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Abstract

The current whitepaper examines research on top management
team attributes at both the individual (i.e., behavioral flexibility &
leadership style) and team level (i.e., top management team
cohesion). The direct and indirect mechanisms through which these
characteristics impact organizational performance will also be
described.

Introduction

Executive leaders and top management teams are critical to organizations’ perfor-
mance. Top leaders formulate a collective purpose, instill values, influence culture,
and determine the strategic plan for an organization, so they have significant influence
on organizational outcomes. This influence has been quantified in previous studies to
show that CEOs alone can account for about 29% of the overall variance in organiza-
tional profitability (Mackey, 2008). This is nearly four times larger than the amount for
which the corporation accounts (8%) and approximately five times larger than can be
accounted for by industry (6%).

Although CEOs are critical to an organization’s performance, research on top manage-
ment teams suggests they have a much greater impact on organizational outcomes
than the CEO alone (Mackey, 2008). Based on the strong relationship between top
management team functioning and organizational performance, research has exam-
ined the characteristics of CEOs and top management teams that are most likely to
facilitate organizational success. Specifically, it has found that organizations can
increase the likelihood of strong performance by evaluating the behaviors, attributes,
and leadership styles of CEOs and top management teams, and linking these
behaviors to their effects on organizational outcomes.

The current whitepaper examines research on top management team attributes at
both the individual (i.e., behavioral flexibility & leadership style) and team level (i.e.,
top management team cohesion). The direct and indirect mechanisms through which
these characteristics impact organizational performance will also be described. While
research has suggested many other top management team factors are related to
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organizational performance, behavioral flexibility, leadership styles, and top manage-
ment team cohesion have a disproportionate impact on organizational performance
and can be improved through targeted development and are thus the primary focus
here.

Background

Behavioral flexibility is the ability to change or adapt one’s leadership style as
necessary to meet current task demands or the needs of the constituency being
addressed. Behavioral flexibility is particularly important for top management team
members due to their role as strategic leaders (Boal & Hooijberg, 2000) who must
constantly work with diverse stakeholders internal and external to the organization.
Considering the multifaceted nature of their responsibilities, subordinates, and inter-
actions, strategic leaders must demonstrate behavioral flexibility by adapting their
leadership and communication styles to maximize the likelihood of favorable

Strategic leaders
must demonstrate
behavioral flexibility |

by adapting their B oa
leadership and / 4
communication styles Z

A .

outcomes across these diverse settings and audiences (Boal & Hooijberg, 2000).
Furthermore, the attributes of the top management team often permeate the organi-
zation as a whole, so having an adaptive top management team is likely to make the
organization more innovative, responsive, and therefore, more effective (Eisenbeiss
et al., 2008).

Various leadership styles have also been tied to organizational outcomes. Organiza-
tions with top management teams composed of charismatic and transformational
leaders tend to perform better than organizations whose leaders do not possess
these styles (Waldman, Ramirez, House, & Puranam, 2001). Charismatic and trans-
formational leaders effectively articulate a vision, earn the commitment of employees,
and have a plan in the organization’s best interests. These types of leaders are ideal
to have during times of organizational stress or change and are associated with
overall positive organizational outcomes (Waldman et al., 2001). This is because
Charismatic leaders effectively provide clarity, generate support for change, and
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engage in enterprise resource planning. Similarly, research on privately held compa-
nies shows CEOs with transformational leadership styles increased organizational
success by improving top management team performance (Ling, Simsek, Lubatkin,
& Veiga, 2008). The strength of transformational leaders lies in inspiring creativity
and innovation among employees and motivating them to accomplish more than
what was thought to be possible. However, transformational leadership is less effec-
tive when used to clarify responsibilities and specify expectations, further illustrating
the importance of behavioral flexibility and the ability to employ multiple types of
leadership skills depending on situational cues.

The process for selecting top management team members requires more than mere-
ly looking for someone with behavioral flexibility who demonstrates transformational
and charismatic leadership styles. To maximize the likelihood of organizational suc-
cess, top management team composition also needs to be considered, because
team-level factors such as cohesion also significantly affect firm performance. Top
management team cohesion is a multidimensional construct that has been defined in
a variety of ways, but the majority of the definitions describe team cohesion as a
group level variable characterized by an attraction to a work group and the desire to
remain part of it (Hogg, 1992). Cohesion is complex because it assesses the interac-
tions of a group and reflects the unique attributes of members and their attraction to
the work team.

Research has shown top management team cohesion has a positive influence on
organizational performance and income growth (Peterson, Smith, Martorana, & Ow-
ens, 2003). Instead of working individually or competitively against team members,
cohesive top management team members work together to accomplish goals, which
helps maximize firm performance. Furthermore, organizations with unified collective
leadership are better able to initiate and follow through with substantive strategic

The process for selecting top management team
members requires more than merely looking for
someone with behavioral flexibility who
demonstrates transformational and charismatic
leadership styles.
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changes compared with organizations that have faction-
alized and less cohesive top management teams
(Peterson et al., 2003).

