
the study could include the chairman and CEO. Demographically, the participants
included men and women from various industries who achieved a range of organizational
hierarchical levels within those organizations. The directors were geographically
dispersed throughout the United States.

Data collection consisted of one semi-structured interview per director, which
took place in person, by telephone, or via video conferencing. An interview guide (see
Appendix D) was used to guide the conversation while allowing for suitable dialogue,
follow-up, and probing questions. Participants were asked about board members’
knowledge of others’ expertise, use of such knowledge in discussion and decision
making, trust in others’ views, and similar issues. In this way, a single informant from a
board could provide information on that group’s TMS. The interviews took place during
an 8-week period in fall 2012 and winter 2013. The author was the sole researcher. Each

interview was recorded and transcribed. Subjects were presented with a 1- to 2-page
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summary of emergent findings and were invited to respond to that summary and provide
additional feedback upon their reflection.

The method of data analysis consisted of developing a coding mechanism, which
included a codebook and process to convert raw data into conceptual categories and then
into themes (Creswell, 2007; Merriam, 2009). Three types of coding were employed:
open coding, axial coding, and theoretical/selective coding. The data were inventoried by
theme, and then meaning was extracted and distilled to draw conclusions about
relationships, which led to the final interpretations and conclusions.

Because this study employed a basic interpretive design in which the researcher is
essentially an instrument of data collection and therefore subject to bias, | was vigilant
about limiting my own voice beyond the questions and follow-up and was cognizant of
not sharing my experiences or biases during the interviews. While it is difficult to
eliminate researcher influence completely (Creswell, 2007), my goal was to minimize
this threat, and 1 did so by considering my own assumptions, beliefs, values, and bias
throughout the process.

In other efforts to ensure trustworthiness (Maxwell, 2005) and validity, member
checking (Creswell, 2007) was employed: transcripts were presented to each respondent
to ensure that the information was gathered accurately. An audit trail was established,
capturing all data points for ease of referencing and valid data recall. Inter-rater reliability
was employed, utilizing a fellow doctoral candidate and research student in addition to
the researcher. Each transcript was coded and reviewed by multiple coders to ensure

consistency in translating transcripts to codes. Finally, peer review was employed,
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involving a fellow doctoral candidate who was authoring a similar qualitative study,

which ensured alignment of the findings and the interpretations of the data.

Limitations

The confidential and discreet nature of boards as they engage in CEO succession
planning precludes direct observation (Odendahl & Shaw, 2002; Hertz & Imber, 1995),
particularly over the prolonged periods of time necessary to fully observe characteristics
of TMS. Because direct observation was not an option, data collection for this study was
dependent upon retrospective interviews and postinterview follow-up. A potential
limitation of the study stems from the retrospective nature of these interviews, where
nuances of specific conversations and events may have been forgotten over time. While
study participation was limited to directors who had been involved in CEO succession
planning within the past 5 years to aid in recall, future research might be structured as a
bounded longitudinal study to include interviews of directors involved in a current board
process taking place in real time over a specified period. In addition, many board
planning and decision-making sessions were not documented or recorded, and access to
documents and artifacts was restricted. Therefore, another limitation of this study could

be the study’s dependence upon interviews as the primary source of information.

Definition of Key Terms

Board of directors. A body of elected or appointed officials overseeing the organization

on behalf of its stakeholders (McNamara, n.d.).
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Board groups. According to Forbes and Milliken (1999), “boards of directors can be
characterized as large, elite, and episodic decision-making groups that face
complex tasks pertaining to strategic-issue processing” (p. 492).

CEO. The executive with full legal accountability for the performance of an organization
(Vancil, 1987).

CEO succession. An outline of strategy and tactical elements that a board will take in the
event of either a planned or unplanned change triggering the replacement of a
CEO (Lorsch & Khurana, 1999).

Elite executives. Select executives who hold positions of authority such as CEOs, board
directors (Pettigrew, 1992), and those “who define and promote the shared needs
of large corporations . . . and give coherence and direction to the politics of
business” (Unseem, 1984, p. 3).

Familiarity. Overall familiarity is based on the amount of time spent with one another
and the depth of shared experiences (Ren & Argote, 2011).

Sarbanes-Oxley Act. A corporate accountability act instituted federally to protect
investors through strict financial reporting requirements (Rezaee, 2007).
Securities and Exchange Commission (SEC). A U.S. governmental agency that protects
investors by overseeing financial activities, preventing fraud and deception, and

promoting efficient markets and capital formation.

Transactive memory. “Label and location information about what other members know"
(Ren & Argote, 2011, p. 192). Ren and Argote (2011) considered transactive
memory one of two components of an individual’s memory, with the other

component being “individual memory of information the individual possesses.”
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Transactive memory “is also referred to as metaknowledge, which helps
individuals to retrieve information from external sources” (Ren & Argote, 2011,
p. 192). Hollingshead (2001) noted that “transactive memory . . . often develops
in close relationships™ (p. 1080).

Transactive memory systems (TMS). Systems with “two components: a structural
component, which shows how transactive memory links individual memories to a
collective knowledge network; and three transactive processes that can occur
during the encoding, storing, and retrieval of information in the group memory”
(Ren & Argote, 2011, p. 192). Ren and Argote (2011) clarified that “although
transactive memory or metaknowledge provides hints about ‘who knows what,” a
TMS goes beyond the simple presence of the knowledge and requires dyads or

groups to also engage in transactive processes” (p. 192).
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CHAPTER 2:

REVIEW OF THE LITERATURE

This chapter reviews the key literature related to this study. It begins with a
discussion of groups and decision making, setting the stage for the need for transactive
memory systems (TMS) in groups. The second section reviews the literature on TMS,
including its definition and history, antecedents, components, and consequences. The
chapter then addresses literature related to the context of the study. Boards of directors
are discussed, including their role and composition, followed by a discussion of their
specific activity of developing succession plans for the chief executive officer (CEO).

Scholarly books and journals were accessed through databases including
ProQuest, Business Source Premier, ABI/INFORM Global, Business Source Complete,
and Google Scholar. Key search words and phrases included transactive memory
systems, group dynamics, decision making, collective cognition, board of directors, CEO

succession planning, and executive succession.

Groups and Decision Making

According to Hackman (2011), teams are defined “by both scholars and
practitioners to refer to a wide variety of different social forms for accomplishing
collective work” (p. 34). Within companies, groups are social systems (Huse, 2007) that
perform tasks within the context of the organization in which they are embedded
(Bettenhausen, 1991), which reflects Kozlowski and Bell’s (2003) definition of

organizational groups as collectives that exist to meet multiple goals through social
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interaction, operating within a system of task interdependencies and within specified
boundaries.

Bounded rationality (Simon, 1997) is a theory of cognitive and processing
limitations that affect decision-making. The premise of this concept is that it is difficult
for one person to have all knowledge and cognitive ability to fully and objectively
analyze complex internal and external issues simultaneously without multiple
perspectives and a division of cognitive labor (Bazerman & Moore, 2009; Cutting &
Kouzmin, 2002).

Decision making requires complex activity such as gathering internal and external
data points, memory activation, processing, analyzing, making judgments, and
communicating. The theory of bounded rationality asserts that individuals are rational
agents limited by the time, energy, and resources needed to gather, input, and make all
decisions independently. At a certain point, any one individual will become overloaded
(Bainbridge, 2002). As such, that individual may opt for the decision that is simply
acceptable based on the fact that it is reasonable—essentially, to “satisfice,” which,
according to Bazerman and Moore (2009), is finding “a satisfactory solution that will
suffice because it achieves an acceptable level of performance” (p. 5). Closely related is
heuristics—using rules of thumb in decision making—which, according to Simon (1997)
may cause individuals to bypass critical steps in the decision-making process. Hall (2007)
referred to heuristics as “standard rules that implicitly direct our judgment” (p. 97). Like
Simon, Hall warned that when decisions are particularly complex or a leader is under

pressure, a default to heuristics can be detrimental. Bainbridge (2002) further explained:

Group decision making may be an adaptive response to bounded rationality,
creating a system for aggregating the inputs of multiple individuals with differing
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knowledge, interests, and skills. In the corporate context, the board of directors

thus may have emerged as an institutional governance mechanism to constrain the

deleterious effects of bounded rationality on the organization decision making

process. (p. 21)

Comprehensive literature reviews find that the quality of group decision making
is often preferable over that of individuals (Blinder & Morgan, 2000; Hill, 1982; Hiltz,
Johnson, & Turoff, 1986), especially on knowledge-intensive tasks. Because the
requirements of complex decision making exceed the capacity of any one individual,
decision making that accesses and leverages the collective knowledge of all group
members can therefore be more effective (Forbes & Milliken, 1999).

Groups have access to a broader range of information and knowledge than
individuals (van Ginkel & van Knippenberg, 2008). Such access, however, does not
imply that they have the ability to create a knowledge pool (Stasser, 1991) or to
understand the specific relevance of unique information compared with that known to all
group members. Failure to meet those two objectives results in lower-quality planning,
decisions, and overall output. This occurs when group members mistake their objective as
arriving at consensus, instead of weighing all distributed knowledge from which to draw
the right conclusion (van Ginkel & van Knippenberg, 2008). The integration of diverse
thought and perspectives has led to research on shared knowledge in groups and the

benefits of creating mechanisms to leverage the collective knowledge, skill, and

experience of each member. Such research led to the conceptualization of TMS.

Transactive Memory Systems
Overview
TMS were originally conceptualized to address the phenomenon of cognitive

interdependence through memory and the information processing of intimate couples
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(Wegner, 1987; Wegner, Giuliano, & Hertel, 1985). Since that conceptualization, TMS
research has expanded to explain knowledge specialization in groups, processes of
collecting, storing, and communicating that knowledge among members, and the group
performance outcomes that result. Although TMS evolve over time through individual
effort, a TMS is not something that resides in any one individual of the group—it is,
rather, “the property of the group” (Wegner, 1987, p. 191). Therefore, various definitions
of TMS include the concept of cognitive labor being distributed among different
members of a group (Austin, 2003; Hollingshead, 2001; Lewis & Herndon, 2011;
Moreland, 1999). Based on the contribution of Wegner (1987) and Wegner et al. (1985),
Ren and Argote (2011) defined TMS as having “two components: a structural
component, which shows how transactive memory links individual memories to a
collective knowledge network; and three transactive processes that can occur during the
encoding, storing, and retrieval of information in the group memory” (p. 192). In contrast
to transactive memory or metaknowledge, which “provides hints about ‘who knows
what,” a TMS goes beyond the simple presence of the knowledge and requires dyads or
groups to also engage in transactive processes” (Ren & Argote, 2011, p. 192).

The distinction between TMS and other shared mental models is important.
Specifically, while shared mental models imply that team members may share an
understanding of the team’s cognitive and task representations (Klimoski & Mohammed,
1994), knowledge structures (He, Butler, & King, 2007), and beliefs and preferences,
TMS focuses on differentiated knowledge (who knows what) and on processes of
learning, storing, and communicating that are then leveraged by a division of cognitive

labor within the group (Ren & Argote, 2011). Additionally, while TMS is characterized
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by shared knowledge, it also concerns itself with unshared or uniquely held knowledge,
which is not studied in other mental models.

Based on the integrative framework of TMS by Ren and Argote (2011), this
section reviews antecedents, components, and consequences of TMS that may influence
board groups as they engage in planning and decision making. Although the term teams
is often used when discussing TMS in the literature, here TMS is applied to a group,
namely, boards of directors. The distinction between the terms is recognized, however,
since teams tend to meet more frequently and under different circumstances than groups.
In an attempt to address this issue, tasks and TMS are also discussed in this section and

related to the work of the group that is the focus on this study.

Antecedents of TMS

Antecedents contributing to the development of TMS operate at three levels to
include (1) team composition, (2) team-level inputs, and (3) organizational inputs (Ren &
Argote, 2011). Embedded within these antecedents are attributes that include member
demographics, team familiarity, and communication.

Member demographics. An antecedent critical to developed TMS is the concept
of attribution of expertise. Wegner (1995) correlated attribution of expertise to
demographic features such as ethnicity and age, in addition to member expertise
associated with roles and assignments. Both Wegner (1995) and Hollingshead and
Fraidin (2003) posited that gender is another important factor in the attribution of
expertise within groups. Further, Hollingshead and Fraidin studied the role of stereotypes
in TMS and found that both men and women attributed expertise to one another and had

similar assumptions about expertise held by each gender based on stereotypes. In addition
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to this, Bunderson (2003) considered status cues, which also include gender and
ethnicity, and added organizational experience and certifications to factors that add to
attribution of expertise in groups.

Team familiarity. Aiding in the emergence of TMS is team familiarity—that is,
the past relationships, interactions, and experiences members may have had with one
another. These contribute to expertise attribution, the identification of expertise location
within groups, and the overall development of TMS (He et al., 2007). Lewis (2004)
examined familiarity as an antecedent to TMS moderated by initial distribution of

expertise. Ren and Argote (2011) explained:

Team familiarity affects the dimensions of TMS differently. Knowledge about
other members from prior experiences is likely to increase general awareness of
expertise distribution among members (the structural or content component of
TMS), which may or may not affect TMS processes such as knowledge
specialization, task credibility, or coordination. (p. 200)

An important moderator of TMS performance relationships is membership
change. While change in group membership is not uncommon, it carries both positive and
negative implications. For example, the presence of new members in a group introduces
new knowledge, thereby increasing the knowledge stock of the group. Conversely,
domain experts departing the group present a liability, particularly if knowledge expertise
is not replicated by the infusion of new membership (Lewis et al., 2007). The longevity
of the stable group allows for streamlined coordination based on shared understanding
within the group; therefore, instability in membership can change that equilibrium
(Moreland, 1999).

Communication. An important underpinning of successful transactive processes

is communication. Improving ways knowledge is identified through common labels
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within a group and recognizing the individual location of specific knowledge are both
important to the effective operation of TMS (Wegner, 1987). So, too, is improving the
social interactions and actual exchange of information by group members (Yuan et al.,
2010).

For groups to perform optimally, having shared norms for communication
becomes imperative. Consensually established norms lead to effectiveness in both group
interactions and constructive interdependencies within the group (Cushman & Whiting,
1972). A study conducted by Park (2008) focused on the correlation of shared
communication norms in group performance of conceptual tasks and concluded that
group agreement on communication norms minimizes the likelihood of
misunderstandings and conflict caused by the group process.

Yuan et al. (2010) studied expertise development and the strength of network ties
in TMS. They posited that communication ties are critical to the transfer of knowledge,
and these are most effective when group interaction occurs frequently, has intensity, is
two-way, and is based on personal relationships. From communication comes trust,
which in turn perpetuates better relationships and more motivation to share resources
such as knowledge expertise. Critical to boards of directors is the ability for group
members to not only benefit from the diverse background and expertise of each director,
but also to benefit from the tacit knowledge not generally articulated. Similar to Yuan et
al. (2010), Lave and Wenger (1991) contended that this transfer of knowledge is enabled
by close personal experiences and strong communication ties.

Pavitt (2003) warned that while individuals may have pooled their knowledge in a

well-developed TMS, this does not imply that the group can remember more than the
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sum of that knowledge. He further concluded that there is confusion about
communication and the value it adds to group memory performance, contending that
based on his reexamination of studies on the effects of communication and interaction,
“there is no avoiding the conclusion from these examinations that interaction as a rule
hurts group memory relative to individual memory” (p. 627). Hollingshead and Brandon
(2003) respectfully disagreed, suggesting that Pavitt (2003) considered studies that were
episodic in nature and the conditions of the studies did not define specific knowledge
domains and therefore were not operating as developed TMS. They suggested that groups
with well-developed TMS do in fact have stronger memories than those without and that
communication is the basis of this success. They further contended that groups with well-
developed TMS sense through the division of labor who knows what and how to cue the
group through communication to retrieve information. In the case of boards, this may
increase the likelihood that the most influential members of the board group—such as the
board chair or the CEO—will not sway the group based on their own bias, but rather the
board will have the benefit of hearing from all subject-matter experts on any given issue.
Studies have considered the correlation between frequency of communication and
the development of TMS, finding that frequency of communication, particularly in the
planning stages of team operations, has a positive correlation with TMS emergence
(Lewis, 2004). The method of communication made a difference as well. For example,
face-to-face meetings have a greater impact on TMS emergence than electronic forms of

communication (He et al., 2007, Lewis, 2004).
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Components of TMS

The second part of Ren and Argote’s (2011) integrative framework includes
components of TMS, namely knowledge stock—a combined repository of group?
members’ knowledge (Argote & Ingram, 2000)—and a knowledge of who knows what
within the group. This reflects the actual, perceived, and self-reported domain expertise
of members and the mutually recognized way knowledge is organized within the group
(Hollingshead, 2000; Wegner, Erber, & Raymond, 1991).

With experience working together, members of a group come to understand the
specific domains of members’ expertise through two mechanisms. First, members infer
expertise from observations or even stereotypes such as gender (Hollingshead &
Brandon, 2003; Hollingshead & Fraidin, 2003), race, attire, mannerisms, known
leadership roles, etc. Second, as the group matures, members glean more targeted
domain-specific information through inferring circumstantial knowledge by virtue of
deeper group conversations, debate, and expressions of an individual’s past industry
expertise dealing with specific issues (Wegner, 1987). It is in this way that TMS are
developed, on a backbone of group members who become the recognized experts in
domains of knowledge and memory. Once experts are recognized, group members will
defer to them and rely on them to be responsible for learning, remembering, and
communicating information from that domain when it is needed for the group’s task.
Where there is no specific domain expert, the individual who enters the group with
knowledge may be held responsible by default for the encoding, storing, and retrieval

process on behalf of the group (Wegner, 1987).

% The words team and group are used interchangeably in the literature; therefore, | depict them
based on the original reference or specific citation.
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Consequences of TMS

The third part of Ren and Argote’s (2011) integrative framework of group TMS
describes three types of outcomes referred to as consequences (p. 205). These include
(1) team performance behaviors, (2) team performance outcomes, and (3) member
affective outcomes. Learning is embedded within these consequences, as is efficiency
and effectiveness, as members learn, store, and communicate knowledge. Each has
particular relevance to board groups and how they perform together.

Team performance behaviors. Within the framework, performance behaviors
refer to learning, creativity, and reflexivity. TMS has been successfully linked to group
learning and learning transfer (Lewis et al., 2005) and learning and creativity in product
development and speed to market (Akgun et al., 2005; Gino et al., 2010). Closely
associated with learning is the concept of reflexivity, which according to Ren and Argote
(2011) is the team’s ability to “reflect upon the group’s objectives, strategies, and
processes and adapt them to environmental circumstances” (p. 206). Dayan and Basarir
(2010) drew a correlation between team reflexivity and the success of new product
introductions. One explanation for the beneficial effects of a TMS is that it provides team
members with access to more knowledge than any individual could possess alone,
making the whole team greater than the sum of its parts (Wegner, 1987).

Team performance outcomes. Studies have demonstrated that TMS support
team performance outcomes (Ren & Argote, 2011) because they provide groups with
immediate, targeted access to a large body of knowledge that ensures higher-quality
group output (Austin, 2003; Lewis, 2003; Moreland et al., 1996). Over time, scholars

have conducted studies that have connected TMS to positive outcomes, originating with
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the seminal research of Liang, Moreland, and Argote (1995), in which groups were
assigned the task of assembling transistor radios. The group was divided for training
purposes into teams of individuals who were trained individually to assemble the device
and into teams of individuals who were trained together as a team. Liang et al. found that
those who trained together demonstrated greater success in the assembly task and that the
existence of a TMS was the explanation for this relationship.

Other studies have demonstrated that groups experience TMS in a variety of
settings. Task groups experience collective recall (Liang et al., 1995; Hollingshead,
1998a; Lewis, 2003). Knowledge workers in consulting teams (Lewis, 2004) and top
management teams (Rau, 2005) experience enhanced group outcomes to include better
decision quality (Littlepage, Hollingshead, Drake, & Littlepage, 2008). Knowledge
networks impact group learning in product development groups (Akgun et al., 2005).
Effectiveness (work quality) and efficiency (projects completed on time and on budget)
have been studied in software development teams, particularly with regard to team
expertise and the ability of members to identify who knows what within the team (Faraj

& Sproull, 2000).

Tasks and TMS

In their 2011 paper, Lewis and Herndon noted that TMS may not work the same

way for all tasks, and that may explain different results in the literature. They explained:

The tasks that are likely to benefit from a TMS are those for which performance
depends on access to diverse knowledge, access to deep and specialized
knowledge, access to credible and correct knowledge, the recognition of which
members possess what expertise (expertise recognition), a division of the
cognitive labor for the task, the complete application of knowledge to the task,
combining and integrating members’ knowledge, efficient coordination of
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members’ activities, and new learning that occurs during task processing. (Lewis
& Herndon, 2011, p. 1259)

They then delineated tasks by process and structure, as summarized in Table 2.1,

and developed propositions about the cases in which TMS would be most relevant.

Table 2.1
Types of Group or Team Tasks and Their Proposed Relationship to Transactive Memory Systems
Category | Type Description Proposed
TMS effects
Process Produce Generates ideas or images Strong
Choose Answers/resolves a problem or challenge Strong
Execute Performs or executes a task (e.g., by sports team, Strongest
surgical team, combat group)
Structure: | Divisible Can be divided into subtasks Stronger
Demands | Unitary Cannot be meaningfully subdivided Weaker
Structure: | Cooperative | Shares a common goal, requiring member cooperation | Stronger
Goal Conflictual | Involves competing goals Weaker
Structure: | Intellective | Can demonstrate correctness of a solution Stronger
Evaluative | Subjective | Has more than one or no demonstrably correct Weaker
specificity solution

Note: From “Transactive Memory Systems: Current Issues and Future Research Directions,” by
K. Lewis and B. Herndon, 2011, Organization Science, 22, pp. 1258-1260.

The current study addressed two process characteristics of the Lewis and Herndon

(2011) task typology, to include ‘produce’ (generating ideas) and ‘choose’ (resolving a

problem or challenge)—specifically, completing a CEO succession plan and potentially

placing a CEO as a result. The structure demands of the CEO succession plan are

divisible, with subtasks that can be divided among committee members. The structural

goal is cooperative, due to the fact that board members are interdependent and rely upon

collaboration to accomplish their mission. The plan structure can be evaluated both

through intellective and subjective means. It is intellective if the plan is measured by

virtue of its completion and longitudinally based on the actual placement and success of a

new CEO. It is also subjective in that a number of variables factor into its evaluation,
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making it difficult to choose any one to demonstrate a correct solution. Thus, while it
may not appear to be the strongest task fit for a TMS, TMS remains relevant in the
context of CEO succession planning.

Following Ren and Argote’s (2011) historical perspective of TMS research
beginning with the seminal work of Wegner, Giuliano, and Hertel (1985) to contributions
through 2010, the literature has evolved to view the role of TMS knowledge sharing
within collaborative environments (Noroozi, Teasley, Biemans, Weinberger, & Mulder,
2013) and the ways in which TMS can facilitate decision making (Hammedi, van Riel, &
Sasovova, 2012) and task coordination (Marques-Quinteiro, Curral, Passos, & Lewis,
2013). One of the greatest expansions of the literature is from an organization-wide
context, discussing TMS as a microfoundation for how groups work together within an
organization to collect, assign, store, and retrieve information and, based on the combined
assets of the group, how organizations can gain a competitive edge (Argote & Ren,
2012). This concept has been further augmented by studies of network theory that
examine the ties, patterns, and relationships that link group members to one another and
consider the effect of members and the network on information sharing within the
organization (Hollingshead, Gupta, Yoon, & Brandon, 2012). The future of TMS,
particularly as it applies to groups, lies in the focus on group performance and practical
initiatives that are designed to accelerate the development of TMS (Hollingshead et al.,

2012).

Summary

This review of TMS has been largely structured on the framework of Ren and

Argote (2011), as illustrated in Figure 2.1.
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Figure 2.1. An integrative framework of factors investigated as transactive memory systems
antecedents and consequences. Reprinted with permission from “Transactive Memory Systems
1985-2010: An Integrative Framework of Key Dimensions, Antecedents, and Consequences,” by
Y. Ren and L. Argote, 2011, Academy of Management Annals, 5, p. 196.

TMS makes it possible for a group to access the knowledge and expertise of all of
its members so as to achieve a better outcome. That does not mean that TMS is in play in
all groups or teams, for all tasks. Instead, its development and use depend on factors such
as group composition and inputs, the knowledge available and the knowledge of who
knows what, and the task itself. When it is developed, TMS can improve learning,

creativity, reflexivity, effectiveness, efficiency, and satisfaction.

Boards of Directors

The board of directors can be seen as a legal entity operating under agency theory,
which has its roots in economics, property rights, and contracts (Malonis & Cengage,
2006) and addresses separation of managerial control and ownership in order to mitigate
self-interested behavior (Davis & Useem, 2002). The board is accountable to the

shareholders (principals) to ensure compliance of corporate managers (agents), thus
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protecting the interests of the shareholders (Davis & Useem, 2002). The board is
empowered to enhance value by formulating policy, managing the selection and
performance of the CEO (Carey & Ogden, 2000; Lorsch & Khurana, 1999; Malonis &
Cengage, 2006), and overseeing the financial and operating health of the organization.
This elite team reviews and shapes the overall corporate strategy (Ruigrok, Peck, &
Keller, 2006) and approves company strategic and operating initiatives that are then
executed through the CEO and the executive team (Hall, 2007).

Group research suggests it is appropriate to conceptualize and treat boards of
directors as groups (Forbes & Milliken, 1999; Huse, 2007; Vandewaerde, VVoordeckers,
Lambrechts, & Bammens, 2011). In order to meet their fiduciary responsibilities of
service and control, boards as groups exhibit a strong psychological interdependence,
reflecting an exchange of information, evaluation of alternatives, and effective decision
making (Forbes & Milliken, 1999). Following an analysis of Fortune 1000 companies,
Payne et al. (2009) concluded that factors associated with high-performing teams also
apply to boards of directors. Specifically, they drew a connection to the impact of director
knowledge and the ability to process information, which are critical factors in addressing
the complexity of board planning and decision making. Different from the day-to-day
functioning of the top management team, a board’s responsibility is to influence the
overall strategy of the company and be accountable to the shareholders for organization
performance (Forbes & Milliken, 1999). According to Kaufman and Englander (2005),
this governance entity is composed of members who work cooperatively to “add value,
assume unique risks and possess strategic information” (p. 12). Huse (2007) defined an

effective board as a collective that meets task expectations and has the capacity to
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continue working together as a group and, further, posited that the main predictors of
performance are communication and the ability to share information.

While the vital nature of boards is well researched (Beatty & Zajac, 1987;
Helmich, 1975; Kesner & Sebora, 1994; Lorsch & Khurana, 1999; Lorsch & Zelleke,
2005; Miles & Bennett, 2009), there is limited research on the social-psychological
process of how members operate to form relationships and create strategic output as a
collective (Forbes & Milliken, 1999; Huse, 2007; Pettigrew, 1992; Vandewaerde et al.,

2011).

Composition and Size

Board composition is important to the effectiveness of corporate governance,
strategy, and decision-making (Balta, Woods, & Dickson, 2010). Boards are composed of
both inside directors who are executives within the organization and nonexecutive
directors who are independent and external to the organization (Pettigrew, 1992).
According to Finkelstein and Mooney’s (2003) study of companies in the Standard &
Poor’s 500, 75% of directors were outsiders on the average board. For external (also
referred to as independent) members, board membership is secondary to their primary
industry or career roles (Vandewaerde et al., 2011). This elite group meets episodically
and for relatively short periods of time (Monks & Minow, 1995). Lorsch and Maclver
(1989) studied the power relationship between CEOs and independent board members
and concluded that independent board members make the most significant contributions
in responding to external crises, CEO succession based on planned causes (such as
retirement or internal promotion), CEO death, or terminating the employment of the

CEO. Board-initiated succession changes influenced by independent directors were also
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viewed as effective oversight; in cases where there was poor CEO performance, this
signaled potential improvements on the horizon (Kesner & Sebora, 1994).

Because infusion of members contributes to new knowledge, and stability adds to
efficiency, many boards strive to address the challenges inherent in managing board
membership. For example, to create stability, best-practice public companies have tenure
policies, such as term limits and director succession, built into the governance structure.
But tenure cannot always be planned, which impacts membership. Members are recruited
to the board to bring unique knowledge, skills, and abilities to fulfill board functions
important to the survival and growth of the company; when members are no longer
contributing to the strategy or are not capable of performing to an acceptable level,
boards have mechanisms to replace them (Leblanc & Gillies, 2005).

Board size has important effects on how a board functions because size is
associated with its knowledge base, the ability for the board to manage effectively, and
the likelihood of cohesiveness (Forbes & Milliken, 1999; Huse, 2007). Average public
board size has evolved over time. In the 1980s, the average-size board was 16 directors
(Finkelstein & Mooney, 2003). In the 1990s, boards averaged 13 members (Monks &
Minow, 1995), and in the 2000s board size dwindled to between seven and eight
members for smaller companies and between 10 and 12 members for larger companies
(Huse, 2007). Director diversity has played a more relevant role in board composition
since the mid 2000s, including age, gender, ethnicity, and industry and professional
experience, in addition to educational and social position (Huse, 2007); taken together,

these characteristics are intended to provide different yet complementary knowledge and
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expertise for greater diversity in the resolution of problems (Finkelstein & Mooney,
2003).

Director tenure also plays an important part in board functioning because the
longer directors serve with one another, the more firm-specific skills they acquire. In
addition, longevity increases cohesion, which facilitates better use of knowledge and
skills. However, tenure can reduce the dissent or conflict on a board, thereby diminishing
the likelihood of diverse or opposing perspectives (Forbes & Milliken, 1999).

In their study of companies in the Standard & Poor’s 500, Finkelstein and
Mooney (2003) found no significant difference in the number of outsiders or board size
between high- and low-performing companies and contended that improving corporate
governance resides not in the demographics or structure of the board but in the quality of
the board members and their ability to work in a group to accomplish effective
governance.

Further, Balta et al. (2010) tested the correlation of demographic characteristic of
boards with strategic decision-making processes, centering their work on financial
reporting and hierarchical decentralization. They determined that educational level and
functional background had a direct correlation to decision-making, but that educational
specialty did not. One could argue that many other board director characteristics could be
tested to draw more correlations outside of education, specialty, and functional
backgrounds, such as the level of past leadership held by an executive and multi-industry

or multifunctional experience.
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Study Context: CEO Succession Planning by Boards

Leblanc and Gillies (2005) argued that “boards of directors collectively
determine, through the decisions that they make, the fate of the corporation” (p. 156) and,
therefore, a board’s attention around the antecedents to succession, the actual CEO
succession event, and post-CEO succession are three of the most defining events in their
work together (Brockmann et al., 2006). Acting in partnership with the board, the CEOQ is
the central figure in an organization’s ability to achieve optimal performance (Brady &
Helmich, 1984). A board’s decision to invest the time proactively to plan for CEO
succession will determine the ultimate success or failure of the corporation, making CEO
succession a critical event for every public enterprise (Carey & Ogden, 2000; Sebora &

Kesner, 1996).

CEO Succession Triggers

A number of routine and nonroutine events trigger CEO succession (National
Association of Corporate Directors, 2006), including the planned retirement of the CEO
or a change of the CEO resulting from a merger or acquisition. Succession is also
triggered by the unexpected resignation or termination of the CEO due to poor company
performance, ethics or policy violations, health issues or personal agendas, or because the
CEOQ is recruited to another firm. Succession most often is triggered by changing
environments that lead to decline in business (Pfeffer & Davis-Blake, 1986). Whether
routine or not, succession is, according to Virany, Tushman, and Romanelli (1992), “a
complex phenomenon that, when successful, balances organizational requirements for

stability and continuity with environmentally demanded needs for change” (p. 73).
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Connection of the Succession Strategy to the Business Strategy

Porter (1988) defined two levels of strategy important to consider in CEO
succession. First is competitive strategy, which drives the business units within the
organization; second is overall corporate strategy, which reflects how the CEO will
“make the corporate whole add up to more than the sum of its business unit parts” (p. 35).
In companies experiencing a downturn, it is crucial for the board to consider candidates
capable of understanding the competitive landscape and providing strategic restructure in
order to make significant change (Porter, 1988). Clarity around the strategy for
turnaround or for growth is the critical starting point for determining the right CEO

characteristics for effective succession (Zhang, 2008).

CEO Succession Candidate Origins

Generally, a CEO candidate originates from one of three groups: (1) the insider, a
candidate who currently works within the organization and is often actively groomed for
the role of CEO (Ocasio, 1999); (2) the outsider, an external candidate from within or
beyond the industry (Kesner & Sebora, 1994); or (3) the board director, a candidate
residing on the current board of directors who has the capabilities and competitive
expertise to lead the organization (Schnatterly & Johnson, 2008).

According to Dalton and Kesner (1985), “A popularly held view is that
organizations seeking change should generally opt for outside successors. Organizations
interested in maintenance should be correspondingly likely to choose inside succession”
(p. 758). To understand the choices and consequences, the following is a description of

the three candidate groups.
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Insider. Promoting an insider candidate to CEO is the most common succession
strategy, as this placement poses far less risk and a greater likelihood of success (Ocasio,
1999). Zajac (1990) argued that there is merit in choosing an internal candidate due to the
institutional knowledge and established relationships he or she can leverage to produce
results. The added benefit is that the board will have had the opportunity to work with an
internal candidate over time, allowing for formal and informal work experience and
evaluation of the candidate (Zajac, 1990). Often the executive being groomed for the
CEO role will be placed in a relay succession (Schnatterly & Johnson, 2008) as president
or chief operating officer (Cannella & Shen, 2001) and sometimes even on the board of
directors to signal to the candidate and the organization the intention to groom the
executive for the CEO role (National Association of Corporate Directors, 2006;
Schnatterly & Johnson, 2008). An additional benefit of inside-relay succession candidates
is that they provide continuity for the organization and the board (Zajac, 1990).

With the enactment of Title IX of the Dodd-Frank Act, the Securities and
Exchange Commission (SEC) was granted the ability to regulate proxy materials and
grant shareholders information about, input into, and approval of executive compensation
and incentives (Anand, 2011). Shareholder “say on pay” was the highest-ranked
shareholder-initiated contact with boards in 2011 and though only 5% of boards at that
time had say-on-pay policies (Spencer Stuart, 2010), boards are highly sensitive to
scrutiny around the recruitment of outside CEOs and the sometimes extraordinary pay
packages necessary to attract top candidates. Because internal candidates’ compensation
is a result of a company’s controlled salary structure, the cost of an internal CEO

candidate can be far less (Schnatterly & Johnson, 2008) and not subject to as much public
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scrutiny as the compensation packages necessary to attract outside CEO talent—making
an internal promotion to CEO much more appealing (Carey & Ogden, 2000) than in the
past two decades (Zhang & Rajagopalan, 2010).

Another benefit of an insider candidate is the ability to capitalize on his or her
well-developed industry and firm-specific knowledge (National Association of Corporate
Directors, 2006), including the benefit of fitting into the existing culture. Internal
promotion is particularly valuable in knowledge-specific industries such as technology,
where innovation is dependent on a CEO’s resident knowledge of the industry and the
intricacies of competing within that industry to gain market share. According to
Schnatterly and Johnson (2008), “Firms with high levels of R&D spending and rapid
sales growth favor insiders as new CEOs” (p. 132). In addition, when boards have
increased exposure through first-hand knowledge of how insider candidates perform,
including their cultural fit, they can reduce the likelihood of a hiring misfire (Carey &
Ogden, 2000; Zajac, 1990), particularly within the first 3 years of CEO tenure (Zhang,
2008).

While there are upsides to placing an internal candidate, the risk is that this person
may be too insular and could potentially perpetuate the practices that led to poor
performance, or may not have the outside experience to innovate for growth (Zajac,
1990).

Outsider. Because CEOs selected from outside a company are not necessarily
committed to past strategies (Helmich & Brown, 1972), they bring with them new
approaches based on their unique experiences (Dearborn & Simon, 1958); therefore, an

outside CEO can introduce critical new thinking to effect change. This is important in
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unstable environments, particularly when organizations are experiencing crisis or
declines in performance (Staw, Sandelands, & Dutton, 1981). In these cases the board
signals change by choosing a CEO who increases heterogeneity of thought, yielding
much-needed experimentation and innovation to revitalize the organization (Friedman &
Saul, 1991). CEQOs accomplish this, according to Virany et al. (1992), because “executive
succession facilitates second-order learning by affecting the demography of the senior
team and its communication and decision-making processes” (p. 75).

While the infusion of outside talent into the organization can be rejuvenating, a
board’s appointment of an outside CEO carries risk. Outside CEOs have been dismissed
more often than inside CEOs (Zhang, 2008), and there is evidence that this is in part due
to information asymmetry between the candidate and the board (Zajac, 1990; Zhang,
2008).

Board director. Early research suggests that the promotion of a director to the
CEO role should be a “practice of last resort” (Carey & Ogden, 2000, p. 6). But
according to the National Association of Corporate Directors (2006), survey respondents
suggested that board members be considered 28% of the time as part of the overall slate
of candidates for CEO succession consideration. Board-to-CEQ transitions occur when
there is no internal candidate available, coupled with unstable or underperforming
business, and account for 6% of the succession cases documented by Schnatterly and
Johnson (2008, p. 133). A survey report issued in 2008 by Spencer Stuart found that
board members who transitioned into the CEO role performed better than any other
candidate categories (Citrin & Ogden, 2010). Board-to-CEOQ candidates have the best

blend of outside objectivity and inside understanding of the board, both critical to
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turnaround and growth, particularly in high-tech industries (Schnatterly & Johnson,
2008). Similarly, Citrin and Ogden (2010) argued that in addition to the fact that many
board members are, or have been, sitting CEOs, “Having been on the board they have
deep knowledge of a company’s strategy, finances, and organization, and just as
important, they understand the dynamics and the expectations of the board” (p. 29).
While board-to-CEO candidates might seem convenient and do have their
advantages, one drawback is that when a current CEO believes there is a successor on the
board, competitive tension might ensue, information might be withheld, and a negative
tone might develop between the CEO and board (Schnatterly & Johnson, 2008).
Schnatterly and Johnson posited that “the presence of an internal heir-apparent increases
the likelihood of insider succession while outsider board members’ availability increases
the likelihood that an outside director will become the new CEO” (p. 132). If an internal
successor is not available, particularly in cases of nonroutine succession, the board should
continue to see board-to-CEOQ succession as a viable option and fortify the board

accordingly (Schnatterly & Johnson, 2008).

Inferences for This Study

Compared with other concepts reflecting socially shared cognition, TMS is a good
fit for the work of boards of directors because TMS theory focuses specifically on
differentiated knowledge (who knows what) and explicates the processes involved in
developing and leveraging socially shared cognition (Wegner, 1987). TMS provides a
way of understanding how board groups work together to create stores of knowledge over
time and the ways in which they access and transfer that knowledge for better planning

and decision making.
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This study was designed to contribute primarily to the literature on TMS, as well
as governance and succession, particularly with respect to how board groups develop and
leverage TMS in the context of CEO succession planning. Based on the highly
confidential nature of board activities and interactions, it is difficult, if not impossible, to
observe these “elite executives” (Odendahl & Shaw, 2002; Hertz & Imber, 1995).
Therefore, this study also contributes to a better understanding of the inner workings and
planning processes of boards as an elite group. Although TMS studies began with task
teams, the construct has been adapted to knowledge worker teams, which are dependent
upon distributed and shared knowledge to optimize team performance. Since the early
work of Lewis (2003), which encouraged broader perspectives of TMS outside of the
laboratory environment, Ren and Argote (2011) have reported that of the published
papers on TMS between 1999 and 2010, 31 out of 76 concentrated on field research, with
over 59 out of 76 papers focused at the group/team level of analysis.

Despite the confidential nature of board proceedings—and thus the difficulty of
accessing boards for direct observation in conventional field studies—this study
complements current TMS literature through its interpretive design that provides for in-
depth interviews and retrospective understanding of actual board processes. These can
shed light on how TMS operates within boards groups—for example, how the knowledge
stock of boards is developed, how it is determined that certain board members are
responsible for specific domains of knowledge, and what communication and
coordination processes are in place or emerge as board groups work together on critical
board decisions that can leave a company hanging in the balance, such as CEO

succession. This study further illuminates how knowledge-workers at the most elite level

42



manage a cognitive division of labor. It examines the presence and emergence of
antecedents, components, and consequences of TMS and how they impact decisions
regarding the eventual departure of a CEO, whether planned or unplanned, and the
choices directors must make regarding candidate origins, whether insider, outsider, or
existing board directors. The study adds value through inferences about the role of TMS
in board groups and specifically about TMS as boards engage in the process of CEO
succession planning, which is a current and contemporary board issue with enormous
impact. The complete research methodology for this interpretive design is detailed in

chapter 3.
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CHAPTER 3:

METHODOLOGY

The purpose of this qualitative, basic interpretive study (Merriam, 2009) was to
improve understanding of the role of transactive memory systems (TMS) in board groups
as a way of leveraging their knowledge in the context of the chief executive officer
(CEO) succession planning process.

If boards leverage TMS, they can bring critical knowledge to bear in planning and
decision making, which in turn can minimize suboptimal planning and decision results
(Bonner & Baumann, 2012; Austin, 2003), decision errors (Sebora & Kesner, 1996), and
decreased organizational performance (Payne et al., 2009). CEO succession planning was
chosen as the context for the study because although it is one of a board’s most critical
accountabilities (Lorsch & Khurana, 1999), “fewer than 50 percent of boards in the
Standard & Poor’s 500 are confident about their succession plans” (Holstein, 2006/2007,
p. 35). Given the unprecedented requirement for public companies to develop CEO
succession plans today (Miles & Bennett, 2009), the task is relevant and a high priority
for public boards. With respect to TMS, the CEO succession planning task represents an
information-intensive process, where the existence of specialized knowledge and the
ability to identify and access that knowledge might emerge and be exercised and thus
studied.

Using a basic interpretive design (Merriam, 2009), the study addressed a single
research question, with two subquestions:

RQ: What is the role of TMS in board groups, and where it exists, to what extent

does it emerge as the group engages in CEO succession planning?
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a. What characteristics of TMS emerge during CEO succession planning?
b. How do structures and processes of TMS develop?
This chapter describes the study’s research paradigm; methods for participant

recruitment and selection, data collection, and data analysis; and ethics protocols.

Research Paradigm
Epistemology

A constructionist epistemology guided the inquiry and addressed the “processes
of interaction among individuals” (Creswell, 2007, p. 21). The study took an interpretive
perspective, reflecting an inductive, comparative process (Merriam, 2009) which resulted
in a thematic description based on building patterns and categories from the “bottom-up”

(Creswell, 2007, p. 38) to create a comprehensive set of codes for analysis.

Theoretical Perspective

Descriptive findings in a basic qualitative study are useful in uncovering and
interpreting meaning and process by systematically describing the facts and
characteristics of a given study (Merriam, 2009). This approach applies to the dynamics
of CEO succession (Pettigrew, 1992) and to the way TMS emerges during CEO
succession planning. This research, then, concentrates on how board members interpret
and construct their planning experience and how they attribute meaning from this

experience (Merriam, 2009).
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Basic Interpretive Design

This study employed a basic interpretive design (Merriam, 2009). This form of
inquiry is dependent upon researchers’ “interpretation of what they see, hear, and
understand” (Creswell, 2007, p. 39). Central to this basic interpretive study were semi-
structured interviews based largely on open-ended questions (Creswell, 2007) involving a
single participant and an interviewer. These interactions yield a deeper understanding of
the interviewee’s perspective on a particular topic and the meaning of specific
experiences (Seidman, 2006), specifically, what is “in and on someone else’s mind”
(Patton, 2002, p. 341). An interview allows for retrospective recall, particularly when
observation of direct behavior is not possible (Merriam, 2009).

As shown in Table 3.1, a basic interpretive design draws from important elements
of both phenomenology and grounded theory and yet should be distinguished as separate.
For example, in phenomenology, understanding the essence of a person’s experience
implies a study of the meaning a certain phenomenon has to that person (Creswell, 2007).
Similar to phenomenology, this study sought to understand how a process that was
resident within the experience of a board group was represented by a single board
member to determine if that process reflected characteristics of TMS. In this study, the
process refers to the encoding, storing, and accessing of knowledge during a CEO
succession planning process vs. a depiction of the essence of the personal experience or
phenomenon of individual sharing of knowledge. Elements of grounded theory are also
reflected in this basic interpretive design: while this study was not intended to develop a
theory grounded in data from the field, it was intended to shed light on where TMS—as a

theory—emerged during the process of CEO succession planning. In the case of this
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Table 3.1

Comparison of Basic Interpretive Research Design with Phenomenology and Grounded Theory

Characteristics

Phenomenology

Grounded theory

Basic interpretive design

Focus

Understanding the essence
of the experience

Developing a theory
grounded in data from
the field

Understanding the meaning
of a specific process

Type of problem
best suited for
design

Needing to describe the
essence of a lived
phenomenon

Grounding a theory in
the views of
participants

Needing to systematically
study facts and
characteristics of a
phenomenon

Discipline
background

Drawing from philosophy,
psychology, and education

Drawing from
sociology

Drawing from philosophy,
psychology, sociology, and
education

Unit of analysis

Studying several individuals
that have shared the
experience

Studying a process,
action, or interaction
involving many
individuals

Examining a process, not its
ultimate result or end
product

Data collection
forms

Using primarily interviews
with individuals, although
documents, observations,
and art may also be
considered

Using primarily
interviews with 20-60
individuals

Purposeful sample using
primarily interviews with
individuals

Data analysis
strategies

Analyzing data for
significant statements,
meaning unities, textural and
structural description,
description of the “essence”

Analyzing data through
open coding, axial
coding, selective
coding

Analyzing data through
inductive and comparative
methods, coded using
themes and categories to
include open, axial, and
selective coding

Written reports

Describing the “essence” of
the experience

Generating a theory
illustrated in a figure

Describing characteristics
that emerge from a process

General structure
of study

e Introduction (problem,
questions)

o Research procedures
(phenomenology,
philosophical assumptions,
data collection, analysis,
outcomes)

e Significant statements

e Meanings of statements

e Themes of meanings

¢ Exhaustive description of
phenomenon

(Adapted from Moustakas,
1994, as cited in Creswell,
2007)

e Introduction
(problem, question)

o Research procedures
(grounded theory,
data collection,
analysis, outcomes)

e Open coding

¢ Axial coding

o Selective coding and
theoretical
propositions and
models

o Discussion of theory
and contrasts with
extant literature

(Adapted from Strauss
& Corbin, 1990, as
cited in Creswell,
2007)

e Introduction (problem,
question)

¢ Research procedures
(phenomenology,
grounded theory, data
collection, analysis,
outcomes)

¢ Open coding

¢ Subcoding

¢ Axial coding

e Selective coding and
theoretical propositions
and models

o Discussion of process
characteristics and
connection to theory in
extant literature

(Adapted from Merriam,
2009)

Note: From Qualitative Inquiry & Research Design:

2007, Sage, Thousand Oaks, CA.

Choosing Among Five Approaches, by J. W. Creswell,
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study, an interpretive design stands alone in its concentration on understanding the
meaning of a particular process and characteristics that emerge from a process as

experienced by multiple individuals and as interpreted through the researcher.

Value of an Interview-Based Study Design for the Study Topic

A qualitative study using semi-structured interviews was a particularly important
methodology for the study of elites—in this case, board directors—for six reasons:

1. Observing and studying elite executives such as board members presents unique
challenges due to the inaccessibility of the boardroom to the researcher (Odendahl
& Shaw, 2002; Hertz & Imber, 1995), making interviews far more effective in
getting a glimpse into the inner workings of the boardroom and the dynamics of
board directors.

2. Based on the specific director and his or her company situation and insight into
the topic, a flexible method of investigation such as semi-structured interviews
provides the latitude to elicit information from board directors based on their
unique experiences—including experiences in which TMS was not used at all.

3. Board directors may be more receptive to responding to interviewing techniques
than to surveys that result in metric outcomes, which may leave them subject to
judgment.

4. This method gives participants the opportunity to share strategic perspectives
connected with the tactical planning process, which can shed valuable light on the
way shared knowledge is leveraged through TMS.

5. Understanding the meaning of events during planning draws upon a board

member’s memory of inward consciousness and intentionality (Moustakas, 1994)
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during the planning experience, making semi-structured interviews more
conducive to stimulating reflection on experiences that can be attributed to TMS.

6. Researchers who use their intuitive nature in guiding an elite interview (semi-
structured interviews in the case of this study) instead of adhering to a structured
list of questions are more likely to be successful (Odendahl & Shaw, 2002). This
method aids the researcher in discovering occurrences of an experience and the
meaning of those occurrences, then linking them to draw conclusions

(Honigmann, 1982).

Subjectivity Statement

| am a Caucasian female entrepreneur who 15 years ago founded the recruiting
firm Centerstone Executive Search, with offices in Seattle, Washington, and New York.
As the CEO of this search firm, I regularly work with boards of directors that retain my
firm’s services to consult in the area of CEO succession planning. I also routinely recruit
and evaluate prospective board members for placement on public boards. | have a
master’s degree in management.

While my role working intimately with boards reflects an “insider” perspective,
having the independence of operating outside their purview reflects an “outsider”
perspective. I can best be considered a balance between “insider-outsider” (Bartunek &
Louis, 1996) in relation to the study of the role of TMS of board groups engaged in CEO
succession planning. Additionally, I have an avid interest in group dynamics and place
high value on group effectiveness resulting from both individual and team interaction

(Peshkin, 1988). I have a good deal of experience working with boards of directors to
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facilitate group process and achieve improved effectiveness in board planning and
decision making.