Behavioral flexibility, leadership styles, and top manage- The context of situations
ment team cohesion have all been shown to positively

impact organizational performance. The next section de- should serve as a cue

scribes how organizations can select for and develop to the tOp management
these three factors to optimize these critical attributes in

top management teams so they can maximize firm level team as to whether they
performance. should be task or

Implications for Practice relationship-focused

Leadership styles can be developed at the individual
level, and given the positive impact that charismatic and
transformational leadership behaviors have on firm per-
formance, they should be built into management training
and development programs. Such training should
emphasize charismatic and transformational leadership
behaviors that include articulating a vision for the future,
fostering group-oriented work, setting high expectations,
challenging followers’ thinking, supporting followers’
individual needs, and acting as a role model.

At the individual level, executive leaders must have the
behavioral flexibility to be both task-focused and
relationship-focused, depending on the situation. Task-
focused executives directly improve firm performance by
driving productivity and reducing ambiguity. Relationship-
focused executives indirectly enhance organizational
performance by improving the attitudes of employees,
subsequently driving improved organizational
performance. To achieve optimal performance the
context of situations should serve as a cue to the top
management team as to whether they should be task or
relationship-focused.

Based on the importance of both types of focus, top management teams that are
trained in both task and relationship oriented leadership skills should be better able to
recognize situations where one focus is more appropriate than the other. Such training
could develop skills for task-focused leadership (e.g., monitoring behaviors, vision ar-
ticulation, and risk evaluation) and relationship-focused leadership (e.g., communica-
tion, benevolence, authoritativeness).
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When looking to select new leaders, candidates with strong behavioral flexibility as well
as charismatic and transformational leadership styles should be given preferential consid-
eration. The organization-specific nuances of these key behaviors and capabilities should
be identified through a job analysis process so that selection systems, tools, and process-
es can be optimized to identify the individuals most likely to be successful in these critical
roles. Some effective tools to measure these general behaviors and abilities include
structured interviews with behaviorally-anchored rating scales measuring how someone
has previously handled challenges similar to those that would be faced in the role,
situational judgment tests evaluating how a leader would respond to future challenges a
leader may face in the role, and psychometric assessments measuring work styles, moti-
vation, and cognitive ability.

Shifting focus to the team-level factor of top management team cohesion, cultivating a co-
hesive top management team can be a delicate balance considering some factors that
promote team cohesion are negatively related to team performance. For example, homo-
geneity of team members in terms of background, experience, and values promotes cohe-
sion; however, it has been shown to decrease executive leadership performance, particu-
larly when it comes to innovation (Hogg, 1992). This is likely because the benefits of co-
hesion in homogeneous teams can be offset by a lack of diversity of thought and the in-
creased propensity for groupthink to occur within the team.

Groupthink is a phenomenon where team members blindly accept the ideas of others in
their group without thinking critically about them, thus potentially overlooking critical is-
sues with the ideas and can affect highly agreeable teams. This can lead to decisions with
harmful and unforeseen consequences that could have been prevented by an assertive
and critical team member. Teams that are more heterogeneous in terms of demographics
and background are less susceptible to groupthink, as team members are more likely to
vigorously debate decisions due to differing opinions on significant topics.

Teams can be diverse, critical, and cohesive as long as the organization has created a
climate where leaders are encouraged to express their opinions and feel those opinions
will be valued by other members of the team, regardless if they agree or not. If HR poli-
cies, practices, and values emphasize the importance of both diversity and psychological
safety, top management teams can experience the benefits of cohesion without risking
them becoming susceptible to groupthink.

Moreover, cohesion is influenced by many factors including team goals, trust among team
members, and prior perceptions of team members during team development. Top man-
agement team cohesion has been shown to develop over time and is affected by team
interactions and unique historical conditions (Barney, 1986). Using team building exercis-
es and retreats to build trust and cohesion can result in better team and organizational
performance. If there is a time where disagreements become unproductive, or team
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members do not feel comfortable voicing opinions, it is important for HR leaders to open
dialogue and structure a conversation to identify what the barriers are and subsequently
address them.

From an individual differences perspective, certain leadership attributes have been shown
to precede top management team cohesion. Specifically, leader emotional stability and
agreeableness are positively related to team cohesion (Peterson et al., 2003). When se-
lecting and developing a top management team, organizations should consider including
the personality traits emotional stability and agreeableness as selection criteria to opti-
mize the likelihood of a cohesive top management team. These traits can be effectively
measured by most personality assessments designed to be used in a selection process.

Next Steps

Top management team performance and cohesion have significant influence on organiza-
tional outcomes. The top management team guides the organization and provides an ex-
ample for all employees to follow, which amplifies the importance of their actions. Leaders
who have behavioral flexibility and can employ transformational and charismatic styles
improve the performance of their organization. Highly cohesive top management teams
also improve organizational performance, so these teams should be selected with consid-
eration to member attributes, including diversity, and be given experiences to build trust
and cohesion within the group.

The findings and suggestions discussed here have focused on a small subset of factors
that can help improve top management team performance and cohesion with the ultimate
goal of maximizing organizational performance. As such, organizations should endeavor
to increase behavioral flexibility and transformational leadership among top management
team members.

HR practices and team development initiatives can also significantly improve cohesion by
creating a cooperative environment where team members work with instead of against
each other, ultimately achieving positive organizational outcomes.
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