At the inception of this study, | recognized that it was critical as the researcher to
have integrity in the way | personally approached this project; therefore, | have spent
time with two colleagues from The George Washington University doctoral program
familiar with research projects and with my professional role with boards and CEO
succession. | asked each to interview me with the objective of challenging me about
subjectivity. | then spent a good deal of time in self-reflection (Merriam, 2009) and made
a conscious effort to set aside bias, assumptions, and perspectives (Maxwell, 2005;
Seidman, 2006) as | designed the study questions and managed the interview process. For
example, | was careful to develop a protocol that would neutralize my role, values, and
assumptions throughout the process.

Based on one colleague’s feedback about bias inherent in the fact that I interview
executives as a regular part of my practice, | was reminded that the role of the researcher
in the interviewing process is to gather data (Patton, 2002), which increased my
sensitivity about not approaching the interviews as | would naturally as an executive
recruiter focused on evaluating the interviewee along the way. Patton’s (2002) warning
resonated in that researchers must be cognizant that they are not therapists or judges in
the process, so | could not add my own perspective to the dialogue to urge on participants
as I might in my practice, but rather reacted to what was being said by participants
without evaluating or leading the participant.

During data analysis, | maintained the integrity around the process of deriving

themes and arriving at a final analysis. It was important to me that | ensure the quality of
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this study reflect individual subject and group themes, rather than being colored by my
personal interpretation of what the participants meant by virtue of the lens from which |

view the world as an executive recruiter.

Participant Recruitment and Selection

Sample Size

Based on the qualitative nature of this study, purposeful (Patton, 2002) criterion-
based sample selection (LeCompte & Preissle, 1993) was employed. This allowed for
choosing a sample of board directors that reflected well-developed subject-matter experts
who could contribute optimal information for the study (Chein, 1981). The first objective
of the sample size was to reach sufficiency: obtaining a sample size that provides full
coverage of the study (Patton, 2002) and reflects a range of participants representative of
the overall target population (Seidman, 2006), in this case board directors. The second
objective of the sample size was to reach saturation: collecting data until all new data are
redundant (Lincoln & Guba, 1985; Seidman, 2006). This basic interpretive design
combined elements of both a phenomenological and grounded theory approach for the
analysis to allow for the perspective from individual directors across several different
boards (L. Howard, personal communication, June 29, 2011). While most scholars are
reluctant to recommend a specific number of participants for a study—outside of
reaching sufficiency and saturation—Dukes (1984) posited that in a phenomenological
study, 3 to 10 participants who are involved in a singular phenomenon is an appropriate
sample size. Translating this to a basic interpretive design where not all directors were
involved together as a group in a singular succession planning process, | originally chose

a sample size of 12. | later increased this to 16 after discovering that I could locate four
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additional members who, when combined with two from the original group, made up a
full committee that had worked as a group on a CEO succession plan. This provided a
sufficient number of directors to draw from to ensure both sufficiency and saturation.
Each director was interviewed once for approximately 90 minutes. The objective of the
interview was to understand the role of TMS as board groups engage in CEO succession
planning, the characteristics of the TMS that emerge, and the structures and processes

that facilitate TMS.

Selection Criteria

The study sought directors who satisfied the following two criteria:

1. They were a former or retired director of a public board for a company exceeding
$500 million in sales. Sales volume parameters provided some level of
consistency in the likely maturity and standards of these boards.

2. They were involved in documented CEO succession planning within 5 years of
the study, to increase the likelihood of accurate recall of events. It is important to
note that the actual CEO succession event (that is, the selection and placement of
a new CEO during the board director’s tenure) was not a criterion in the selection
of a director for this study. CEO succession planning is defined here as a
documented outline of the strategy and tactical elements a board would take in the
event of either a planned or unplanned change that triggers the replacement of a
CEO (Lorsch & Khurana, 1999).

In addition, the individual had to be willing to discuss the CEO succession event
in an interview. The retrospective nature of a past-experienced account increased the

likelihood that directors would speak freely about their experiences without the fear of
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public scrutiny associated with describing an example they were living in real time

(Odendahl & Shaw, 2002; D. Schwandt, personal communication, June 29, 2011).

The 16 participants selected for this study all served on U.S. public boards from a

variety of industries. Participants were of different genders, ethnic backgrounds, ages,

educational levels, and functional specialties, as summarized in Table 3.2.

Table 3.2
Participant Demographics
Functional
Pseudonym Board role specialty Gender | Age Race
1. Bob* CEO/director General Male 60s | Caucasian
management
2. Earl* Director Marketing Male 70s | Caucasian
3. Davis* Director Marketing Male 70s | Caucasian
4. John* Chairman Finance Male 50s | Caucasian
5. Bianca* Director Merchandising Female 60s | African American
6. Matthew* | Nominating Human Male 50s | Caucasian
committee chair resources
7. Jeremy Director Finance/ Male 60s | Caucasian
marketing
8. Mandy Director Merchandising Female | 60s | Caucasian
9. Rod Director Legal Male 50s | African American
10. Harold Director Operations Male 70s | Caucasian
11. Chris Compensation Marketing Male 50s | Caucasian
committee chair
12. Hal Director Economics/ Male 50s | Caucasian
finance
13. Randy Nominating Marketing/ Male 50s | Caucasian
committee chair international
14. Dick Director Operations Male 50s | Caucasian
15. Delores Director Merchandising Female 60s | Caucasian
16. Adam Director Operations Male 50s | African American

*The six members of the CEO succession committee for a single company, constituting the Full Committee
Group over the length of the succession planning process.

The interview questions posed to participants dealt with board members’

knowledge of others’ expertise, use of such knowledge in discussion and decision

making, trust in others’ views, and similar issues. Thus, an interview with a single

member of a board was intended to capture facts and characteristics of the group’s ability
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to recognize knowledge domains and access that knowledge as would be the case in the

emergence or use of TMS.

Recruitment and Selection Method

This study was not concerned with the effectiveness of the CEO succession plan,
or the effectiveness of the planning process itself, but rather with the experience of board
members engaged in CEO succession planning as a way to advance understanding of the
role of TMS at the board level. There were no known empirical studies of TMS of board
members as they engage in planning processes from which to base the recruitment of
participants. Therefore, the recruitment and selection of participants was based on
referrals from respected sources (such as members of the board of directors from the
National Association of Corporate Directors and directors in my executive search
consulting network) familiar with board members meeting the study criteria.

While the participants for the study were chosen based on meeting specific
criteria, four participants emerged once the interviewing process had begun who did not
meet one criterion. These four directors served on the same committee with two other
participants, but did not meet the requirement stipulating they be retired from the board—
as were their two counterparts. Despite this, | recognized the value of capturing feedback
from an entire committee to build upon the theoretical findings using a purposeful
sampling (Merriam, 2009) method, “conceptually-driven sequential sampling” (Miles &
Huberman, 1994, p. 27). | was granted institutional review board (IRB) approval to
include these four directors, despite their not meeting the retirement criterion, in order to
include their responses with those of others in the same committee. Later, in addition to

considering the phenomenon as a whole, results from this full committee of six (the Full
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Committee Group, or FCG) were compared with the Individual Committee
Representatives Group (ICRG) to determine if the FCG as a group reflected similar or
different characteristics of TMS to the ICRG.

Participants were located by using industry sources, who were contacted first
through an email introduction explaining the purpose of the study, including the criteria
for study participants and a request for a telephone conversation to discuss potential
participants (Appendix A). The email was followed by a telephone conversation to each
source to discuss his or her recommendations, during which time contact information for
prospective participants was gathered. Once a pool of 20 recommended participants had
been established, a prescreening assessment was conducted by researching background
information located in the public domain to confirm the viability of each candidate for
participation in the study. From there, directors were approached and invited to
participate in the study.

Because accessing elite participants is enhanced significantly by using a referral
name and being familiar with the potential participants’ background before the telephone
call, a profile of each prospective participant was developed prior to making contact
(Odendahl & Shaw, 2002). When each prospective director was contacted via email, the
referral name was mentioned along with a request for time on his or her calendar to talk
by telephone about the study (Appendix B). During this telephone introduction, the
director was evaluated to ensure that he or she met the criteria and could participate fully
in the study process.

Prior to the interview, each participant received an email invitation to ensure that

the time, date, and dial-in information was recorded on the director’s calendar. Assistants
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were copied on these invitations to ensure that directors would not be inadvertently
double-booked with a competing appointment. Approximately 1 to 2 days before the
interview, the director received an email reminder reiterating the interview time and
telephone information.

Following their participation in the study, each director received a personalized
email thanking him or her for the time invested in the study. In addition, all directors
were emailed a summary of the study findings along with a copy of their interview

transcript and an invitation for a follow-up call.

Data Collection
Interviews

Seidman (2006) stated that “interviewing provides access to the context of
people’s behavior and thereby provides a way for researchers to understand the meaning
of that behavior” (p. 10). To answer questions about the emergence and existence of
transactive memory in board groups, it would have been compelling to observe the
behavior of a CEO succession committee as it worked on the task. Given that the task of
CEO succession planning is temporal—in this case taking from 3 months to 3 years—
combined with the fact that accessing the discreet and closed confines of the boardroom
is challenging, “interviewing provides a necessary, if not always completely sufficient,
avenue of inquiry” (Seidman, 2006, p. 11).

Data were collected through one semi-structured interview and follow-up with
each of the 16 directors. Interviews were conducted over an 8-week window in the winter
of 2013 to allow time for scheduling, conducting the interviews, and proper follow-up.

The interviews were conducted in no particular order during this time window, with the
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only criterion being the interviewee’s availability. Based on the time demands of these
elite participants, the interviews took place via telephone (Odendahl & Shaw, 2002). A
pilot interview was conducted with a board director who met the study criteria but was
not intended to be included in the study. This director, someone known to me through my
network, was willing to give open and honest feedback about the interview process. The
pilot interview took place before the interviews with study participants and served to
ensure that questions were well phrased and led naturally to useful data. The process
allowed me to adapt the interview guide based on results from the pilot (Merriam, 2009),
to refine questioning techniques, and to practice coding a transcript to begin the process
of outlining categories and themes for data analysis. This proved enormously helpful
because during the pilot it became evident that the board director | interviewed was
unable to become as granular as | had hoped to ensure a supply of comprehensive data. |
recalibrated and later asked study participants a series of questions that guided them into
reconstructing (Seidman, 2006) the circumstances and interactions that took place during
the CEO succession process—achieving a much more granular result.

The first part of the interview included close-ended questions about the
identification of each director, followed by descriptive information about his or her
experience with CEO succession planning. This was followed by a series of semi-
structured, open-ended questions and probes guided by a general set of questions and
issues to be explored, rather than exact questions asked in a predetermined sequence
(Merriam, 2009). An interview questions schemata (Appendix C) and interview guide
(Appendix D) ensured that the interview questions were rooted in theory and that the

questions allowed for suitable dialogue, follow-up, and probing.
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Following the interviews and the development of initial findings, the participants
were contacted for a second time. They were presented with a copy of the findings and
their transcript and were invited to validate their original responses and respond to the
findings in a conversation or through an email response. In addition to this, one board
member participated in reviewing all of the study findings to further validate those
findings.

| was the sole researcher. Each interview was recorded using two recording
devices to ensure back-up in case of technical difficulty. The interviews were
professionally transcribed (Creswell, 2007) for optimal data analysis. Identifying
information was included at the top of each transcript, including interviewer’s name,
participant’s pseudonym, date, and start and end times. The transcripts were single
spaced, and each line was numbered in the left margin to assure ease in accessing
information throughout the analysis process. The line numbering was particularly helpful
in inter-rater reliability processes, which involved two colleagues participating in data
coding and analysis. Questions appeared in italics, and there was a double space between
speakers. The right margins were large enough to accommodate coding notes (Merriam,

2009).

Archival Data

Originally, archival data on the composition of each board, its frequency of
meetings, and similar data were to be collected to inform the findings. | believed that
since the participants served on boards of public companies, such general information
would be accessible, even if minutes and detailed notes from the closed sessions during

which succession was discussed remained confidential. However, when participants were
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asked to direct me to useful sources of archival information from their boards, the
majority declined because they were concerned about complete and total confidentiality.
This was a limitation of the study; therefore, since | could not include archival data to
complement the study, | increased the study group size from 12 to 16 and made an extra
effort to recruit a group of six participants who had served on a CEO succession
committee together and without disruption. In this way, | augmented the trustworthiness

of the data to help offset the loss of archival data points.

Data Management

The Atlas.ti qualitative data software program was used in combination with
Microsoft Word and Excel to input, categorize, and array data from transcriptions to
charts. All study data were backed up using an external hard drive to mitigate the risk of

lost information.

Data Analysis

Miles and Huberman (1994) suggested setting boundaries to provide a very
specific focus for the study and to ensure that the study connects back to the research
question under examination. Because qualitative studies are connected to theory, Miles
and Huberman (1994) further suggested that the researcher “create a frame to help you
uncover, confirm, or qualify the basic processes or constructs that undergird your study”
(p. 27). My frame reflected Ren and Argote’s (2011) integrative framework of
antecedents, components, and consequences of TMS. Because this study of TMS was in
the context of CEO succession planning, it was important to further bound the study to

focus exclusively on the process of planning, and not the actual CEO succession plan or
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its success or failure. My primary focus was the conditions under which the construct or
theory operated and not on the peripheral discussion about the actual plan (Miles &

Huberman, 1994).

Coding

While the conversation about CEO succession was critical in setting the context
for the behaviors of TMS to emerge, that information was extraneous to the study outside
of setting a context. Thus, at the beginning of the coding process, | highlighted
descriptions of study-related data, leaving unhighlighted any discussions of the content or
success of the actual CEO succession plan. The latter were used only to provide proper
context for interpreting the process undertaken by the director or the committee.

Merriam (2009) posited that the purpose of data analysis is to answer the research
question through data that the researcher has seen and heard. The process is inductive and
comparative, allowing for analysis and recalibration over time. Miles and Huberman
(1994) suggested that “coding should not be put off to the end of data gathering.
Qualitative research depends heavily on ongoing analysis, and coding is a good device
for supporting that analysis” (p. 66).

To guide this process, a codebook and coding protocol (Appendix E) was used to
inventory and convert raw data into recurring patterns, categories, and themes that cut
across the data. Data were expected to reveal whether a TMS emerged or existed within a
CEO succession committee by using indirect methods—in this case, interviewing
committee members to examine what they inferred from their own experience working

on the CEO succession planning task. Lewis and Herndon (2011) commented:
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An indirect measure is useful in settings where tasks cannot be tightly specified
and understood, or when TMS structure and processes cannot be easily measured.
One indirect measure of a TMS is the scale developed by Lewis (2003), based on
the observational indicators used by Liang et al. (1995) to infer that a TMS was
operating in groups performing an electronics assembly task. The Lewis (2003)
measure is represented as a latent variable model, where a TMS is an
unobservable (latent) construct indicated by three observable (measurable)
manifestations (or indicators) of a TMS (Liang et al. 1995): the differentiated
structure of members’ knowledge (specialization); members’ reliance on other
members’ knowledge (credibility); and effective, orchestrated knowledge
processing (coordination). These manifest variables represent features that one
would expect to observe in a group, if the group had developed a TMS. (p. 1257)

Lewis’ (2003) measure of features of TMS includes specialization, credibility,
and coordination. Questions to determine if these characteristics had in fact manifested
themselves during the course of the CEO succession planning task were embedded into
the interview guide, as were questions that reflected the measures of Faraj and Sproull
(2000) indicating expertise location and bringing expertise to bear.

As illustrated in Figure 3.1, an initial list of codes was developed through an
inductive process developed over 18 iterations in a five-step process. First, all 16
interview transcripts were reviewed as a total group, and text passages of particular
significance were noted. Open codes were highlighted through in vivo coding—using
words or phrases that were descriptors within the general data set (Merriam, 2009).
Second, subcodes were developed from the open codes to further distill the data into
labels or tags. Third, axial codes, which were groups of subcodes reflecting organized
patterns, categories, and linkages (Corbin & Strauss, 2007), were developed. Fourth,
axial codes were collapsed into axial categories. Finally, select codes were created as
core categories after all codes had been reviewed and collapsed to determine core
theoretical concepts (Corbin & Strauss, 2007). | analyzed all 16 of the interview

transcripts as an overall group and then broke out the six coded interview transcripts from
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Data Collection Schemata —Example: Familiarity - High

Step I
Open Codes

Aggregate of “Familiarity-High” Direct Quotes from 16 Transcripts -\l t

1. “We're the two most senior members of the Board and had been on the Board for more than 15 years”

2. “Extremely [familiar], extremely um, [name] and [name]’

3. “with [name], the third individual, for about 2% years.”

4. [The committee members had known each other] “specifically 4%z years; most junior member of that group would have been a
member for 7 or 8 years.”

5. “Thisis, was a group of people, directors who have worked together for quite some time.”

6. “All three of those people, plus another Board member, had in fact been part of the search committee that . . . screened

potential CEO candidates and in fact recommended to the Board the candidate that was . . . the current CEQ.”

7. “The familiarity had already existed; it was pre-existing.”

8. “What the company is going through, and how long you’ve been on the Board, that's, that’s how we become familiar with each
other both from our styles and depending on what is happening in the company, and what | mean by that is, you know if you have
challenges and you’re working on things a lot closer.”

9. “They were very familiar with each other. . . . They’ve known each other for at least 10 plus years.”

10. “Each of them had been on the Board for | think 5 years or longer.”

11. “Know | think the Board had had experience, at least some. A good percentage of the Board members, maybe half of them, had
had experience going through two previous CEOs.”

12. “There were no new members to the committee. . . .We had at least all been together for 2 or 3 years.”

13. “We had the good fortune of knowing each other and having been through a few wars together.”

14. “Pm actually the one that brought her into the [Board].”

15. “Except for the fact that [name] and | are friends.”

16. “I'had been on the Board approximately 5, and the other two gentlemen that were chairs of the other respective committees were
probably on around 6 years, so they were relatively tenured Board members.”

M

A V4

Step II: Step 111 Step IV: Step V:

Sub Codes Axial Codes ?:Xia' Code Select Code
ategorles

Derived from open codes:
Familiarity had already existed
Extremely [familiar]
o Worked together for quite some
time
On the Board for >15 years Urgency Low
Known each other for
—At least 10 plus years Succession plan characteristice—
—2' years
—2 or 3 years Urgency High
—4% years
—D5 years or longer
—T7 or 8 years Familiarity- High- —
e Been part of the search (High overall familiarity/ ==
committee . . . that screened . . . shared experiences)
CEO candidates
o Experience going through two o Succession Committee
previous CEQOs Familiarity-Low ™ characteristics
Been through a few wars together
[Name] and | are friends
I'm ... the one that brought her Interdependence -
into the [Board]

| swopasoyy SNL |

Figure 3.1. Data collection schemata: Example of “Familiarity—High.”
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the FCG to determine similarities or differences between the FCG and the ICRG. With
the exception of just two subthemes, there were no differences in the key themes for both
groups; therefore, | developed findings and conclusions based on the overall group.

The coding process was iterative. | began to identify patterns and themes of codes
in the first transcripts (which were later recoded to reflect the final codebook codes) and
then systematically built the codes, which | managed through electronic updates. | first
created a long list of codes and then formed themes and categories, until these were
sorted into a rudimentary codebook, which was continually reviewed, edited, tested, and
refined until conceptual saturation occurred. Corbin and Strauss (2007) defined this as
“the process of acquiring sufficient data to develop each category/theme fully in terms of
its properties and dimensions and to account for variation” (p. 195). The final codebook
(Appendix E) included both emic codes, which were inductive in nature and emerged
from the data, and etic codes, which were deductive and emerged from theory. In
addition, I incorporated a journal process in which I recorded theoretical, methodological,
and personal memos in the course of data collection, analysis, and interpretation (Kvale,
1996).

| sorted codes manually and through electronic means, including Microsoft Word
and Atlas.ti. Because categories should be rooted in the research question, I included the
research question as a reminder at the top of all coding mechanisms. True to Merriam’s
(2009) constant comparative method, | compared and analyzed data throughout the
course of data collection to recalibrate the interview questions where there might be
confusion or where the questions were not providing sufficiently detailed responses.

Based on the themes that emerged from the overall data, | constructed a narrative
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connecting supporting data from the themes to findings. From there | connected the data
to theory to draw study conclusions, specifically around the construct of TMS and CEO

succession planning.

Methods of Trustworthiness

The validity of this study was dependent on the robust nature of the methodology
(Patton, 2002) and the integrity, credibility, and ethics reflected in my approach and
follow-through (Merriam, 2009; Patton, 2002). To assure validity and data integrity, |
actively employed five trustworthiness measures.

First, in a qualitative study, the researcher is essentially an instrument of data
collection (Lincoln & Guba, 1985) and therefore subject to bias. | was particularly
vigilant about limiting my own voice beyond the questions and follow-up and was
cognizant of not sharing my own experiences or biases during the interviews. | was
careful to avoid leading the respondent and/or interpreting the data to fit a particular
conclusion (Maxwell, 2005). While it was difficult to eliminate researcher influence
completely (Creswell, 2007), my goal as the researcher was to minimize this threat. | did
so by considering my own assumptions, beliefs, values, and bias, as outlined in the
subjectivity statement earlier in this chapter.

Second, to enhance validity, | ensured sufficiency and saturation, evidenced by
the fact that the study participants included a representation of directors from public
companies exceeding $500 million in sales and that continued data gathering garnered no
further information that contributed to understanding the topic under consideration

(Creswell, 2007).
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Third, I created an audit trail, which included notes from interviews and a
personal journal with insight about how the codes emerged and developed over time to
capture and reference important observations and changes as the study progressed
(Creswell, 2007; Merriam, 2009).

Fourth, I utilized inter-rater reliability techniques as part of the transcript coding
protocol by involving a doctoral colleague from The George Washington University and
a research student from Stanford University. To start this process, we determined that our
unit of analysis would be defined as a sentence or segment of text with a single meaning
(Miles & Huberman, 1994). We each read and assigned our own versions of codes to the
same transcript. We then discussed the codes overall and examined differences and
commonalities in how we selected and interpreted text sections. We were hyper-focused
and patient. We spent a good deal of time delving into the meaning of each code—
eventually creating a descriptive statement for each open code that would later be used as
a tight filter for assigning codes to text passages from each transcript. From there, | began
to develop the qualitative codebook (Creswell, 2007). Following my review and coding
of a transcript, | passed the transcript along to the two independent coders. Using the
track changes feature of Microsoft Word, each coder either agreed with my original codes
or wrote memos in the margins for the next coder to consider. The second independent
coder reviewed the transcript and added their perspective using the track changes feature,
and then the transcript was returned to me for final review and agreement of all codes.
Having multiple raters ensured that we had agreement on each passage in the transcript
and that we were interpreting the passages in the same way and assigning the same codes

to each passage. By the fourth transcript, we experienced nearly complete agreement in
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text passages selected and codes assigned—well within the 80% to 90% range suggested
by Miles and Huberman (1994). Reliability was determined by the number of agreements
divided by the total number of agreements and disagreements combined. We averaged
over 90% agreement from the fifth to 16th transcript. Through this process, each
transcript was read and coded/code-checked multiple times before the codes were
eventually entered into Atlas.ti along with supporting quotes.

Fifth, | employed peer review by involving a fellow doctoral colleague from The
George Washington Executive Leadership Program. He had recently completed the
program, successfully defending his qualitative dissertation with distinction. He
discussed my subjectivity statement and reviewed my findings to ensure the alignment of

the findings and the interpretations of the data (Creswell, 2007; Merriam, 2009).

Human Subject and Ethics Considerations

Stake (2005) posited, “Qualitative researchers are guests in the private spaces of
the world. Their manners should be good and their code of ethics strict” (p. 459). Privacy
and stated confidentiality were paramount in this study because elite participants
generally have high visibility, and confidentially is critical to the success of obtaining
reliable data and eliminating participant risk (Odendahl & Shaw, 2002). A focus on
privacy and confidentiality provided my ethics compass along the way, from the selection
of participants to the methodology employed. All practices followed guidelines from The
George Washington University IRB. Participants reviewed an informed consent form
(Appendix F), and data were gathered only after IRB approval of the study. The
interviewing protocol provided for participants to opt out at the beginning or at any time

during the interview. Pseudonyms were assigned to each participant to assure their
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anonymity. Transcribers, coders, and editors signed and returned confidentiality
agreements (Appendix G).

An analysis of the data is presented in chapter 4.
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CHAPTER 4:

RESULTS

This chapter presents the data analysis and findings for the interpretive study
designed to improve understanding of the role of transactive memory systems (TMS) in
board groups engaged in chief executive officer (CEO) succession planning. This chapter
begins by reviewing the characteristics of the participants and the boards on which they
served. It then presents the seven findings that emerged from the overall group. The third
section compares the key themes from the Full Committee Group (FCG) to the Individual
Committee Representatives Group (ICRG) to determine if there were differences or

similarities and provides a discussion.

Board Committee Characteristics

This study sought directors who had served on a board of a $500 million-plus
public company. Each director had been involved in a CEO succession planning process
within 5 years of the study. It was not important that an actual CEO succession event had
occurred prior to the study—that is, the selection and placement of a new CEO during the
board director’s tenure.

During the course of the study, I recognized that two of the directors (Bob and
Earl) served together on the same board during a CEO succession planning event. | was
able to locate and attract the participation of the four remaining directors from this board
(Davis, John, Bianca, and Matthew), allowing me to create a data subset of six directors
who had all worked together, over the same time period, on the same CEO succession

planning process from its inception to its fruition. The planning process had spanned over
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1.5 years, and there was no disruption in the process such as a change of directors on this
committee or a change of objective or urgency. True to ethics considerations, | did not
make others aware that fellow members were a part of the study. This group of six
became a ‘microcosm’ within the study and was dubbed the FCG. Overall findings reflect
the combination of the ICRG and the FCG, and then at the end of this chapter, two

differences between the groups are discussed.

Overview of Participant Characteristics

Characteristics of all participants in the study are depicted on Table 4.1. Overall,
there were three women in the group, three African Americans, and individuals from
their 40s to their 70s. Seven participants had MBAs; four had advanced degrees including
MA, MS, PhD, and JD; five had bachelor’s degrees; and one had no degree. One
participant was CEO as well as director, three were head of a committee, and the
remaining participants were directors. Functional specialties included marketing, finance,
operations, merchandising, management, human resources, and law. From the overall
group, four participants experienced low familiarity with other committee members, and
seven worked on committees with high urgency. The succession planning process ranged

from 3 months to more than 3 years.
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FCG Participant Profiles

Bob. The first participant, referred to by the pseudonym “Bob,” is a Caucasian
man in his 50s. He served as the CEO/director on the board of a public company and
specialized in general management functions. He held an MBA. Bob demonstrated high
familiarity with the committee, with more than 5 years of experience with its members.
The succession plan he was involved in lasted more than 1.5 years, and he considered the
process to have low urgency because the plan was a means to keep the company afloat in
case of an emergency.

Earl. “Earl,” a Caucasian man in his 70s, served as director on the board of a
public company and specialized in marketing. He held an MBA. Earl demonstrated high
familiarity with the committee, with more than 5 years of experience with its members.
The succession plan he was involved in lasted more than 1.5 years, and he considered the
process to have low urgency because it was driven by determining the availability of
candidates and gauging how the committee felt about an internal candidate versus an
external candidate.

Davis. “Davis” is a Caucasian man in his 70s. He had a PhD and served as
director on the board of a public company, specializing in the area of marketing. On the
same succession committee as Bob and Earl, he demonstrated high familiarity with the
committee, was involved in a succession plan for more than 1.5 years, and considered the
process to have low urgency because it was only a precaution taken by the board to begin
engaging in some form of succession planning.

John. “John,” a Caucasian man in his 50s, served as chairman on the board of a

public company. Holding an MBA, he specialized in finance. John demonstrated high

71



familiarity with the committee. He regarded the succession planning process as of low
urgency because the company had been experiencing financial shortfalls over a sustained
period of time and he thought an eventual leadership change would be appropriate. He
was also a catalyst for using the succession planning process to strengthen overall
governance, which due to lack of a previous plan had been glossed over.

Bianca. The fifth participant, “Bianca,” a director on the board, is an African
American woman in her 60s. She specialized in the area of merchandising and held a BS.
Bianca demonstrated high familiarity with the committee, with more than 5 years of
experience with its members. The succession plan she was involved in (the same one as
the previous participants) lasted more than 1.5 years, and she regarded the process as of
low urgency because the CEO had indicated his desire to step down, and the succession
process was the board’s response to ensure a smooth, eventual transition.

Matthew. “Matthew” is a Caucasian man in his 60s. He served as nominating
committee chair on the board of a public company and specialized in human resources.
He held an MBA. Matthew expressed high familiarity with the committee, and he
considered the process to have low urgency because the CEO had been in the job for
many years and the process was initiated to ensure that a succession strategy was in place

should the CEO step down.

ICRG Participant Profiles

Jeremy. The seventh participant, “Jeremy,” is a Caucasian man in his 60s. He
served as director on the board of a public company and specialized in the areas of
finance and marketing. He held an MBA. Jeremy demonstrated low familiarity with the

CEO succession committee on which he served, with less than 1 year of experience with
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its members. The succession plan he was involved in lasted 6 months, and he considered
the process highly urgent because the sitting CEO had suddenly quit and the company
was in urgent need of a replacement.

Mandy. “Mandy,” a Caucasian woman in her 50s, served as director on the board
and specialized in the area of merchandising. She held a BS. Mandy demonstrated low
familiarity with the committee, with less than 1 year of experience with its members. The
urgent succession plan she was involved in lasted 3 months; the company was struggling
financially, the CEO had been terminated, and the board had the mandate to quickly
recruit and place a new CEO.

Rod. The ninth participant, “Rod,” is an African American man in his 50s. He
earned a JD and had past experience as an in-house general counsel. He served as director
on the board. Rod demonstrated high familiarity with the committee, with several years
of experience with its members. The CEO succession plan he was involved in lasted
more than 1 year and was an urgent process because an interim CEO had been put in
place and the company was in need of a permanent successor.

Harold. “Harold” is a Caucasian man in his 60s. This director on the board
specialized in operations and had studied business a community college. Harold had more
than 2 years of experience with committee members. The succession plan he was
involved in lasted 1 year, and he regarded the process as highly urgent because a board
member (who was a family member) had stepped in temporarily until a committee was
assembled and a permanent replacement for the CEO could be recruited.

Chris. “Chris,” a Caucasian man in his 60s, served as compensation committee

chair on the board and specialized in marketing. He held an MBA. Chris demonstrated
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high familiarity with the committee, with more than 5 years of experience with its
members. The succession plan he was involved in lasted 2 years, and he regarded the
process as of low urgency because this was the board’s first time emulating the best
practices of other large companies. The current CEO had indicated that he wanted to
eventually transition out, and the board formed a committee to be prepared when that
time came.

Hal. The 12th participant, “Hal,” a Caucasian male in his 40s, served as director
on the board. With a BA, he specialized in economics and finance. Hal demonstrated
high familiarity with the committee, which worked together 1 year in a low-urgency
situation: the board wanted to be prepared with a plan that would reflect best practices of
managing succession not as a reaction to an event, but as a preplanned process.

Randy. “Randy,” a Caucasian man in his 50s, served as nominating committee
chair. He specialized in marketing and international relations and held a BS. Randy
expressed high familiarity with the committee, with more than 4 years of experience with
its members. The highly urgent succession plan he was involved in lasted 6 months: it
had been recommended that the current CEO be terminated and replaced as part of the
fiduciary responsibility of the board to the company and its shareholders.

Dick. “Dick” is a Caucasian man in his 60s with an MS. He served as director on
the board, with a specialization in operations. Dick expressed high familiarity with the
committee, with more than 4 years of experience with its members. The succession plan
he was involved in lasted more than 3 years, and he considered the process as having low
urgency because the organization wanted a long-term, disciplined approach to creating a

CEO succession plan in case of an emergency.
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Delores. “Delores,” a Caucasian woman in her 60s, served as director on the
board and specialized in merchandising. She held a BS. Delores demonstrated low
familiarity with the committee, with less than 1 year of experience with its members. The
succession plan she was involved in lasted 3 months, and she regarded the process as
highly urgent because the previous CEO hire was a mistake for the company and a new
board was assembled quickly with the mandate of immediately hiring a new CEO.

Adam. The final participant, referred to under the pseudonym “Adam,” is an
African American man in his 50s with an MBA. He served as director on the board of a
public company and specialized in operations. Adam expressed low familiarity with the
committee, with less than 1 year of experience with its members. The highly urgent
succession plan he was involved in lasted 18 months. It was a fairly volatile situation
because the previous CEO had to be removed. This CEO was highly visible in the
industry and was not cooperative about his termination. The board as a collective felt
they needed to act swiftly as a consolidated group to manage the nuances of the emotion

and public scrutiny.

Summary of CEO Succession Planning Processes

CEOQ succession planning was defined as a documented outline of the strategy and
tactics a board would use in the event of either a planned or unplanned replacement of a
CEO (Lorsch & Khurana, 1999). The 16 participants in this study all participated in
succession planning processes, and consistent with the research of Pfeffer and Davis-
Blake (1986), all of the succession strategies were triggered by a decline in business due
to changing environments. Conditions for the succession and the sense of urgency varied

from low to high urgency. For example, Bob, Earl, David, John, Bianca, Matthew, Chris,
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Hal, and Dick all recounted succession planning processes that were more passive and
reflected less urgency. These plans were generally considered a response to the need for
ensuring proactive long-term governance, versus addressing an immediate solution to a
CEO replacement. Davis stated, “If the CEO was going to be in his current position less
than 5 years, the board wanted to begin to engage in some succession planning, and that
was the case, and so we began that process.” Bianca reinforced the fact that succession
planning had occurred either as a precaution, or because the sitting CEO had indicated he
or she would eventually step out of his or her current role in the organization: “This was a
situation where the CEO had been the CEO for quite a while, was ready to move on.”
Conversely, Jeremy, Mandy, Rod, Harold, Randy, and Delores all expressed a
high sense of urgency in the succession plans in which they were involved. The urgency
was triggered by unexpected downturns in the company’s business or a situation
requiring the removal of the CEO. Jeremy stated, “It was a CEO search because the
sitting CEO quit.” Mandy explained that “the deliverable was to get the CEO hired
quickly because it had been a while, the company was struggling, and we really needed to
move quickly.” For Mandy, Delores, and Jeremy, the urgency was exacerbated by a lack
of familiarity with board members (all of whom had known each other for 3 months or
less when the CEO succession process began). Delores commented that in her case nearly
all board members were changed out and therefore were new to one another: “In a very
unusual situation, this group [the private equity group that had acquired the company]
was able to replace everybody on the board except the chairman of the audit committee—

very unusual.”
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Beyond serving as a mechanism to place a new CEO, the succession process
provided peripheral governance benefits. John stating that the “crisis crystallized us to
really confront some of the hidden issues that we had glossed over and got us to a better
result.” Delores pointed out that by leveraging the expertise of certain board members—
even in a board where directors had little familiarity with one another—the directors
could operationalize themselves around the specialties of others, so that not just one
person was left to carry the load. Regardless of urgency, this study indicated that much
like the perspective shared by Virany, Tushman, and Romanelli (1992), succession

represents complex change and strives to create organizational stability and continuity.

Findings
Overview of Coding and Analysis

This study employed an interpretive design based on how 16 board directors
described the process and characteristics of their CEO succession plans (Merriam, 2009;
Seidman, 2006; Patton, 2002) as expressed through semi-structured interviews and
follow-up (Creswell, 2007). Consistent with the traditions of Creswell (2007), Moustakas
(1994), and Strauss and Corbin (1990), interview transcripts were coded, first by being
culled for text passages from which open codes were highlighted. These words or phrases
were developed into subcodes to further distill the data into labels or tags. Next, axial
codes, which were groups of subcodes reflecting organized patterns, were collapsed into
axial categories. Finally, select codes were created as core categories that could be tied
back to the theoretical construct of TMS. A code book was developed that described each
axial code, which provided the basis for consistency in the interpretation and assignment

of each code. Transcripts were coded and checked by three different researchers to
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provide multi-rater reliability for this study. The final codes are depicted in Appendix H.
A code distribution report was generated for both the FCG and the ICRG, providing a

visual representation of the codes for each group (Appendix I).

Overview of Overall Findings and Their Relation to the Research Questions

As depicted in Table 4.2, both the FCG and the ICRG shared the same key
themes/findings with respect to how they reported the emergence of TMS characteristics,
structures, and processes within their groups—with the exception that a subtheme of the
use of behavioral cues existed for the ICRG and a subtheme of high familiarity existed
for the FCG. Because these were not key themes/findings, but subthemes of key
themes/findings, the data were analyzed as an overall data set, with an explanation of the

two subthemes at the end of the chapter as points of discussion.
Table 4.2

Comparison of Findings in the Individual Committee Representatives Group and the Full
Committee Group

Individual Committee
TMS dimension | Representatives Group Full Committee Group
Antecedents 1. Trust in expertise 1. Trust in expertise
(Subtheme: High familiarity)
2. Respect 2. Respect
Components 3. Unique specialization 3. Unique specialization
4. Reliance on resume 4. Reliance on resume
(Subtheme: Behavior cues)
5. Coordinated effort 5. Coordinated effort
Consequence 6. Knowledge generation 6. Knowledge generation

The overall findings (the FCG and the ICRG combined) that emerged from the
study were related to both the research questions and to the integrative framework of

TMS by Ren and Argote (2011), which considers antecedents, components, and
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consequences of TMS that may influence board groups as they engage in planning and
decision making. Each finding is discussed below.

The overall research question asked: What is the role of TMS in board groups?
Three findings emerged as antecedents to TMS in response to this question:

1. Trust in expertise. Members were conscious that their trust in the expertise of
another led them to rely on the information he or she had.

2. Familiarity. Overall familiarity was based on the amount of time spent with one
another and the depth of shared experiences.

3. Respect. Members showed evidence of esteem, admiration, and regard for other
directors based on an appreciation of their capacity for rational thinking and their

moral and attitudinal characteristics (Joh, 1975).

The first subquestion asked: What characteristics of TMS emerge during CEO
succession planning? Two findings emerged as components of TMS in response to this
question:

4. Unique specialization. Members recognized that certain individuals held or
contributed unique specialized knowledge and/or experience to the committee.

5. Reliance on resume. Members relied upon an individual’s title/resume/past
experience to determine he or she had specific expertise.

The second subquestion inquired: How do structures and processes of TMS
develop? One finding emerged as a component of TMS in response to this question:

6. Coordinated effort. Members experienced well-coordinated committee effort
generating structures and processes that promoted the development of knowledge

stores and knowledge sharing.
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The findings above related to antecedents and components of TMS. A final
finding emerged as a consequence of TMS:
7. Knowledge generation. Members gained new knowledge, insight, and/or

perspective based on the expertise of certain group members.

TMS Finding 1: Trust in Expertise

Trust in expertise is embedded in the axial code category of trust/credibility/
reliance, which refers to encoding and storage of knowledge within the committee and
the perception that this knowledge is credible and reliable. Directors were conscious that
their trust in the expertise of others led them to rely on the knowledge other members
had. Three themes reflected trust in expertise: (1) credibility, (2) enhanced trust, and (3)
reliance.

Credibility. Directors placed substantial credence on the credibility of directors
and the knowledge they brought to bear as committee members throughout the CEO
succession planning process. This credibility resulted from the trust they had based on
their knowledge of the past work experience of other directors, whether it was based on
an understanding of the resume they brought to bear or what was expressed in formal and
informal conversations about experience. Accomplishments of fellow directors were also
factored into determining the credibility of director knowledge, as was the belief that the

knowledge was relevant and accurate:

[He] had a tremendous knowledge of the complexity of a multichannel, global
branded business model, so . . . he was able to bring to the discussion . . . clarity
around what kind of competencies we needed. . . . He was pretty wide open in
terms of not only what was required to operate the business model today but more
importantly to lead that business model in tomorrow’s more competitive market
environment. So he provided a tremendous amount of . . . insight around who,
what type of individual we should be looking for. (Chris, FCG)
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Participants trusted in the experience base of other directors, particularly with
respect to the CEO succession planning process, where there was a perceived risk
associated with making the right decision for the company. In some cases directors on the
committees had not experienced previous succession processes and therefore looked to
others within the committee who could lead the way based on their prior experience and

expertise:

[Name] had experience, having done a lot of these types of transitions to different
jobs. I think [that experience] gave credibility to and a sense of confidence.
(Bianca, FCG)

This is one of the expertises of my, the chairman, . . . having worked a number of
times in the situations not unlike this, that he kind of knew what to do and . . . we
trusted that he did know what to do and it was going to work out. (Earl, FCG)

Enhanced trust. Members of the committee often expressed dependency upon
directors who held specialized functional expertise important to the planning process.
This dependency was most often tied to the relevant past executive experience each
director brought to the committee. For example, by virtue of the relevancy of their
backgrounds, individuals such as attorneys, compensation experts, or private equity

partners could promote enhanced trust based on the value of their specialized capabilities:

We trusted each other, and I think it’s basically our credentials. (Mandy, ICRG)

[Name] is very highly respected in the governance area and so we accorded him
regard and gravitas. (Jeremy, ICRG)

Those people were all the right people and were there for the right reasons, and so
| had tremendous trust in them. (Adam, ICRG)

| think it [trust] was very high in terms of the confidence that the people were
knowledgeable about what they were talking about. (Earl, FCG)
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Reliance. Once specialization of knowledge and credibility was attributed to
specific directors, those directors were relied upon for their expertise. This was
particularly apparent on the board in which Mandy served. All members of the board had
been replaced, along with the CEO of the company. Not only was Mandy a new director
to this board, but this was her first public board experience. The urgency expressed by the
private equity owners to replace the CEO within a 3-month period led Mandy to evaluate
and determine quickly who had governance knowledge and therefore could be a domain
expert. She described a director who was new to the board as well, but had come from a
strong governance background—in fact, this director was an adjunct faculty member
teaching board governance for a prestigious college. Once this was determined, Mandy
recognized her as a domain expert and relied on her exclusively for governance-related

knowledge:

She really knows a lot. . . . I relied on her to tell me . . . what should we be doing,
to making sure that everything was buttoned up, because that was new for me.
(Mandy, ICRG)

Reliance on expertise was also a feature of decision making for several directors
in this study. One in particular served on a board that had determined that hiring a
merchant CEO would be most advantageous to meeting the strategic plan for a
turnaround. There were two directors on the succession committee who, based on their
known resumes, had served as merchants for large recognized retail companies, and both
had progressed to CEO roles as well. The board on which they served was experiencing
an urgent CEO succession situation, and their fellow committee members looked to them
to provide insight and be the final screen in the interviewing and selection process for the

new CEO. “The two merchants were saying that this guy is who we need to hire,” and the
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remaining board members took their counsel and moved forward with the hire. Another

study participant remarked:

Oh, lots of times [pulling on the knowledge of another extensively], because I'm
not a retail expert. . . . [Name] is a consummate marketer, and [name] and [name]
are both consummate retailers. So as we looked, you know, to external candidates,
| was heavily reliant on both of them to understand in . . . more than a superficial
way what kind of expertise and track record the candidates really had and what
they knew and what they’d done. What they’d done was more obvious to me, but
their insight, you know, into retailing, or their insight into marketing—you know,
we had people on the committee who were better judges of that than I. . . . Their
expertise was invaluable. (Matthew, FCG)

A director’s experience and credibility was extended to include others within his
or her network. One study participant described how a director with marketing expertise
introduced a consultant who led the group to change the strategic position of the

company:

So [name] had an outside person that came in . . . that she had used before and she
did a presentation that was so powerful to . . . help us think differently than we
had before. . . . It has really changed how we think about our business. (Bianca,
FCG)

TMS Finding 2: Familiarity

Overall familiarity was based on the amount of time spent with one another and
the depth of shared experiences. There were two themes associated with the finding of
familiarity: longevity of the directors’ relationship with one another and implications of
familiarity.

Longevity. The longevity of board directors working with one another was
mixed. In some cases the committees were completely new to one another, and in some
cases board membership had been stable for many years—with no new members

introduced over the life of the planning process:
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So we found ourselves in a very, new, new board members that had never worked
with each other, the overwhelming majority of whom had never even sat on a
public board. (Delores, ICRG)

| became a board member last fall, and it was a situation where we all came in,
removed the rest of the board, one board member was retained, all the rest of us
were new, and we all came on the board together at the same time. (Mandy,
ICRG)

Extremely [familiar]. [Name] and [Name] . . . were the two most senior members
of the board and had been on the board for more than 15 years. . . . The two newer
members of the committee were [name] and myself, both of which had been on

the board 7 or 8 years. So we had all worked together for a minimum of 7 to 8
years. (Matthew, FCG)

The influence of familiarity. Board directors in this study described differing
levels of familiarity and the implications of familiarity on the CEO succession planning
process. Where there was low or mixed familiarity, directors described experiences
where they spent time evaluating one another’s contributions over the course of the plan
to get a clear indication of expertise that eventually developed trust in certain members as
domain experts. For example, Jeremy described the concern he had about the implication
of low familiarity, which hampered the group’s ability to move seamlessly together
particularly through the interviewing stage with candidates. This lack of familiarity
created a much more cautious atmosphere within the committee and a level of politeness

that hampered progress.

It would have been awfully much nicer if we’d had some 3- or 4-year experience
with one another board members. . . . We probably wouldn’t have been as
polite—and I don’t mean that facetiously, I mean when you don’t know someone
very well, you tend to measure your comments and thoughts, I think. When you
know one another well and you know what you can say and how it would be
perceived, | think you move more quickly and you move more surefootedly.
(Jeremy, ICRG)

Adam described a similar situation on the board in which he served. The CEO

succession process was handled by the entire board and because the familiarity with one
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another was mixed, he described processes of listening to one another to allow the group
the opportunity to get to know one another’s perspectives to gain familiarity. This was
led by the chairman of the board whom Adam considered masterful at generating

feedback from each director over the course of the succession planning process:

You just keep going around the table and let people talk, and then you would get
points of view out that would stimulate a back and forth, and then the next person
would talk, and then you know, what you could hear was where you had
commonality and where you had disagreements. And then it was like: Well, let’s
talk about this disagreement. You’d go around the table and talk about that and it
was a very—it was a great process. (Adam, ICRG)

In Adam’s case, as the succession plan was under way, certain directors were
singled out for their domain expertise. One in particular was a director with expertise in
compensation, which became critical when the board was required to configure a $40
million compensation package for the outgoing CEOQ. This director was respected for her
ability to gather data from outside sources, analyze that data, and present it to the group
for their decision making. She was relied upon for her specialization and judgment as the
sole compensation expert on the board.

The greatest concentration of high degrees of familiarity was reported by the
FCG, whose directors noted a great appreciation for the ease in which the group worked
with one another, to include accessing the knowledge of each expert in the group. There
were, however, drawbacks associated with this group’s high level of familiarity. The
source of the issue for this group was one director (Matthew) who was highly steeped in
human resources practices within large businesses. During the study interview he

presented himself in this way:

Externally I’ve got huge face validity on this stuff. | was at [name] for 15 years
where | was senior vice president of a couple of the biggest business[es] they had
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and then | was 18 years in the chief, human resources job among others at [name],
which was known for organizational excellence and talent development and
continuity at the top. And | was in the National Academy of Human Resources,
which you’re, you know, you’re voted in by your peers, and there’s only about 40
living practitioners in there. (Matthew, FCG)

Matthew was highly familiar to the succession committee because they had all
worked together for a minimum of 5 years and on the CEO succession plan for 1.5 to 2
years. At the beginning of the CEO succession process, the committee members
welcomed Matthew’s expertise because he was perceived to be far more steeped in
human resources processes than the other committee members; in fact, he was known to
be the human resources expert on the committee and was thus looked to for his
specialized expertise. During the course of the succession plan, Matthew engendered the
confidence of the group to the point that they followed his advice even when he
suggested a candidate that was not equipped to take on the role of the CEO. It was after
the candidate did poorly in the interviewing process that committee members began to
question the trust they had placed in his opinions based on their familiarity with Matthew

and his past work:

We had more of the problem of familiarity leading us to trust too much. . . . Well,
people were very aware of the experience level that [name] had in the past of
leading similar process; they were very familiar with his working relationship
both with the search firm and the candidate. So because they were so aware of,
and had so much respect for [name], there was this level . . . of trust that probably
said: I’'m not going to dig as deep ’cause that’s, we already know this guy from
his past. But they didn’t really know, so they didn’t know him as well as they
needed to. (Bob, FCG)

One lesson | took away is . . . to be cautious of familiarity. Familiarity and trust

can lead you to maybe assume too much and not have the real rigor of doing,
asking the hard questions and doing the homework and the research. (Bob, FCG)
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TMS Finding 3: Respect

The conscious personal respect directors had for one another as board and
committee members was evidenced throughout this study. In some cases directors
referred to respect and trust interchangeably, but for the most part they saw them as
separate but mutually supportive characteristics. In this study, respect referred to the
esteem, admiration, and regard members held for other directors based on an appreciation
of their capacity for rational thinking and their moral and attitudinal characteristics (Joh,
1975). Throughout the course of the study, directors were conscious that the respect they
had for one another was like the glue that held the group together.

Characteristics of respect. Directors described respect in several ways. The first
was through a group process that promoted an appreciation for one another. For example,
a director described how even in highly charged conversations, the chairman of the
committee was able to neutralize the process so that everyone was heard. Hal posed a
rhetorical question to provide context for his perspective on how listening to others

perpetuated respect:

So, are people genuinely listening to the conversation and the contributions of
others? So because [when] they listen that means they are tacitly saying: | respect
your opinion. (Hal, ICRG)

Second, they described valuing others’ points of view: “The process of being a
great . . . board member is recognizing there are other members there and their point of

view really counts.”

87



TMS Finding 4: Unique Specialization

Unique specialization for the overall group is housed in the axial code of
specialization/knowledge stock and refers to the process of encoding and storing
knowledge—a shared understanding of who knows what and how members gained that
knowledge. There were two open code themes: (1) recognized specialization—the fact
that individuals or the committee members overall acknowledged the unique
specialization of expertise within their membership; and (2) use of specialization—the
members’ recognition that accessing this knowledge would lead to better CEO succession
planning and overall succession decision-making.

Recognized specialization. Recognizing specialization on the board served as a
precursor to member-expertise associations—critical to the development of TMS.
Directors reported that they recognized that their committees were, for the most part,
quite diverse with respect to the specialization of each director—and the fact that the
specialization was critical to the functioning of the board overall and to the process of
CEO succession planning in particular. Recognized specialization is the general concept
that “folks had specialized knowledge.” For example, a participant stated his recognition
of specialized knowledge in the form of functional expertise and took that one step
further to recognize the use of that expertise by linking it specifically to the CEO

succession planning process:

We’ve got a wonderfully balanced set of functional expertise of the board, so
competencies of the board members run the full gamut of the credentials, I think,
that are critical to support this organization. (Dick, ICRG)

Participants acknowledged the specialization of many board members and noted

that some boards were developed to provide specialization in different areas:
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It was a smaller company that was growing, so when the board was developed,
over time it was: Where do we have holes, needs, and experiences? And that’s
how individuals were really slotted in, to become part of the board, different
people at different times. (Bianca, FCG)

[The] chairman of the comp committee, who . . . was also the CEO of his own
business, had a merchandising background. The other member of the strategic
planning committee was a finance guy who did not have one but whose
experience was primarily almost exclusively at [name], where it has a very strong
merchandising emphasis. (Davis, FCG)

It’s a very eclectic group with very differing strengths, although all of them are

deep in their careers and have lots and lots of board experience and lots and lots
of, been through successions before. (Matthew, FCG)

Use of specialization. Members acknowledged the importance of allowing each
domain of expertise or specialization to emerge and linking that to the end of the

objective of CEO succession planning:

We want all those credentials involved in the succession plan conversation and all
those minds involved in the succession plan conversation. (Dick, ICRG)

There were definitely folks that had specialized knowledge and, | would say, used
that knowledge to help get to the right decision. (Adam, ICRG)

When a director had specialization, others respected it and relied on it:

Some board members’ opinions matter more on certain subjects than others . . .
because that person has had experience in that area that you respect and then a
willingness to participate in a group exercise like that, so that you’re willing to

rely on . . . somebody else’s experience in those areas where you really don’t have
much. (Davis, FCG)

Specialization was also resident in an internal officer who served on the
succession planning committee for the FCG. In this case, Bob was the current CEO of the
company. He had announced his retirement, which was slated to take place within a 2-
year window following the launch of the succession plan. Bob provided very specific

knowledge to the committee on the cultural fit necessary for both the CEO candidate
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profile and for the interviewing and selection process. Earl, who served on the same

committee, confirmed Bob’s expertise:

The CEO obviously had an understanding of his company, the people in it, the
culture of the company. (Earl, FCG)

TMS Finding 5: Reliance on Resume

The finding of reliance on resume is housed under the axial code category of
specialization/knowledge stock. Interpreting and understanding someone’s resume Was a
mechanism from which directors arrived at a shared understanding (perceived or real) of
who knows what and how members gained that knowledge: “First of all, people bring
their resumes, right, . . . and resumes play a role, like it or not, . . . and not only what’s on
a piece of paper but what you’re known for.” This information was derived from an
interpretation of a director’s title, resume, or past experience as a key indicator that he or
she held specific expertise. Embedded within reliance on resume were four open code
themes, or ways by which directors came to understand who knew what. These included
(1) general or surmised knowledge of others’ backgrounds; (2) self-disclosed knowledge;
(3) knowledge of others’ current roles; and (4) exposure to CEO succession.

General or surmised knowledge of others’ background. The most common
way directors described their understanding of other members’ specialized backgrounds
was from a generalized or surmised recollection of current or past roles held by directors.
For example, participants indicated: “I think she was chief information officer, or chief
technology officer.” “He was a former partner of an . . . accounting firm.” “He was a
partner in a law firm.” “The head of the board comes from . . . a finance background.

He’s more of an auditor.” “She came from . . . investment banker [sic].” “She had
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experience in the industry consistent with mine.” “Both [name] and [name] had, you
know, 12 or 15 years of [name] experience. . . . They were more advanced in the strategic
direction and needs of the company.”

Additionally, when directors were not able to be specific about the depth of any
one director’s background, they implied that they could draw conclusions about what
individuals came equipped to contribute based on a generalized understanding of their
background: “This person’s background in finance and accounting, that is, he is a—as
they typically are, is a very process oriented, check-the-box type of individual.” “We
talked to them, we’ve heard their background, you know—we just, we know.”

Particularly for those with less familiarity with one another, inferring expertise or
specialization of knowledge through the behavior of others was an important mechanism
for creating a shared understanding of who knows what and how they came to know it.
Expertise was inferred through others’ behavior, including stature, how they said things,

and the appropriateness of comments:

Your stature and how people accepted you is directly proportional to what you
had to say, how you said it, and you know, how appropriate it was. (Adam, ICRG)

Participants indicated that they “watched” others and learned from their

observations:

He’s a good judge of executive talent, just based on what I’ve seen in the board
room. (Chris, ICRG)

That is primarily the conclusion I draw after 2% years of interaction with him,
again, by listening to his input into the board in total, by watching on an annual
basis now, twice what I’ve seen as he goes through board evaluation and self-
evaluation as a member of the board—it’s by watching. (Dick, ICRG)

First of all she was one of the people who interviewed the candidates, and it
became obvious during that process that (a) she knew what she was doing, and (b)
she was awfully good at it. (Jeremy, ICRG)
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Self-disclosed knowledge. During the course of the study, directors described
ways in which their backgrounds or expertise became known to others through self-
disclosure. During their work together, directors were able to augment what was formally
known about their backgrounds with information that they contributed to the group about
their specific expertise or knowledge base. Self-disclosure emerged as important to
contributing to an understanding of who knew what and how that was known. The

following quote illustrates the theme of self-disclosed knowledge:

Because I’ve probably done more than a thousand searches [laugh], . . . I kind of
know the process, I know how to outsmart the obstacles. . . . I’'m fairly incisive
about it; . . . that’s why I was kind of the, chairing the committee. . . . The times

I’ve been invaluable to the board, . . . it’s with the executive compensation stuff,

which I know better than anyone. . . . | was through three CEO successions at

[name] in my time there. (Matthew, FCG)

Knowledge of others’ current roles. Directors interviewed in this study
frequently recalled general aspects of each other’s lives, but were most clear about the
current role, title, and position within the industry of directors with whom they served.
This often included the company name, title the director held, and what value that had to

the board, as evidenced in the following quote:

The individual is currently a CEO of a public[ly] traded company. That person

also was recently president within a larger conglomerate of [name], the clothing

group, and has, as part of his credentials, has a significant amount of brand

experience. (Dick, ICRG)

Exposure to CEO succession. Based on the nature of this study, where the CEO
succession planning process was essentially the vehicle by which TMS was studied,
directors focused attention on knowledge and expertise specific to past CEO succession

planning events. Therefore, the experience of CEO succession planning was called out as

a primary theme for the overall group in associating expertise with specific directors:
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| led the search committee on a different CEO search, so yes, since then | think
I’ve been involved in four others, so now I’'m Mr. Experience. (John, FCG)

He was a CEO of a division of a publicly traded company. . . . [He] had been
exposed to the process in his parent company. (Chris, ICRG)

[Name], who obviously had a retail background, but also had worked on boards
and CEO successions over the years. (Bianca, FCG)

TMS Finding 6: Coordinated Effort

Coordinated effort falls under the axial code of effective coordination for
knowledge sharing. Data from this study indicated that committee members’ ability to
leverage the specialized expertise of others was facilitated by their ability to develop
systems and processes for coordinating their effort. This included the process by which
they worked together and the ways in which that process facilitated the gathering,
storage, access, and exchange of information resident within the group. Five themes
reflecting coordinated effort emerged: (1) coordinated process, (2) succession-specific
process, (3) coordinated exchange of knowledge, (4) group dynamics, and (5) managing
urgency.

Coordinated process. One theme was the directors’ propensity and ease in
establishing and managing the CEO succession planning through coordinated processes.
Board directors consistently described ways in which they developed the processes by

which they would operate as a group:

She did work hard to bring some process to [name] and the other executives too,
particularly the main executives and, you know, it was all very loose, so she
worked hard to get process around it. (Adam, ICRG)
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In addition, board directors described ways in which the group organized itself to
optimize established planned processes. Reflected within their feedback was evidence of

both traditional planning processes and intuitive processes:

| think it [the committee] functioned very methodically and very purposefully, so
| think we were very clear on what the objective was. And then we worked our
way through . . . the steps of it. (Hal, ICRG)

We just kind of all thought: Okay, you know this is the process, this makes sense,
sounds good—boom, let’s go. (Mandy, ICRG)

Participants described several examples of coordinated processes, such as

agendas, regular calls, and specific questions about issues and concerns:

I’d send out an agenda in advance of what we needed to get done, and we
typically kept the meetings 30 minutes, . . . max, 45, and . . . we largely talked
about what needed to be done inside the company . . . while the search process
was going on. . . . [Name] usually was part of those calls. (Matthew, FCG)

It was very structured in that there were regular calls every 2 weeks. . . . It was
very disciplined in the sense of agendas and discussions and follow-up. (Earl,
FCG)

At the beginning of every meeting, we would go around the table and say: What
are the issues that you’re seeing in general and how might they apply to the
business? And then at the end, we’d go around the table and say: What are the
good things that you saw coming out of this meeting and what are the areas of
your greatest concerns? (Bob, FCG)

Succession-specific process. Feedback from directors indicated that they were
equally facile in applying coordinated processes that enhanced knowledge sharing, the
development of strategy, and in some cases included in the study, the actual execution of
steps necessary to respond to a planned or unplanned change-out of the CEO. Directors
reported on the processes they set in motion, to include determining the transition of the

current CEO and deciding on the best strategy for the board’s involvement in the
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organization to mitigate the risk of disruption and maintain equilibrium during the

transition:

Sitting down and making a decision that we were going to terminate the CEO, . . .
the lead director had already at that point . . . agreed that he was comfortable in
running the office of the CEO for up to 6 months. And so, you know, that gave us
what we thought was a reasonable amount of time to go to the marketand . . .
interview prospective candidates, put someone in place and have a very smooth
transition. . . . (Randy, ICRG)

Directors described the process they took to attach succession plans to business

strategy by considering the requirements and specification of the role:

Initially we would review what we believed to be the requirements of the job . . .
and agree upon the specifications. And then as we moved through a process, we
would be reviewing specific candidates and screening out who we thought were
the most likely candidates and agreeing upon how we were going to interview.
(Earl, FCG)

And importantly, directors indicated their attention to managing the plans, which
often included getting outside support for recruiting, making the final selection of

candidates, and eventually choosing the new CEO:

We just worked our plan, . . . very carefully went out and got a recruiter. We saw
a number of candidates. The process continued to move along as planned. We
made the selection, and we went from there. (Randy, ICRG)

Coordinated exchange of knowledge. One focus of the directors was to
exchange knowledge throughout this process. For example, directors described processes
of determining competitive strategy for the future viability of the business and the
corporate strategy needed to leverage the organization to deliver those strategies (Porter,
1988). They accomplished this by sharing their knowledge of the industry and the impact

of their decisions about CEO succession with respect to meeting market challenges.
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What we thought was the most important for the business at that time and so we
started with that, talking about . . . what were the key attributes that we were
looking for . . . and then bouncing that up against . . . what we thought the strategy
of the business was. And then we, in subsequent meetings, talked through the
various individuals that were recommended by the CEO, and then thought about,
do we agree. (Hal, ICRG)

In addition to market challenges and business considerations, individual directors
gained and shared critical intelligence about specific candidates based on knowledge

garnered through the directors’ networks and/or their personal knowledge of candidates:

There was quite a bit of discussion on the internal candidates and merits and how
to rank them, both from the CEO as well as our own experience. And each one of
us gave our points of view on that, and then we actually observed them over the
next 6 months that we were working with them . . . and then reconvened to make
sure that we still felt comfortable with that conclusion and that nothing had
changed in that regard. (Hal, ICRG)

We went around and we . . . each gave our overview of the strengths and the
weaknesses of each [external] candidate. (Mandy, ICRG)

Part of the process also included sharing personal priorities, which led to a greater

understanding and knowledge of one another over time.

In the process of doing that [sharing perspectives during the course of a meeting],
inevitably you learn more about each other. You learn where the, what the others
are working on, focused on, concerned about. So | think as a practice, just that
open dialogue, sharing of your personal priorities and concerns just leads to
greater knowledge of each other over time. (Bob, FCG)

Consistent with team performance behaviors described by Ren and Argote (2011),

there were also examples of team reflectivity embedded in the process along the way:

The board had somewhat lost confidence in itself and the process that they were
going through and had to do some self-reflection and exposure. Self-reflection on:
Okay, what did we miss, how did we, how do we go forward, do we have the
right search firm? Going through all of that has anybody ever changed direction?
How do we do that? (Bob, FCG)
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Group dynamics. Closely tied to knowledge sharing was the element of group
dynamics and how the group fostered an environment as they worked together that was
conducive to accessing and sharing information. They expressed the importance of

collaboration and consensus building as part of a healthy group dynamic:

There was never any animosity. It really went extremely well—I mean, this board
has come together . . . and is very collaborative. . . . Other than the fact that it’s
brand new and we’re all wanting to . . . do our best to all get along, . . . it’s really
quite amazing how well we’re working together. (Mandy, ICRG)

Frequently in a board’s deliberative process, which is essentially a consensus-
building exercise, there often isn’t a need to try and directly influence something.

It’s just through the consensus building process things take care of themselves.
(Hal, ICRG)

Group dynamics played a role in coming to a “higher truth,” as one participant

explained:

It’s important to have, you know, different points of view—. . .ideally even ones
that seem opposite—because in a good discussion, you know eventually people
get to that higher level of truth that incorporates . . . each of those opposing views
into, you know, a broader awareness or understanding or knowledge that takes
into account both as opposed to just the one wins over the other. (John, FCG)

The influence of urgency. An important TMS antecedent was the influence of
the urgency associated with a planned or unplanned succession challenge. For certain
committees, high-urgency situations presented an important organizational/contextual
input representing acute stress (Ren & Argote, 2011). Nearly half of the directors served
on boards in high-urgency situations, where the CEO was removed from his/her role and
the urgency to find a replacement was acute, and the other half were involved in low-
urgency situations, where committees were formalizing their process as a course of good
corporate governance or where a CEO was planning a protracted transition out of the

business. For example, the FCG operated in a low-urgency situation given that the
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current CEO intended to retire within a year or two of the succession plan. This group

had the “luxury of time” and the opportunity to work with the current CEO:

We had the luxury of time because the business was rebounding nicely and on a
great trajectory. We had an experienced CEO who we liked and trusted and even
though we concluded it was time for him to move on, he was an ultra-high
integrity person, and we knew we could work very closely with him, so we
allowed ourselves 12 months to do the search. (Matthew, FCG)

High-urgency committees in the study described CEO succession plans that were
triggered by critical events such as a downturn in business or a crisis with the current
CEO that required an immediate action: “It was caused by . . . a recommendation that we
terminate the CEO.” Delores faced a situation in which a failing company was acquired,
the CEO and all original board directors were removed, and a new board was established.
The new board’s mandate was to locate a new CEO within 90 days.

There was an expressed difference between how the CEO succession planning
process was managed based on urgency, but there was no indication in the study that
urgency had a negative impact on the process. Rather, urgency simply changed the

context of the process and required the directors to work in a focused way:

In my own experience, . . . that sense of urgency, that necessity to do something,
provides an unbelievable focus that allows people to . . . stay in the moment and
you . . . make decisions . . . much more quickly than we did if it was just a normal
succession planning process . . . over 6 months. . . . The communication sharing

would have certainly not been as intense. . . . ’'m not sure that . . . we would’ve
worked as hard to solve the problem, you know, as quickly as we did. (Randy,
ICRG)

Even in the most urgent CEO succession situations, though, directors were wary

of moving too quickly or compromising the end result by mismanaging urgency:

In many situations you’re trying to quickly exchange information and get to a
decision and agree on a decision and move forward. And in this instance, again,
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given the magnitude of, and the importance of it, I don’t think that that was
necessarily any of our beliefs that that was something to do quickly. (Hal, ICRG)

TMS Finding 7: Knowledge Generation

Participants in this study described ways in which they gained new insight or

knowledge based on the expertise of certain group members. Davis explained:

You say something that causes me to think of something else, so | say something
which causes somebody else to take what both of us said and come up with still
something else. That’s where the new knowledge is created, or that’s where the
better solution, or the better approach or response to a situation, that’s how it
emerges. (Davis, FCG)

In addition, the interview data suggested that knowledge was routinely
reconfigured through the TMS process. This happened most often when new knowledge
(for example, firsthand knowledge a director offered to others about a specific candidate)
resulted in input that changed perspectives or a reconfiguration of original thought or

knowledge.

If you think about the CEO’s succession process, you’re looking at candidates,
you’re saying: Okay, I have an impression of this person, and I’ve seen this
person here, here, and there. And you’ll have other people who have seen the
person in A, B, and C context, but other people have seen them in D, E, and F
context and then X, Y, and Z context. And so when you hear the context which
other people have seen the candidates, you have to factor that in. You say: Okay, |
haven’t seen this person 360 degrees of perspective, for 365 days a year; | have to
lean on these people. (Rod, ICRG)

| think that that allowed us to piece together a more holistic viewpoint on them,
which I’d say we all then internalized. (Hal, ICRG)

Summary

Table 4.3 summarizes the findings and their themes in relation to both the

research questions and the dimensions of TMS.
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Table 4.3

Summary of Findings in Relation to Research Questions and Dimensions of TMS

Research Key dimensions
guestions of TMS Central findings
What is the Antecedents 1. Trust in expertise. Members were conscious that their
role of TMS trust in the expertise of another led them to rely on
. Team-level . .
in board inouts: information he or she had.
groups? 1 pGoa] inter- la. Credibility: Directors placed credence on the
' credibility of directors and the knowledge they
dependence .
brought to bear on the CEO succession plan.
2. Team i
e 1b. Enhanced trust: Directors promoted enhanced trust
familiarity . L .
3 Shared ba_sed on the value (_)f_ t_helr specialized functional
' . skill sets and capabilities.
experiences : . L
. 1c. Reliance: Once specialization of knowledge and
4. Communica- Lo . - -
tions credibility was established and attributed to specific
directors, the committee began to defer to those
Organizational / members.
contextual inputs: | 5 Familiarity. Overall familiarity was based on the
1. Acute stress amount of time spent with one another and the depth of
(urgency) shared experiences.
2a. Longevity
2b. Influence of familiarity
. Respect. Members expressed personal respect based on
esteem, admiration, and regard held for other directors
based on an appreciation of their capacity for rational
thinking and their moral and attitudinal characteristics.
3a. Characteristics of respect: group process, effective
listening, inclusion of all points of view.
What Components . Unique specialization. Members recognized that certain
characteristics individuals held/contributed unique specialized
of TMS Team knowledge knowledge/experience to the committee.

emerge during
CEO
succession
planning?

stock:

1. Depth of
knowledge

2. Breadth of
knowledge

3. Knowledge of
who knows
what

4a. Recognized specialization: Directors recognized the
diversity of specialization on their boards.

4b. Use of specialization: Directors recognized the
importance of utilizing the specialization of their
boards.

. Reliance on resume. Members relied upon an

individual’s title/resume/past experience to determine

that he or she had specific expertise.

Sa. General or surmised knowledge of the other’s
background

5h. Self-disclosed knowledge

Sc. Knowledge of others’ current roles

5d. Exposure to CEO succession
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Table 4.3 (continued)

Research Key dimensions
guestions of TMS Central findings
How do 6. Coordinated effort. Members experienced well-
structures and coordinated committee effort generating structures and
processes of processes that promoted the development of knowledge
TMS develop? stores and knowledge sharing.
6a. Coordinated process
6b. Succession-specific process
6¢. Coordinated exchange of knowledge
6d. Group dynamics, which lent themselves to accessing
and sharing knowledge
6e. Influence of urgency, a factor that was critical to
balance with effectiveness of the plan
Consequences . New knowledge generation. Members gained new
Team knowledge, insight or perspective based on the expertise
performance of certain group members.
behaviors:
1. Individual
learning
2. Knowledge
reconfiguration
3. Knowledge
generation

Differences Between the FCG and the ICRG

The FCG and the ICRG shared the same findings around the emergence of TMS

characteristics, structures, and processes within their groups; therefore, all findings reflect

the overall group. There were two exceptions with respect to subthemes: the use of

behavioral cues, which existed for the ICRG, and high familiarity, which existed for the

FCG, as depicted on Table 4.2. A discussion about these two subthemes follows.

Familiarity

The first area of difference was the level of familiarity. Group members in the

FCG had worked together for over 5 years, and over 1.5 years of that time were dedicated
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to the CEO succession plan without disruption to either the objective or to their team

membership. This group consistently expressed a high level of familiarity:

Let’s just say more than 5 years, certainly maybe as long as 10 years. All of them
were from [location]. . . . Each of them had been on the board for I think 5 years
or longer. (Davis, FCG)

All three of those people, plus another board member, had in fact been part of the
search committee that screened potential CEO candidates and in fact
recommended to the board the candidate that [is the] current CEO. (Davis, FCG)

This is, was a group of people, directors who have worked together for quite some
time, some of them more than a dozen years, as directors of the company.
Probably the most junior member of that group would have been a member for 7
or 8 years. (Earl, FCG)

Extremely, extremely [familiar]; [name] and [name] were the two most senior

members of the board and had been on the board for more than 15 years.
(Matthew, FCG)

In contrast, familiarity among the ICRG was mixed, with about half of the

committees having members known to one another:

Well, [name] and | were brand new. [Name] had been on 2 to 3 years before us;
[name] had been on for a while; [name] had been on—so it was [laugh], it was a
mixture. (Adam, ICRG)

It was a situation where we all came in, removed the rest of the board, one board

member was retained, all the rest of us were new, and we all came on the board
together at the same time. (Mandy, ICRG)

They did not know each other, so the three of us really didn’t know each other.
(Mandy, ICRG)

Behavioral Cues
The second area of difference was that the ICRG relied more heavily than the
FCG on reading behavioral cues as indicators of knowledge specialization. This is

consistent with Ren and Argote’s (2011) integrated framework of key dimensions of

TMS, where behavioral indicators help determine both knowledge specialization (who
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specializes in specific domain knowledge) and credibility (the trust level for one
another’s expertise). In this case, the ICRG reported that reading behavioral cues aided in
determining knowledge specialization—providing new data points or reinforcing what

directors already knew about the specialized knowledge of another.

That is primarily the conclusion | draw after 2% years of interaction with him—
again, by listening to his input into the board in total, by watching on an annual
basis now, twice what I’ve seen as he goes through board evaluation and self-
evaluation as a member of the board: it’s by watching. (Dick, ICRG)

First of all, she was one of the people who interviewed the candidates, and it
became obvious during that process that (A) she knew what she was doing and
(B) that she was awfully good at it. (Jeremy, ICRG)

Your stature and how people accepted you is directly proportional to what you
had to say, how you said it, and, you know, how appropriate it was. (Adam,
ICRG)

A component of familiarity was directed search (directing a request for specific
information to a specific director) and elicitation search (eliciting information by asking
any/all group members to volunteer and exchange their knowledge during the course of
the planning process). The ICRG used directed search slightly less than they used
elicitation search. The FCG used elicitation search more frequently. This was an
interesting finding given that as a TMS develops, members develop their knowledge
structures and processes of accessing, retrieving, and sharing knowledge. Working
together on a task further strengthens the group’s identification and development of
member-expertise associations (Lewis, 2004). Based on this, it would be reasonable to
expect the FCG, whose members were more familiar with one another, to have had better
developed knowledge structures and processes that would have resulted in more directed
search (accessing the domain expert with known specialization). Instead, this group

tended toward the use of elicitation search, indicating a weaker link between familiarity
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and member-expertise associations. Other variables at play may have resulted in the
propensity to use elicitation search even in light of high familiarity. Unlike most of the
groups that experienced urgency and stress associated with the CEO succession planning
process, the FCG experienced low urgency because the CEO had agreed to remain in
place until a replacement could be named. The lack of urgency contributed to protracting
the planning process to well over 1.5 years. | surmise in this case that the lower urgency
led to the group being more open and consensus driven. Eliciting behavior may have
demonstrated courtesy, whereas directive behavior may have been interpreted as creating
a burden for any one member of the group. While other characteristics of TMS were
resident and operating in the FCG, such as recognition of specialization and coordination,
the group was circumventing an important characteristic of TMS—retrieval of
information from members with known specialization—therefore minimizing the full

benefit of TMS in the group process.

Chapter Summary

The data that emerged through interviews and a robust four-part coding process
demonstrated seven findings: (1) trust in expertise, (2) familiarity, (3) respect, (4) unique
specialization, (5) reliance on resume, (6) coordinated effort, and (7) new knowledge
generation. Additional data emerged as well, with two differences between the ICRG and
the FCG. These findings are linked to theory in chapter 5, where | draw conclusions and

discuss implications for practice and research.
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CHAPTER 5:

CONCLUSIONS AND RECOMMENDATIONS

This chapter links findings to theory to draw conclusions that enhance our
understanding of the role of transactive memory systems (TMS) in board of director
groups engaged in chief executive officer (CEO) succession planning. Significant theory
and research on TMS has developed over time—from the cognitive division of labor in
intimate couples (Wegner, 1987; Wegner et al., 1985) to laboratory-based task groups
(Liang et al., 1995) to knowledge workers (He et al., 2007; Lewis, 2004) and top
management teams (Rau, 2005). Advancing our understanding of the role and emergence
of TMS in board groups would shed light on how specialized knowledge and knowledge
sharing contributes to effective planning, coordination, and response as these board
groups address their overall fiduciary obligation to shareholders. This study examined
how board groups create a cognitive division of labor as they gather, store, and retrieve
critical knowledge within the group. It considered both team knowledge structures of
TMS and process components of encoding, storing, and retrieving knowledge (Ren &
Argote, 2011). The study was not intended to measure the effectiveness of CEO
succession plans; rather, the CEO succession planning process was the context from
which to determine the extent to which structures and processes of TMS emerged and
were developed.

The study findings confirmed that there is a relationship between structures and
processes of TMS and CEO succession planning in the context of board groups (Figure

5.1). The data supported the presence of some but not all of the characteristics of TMS
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presented in Ren and Argote’s (2011) metaanalysis and categorization of antecedents,

components, and consequences of TMS, as discussed in this chapter.

Board Groups

Transactive
Memory :> 3SuScEegsion
Systems

Antecedents Consequences

Components

RQ: What is the role of
transactive memory
systems in Board groups as
they engage in CEO
succession planning?

Figure 5.1. Conceptual framework.

This chapter presents the study’s six conclusions, implications for practice, limita-
tions of the study, recommendations for future research, and a summary of the study.
Conclusions

This section outlines the overall conclusions and how they were derived. Based on
study findings, Table 5.1 indicates the research question; key dimensions associated with

antecedents, components, and consequences of TMS; findings; and study conclusions.
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Table 5.1

Summary of Research Questions, Key Dimensions of TMS, Findings, and Conclusions

Research Key dimensions
guestions of TMS Central findings: Conclusions
What is the Antecedents 1. Trust in expertise. Members were 1. The TMS
role of TMS in Team-level conscious that their trust in the dimension of
board groups? inputs: expertise of another led them to rely reliance on others’
. Goail inter- on mforr_na}t!on he_or she had. specialization
dependence la. Credibility: Dwectors_p_la_ced serves to meet the
credence on the credibility of challenges of
¢ Teaf". . directors and the knowledge they bounded
familiarity brought to bear on the CEO rationality in
e Shared

experiences
e Communica-
tions

Organizational/

succession plan.

1b. Trust: Trust was enhanced by
directors’ perception of others’
past experience.

1c. Reliance: Once specialization of

board groups.

2. High familiarity
can enhance trust,
but if
overemphasized

gontextual kno_wledge and cr_e_dlbl_llty was negatively affects
inputs: attributed to specific directors, the the reliability of
e Acute stress committee began to defer to those specialized
(urgency) r.n.em.bers. o expertise.
2. Familiarity. Overall familiarity was
based on the amount of time spent 3. Personal respect
with one another and the depth of and trust in the
shared experiences. expertise of others
2a. Longevity affects receptivity
2b. Influence of familiarity to defer to others’
specialized
3. Respect. Members expressed personal .
L expertise.
respect based on esteem, admiration,
and regard held for other directors
based on an appreciation of their
capacity for rational thinking and their
moral and attitudinal characteristics.
3a. Characteristics of respect: group
process, effective listening,
inclusion of all points of view.
What Components 4. Unique specialization. Members 4. A director’s
characteristics Team knowledge recognized that certain individuals publicly known
of TMS g held/contributed unique specialized resume is the

emerge during
CEO
succession
planning?

stock:

¢ Depth of
knowledge

e Breadth of
knowledge

e Knowledge of
who knows
what

knowledge/experience to the

committee.

4a. Recognized specialization:
Directors recognized the diversity
of specialization on their boards.

4b. Use of specialization: Directors
recognized the importance of
utilizing the specialization of their
boards.

primary
determinant of
specialization.
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Table 5.1 (continued)

Research Key dimensions
guestions of TMS Central findings: Conclusions
What 5. Reliance on resume. Members relied | 5. Board structures
characteristics upon an individual’s title/resume/past (the knowledge
of TMS experience to determine that he or she stock of the
emerge during had specific expertise. group) and
CEO 5a. General or surmised knowledge of processes
succession the other’s background (transactive
planning? 5b. Self-disclosed knowledge processes of
(continued) 5c. Knowledge of others’ current roles encoding, storing,
5d. Exposure to CEO succession and accessing
How do . Coordinated effort. Members knowledge)
structures and experienced well-coordinated facilitate the
processes of committee effort generating structures continual
TMS develop? and processes that promoted the refinement of
development of knowledge stores and member-expertise
6a. Coordinated process conscious
6b. Succession-specific process development of
6¢. Coordinated exchange of knowledge
knowledge sharing.
6d. Group dynamics, which lent
themselves to accessing and
sharing knowledge
6e. Influence of urgency, a factor that
was critical to balance with
effectiveness of the plan
Consequences . New knowledge generation. . Knowledge
Team Members gained new knowledge, sharing affects
performance insight, or perspective based on the knowledge
behaviors: expertise of certain group members. reconfiguration
o Knowledge and/or new
reconfigura- knowledge

tion
e Knowledge
generation

generation in
board groups.

Conclusion 1: The TMS dimension of reliance on others’ specialization serves to

meet the challenges of bounded rationality in board groups.

Conclusion 1 addresses the research question: What is the role of TMS in board

groups? Central to the concept of bounded rationality is the theory that every person has

cognitive and processing limitations (Simon, 1997), which reinforces the perspective of
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Payne et al. (2009) about the critical impact of director knowledge and the ability to
process information to address the complexity of board planning and decision making. In
this CEO succession study, directors recognized that they could not gather all of the
internal and external data points to process large volumes of business information, nor
have the knowledge, memory activation, processing, and communication skills to
individually handle all aspects of the CEO succession planning process from start to
finish. The theory of bounded rationality asserts that individuals are rational agents
limited by the time, energy, and resources necessary to make all decisions independently.
To adapt, corporate boards act as governance mechanisms that deal with bounded
rationality by amassing the input of all directors who bring a variety of knowledge and
skills into play (Bainbridge, 2002). Multiple perspectives and a division of cognitive
labor (Bazerman & Moore, 2009; Cutting & Kouzmin, 2002) were described by
participants in the study as critical to the process of navigating CEO succession planning.
Findings in this study are also consistent with literature about the preference for
group decision making (Blinder & Morgan, 2000; Hill, 1982; Hiltz et al., 1986),
especially for knowledge-intensive tasks—in this case, CEO succession planning. Given
this, and the concept of bounded rationality, the requirements of complex decision
making exceed the capacity of any one individual, so decision making that accesses and
leverages the collective knowledge of the group was preferred. Participants in this study
recognized that groups have access to a broader range of information and knowledge than
individuals (van Ginkel & van Knippenberg, 2008). These findings are consistent with

Rico, Sanchez-Manzanares, Gil, and Gibson’s (2008) research on team-level knowledge
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structures and the value of accessing all members of the committee for their knowledge
input.

Literature suggests that based on the concept of bounded rationality (Simon,
1997), facilitating expertise recognition through a division of cognitive labor such as
TMS leads to better group outcomes (Kanawattanachai & Yoo, 2007; Ren, Carley, &
Argote, 2006). In the case of boards engaged in CEO succession, study participants
understood the importance of having a division of cognitive labor and expressed an
appreciation for knowledge specialization.

Spanning the governance and TMS literature, there are patterns and connections
between the two, particularly around interdependence. Throughout this study, committee
members exhibited a strong psychological interdependence, similar to that described by
Forbes and Milliken (1999), reflecting an exchange of information, evaluation of
alternatives, and effective decision making; that of Wegner et al. (1985) on
interdependence in close relationships; and later research of Hollingshead (2001) on
interdependence in groups. This CEO succession study indicates that cognitive
interdependence develops over time as board members recognize and are exposed to one
another’s domains of specialization and dependency on one another to gather, store, and
utilize knowledge. As asserted by one such study participant, “’You count on committee
members to gain knowledge over time that . . . makes them experts.”

Additional evidence in this study supports the notion of goal interdependency
(Zhang, Hempel, Han, & Tjosvold, 2007), which emphasizes in this case that directors
believe they need one another to accomplish the overall goal. Executives in this study

expressed being bounded by time and knowledge and as such exhibited levels of
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interdependence in the sharing of specialized expertise. This led to the conclusion that the
TMS dimension of reliance on others’ specialization serves to meet the challenges of
bounded rationality in board groups and thus is a primary dimension in the role of TMS

in board groups.

Conclusion 2: High familiarity can enhance trust, but if overemphasized negatively

affects the reliability of specialized expertise.

Findings of this study indicate that familiarity facilitates the emergence of TMS
and the board’s perception of reliability of specialized expertise. For the purpose of this
study, familiarity is defined as overall familiarity resulting from prior shared experiences
of directors. In this study, high levels of familiarity enhanced trust in the expertise of
others. The deeper and the more emotional the experience was with one another, the
greater the familiarity. Conversely, when familiarity and shared experiences are low,
specialized expertise may go unrecognized or be suppressed.

As described previously, one of the main differences between the Full Committee
Group (FCG) and the Individual Committee Representatives Group (ICRG) was the level
of familiarity they shared with their fellow directors. While there was mixed familiarity
in the ICRG, the FCG comprised six directors who served on the same board together for
at least 7 years and had worked with one another from start to finish on the CEO
succession plan for approximately 2 of those years; thus, they were considered highly
familiar with one another, with a clear understanding and appreciation for expertise
location. This high familiarity in the FCG resulted in members’ trust in the reliability of
each other’s specialized expertise. Familiarity is an important attribute of TMS because it

can increase the awareness of where expertise resides (He et al., 2007; Lewis, 2004),
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which can enhance the emergence of TMS. Similar to Lewis’ (2004) study of MBA
consulting teams, directors in the FCG had distinctly unique specializations and thus
initially distributed expertise, which fostered their ability to create the kind of cognitive
interdependence that is a precursor to TMS (Hollingshead & Brandon, 2003). This was
further strengthened by a high level of familiarity due to their work together prior to the
CEO succession planning process. Forbes and Milliken (1999) posited that director
tenure with one another plays an important part in board functioning because the longer
directors serve with one another, the more firm-specific skills they acquire. In addition,
longevity increases cohesion, which facilitates better use of knowledge and skills.
However, they warned that tenure can also reduce the dissent or conflict on a board,
thereby diminishing the likelihood of diverse or opposing perspectives.

This study indicated that while the lack of overlapping expertise was useful in
promoting a clear division of cognitive labor in many cases, a surprising conclusion of
this study emerged from the FCG. High levels of familiarity can enhance trust, but if
familiarity is overemphasized it can cause a level of misattribution of expertise. Here,
participants described their dependency upon a board member’s knowledge of a specific
candidate’s background and performance history that turned out not to be credible, thus
diminishing the reliability of that board member’s specialized expertise. Committee
members reported that their familiarity with the board member and his specialized

expertise led them to a poor decision that could have put the organization at risk.
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Conclusion 3: Personal respect and trust in the expertise of others affects receptivity

to defer to others’ specialized expertise.

According to Lewis (2003), “The existence of a TMS causes members to develop
specialized knowledge, to trust and rely on others’ expertise, and to integrate knowledge
in a coordinated, efficient fashion” (p. 590). Further, credibility is important in creating a
differentiated (distributed) memory system. Specifically, a member needs to trust that
other members will be responsible for knowledge that he or she doesn’t have. Trusting in
that, a member can focus on developing deeper expertise in a particular area (K. Lewis,
personal communication, September 3, 2012).

For the purposes of this study, trust is defined as a group member’s belief in
someone’s expertise—that is, his or her knowledge, skills, insight, and ability—and
belief that his or her actions will be favorably motivated to serve the best interests of the
group (Rau, 2005; Robinson, 1996). Based on findings from this study, structures and
processes of TMS are underpinned with trust in the expertise of others. Trust, as an
antecedent to TMS (Akgln et al., 2005), emerged as participants described their
committees and the dynamics that governed their structures (knowledge content) and
processes (encoding and the way in which knowledge content is stored and retrieved).
This CEO succession study suggests that directors trusted and relied upon one another’s
expertise.

In addition to the emergence of trust, directors routinely mentioned levels of
personal respect they had for one another as board and committee members. In contrast to
trust in expertise, personal respect is defined as the level of esteem, admiration, and

regard members held for other directors based on an appreciation of their capacity for
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rational thinking and their moral and attitudinal characteristics (Joh, 1975). In many
instances, directors referred to trust and respect interchangeably, but for the most part
they viewed them as separate but mutually supportive characteristics. In this study,
personal respect was described like a glue that held the group together. Regard for
expertise, on the other hand, was generally associated with trust in expertise, which is
relevant in the emergence of TMS because of the importance of not only recognizing
expertise and knowledge specialization, but relying upon it to leverage the collective
group knowledge stock. A conclusion of this study, then, is that personal respect and trust

in the expertise of others affects receptivity to defer to others’ specialized expertise.

Conclusion 4: A director’s publicly known resume is the primary determinant of

specialization.

Resume refers not necessarily to a director’s actual curriculum vita or documented
resume, but to the real or perceived understanding of specialized expertise based on what
someone has accomplished through his or her known work and life experience to include
job roles, titles, certifications, and achievements. Directors in this study indicated that
their understanding of one another’s expertise developed informally over time. Contrary
to the argument that perceptions may be formed early on through crude observations such
as gender (Brandon & Hollingshead, 2004), directors reported that their impressions were
based overwhelmingly on public or personal knowledge about each director. That
knowledge was later augmented—similar to Brandon and Hollingshead’s notion—
through a validation process (primarily inferred from behavior observed within the board

group or committee) that established sharedness (the degree of agreement to the
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specialization structure) and accuracy (the degree to which the specialization structure
was perceived to be true).

The data showed that directors become familiar with the resume of another in four
ways. The first was general or surmised knowledge of others’ background. The second
was through directors self-disclosing their resumes; the third, through knowledge of
others’ most current role or title; and the fourth, through their prior exposure shared
during the course of the CEO succession plan.

Relying on an understanding of the resume of another to determine specialized
knowledge within the group might imply that all members of the group were facile in
their ability to cite actual experiences associated with the resume of another—but, in fact,
that was not always the case. Most feedback from directors about another’s resume was
based on conjecture, with many able to report back only partial information on the actual
company a director had come from, titles he or she held, or accomplishments along the
way. When directors were not able to be specific about the depth of any one director’s
background, they implied that they could draw conclusions about what individuals came
equipped to contribute based on a generalized understanding of their background.

Outside of the use of behavioral cues to update, there was little evidence of formal
communication that updated directors on each other’s expertise either beyond the initial
interview process prior to standing for election or through the orientation and acclimation
process. Ren and Argote (2011) pointed out the importance of the acquisition of new
knowledge and methods by which members share that information with others. They
asserted that this is challenging, particularly given potential geographic differences,

which in the case of boards is a reality. Directors meet face-to-face an average of 176
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hours per year (Light & Pushor, 2002), roughly equivalent to 22 days per year. This
represents a very limited amount of time together to fortify the understanding of the
group’s knowledge stock, which is essential to accomplishing the highest level of
planning and decision making required to meet a director’s responsibility to shareholders.
A hallmark of TMS is the recognition of specialized knowledge and the ability of
members to be responsible for a cognitive division of labor in gathering, assigning,
utilizing, and updating domains of knowledge to benefit the group as a whole. It is worth
noting, then, that if board directors are not optimizing their ability to understand the
deepest nature of what each member specializes in—exacerbated by the lack of face-to-
face time—the ability for them to perpetuate a healthy TMS could be greatly diminished.
The fact that study participants were able to recognize specialized knowledge and
where it resides by virtue of their perception of a director’s resume is in itself an indicator
that there was some degree of TMS at play in board committees participating in CEO
succession planning. This study indicates that a director’s publicly known resume is the

primary determinant of specialization in board groups.

Conclusion 5: Board structures (the knowledge stock of the group) and processes
(transactive processes of encoding, storing, and accessing knowledge) facilitate the
continual refinement of member-expertise associations and conscious development

of knowledge sharing.

Coordinated effort on the part of directors included effective group processes and
coordination for knowledge sharing. Universally, study participants indicated that not
only did they value a coordinated process, but they found it critical to managing CEO

succession planning as a committee. It can be surmised that by the time a director is
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elected to a public board, his or her organization and coordination skills are finely tuned;
thus, most directors are simply replicating best practice coordination skills. While there
was no evidence that supports the notion that board members organized themselves
directly around the specific objective of refining member-expertise association through
knowledge sharing, the latter did occur based on the employ of systematic and
methodical approaches to coordinating their efforts. These approaches included their
ability to recognize specialization and to store, update, and retrieve knowledge, which
occurred as a byproduct of their organizing and task processes. Directors benefited from
stable group membership (Moreland, 1999; Lewis et al., 2007), which allowed for more
streamlined coordination based on shared understanding of the members, task, and
processes within the group.

Directors developed coordination in facilitating the management of succession-
specific processes, such as determining the turnaround needs of the organization and
developing processes and steps to meet succession objectives. They established
mechanisms for determining candidate origins, interview processes, evaluation, and
selection of CEO successors (Lorsch & Khurana, 1999). Committees generally started the
process by developing candidate profiles, following steps of strategic planning (Porter,
1988), and outlining the understanding of the competitive landscape necessary to affect
significant change. This is consistent with Zhang’s (2008) assertion that clarity around
the strategy for turnaround or for growth is a critical starting point for determining the
right CEO characteristics for effective succession.

Directors often chose outside search firms to support their effort or made the

choice to manage the process internally. They designated committee leadership in cases
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where the head of the nominating committee was not involved. They established regular
meeting schedules and protocols so that meetings were run consistently and efficiently.

While frequency of communication, particularly in the planning stages of team
operations, has a positive correlation with TMS emergence (Lewis, 2004), board directors
spent only a cursory amount of time communicating in the preliminary planning stages of
the succession process (setting up procedures for how they would go about the task). The
lack of frequency of communication in the early planning stages can be attributed to
directors’ past experience working with one another or coming equipped with best
practices that allowed for setting a quick course and moving quickly to execution.

As long as the planning process was proving to be productive, board members did
not typically take time to evaluate and recalibrate their approach. When met with
complications, however, board members exhibited increased frequency of reflexivity, as
they considered their overall goals and approach for achieving the desired outcome (Ren
& Argote, 2011).

Directors used three sources from which they vetted candidates: (1) the insider, a
candidate who currently worked within the organization and was often actively groomed
for the role of CEO (Ocasio, 1999); (2) the outsider, an external candidate from within or
beyond the industry (Kesner & Sebora, 1994); and (3) a board director, a candidate
residing on the current board of directors who had the capabilities and competitive
expertise to lead the organization (Schnatterly & Johnson, 2008).

Directors coordinated the exchange of knowledge based on specific members’
domain expertise. For example, directors relied on one another for specialized subject

matter expertise around functional issues, industry trends, market challenges, as well as
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insider knowledge of internal and external candidates under consideration when the CEO
succession had been triggered. Board directors consciously managed the group dynamic
to create a supportive environment for gathering, accessing, and sharing and updating
information. They used highly collaborative dynamics with consensus-building behaviors
and displayed little animosity.

Huse (2007) posited that the main predictors of board performance are
communication and the ability to share information. Consistent with studies on the effects
of face-to-face communication in the development of TMS—specifically Hollingshead’s
(1998Db) research on couples in relationships and Lewis’ (2004) study of knowledge
workers—directors believed that the method of communication within the committee
mattered. Face-to-face communication was the preferred method of communication to
promote knowledge sharing. Directors valued the ability to read nonverbal cues, which is
tied to enhanced knowledge sharing (Hollingshead, 1998b).

When face-to-face communication was not possible, telephonic communication
was the next most preferred method. Electronic communication (e-mail specifically) was
not preferred and was universally considered the least preferred method due to the desire
to mitigate the risk of a paper trail associated with board decision making. Email was also
less desirable due to inconsistencies in directors’ timeliness in reading and responding to
e-mail.

Overall, directors utilized well-coordinated efforts to meet task requirements,
foster communication, and continually update their knowledge stock. This led to the
conclusion that board structures and processes facilitate the continual refinement of

member-expertise associations and conscious development of knowledge sharing.
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Conclusion 6: Knowledge sharing affects knowledge reconfiguration and/or new

knowledge generation in board groups.

There are interesting parallels between this study’s findings and Argote and Ren’s
(2012) assertion that organizational TMS can be leveraged as a source of knowledge
generation to gain competitive capacity. Directors routinely recounted their dependence
upon the knowledge of others to stimulate new insight, perspective, or new knowledge.
This coincides with early research on the power of integrative memory, which was first
described as individuals’ ability to combine memory items, thus increasing their overall
power of recollection (Hayes-Roth & Thorndyke, 1979), then later complemented by
research from Lewis and Herndon (2011), in which they described transactive processes
that yield knowledge links within the group that when combined can lead to the
generation of new knowledge. In this CEO succession study, it was evident that
combining and integrating knowledge led to better solutions.

In addition, directors suggested that knowledge was routinely reconfigured
through the TMS process. Wegner (1987) stated, “When one member retrieves one item
whereas a second member retrieves something quite different . . . the two items add up to
yet a third idea” (p. 196). This occurred most often when new knowledge (for example,
firsthand knowledge a director offered to others about a specific candidate) resulted in
input that changed perspectives or a reconfiguration of original thought or knowledge.
Ren and Argote’s (2011) TMS consequences include team performance behaviors (team
learning, team creativity, and team reflexivity), which take into account knowledge

generation and knowledge reconfiguration represented in the CEO succession study. This
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led to the conclusion that knowledge sharing affects knowledge reconfiguration and/or

new knowledge generation in board groups.

Conclusions and the TMS Integrated Framework

Ren and Argote (2011, p. 196) presented a framework for their article that
represents a classic input-process-output (IPO) model. This framework provided a
theoretical architecture from which they visually arrayed results from their study of 76
articles published on TMS between 1985 and 2010. Figure 5.2 represents the original Ren
and Argote framework, with shaded areas indicating aspects of TMS that were present or
emerged during the course of my study. Dashed lines represent aspects unique to the
study that were not represented in Ren and Argote’s original framework, but that were
relevant to three of the key dimensions of TMS: antecedents, components, and
consequences. TMS antecedents present in the study results and matching the framework
included task interdependence, team familiarity, shared experiences, and communication.
TMS components present in the study results and matching the framework were team
knowledge stock, knowledge of who knows what, and TMS behavioral indicators. TMS
consequences present in the study results, but not represented on the framework, were

individual learning, knowledge generation, and knowledge reconfiguration.

121



Transactive Memory Systems - an Integrated Framework of Key Dimensions

TMS Antecedents

TMS Components

TMS Consequences

Team composition inputs

¢  Member demographics

e Member technical
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o Team member
assertiveness

Team knowledge stock
o Depth of knowledge
¢ Breadth of knowledge

Team-level inputs
e Task Interdependence
e Goal or reward

Knowledge of who knows
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¢  Complexity

e Accuracy
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Team performance
behaviors
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generation

o Knowledge
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interdependence
e  Group Training 3
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e Geographic distributions
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e  Group Size
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Note: Shaded areas indicate aspects of TMS which were * FTF versus CMC
present or emerged in the study. Dash- lines represent ¢ Enwrgnmeptal lurpulence
aspects unique to the study. *  Relationship conflict

Figure 5.2. Factors revealed in the data that served as antecedents, components, and
consequences of transactive memory systems. Adapted from “Transactive Memory Systems
1985-2010: An Integrative Framework of Key Dimensions, Antecedents, and Consequences,” by
Y. Ren and L. Argote, 2011, Academy of Management Annals, 5, p. 196.
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Implications for Theory

This study was designed to contribute primarily to the literature on TMS to
improve our understanding of its role in board groups and, where it exists, how its
structure and processes emerge as the group engages in CEO succession planning. It was
also designed to make secondary contributions to the literature on governance and CEO
succession, because while the vital nature of boards has been well researched (Beatty &
Zajac, 1987; Helmich, 1975; Kesner & Sebora, 1994; Lorsch & Khurana, 1999; Lorsch &
Zelleke, 2005; Miles & Bennett, 2009), there has been limited research on the social-
psychological process of how members operate to form relationships and create strategic
output as a collective governance body (Forbes & Milliken, 1999; Huse, 2007; Pettigrew,
1992; Vandewaerde et al., 2011). Most important, while there has been empirical work
that advances our understanding of how a TMS emerges and operates with knowledge
workers (He et al., 2007; Lewis, 2004), very little is known about how a TMS emerges
and operates within board groups.

Contributions to TMS research can be “extrapolated” (Patton, 2002, p. 584) from
this study in five ways. First, while TMS literature has focused on laboratory and field
studies of knowledge workers, there has been little empirical research on a rarely visible
entity—board groups—with respect to determining the existence of a TMS and, where it
is present, how structures and processes are developed. Additionally, this context-specific
qualitative model was designed to provide feedback on unobservable characteristics of
board knowledge sharing. Therefore, this study represents a methodological contribution

and a study setting unique to TMS literature.
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Second, this study confirms that board groups do in fact develop and foster TMS
as evidenced in documented antecedents, components, and consequences. This
contribution further deepens our understanding of the structures and processes of TMS
emergence and how TMS is fostered in elite groups. Further, this study confirms that the
assumptions about the way in which groups develop and utilize TMS are applicable to
board groups, despite the fact that the board’s tasks and ways they approach tasks may be
different. For example, board groups generally operate at a highly strategic rather than
tactical level, but this study has identified that as with other task groups with well-
developed TMS, board groups develop a shared understanding of specialization
regardless of the strategic nature of their tasks. Knowledge of a director’s public resume
allows this to occur very quickly despite, in some cases, low familiarity and infrequent
interaction. Like TMS in conventional groups, board groups also update member-
expertise associations through forms of coordination. This study offers evidence that
member-expertise associations are almost exclusively updated through observation and
behavioral cues. This sheds light on the elements most critical to the development of
TMS in board groups.

Third, this study provides evidence that while the antecedents of trust and of
respect are complementary, they are unique and contribute differently to the development
and perpetuation of a TMS within a board group. Trust in expertise refers to trust in the
expertise of another, which leads directors to rely on specific information held by others.
Trust was enhanced, in part, by directors’ perception of others’ past experience. Once
specialization of knowledge and credibility was attributed to specific members, directors

deferred to those members. Respect, on the other hand, referred to a sense of esteem,
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admiration, and regard held for other directors based on an appreciation of their capacity
for rational thinking and for their moral and attitudinal characteristics. Though both are
important, this study adds value to theories relative to the antecedents of TMS by
showing the distinction between trust in expertise as a critical characteristic for a highly
functioning TMS in board groups, and personal respect to foster the underpinnings of
collegial relationships.

Fourth, this study illuminates ways in which board directors operate with a high
degree of coordinated effort. Specifically, they generate structures and processes that
promote the development of knowledge stores within the group. Their coordinated effort
facilitates a group process that increases their access to knowledge and ability to share it.
For example, board directors indicated their ability to maximize, augment, and leverage
specific board knowledge by the use of outside experts brought into the system through
members with specialized expertise. This is an important contribution to theory because it
expands our understanding of how groups gather and update expertise through TMS,
particularly executive elites—which is an understudied group.

Fifth, while this study suggests that familiarity can enhance trust, it also revealed
that if familiarity is overemphasized, it can negatively affect the reliability of specialized
expertise. This advances our theoretical understanding of the interplay between
familiarity and performance, suggesting that there can in fact be a “dark side” to TMS (L.
Argote, personal communication, September 5, 2013), which provides important insights
into levels and dimensions of familiarity that can either accelerate or impede effective

TMS.
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Finally, this study also contributes to governance research in an area that is
generally missing: how board directors address the issue of bounded rationality by
leveraging specialization. The study further confirms the importance of acknowledging
experts in certain knowledge domains and provides insight into TMS as a mechanism that
board groups use to bring that knowledge stock to bear in governance planning and

decision making.

Implications for Practice

An important implication of this study is the influence TMS can have on board
groups and their ability to continually leverage specialized expertise in making thorough
and informed decisions on behalf of the shareholders they serve. Following is an
explanation of four recommendations for practice: 1) diversity of specialization, 2)
updating member-expertise associations, 3) communication, and 4) the promotion of
reflexivity.

Diversity of specialization. Director diversity has played a relevant role in board
composition since the mid 2000s, including diversity of age, gender, ethnicity, and
industry and professional experience, in addition to educational and social position
(Huse, 2007); taken together, these characteristics are intended to provide different yet
complementary knowledge and expertise for greater diversity in the resolution of
problems (Finkelstein & Mooney, 2003). This study is consistent with the perspective
that a strong TMS is dependent upon members with unique specialization and structures
and processes that enhance member-expertise associations (Lewis & Herndon, 2011). As

such, board chairmen, CEOs, and heads of board nominating committees can now take
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into account the importance of distributed expertise as they consider board composition

and recruitment strategies. Lewis (2004) stated:

When expertise is distributed among members, members will be able to rely on
their initial perceptions and use interactions to refine rather than define member-
expertise associations. In contrast, if members’ actual knowledge is initially
overlapping, members may need to spend more time together to resolve
ambiguities about who knows what. The more members’ actual knowledge is
consistent with members’ likely expectations for distributed expertise, the more
quickly a TMS will emerge. (p. 1521)

What this implies for boards is that as boards consider their composition, directors should
be chosen with concern for how their experience or specialization might be utilized and
leveraged to complement existing board knowledge and talent. The more diverse and
nonoverlapping this expertise is, the more likely the emergence of TMS.

Updating member-expertise associations. Outside of the use of highly informal
mechanisms (board social events, cocktail hours, premeeting dinners, etc.), this study
produced little evidence of formalized mechanisms directors used to update member-
expertise associations. Updating is particularly important to board groups, because of the
nature of board directors rotating on and off the board and the impact group membership
change has on the development of a healthy TMS (Lewis et al., 2007; Peltokorpi, 2011).
A core attribute of TMS is the recognition of specialized expertise and the group’s ability
to update member-expertise associations. If board directors are not employing formalized
mechanisms to optimize their ability to understand the deepest nature of what each
member brings, their ability to perpetuate a well-developed TMS is at risk.

A practical implication for boards based on this study is the importance of
establishing learning mechanisms through orientation programs for all new and existing

board directors that are triggered at each new director appointment to the board. This is
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augmented by ongoing formal opportunities such as time set aside at meetings to update
achievements, promotions, and professional activities such as action learning
mechanisms (Rahaman, 2013) that further enhance and facilitate member-expertise
association on a continuing basis.

Communication. Board membership is typically geographically distributed and
therefore prone to the challenges of effective communication. As such, the frequency and
method of communication are central to board effectiveness. This study indicated that
board directors prefer face-to-face communication over all other forms of
communication, with telephonic dialogue a distant second. Because board directors meet
formally only six to eight times per year, there is an advantage to focusing on topics that
reinforce the development of knowledge structures that promote member-expertise
associations and on processes that access information for optimal decision making. Thus,
when the CEO and the chairman of the board set the board meeting agenda, if they
consciously leverage knowledge exchange, TMS may have a higher rate of return for face
time invested than more routine agenda items that might simply require review and
oversight and can be managed as effectively via telephone or in writing.

The promotion of reflexivity. Another implication for practice is embedding
within board processes the habit of stopping to frequently ask questions: Have we taken
the time to fully consider who within the group holds specialized information beyond
what we may know or assume from a public resume or based on work we’ve done
together to date? Are we operating by habit based on our historical routines, or are we

fully utilizing the specialized knowledge embodied within the group and then stimulating
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innovation, creativity, and new knowledge generation (or reconfiguration) through

processes that increase information exchange?

Limitations of the Study

TMS as an emergent group process would lend itself to a longitudinal study—
preferably over the life of a CEO succession process, where an entire board group and its
structures and processes could be observed from the planning stage to the placement of a
new CEO. However, the confidential and discreet nature of boards as they engage in
CEO succession planning precludes direct observation (Odendahl & Shaw, 2002; Hertz
& Imber, 1995), and therefore a limitation of this study was the dependence upon
retrospective accounts of past individual director experiences with CEO succession
versus actual observation of a full CEO succession committee. This was remedied in part
by locating a full committee of six participants who participated in a CEO succession
plan together from start to finish. Each director was interviewed separate from the others
to allow for making comparisons across directors in that group and as the FCG compared
to the ICRG.

Because many board planning and decision-making sessions are not documented
or recorded, access to documents and artifacts was restricted. Therefore, another
limitation of this study was that triangulation of data could only include interviews,
demographic and board characteristics (duration of the succession process, tenure of the
committee members and their level of familiarity with one another, frequency of
meetings, etc.), follow-up review of transcripts with participants, and the development

and comparison of subgroups within the larger group.
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Board groups typically work together for long periods of time, and in the case of
this study, sometimes decades. As such, members are accustomed to working as a whole
and in smaller divisions of labor through committees. Because the CEO succession
planning process was led by committees in most boards involved in the study, one
limitation of the study may be that the directors arrived to the process with ready-made
member-expertise associations. While that familiarity may have developed a stronger
TMS, it may also have eroded the TMS based on the repetitive nature and thus rigidity of
collaborating with one another over the years (Skilton & Dooley, 2010). Therefore, a
limitation of this study could be the lack of distinction between the overall cognitive and
operational routines of habit that existed prior to the study versus what was occurring as a

direct effect of CEO succession planning processes under investigation in the study.

Recommendations for Future Research

This study provided insight into the existence of TMS in board groups involved in
CEOQ succession planning. While there are indications that characteristics of TMS emerge
and are exercised as part of the planning process, there are areas that merit further
exploration through future research.

One of the key characteristics of TMS is the ability of group members to
recognize where specialized knowledge resides. Following is the ability to access that
knowledge for use in planning, problem solving, and decision making. This study
illuminated two ways members access information: through elicitation search (asking all
members to consider their knowledge base and offer information that stimulates dialogue
and analysis) and directed search (asking certain members known to have specialized

knowledge to share that knowledge). One might expect that in groups with high
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familiarity, directed search would be used because members would be familiar with who
maintains expertise in determined domains of knowledge. That said, elicitation search
was the predominant theme in both high and low familiarity groups. Further research
would be helpful in determining the emergence of components of TMS based on
familiarity and ways in which specialized knowledge is accessed.

This study revealed that there was interplay between familiarity and trust in
expertise. While that interplay can be constructive, when overemphasized it can also be
detrimental to group decision processes. Future research about familiarity and trust
should be extended to focus on this aspect, which is a little discussed phenomenon of
TMS and contributes to understanding the “dark side of TMS” (L. Argote, personal
communication, September 5, 2013). Examining the complexities and impact of
overemphasis on familiarity and trust in a group could also yield important perspective
about the reliability of specialized expertise—and the point at which it accelerates or
diminishes the effectiveness of TMS within a group.

A potential moderating variable in CEO succession planning processes is the
urgency of completing the plan. In some cases committees with low urgency were called
upon to create a long-term proactive plan to mitigate the risk of a potential loss of the
CEO for any reason. Other committees were operating under strict timeframes and had to
react with urgency to mitigate the risk associated with a crisis requiring the replacement
of the CEO immediately. These processes were far more reactive. Pearsall, Ellis, and
Stein (2009) studied the impact of time pressure as a challenge stressor to TMS processes
in small groups. Based on a computerized decision making simulation, they determined

that stressors such as limited time to complete a task can have a slightly positive impact
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on TMS performance. Challenge stressors were defined as challenging but potentially
rewarding circumstances to include elements such as urgency of meeting deadlines,
increased scope of work, and increased accountability. They described the positive
impact of these stressors as satisfaction, confidence to meet future demands, and overall
positive motivation. An area for future research would be the connection between
urgency and interdependence—specifically how board groups work together as it relates
to knowledge sharing under stress and pressure.

During the course of the CEO succession study, the concept of personal respect
and trust in the expertise of others was widely reported, particularly as it affected
receptivity to defer to others’ specialized expertise. Respect resulted in a deep sense of
interpersonal decorum often manifested by characteristics of collaboration and consensus
building. Inherent within that, however, was an impression that some directors may have
been hesitant to fully engage with others based on discomfort that their contributions
could potentially reflect poorly on them or might lead to diminished regard or esteem
from others. This hesitancy could be based on limited orientation to the board—such as
with a new director. Rank, status, or norms in the group could also undermine group
members’ psychological safety (Edmondson, 1999). Effective TMS in groups is
dependent upon structures and processes that promote member-expertise associations. A
deferential norm where group members withhold participation in order to maintain their
psychological safety could thwart the development of TMS. A topic of future research
could be group psychological safety and its impact on TMS development.

During the course of this study, board directors discussed an important outcome

of knowledge sharing, which manifested in both knowledge reconfiguration and
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generating new knowledge. These outcomes are dependent upon high levels of trust and
cognitive interdependence, not unlike those that link one member’s knowledge to
another’s to create new knowledge, as described by Lewis et al. (2005). Directors in the
CEOQ succession study described the value of members who brought specific industry
knowledge to bear in the conversation or provided firsthand knowledge about an internal
candidate’s performance that was not previously known to the group, linking one
person’s knowledge with another’s to form new knowledge. It would contribute to the
literature to distinguish between new knowledge, reconfigured knowledge, and simply
changed perception with respect to differentiating TMS from simple forms of
brainstorming and other decision-making processes that leverage the unique
specialization of group members through coordinated processes.

This study included a director from a company that had undergone a nearly
complete change-out of the board of directors, coupled with the urgent mandate to plan
and execute a CEO succession within 3 to 6 months. She described a director who had
been recruited to the board, who had a great deal of governance and CEO succession
planning experience and had been a CEO previously. This director’s specialized skill set
far exceeded that of the other board directors, yet it was critical that the unique
specialized knowledge of several of the inexperienced board members be acknowledged,
accessed, and shared to ensure the best decision making. Pearsall and Ellis’ (2006) work
on the assertiveness of a critical member of the group and the role that assertiveness plays
in TMS development and effectiveness complements the work of Hollingshead and
Brandon (2003). They posited that groups with well-developed TMS sense through the

division of labor who knows what and how to cue the group through communication to
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retrieve information. In the case of boards, such efforts may increase the likelihood that
the most influential members of the board group—such as the board chair or the CEO—
will not sway the group based on their own bias, but rather the board will have the benefit
of hearing from all subject-matter experts on any given issue. This concept could be
further explored through future research on the study of TMS in board groups with
respect to how urgency combined with one assertive critical member impacts TMS
development and overall board group effectiveness.

Based on a recent survey, 14% of S&P 1500 board seats are held by women
(Ernst & Young, 2012). This CEO succession planning study included three female
directors out of 16, representing a sample size of over 18%—just slightly above the
national average. As companies increase the influx of women on public boards, it would
be worthwhile to consider the impact of gender stereotyping, particularly in how group
members make assumptions about specialized expertise. For example, Hollingshead and
Fraidin (2003) studied the correlation between inferences of knowledge specialization
and gender stereotypes. They concluded from their study that the process of making
member-expertise associations—as in TMS—contributes to gender stereotyping. Future
research on the impact of gender stereotyping, particularly with elite women in board
groups, would be interesting in determining if member-expertise associations become
gender neutral based on the growing representation of women. Additionally, it would be
informative to consider the formal job levels and the functional disciplines of women
joining the board and the influence of level, function, and gender on stereotyping.

This study validated several of my assumptions about elite executives. First,

executives are indeed bound by time, and they consciously foster and leverage a
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cognitive division of labor to offset this constraint. Second, they are highly discreet about
board proceedings and are sensitive to any potential breach of their duty of board
confidentiality. Third, they focus most of their board-related planning interactions at a
strategic instead of tactical level. Painstaking diligence was required on my part to
develop and manage the interviewing process in such a way that each director could
retrospectively recall in detail characteristics of antecedents, components, and
consequences of transactive memory. Weick (1995) described sensemaking in a social
context as the act of reflection and retrospective development of plausible sequences of
patterns and cues to explain and rationalize behavior—essentially, making sense of it.
Though Weick recognized some risk of hindsight bias and recall distortion in
retrospective sensemaking, he pointed out that even in cases when the past suffers partial
distortion, the entire recollection will not necessarily be erased or obliterated. That said,
future research designed to mitigate the risk of recall distortion could include actual on-
site observation of CEO succession planning. This could be accomplished through a
longitudinal study of board groups over a specified period of time using Lewis’ (2003)
15-item scale to observe how board members establish where expertise resides, when and
how members update member-expertise associations, and how board members coordinate
their activities to perpetuate TMS. This effort could be augmented by semi-structured
interviews, offering the researcher some latitude to elicit and understand the context and
meaning of the behavior he or she observes.

This CEO succession planning study surfaced indications about the critical nature
of task credibility—the trust each member has for each director’s specialized expertise

and domain of knowledge. This was particularly apparent in the case of elite executives
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who were invited to a board for their highly specialized knowledge, and as such, for their
ability to act as catalysts to provide for a division of cognitive labor. The study surfaced
an interesting result within the FCG, where the committee indicated high levels of
familiarity and a sense of confidence in one another. Over time, this familiarity fueled a
sense of overconfidence in one particular board member (Matthew), whom the group had
anointed as the expert to lead them through the CEO succession process. The
committee’s lack of updating expertise associations caused them to assume too much,
and when Matthew took them down the wrong path, they were on the brink of making a
serious mistake in the hiring process. It would be worthwhile to research how elite
executives who come equipped to provide specific specialization may produce TMS
dysfunction when gone unchecked based on overfamiliarity and lack of member expertise

updating.

Summary of the Study

This study examined the role of TMS in board groups engaged in CEO succession
planning. The purpose of the study was not to gauge the effectiveness of CEO succession
plans, but rather to use an analysis of that planning process as a way to shed light on
characteristics of TMS and the extent to which they emerged within board groups. An
additional objective of the study was to gain insight into how TMS structures and
processes develop in board groups. An important framework for the study was Ren and
Argote’s (2011) integrative framework of key dimensions. These key dimensions
provided a comprehensive framework of antecedents, components, moderators, and
consequences of TMS, representing a comprehensive review and synthesis of the

evolution of TMS research.
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The study findings confirmed that there is a relationship between structures and
processes of TMS and CEO succession planning in the context of board groups. The data
supported the presence of some but not all of the characteristics of TMS presented in Ren
and Argote’s (2011) metaanalysis and categorization of antecedents, components, and
consequences of TMS. Specifically, TMS antecedents present in board groups included
team-level inputs of task interdependence, goal interdependence, team familiarity, shared
experiences, and communication. Specific dimensions of TMS components present
within board groups included team knowledge stock and knowledge of who knows what.
Three TMS behavioral indicators were present: knowledge specialization, task
credibility, and task coordination to support knowledge sharing and updating.
Importantly, these three components of TMS emerged and were present in conjunction
with one another—indicating that TMS was operating within the group. Finally, key
dimensions of TMS consequences included team performance behaviors of team
learning, creativity, and reflexivity.

The study revealed five general findings that support the emergence of TMS in
board groups. First, members recognized that certain individuals held and/or contributed
unique specialized knowledge and expertise to the committee, and they were conscious
that their trust in the expertise of another led them to rely on and defer to the
specialization of others. Second, overall familiarity was based on the amount of time
spent with one another and the depth of shared experiences that contributed to personal
respect and trust in the expertise of fellow directors. Third, initially members relied upon
an individual’s title, resume, and past experience to determine that he or she had specific

expertise, and then this was augmented through observation and behavioral cues, which
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refined member-expertise associations. Fourth, members experienced well-coordinated
committee efforts generating structures and processes that promoted the development of
knowledge stores and knowledge sharing. Fifth, members gained new knowledge,
insight, or perspective based on the expertise of certain group members.

This study confirms that while board directors operate in a discreet way, they do
depend upon the specialized expertise of board members and see a division of cognitive
labor. While mechanisms for updating member-expertise associations are informal, there
is evidence that updating occurs particularly through their coordinated processes that
facilitate the gathering, storing, updating, and retrieval of knowledge within the group.
Consciously recognizing and fostering the development of TMS can ensure that boards
draw upon the vast stores of knowledge, expertise, and skills of the collective to more
effectively navigate the complexities of not only CEO succession planning, but overall

planning, problem-solving, and decision making.
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APPENDIX A:

SOURCING EMAIL FOR REFERRALS

Date
Dear [Source],

| was referred to you by [Contact], who spoke highly of your work at [Company].
| am a doctoral candidate at The George Washington University in Washington, D.C. |
am completing my dissertation, which relates to group thinking processes in the context
of the board of director’s engagement in CEO succession planning.

[Contact] suggested that you might be willing to visit with me for a few minutes
about my dissertation and potential participants in my study.

Participants selected for this study will have served on U.S. public boards from a
variety of industries. The directors will be of any gender, ethnic background, age, and
educational level, but must satisfy the following two criteria: (a) be a former or retired
director of a board in a public company exceeding $500 million in sales; (b) provide
documented assurance that CEO succession planning took place within 5 years of the
study. It is important to note that the actual CEO succession event (that is, the selection
and placement of a new CEO during the board director’s tenure) will not be a criterion in
the selection of a director for this study.

I will call your office this week to schedule time to talk about directors within
your network who might consider being part of this study. | am looking forward to our
visit.

Warm regards,

Kim Villeneuve
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APPENDIX B:

RECRUITING EMAIL TO DIRECTORS

Date
Dear [Director],

| was referred to you by [Contact] who spoke highly of your work at [Company].
| am a doctoral candidate at The George Washington University in Washington, D.C. |
am completing my dissertation, which relates to group thinking processes in the context
of the board of director’s engagement in CEO succession planning.

[Contact] suggested that you might be willing to visit with me for a few minutes
about my dissertation and your potential participation in my study. I will call your office
this week to schedule time to talk.

Participants selected for this study will have served on U.S. public boards from a
variety of industries. The directors will be of any gender, ethnic background, age, and
educational level, but must satisfy the following two criteria: (a) be a former or retired
director of a board in a public company exceeding $500 million in sales; and (b) have
participated in CEO succession planning on that board within 5 years of the study. It is
important to note that the actual CEO succession event (that is, the selection and
placement of a new CEO during the board director’s tenure) will not be a criterion in the
selection of a director for this study.

I will call your office this week to schedule time to talk about your potential
participation in this study. I am looking forward to our visit and thank you very much in
advance for your support.

Warm regards,

Kim Villeneuve
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APPENDIX C:

INTERVIEW QUESTIONS SCHEMATA

Study focus Interview questions Theoretical underpinning
Contextual Choose one board in which you actively

information: participated as a part of the committee

Description of the that worked on the CEO succession plan.

board. the Note: if the CEO succession plan was

committee, and the
plan

actually triggered during your time on the
board, consider that event in addition to
the overall planning stages as you
respond to questions in this interview.

First, describe how the board (as a
collective) decided to approach
developing the overall CEO
succession plan for the company (e.g.,
what was the goal, would it include
both an internal/external candidate
plan, who from the board should work
on it, over what period of time, should
an outside consultant to used, should
the CEO be involved, etc.).

Once the committee was determined,
recall which members were part of the
committee. How many were there?

Before the actual work began, recall
what the committee agreed the end
result or “deliverable” would look like.

Specialization:

Determining
(known or
discovered)
members’
specialization

Think for a moment about each
specific person on your committee.
Had anyone in your committee
participated in a CEO succession plan
prior to this committee?

Did anyone in this committee
specialize in any particular expertise
that was useful to the committee
through the course of the
planning/CEQ succession event? For
example, can you recall any members
of the committee who you were
grateful to because they added their
unique knowledge, experience, or
expertise?

How was specialized expertise or
knowledge discovered/extracted from
members during the process of

e “These findings support

Wegner’s (1987) contention

that distributing
responsibility for different
knowledge domains
increases the amount of
relevant information
available for team tasks”
(Lewis, 2003, p. 587).

e Communicating using code
words: “Lulu, remember
this.” “Isn’t this your
bailiwick?” (Wegner, 1987
p. 190).

e TMS “places direct
emphasis on the social
organization of diversity”
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Study focus

Interview questions

Theoretical underpinning

planning (i.e., through questions,
recollections of people’s history or
resume that would intimate expertise,
impressions of the person, etc.)?

Describe the unique knowledge/
experience or expertise that you
brought to the committee.

Think back to a time when you
contributed your expertise. How was it
discovered/extracted by the
committee? How did the committee
figure out that you had this knowledge,
experience, or expertise?

In retrospect, was there expertise you
or others had that was not brought to
bear? Why wasn’t that brought to bear
at the time of the CEO succession
planning process or the succession
event?

(Wegner, 1987, p. 206).

“The usefulness of a TMS
depends not only on a
shared understanding of
who knows what but also
on the degree to which a
group’s knowledge is
differentiated” (Lewis &
Herndon, 2011, p. 1256).

Credibility:

Trust and
reliability of
contributions from
members

Think of a time when clearly
specialized knowledge was contributed
by another board director during the
planning/event process. Describe your
level of trust that the other director’s
knowledge was credible.

Can you recall an instance when you
were inclined to test another member’s
input because you weren’t completely
confident in the reliability of the
input?

To what extent did the ‘trust’ you had
in others’ expertise lead you to learn
anything new?

If you were to have raised a concern,

how do you think that would have
been received?

“Moreland and colleagues
proposed that
specialization, credibility,
and coordination behaviors
reflect the distributed,
cooperative memory
characteristic of TMS
(Liang, Moreland, &
Argote, 1995; Moreland &
Myaskovsky, 2000). These
behaviors indeed form the
basis for inferences about
TMS if (a) the existence of
a TMS causes members to
develop specialized
knowledge, to trust and rely
on others’ expertise, and to
integrate knowledge in a
coordinated, efficient
fashion, and (b) the
manifestations are related
because a TMS exists”
(Lewis, 2003, p. 590).

Credibility is important in
creating a differentiated
(distributed) memory
system. Specifically, a
member needs to trust that
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Study focus

Interview questions

Theoretical underpinning

other members will be
responsible for knowledge
that he or she doesn’t have.
Trusting in that, a member
can focus on developing
deeper expertise in a
particular area (K. Lewis,
personal communication,
September 3, 2012).

Coordination:

The committee’s
ability to work in a
coordinated
fashion

e Characterize how the committee
approached the planning process prior
to launching the CEO succession plan.

e Characterize how the committee
worked together. Give an example.
What were the factors that you think
contributed to this? If there was
dysfunction, how did the committee
manage this?

¢ Did everyone stay on track regarding
the original objective?

e Measuring elements of
coordination (Lewis, 2003)

Communication:

Functional
communication

e How would you characterize the
communication within the committee
over the lifetime of the CEO
succession planning/succession event?

e Over what period of time did the
committee work together to complete
the plan/succession event?

o Describe the nature and frequency of
the committee’s communication over
the life of the planning process (face-
to-face, written, telephonic, electronic,
etc.).

e Which methods of communication
were most effective for knowledge
sharing? Explain.

e Which methods of communication
were least effective for knowledge
sharing? Explain.

o “The extent to which a
TMS facilitates knowledge
utilization and integration
depends on the nature and
frequency of team
communication processes”
(Lewis, 2004, p. 1519).

o “Teams that communicate
effectively should be better
able to develop effective
TMS” (Hollingshead,
1998a, as cited in Lewis,
2003, p. 597).

Familiarity:

The role
familiarity played
in accessing and
using each other’s
knowledge

o Generally speaking, how long had
these directors worked with one
another as members of this board? Had
any of the committee members known
each other from past associations
outside of this board? Explain.

¢ In what ways was familiarity fostered

From Yuan, Fulk, Monge, &
Contractor (2010):

e “Strength of ties determines
and accommodates strength
of knowledge transfer.”

e “Strong communication ties
provide the only access to
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Study focus

Interview questions

Theoretical underpinning

as a full board prior to the formation of
the planning/succession event
committee?

e In what ways did your committee
foster familiarity with one another
during the planning/succession event?

o What difference, if any, did familiarity
with one another make to the
planning/event process?

tacit knowledge that cannot
be easily articulated”
(Polayi, 1967; Uzzi, 1997).

¢ “Communication ties are
strong when interactions
are frequent, intense,
reciprocal and personal.”

e “First, trust and familiarity
are more likely to develop
in the presence of strong
communication ties”
(Krackhardt, 1992).

o Research shows that people
in trusting relationships are
more motivated to share
resources (Gulati, 1995;
Nahapiet & Ghoshal, 1998;
Uzzi, 1996; Zaheer,
McEvily, & Perrone, 1998),
which, in turn, increases
exchangers’ chances of
obtaining accurate,
complete, in-depth
information (Uzzi, 1997).

New-knowledge
generation:

Producing ‘new

e Describe any time in which the
contribution of knowledge from one
member altered or created 1)

e “Board members must elicit
and respect each other’s
expertise, build upon each

knowledge’ knowledge, 2) creativity, 3) other’s contributions, and
reflection/new perspectives. seek to combine their
o Describe any time in which the insights in creative,
contribution of knowledge from Syner_ﬁl_sktlc ways” (Forbes
members of the planning process & Milliken, 1999, p. 495).
combined to produce “new e “When one member
knowledge” not resident in the retrieves one item whereas
committee before. Describe what that a second member retrieves
looked like. something quite different . .
o Describe how this impacted the ' tTe t'zll\llp(llt?(rins’?((j\(jvlé[;r:(e)r
lanning or decision making. yet a third 1dea '
P g g 1987, p. 196).
Urgency: o |f there was urgency/crisis infused into
The effect of the process (e.g., a rapid deceleration

urgency or crisis
on the process

of the business, a risk of the CEO
leaving or being terminated, and/or a
triggering of the succession event),
how did this impact the need to:

o Accelerate the planning process?

o Become familiar with and discover
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Study focus

Interview questions

Theoretical underpinning

‘which committee members
specialized in what” and how to
mobilize that?

Adapt the communication
methods/dynamics within the
committee?

Establish the trust in and reliability
of contributions from members?
Work in a coordinated fashion?
Produce new knowledge/
perspectives not yet known to any
specific person in the committee?

CEO indicates chief executive officer; TMS, transactive memory systems.

162




APPENDIX D:

INTERVIEW GUIDE

(IRB #111214 — Approved: 1/24/2013)

Research Question

What is the role of transactive memory systems in board groups, and where it exists, to
what extent does it emerge as the group engages in CEO succession planning?

a. What characteristics of transactive memory systems emerge during CEO
succession planning?

b. How do structures and processes of transactive memory systems develop?

Opening
Good afternoon, [subject name]. | am looking forward to discussing the concept of board

engagement in the context of CEO succession plans. [Subject name], thank you for
participating in this study.

A few general items to begin with:

e Do | have your permission to record this interview?

e As you know, this study partially fulfills the requirements for my doctorate at The
George Washington University. Do you have any questions about this study and
its purpose overall?

e Please know that whatever you tell me will be held in the strictest confidence, and
your name and the company of which you speak will not be associated with this
study.

e You have a right to opt out of this interview at any time, should you choose.

| have a few questions about board engagement in the context of CEO succession, so let’s
begin. (Start audio recorder)

Question 1: Description of the board, the committee, and the plan

Choose one board in which you actively participated as a part of the committee that
worked on the CEO succession plan.

Note: if the CEO succession plan was actually triggered during your time on the board,
consider that event in addition to the overall planning stages as you respond to
questions in this interview.

e First, describe how the board (as a collective) decided to approach developing
the overall CEO succession plan for the company (e.g., what was the goal,
would it include both an internal/external candidate plan, who from the board
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should work on it, over what period of time, should an outside consultant to
used, should the CEO be involved, etc.).

Once the committee was determined, recall which members were part of the
committee. How many were there?

Before the actual work began, recall what the committee agreed the end result
or “deliverable” would look like.

Question 2: Determining (known or discovered) members’ specialization

Think for a moment about each specific person on your committee. Had anyone
in your committee participated in a CEO succession plan prior to this
committee?

Did anyone in this committee specialize in any particular expertise that was
useful to the committee through the course of the planning/CEO succession
event? For example, can you recall any members of the committee who you
were grateful to because they added their unique knowledge, experience, or
expertise?

How was specialized expertise or knowledge discovered/extracted from
members during the process of planning (i.e., through questions, recollections
of people’s history or resume that would intimate expertise, impressions of the
person, etc.)?

Describe the unique knowledge/experience or expertise that you brought to the
committee.

Think back to a time when you contributed your expertise. How was it
discovered/extracted by the committee? How did the committee figure out that
you had this knowledge, experience, or expertise?

In retrospect, was there expertise you or others had that was not brought to
bear? Why wasn’t that brought to bear at the time of the CEO succession
planning process or the succession event?

Question 3: Trust and reliability of contributions from members

Think of a time when clearly specialized knowledge was contributed by another
board director during the planning/event process. Describe your level of trust
that the other director’s knowledge was credible.

Can you recall an instance when you were inclined to test another member’s
input because you weren’t completely confident in the reliability of the input?

To what extent did the ‘trust’ you had in others’ expertise lead you to learn
anything new?

If you were to have raised a concern, how do you think that would have been
received?

164




Question 4: The committee’s ability to work in a coordinated fashion

Characterize how the committee approached the planning process prior to
launching the CEO succession plan.

Characterize how the committee worked together. Give an example. What were
the factors that you think contributed to this? If there was dysfunction, how did
the committee manage this?

Did everyone stay on track regarding the original objective?

Question 5: Functional communication

How would you characterize the communication within the committee over the
lifetime of the CEO succession planning/succession event?

Over what period of time did the committee work together to complete the
plan/succession event?

Describe the nature and frequency of the committee’s communication over the
life of the planning process (face-to-face, written, telephonic, electronic, etc.).

Which methods of communication were most effective for knowledge sharing?
Explain.

Which methods of communication were least effective for knowledge sharing?
Explain.

Question 6: The role familiarity played in accessing and using each other’s knowledge

Generally speaking, how long had these directors worked with one another as
members of this board? Had any of the committee members known each other
from past associations outside of this board? Explain.

In what ways was familiarity fostered as a full board prior to the formation of
the planning/succession event committee?

In what ways did your committee foster familiarity with one another during the
planning/succession event?

What difference, if any, did familiarity with one another make to the
planning/event process?

Question 7: Producing ‘new knowledge’

Describe any time in which the contribution of knowledge from one member
altered or created 1) knowledge, 2) creativity, 3) reflection/new perspectives.

Describe any time in which the contribution of knowledge from members of the
planning process combined to produce “new knowledge” not resident in the
committee before. Describe what that looked like.

Describe how this impacted the planning or decision making.
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Question 8: The effect of urgency or crisis on the process

e |If there was urgency/crisis infused into the process (e.g., a rapid deceleration of
the business, a risk of the CEO leaving or being terminated, and/or a triggering
of the succession event), how did this impact the need to:

Accelerate the planning process?

Become familiar with and discover ‘which committee members specialized
in what” and how to mobilize that?

Adapt the communication methods/dynamics within the committee?
Establish the trust in and reliability of contributions from members?

Work in a coordinated fashion?

Produce new knowledge/perspectives not yet known to any specific person
in the committee?

(Interview conclusion)

e That completes the interview.

o [s there anything that you'd like to add to or change from our conversation
today?

e Do you have any questions?

e May | reach out to discuss this study further should I need any clarification from
our visit?

e Thanks so much for participating in this conversation. Your time is greatly
appreciated!

(Stop audio recorder)
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APPENDIX E:

CODEBOOK
Select code Axial code Open code
TMS 1. Succession 1. Urgency low: Proactive planning based on
antecedents plan characteristics fiduciary responsibility of the board
2. Urgency high: CEO succession was triggered
calling for immediate action
2. Succession 1. Familiarity—high: High overall familiarity/shared
committee experiences
characteristics 2. Familiarity—mixed: Mixed overall
familiarity/shared experiences
3. Familiarity—low: Low overall familiarity/shared
experiences
4. Interdependence: Goal interdependence; members
believe they need one another to accomplish the
goal
TMS 3. Specialization/ 1. Unique specialization: Recognition that certain
components knowledge stock— members held/contributed unique knowledge/

‘Encoding & Storing’
—shared
understanding

of who knew what
and how we knew that

experience to the committee

2. Resume: We understood from his/her
title/resume/past experience that he/she had specific
expertise

3. Self-disclosure: Member(s) explicitly disclosed
expertise to other members (the member told us
that he/she had the expertise)

4. Behavioral: We inferred from behavior we
observed within the board group or committee that
he/she had the expertise

5. Limitations: Recognition that there were limitations
of expertise (my own/others).

4. Trust/credibility/
reliance—‘encoding
& storing”—Was the
specialized knowledge
stock credible?

1. Respect: We felt esteem, admiration, regard, and
appreciation for one another

2. Shared experience/familiarity fostered trust:
Shared experience and familiarity fostered trust

3. Trust in expertise: We were conscious that our trust
in the expertise of another led us to rely on
information he/she had

4. Misattribution—expertise: We experienced
misattribution of expertise, where we depended
upon a member’s knowledge that turned out not to
be credible

5. Misattribution—power: We experienced
misattribution of power where there was agreement
out of respect for the positional power, not
necessarily the unique knowledge of another

5. Accessing/retrieving
knowledge

1. Directed search: We consciously accessed specific
knowledge from specific members to apply to our
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Select code

Axial code

Open code

2.

decision-making

Elicitation search: The group was encouraged to
volunteer and exchange their knowledge to apply to
our decision-making

. Familiarity—fostered: Familiarity fostered the

process of accessing the right information from the
right knowledge specialist

. Familiarity—diminished: Familiarity diminished

our ability to access information from the right
knowledge specialist

. Apprehension: There was apprehension to access/

utilize my own or others’ expertise

6. Coordination—
effective coordination
for knowledge sharing

. Coordinated effort: We experienced well-

coordinated committee processes

. Lack of coordinated effort: We experienced some

dysfunction in our committee processes

7. Communicating
method for efficient
information/knowledge
sharing

. Face-to-face: Most preferred method for overall

information/knowledge sharing

. Face-to-face: Least preferred method for overall

information/knowledge sharing

. Telephonic: Most preferred method for overall

information/knowledge sharing

. Telephonic: Least preferred method for overall

information/knowledge sharing

. Electronic—email: Most preferred method for

overall information/knowledge sharing

. Electronic — email: Least preferred method for

overall information/knowledge sharing

. Frequency—fostered: The volume and frequency of

communication fostered knowledge sharing
processes

. Frequency—detrimental: The volume and

frequency of communication failed to foster
knowledge sharing processes

TMS
consequences

8. Knowledge
generation

. Knowledge reconfiguration: The group gained new

insight or perspective based on the synthesis of
expertise of certain group members

. New knowledge generation: The group generated

new ideas or capabilities based on the synthesis of
expertise of certain group members

. Individual learning: | gained new insight or

perspective based on the expertise of certain group
members

Moderators of
TMS

9. Turbulence

. Urgency: We were acutely aware that this was an

urgent process because the CEO needed to be
replaced or the business was in a downturn

. Familiarity: We had very little familiarity with one

another’s skill set, values, and capacity and it was a
factor in how we performed as a committee
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APPENDIX F:

PARTICIPANT INFORMATION AND CONSENT FORM

GW IRB reference number: #111214
Principal investigator: Dr. Andrea Casey
Telephone number: 703-726-3763
Research coordinator: Kim Villeneuve
Telephone number: 206-618-7628
Email: Kim@centerstonesearch.com

1. Introduction. You are invited to participate in a research study under the direction of
Dr. Andrea Casey of the School of Education and Human Development of the George
Washington University. You will need to understand the risks and benefits before you
can decide whether to participate, and this consent form provides information about the
research study. I will be available to answer your questions and provide further
explanations. If you agree to take part in the research study, you will be asked to sign this
consent form. This process is known as informed consent. Your decision to take part in
the study is voluntary. You are free to choose whether or not you will take part in the
study.

2. Purpose of the study. The researcher, in conjunction with the School of Education
and Human Development of the George Washington University, is conducting this study
to understand the role of group thinking processes in board groups engaged in CEO
succession planning. This research study will be submitted in partial fulfillment of the
requirements for my degree of Doctor of Education at the George Washington University
in Washington, D.C., and | am the principal researcher.

3. Procedures to be used in this study. Your participation is voluntary and will include
taking part in a semi-structured interview, during which time you will be asked open-
ended and follow-up questions that will allow you to respond broadly. This interview will
take place via video conference or by telephone and will last no more than 90 minutes.
The purpose of this interview is to understand your experiences and perceptions with
respect to engaging with a board on CEO succession planning. You will not be asked
specific information about proprietary content or outcomes, but rather about the process
by which the board planned the CEO succession. The interview will be digitally recorded
and professionally transcribed. You will be presented with a 1- to 2-page summary of
emergent findings and invited to respond to that summary and provide additional
feedback upon more reflection.

4. Confidentiality of research records. All records associated with your participation
and interview will remain confidential and be seen only by the transcriptionist, who has
signed a letter of confidentiality, and the researcher, who will store the interview
information in a locked and secure file cabinet located within the researcher’s office. You
will be assigned a pseudonym for purposes of identifying and connecting transcribed
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notes to the interview schedule and process. You will not be asked to provide identifying
data such as Social Security number, etc., for any part of this study. You will not be
identified by name or by the company with which you were associated as a former
director during the course of this research study or any publication resulting from it. The
transcript will be coded to identify themes, and these themes across all of the interviews
will become part of an aggregate report of common themes and conclusions. Following
the completion of the study, all transcripts and notes pertaining to your involvement will
be shredded using a commercial shredding source conducted under the supervision of the
researcher.

5. Possible risks. No risks associated with your involvement in this study are envisioned.

6. Possible benefits to be achieved by this study. This study was designed to contribute
to the literature stream of group thinking processes, corporate governance, succession,
and communication, with respect to how board groups leverage their knowledge and
expertise in the context of developing CEO succession plans. Also, this study was
designed as a qualitative study in order to capture the characteristics of group thinking
processes that emerge during succession planning. The practical benefits of this study are
increased effectiveness of board planning processes.

7. Costs. Participants will incur no costs for their involvement in this study.
8. Compensation. There will be no compensation for participating in this study.

9. Withdrawal. Your participation in this study is strictly voluntary. You may choose to
withdraw at any time before or during the interviewing process.

10. Questions. Your questions about this study are welcome. Please contact Kim
Villeneuve at 206-618-7628 during the work week (Pacific Time) or email
Kim@CenterStoneSearch.com any time. You can expect a return call or response within
48 hours of your inquiry. Questions with respect to your rights as a research subject,
ethics, or confidentiality can be directed to The George Washington University Office of
Human Research, Washington, D.C., 20052; telephone 202-994-2715 or email
ohrib@gwu.edu.

11. Signatures. Your signature on this consent form confirms that you have read the
information herein and that you are satisfied that your questions have been addressed.
Further, you agree that you are willing to take part in the study but at no time do you
relinquish your legal rights by signing this consent. Once you have signed and returned
this consent form, you will receive a copy of it for your records. You may also choose not
to sign this consent form and still agree to participate. Participating in the interview
implies your consent to the interview.

12. Understanding. Your signature below indicates your willingness to participate in this
study, understanding that you can withdraw at any time.
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Digital recording is part of this research. Only the principal researcher and the
transcriptionist will have access to written and recorded materials. Please check one:

() I'consent to be digitally audio recorded
() 1 DO NOT consent to be digitally audio recorded.
() I'would like a copy of the transcript.

Your printed name Signature Date

12. Research coordinator’s statement. | certify that | have explained the research study
to the above individual, including the process, purpose, procedures, possible risks, and
potential benefits associated with participation in this research study. Any questions
raised have been answered to the individual’s satisfaction.

Research coordinator: Kim Villeneuve

Signature Date
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APPENDIX G:

CONFIDENTIALITY AGREEMENT: TRANSCRIBER, CODER, EDITOR

I have been contracted by Kim Villeneuve to perform certain functions associated
with her dissertation study through The George Washington University. By virtue of my
signature below, I am confirming my understanding that material that | will be reviewing,
transcribing, coding, or editing will contain sensitive or confidential information.

| hereby agree to maintain the strictest confidentiality with respect to this
information. As such, I will not share the information in any form with anyone other than
the researcher, and | will keep the information in a secure location at all times.

Following my work on this project and within a time period indicated by the
researcher, I will professionally destroy all documents, including notes, papers, and
electronic versions of the data.

Name (please print)

Contractor signature

Date

Researcher signature
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APPENDIX H:

SUMMARY OF CODES
Axial code
Select codes categories Axial codes Open codes
TMS Succession Urgency-low e Situation
antecedents | plan e Urgency
characteristics Synopsis: Proactive planning based on
fiduciary responsibility of the board, versus a
triggered event.
Urgency-high | e Situation
e Need
e Urgency
Synopsis: CEO succession triggered calling
for immediate action
Succession Familiarity-low | e Longevity
committee e Familiarity fostered
characteristics e Implications of familiarity
Synopsis: Low overall familiarity/ shared
experiences.
Familiarity- e Longevity
high e Familiarity
o Implications of familiarity
Synopsis: High overall familiarity/ shared
experiences.
Inter- e Working to the collective good
dependence Synopsis: Goal interdependence; members
believed they needed one another to
accomplish the goal.
TMS Specialization/ | Unique e Recognized specialization
components | knowledge specialization | ¢ yse of specialization
stock Synopsis: Members recognized that certain
individuals held/contributed unique
‘Encoding and knowledge/experience to the committee.
:E;rrl:dg,— Resume e General or surmised knowledge of others’

understanding
of who knows
what and how
members
gained that
knowledge

background
o Self-disclosed knowledge
e Knowledge of others’ current roles
e Exposure to CEO succession Synopsis:
Members understood from an individual’s
title/resume/past experience that he or she
had specific expertise.

173




Select codes

Axial code
categories

Axial codes

Open codes

Self-disclosure

e From my own disclosure

e What I surmised from others’ self-
disclosure

Synopsis: Members explicitly disclosed

expertise to other members.

Behavior

o Inferring expertise through behavior

¢ Acknowledging behavior of others

e Acknowledging one’s own behavior
Synopsis: Members inferred from behavior
they observed within the board group or
committee that others had expertise.

Limitations

o Acknowledging others’ limitations
Synopsis: Members recognized limitations of
expertise in themselves and others.

Trust/
credibility/
reliance

‘Encoding and
storing’—Was
the specialized
knowledge
stock
credible?

Respect

o Characteristics of respect:
—L.istening
—Mutual respect
—Group process that promotes respect

Synopsis: We felt esteem, admiration, regard,
and appreciation for one another

Shared
experience/
familiarity
fostered trust

o Shared experience fostered trust

o Familiarity fostered trust

Synopsis: Shared experience and familiarity
fostered trust.

Trust in
expertise

o Credibility

e Trust

¢ Reliance

Synopsis: Members were conscious that their
trust in the expertise of others led them to
rely on information others had.

Misattribution
—expertise

e Expertise wasn’t needed

Synopsis: Members experienced
misattribution of expertise, depending upon a
member’s knowledge that turned out not to
be credible.

Misattribution
—power

o Power supplanted expertise

Synopsis: Members experienced
misattribution of power where there was
agreement out of respect for positional
power, not necessarily the unique knowledge
of another.

Accessing/
retrieving
knowledge

Directed search

o Directed search

Synopsis: Members consciously accessed
specific knowledge from specific members to
apply to decision-making.

Elicitation
search

o Directed search
Synopsis: Members were encouraged to
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Select codes

Axial code
categories

Axial codes

Open codes

volunteer and exchange their knowledge to
apply to decision-making.

Familiarity—
fostered

o Familiarity fostered trust

Synopsis: Familiarity fostered the process of
accessing the right information from the right
knowledge specialist.

Familiarity—
diminished

e Familiarity diminished process
Synopsis: Familiarity diminished members’
ability to access information from the right
knowledge specialist.

Apprehension

e Apprehension—about using one’s own
expertise

e Apprehension—about using others’
expertise

Synopsis: Members experienced

apprehension in accessing/utilizing their own

or others’ expertise.

Effective
coordination
for knowledge
sharing

Coordinated
effort

Coordinated process
Succession-specific process
Coordinated exchange of knowledge
Group dynamics

Managing urgency

Synopsis: Members experienced well-
coordinated committee processes.

Lack of
coordinated
effort

e Group dysfunction

e Process dysfunction

Synopsis: Members experienced some
dysfunction in committee processes.

Communicatin
g method for

Face-to-face—
most preferred

o Face-to-face—most preferred
Face-to-face—rationale

?rf]]::)(;‘lr?]r:tion , | Telephonic— | ¢ Telephonic—most preferred
knowledge most prefferred e Telephonic—rationale
sharing Telephonic— | e Telephonic—least preferred
least preferred
Electronic— e Electronic—least preferred
least preferred | o Electronic—rationale
TMS Generation of | Knowledge o New insights or perspective
consequences | new generation Synopsis: Members gained new insight or

knowledge,
insights, or
perspectives

perspective based on the expertise of certain
group members.
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APPENDIX I:

CODE DISTRIBUTION

Code Distribution:
Individual Committee Representatives Group
(ICRG)

54
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Code Distribution:
~ Full Committee Group
(FCG)
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