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Introduction 1

1 Introduction

For a company today, a convincing firm strategy as such is not a sufficient precondi-
tion for success. Turning strategy into reality is itself increasingly considered to be a
source of competitive advantage (Barney, 2001; Govindarajan, 1988; Priem, 2001;
Tsai & Ghoshal, 1998). Successfully driving the strategy realization process is particu-
larly challenging for multibusiness firms as their growth and profitability potential lies
not only vertically within one business unit but in collaboration and coordination activ-
ities across businesses as well (Goold, Campbell, & Alexander, 1994). It is increasing-
ly recognized today that realizing cross-business value creation is the rationale for the
existence of a diversified firm (Goold & Campbell, 1998a, 2000). A multibusiness
firm which is not capable of realizing value creation across its businesses will face
increasing pressure from financial investors to abandon one of its businesses (Miiller-
Stewens & Knoll, 2005a).

Despite the pursuit of cross-business value creation as the underpinning logic of multi-
business firms, relatively little is known on how cross-business synergy potentials are
de facto realized (Martin & Eisenhardt, 2001, 2003). The strategy, the diversification
degree and the organizational structure as such cannot fully explain performance dif-
ferences among multibusiness firms. What seems to be clear, though, is that the reali-
zation of intended cross-business growth and profitability potential is not a trivial mat-
ter. Particularly in today's economy, where corporate advantage is rooted increasingly
in the human, social and intellectual capital of a firm (e.g.Dess et al., 2003), cross-
business collaboration becomes a central vehicle for multibusiness firms to assemble,
deploy and leverage these types of capital for creating growth opportunities and com-
petitive advantage.

However, competition, rather than collaboration, will occur when there is a lack of
aligned strategic orientation, shared values and a climate of trust (Burgelman & Doz,
2001; Ghoshal & Bartlett, 1996; Tsai, 2002). Particular leadership capabilities are nec-
essary throughout the entire organization to enhance trust and collaboration between
the units and to balance the different and mostly conflicting interests. One of those
capabilities, entrepreneurship, is also required to effectively realize growth potentials
(Burgelman et al., 2001; Goold et al., 1998a; Goold, Campbell, & Alexander, 1998b).
Finding managers who embody all of these capabilities will be difficult. As these ca-
pabilities are firm-specific in nature, they need to be developed within the specific or-
ganizational context (Burgelman et al., 2001; Miiller-Stewens & Knoll, 2005b). By
setting adequate organizational and procedural arrangements, the role of corporate
management is seen as being indirect in nature, enabling the respective collaboration
E. B. Galli, Building Social Capital in a Multibusiness Firm,
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b Introduction

culture and leadership capabilities throughout the organization (Bowman & Helfat,
2001; Goold et al., 1998a; Miiller-Stewens et al., 2005b). Thus, leadership develop-
ment is regarded as a central means for a corporate management to enable the relevant
collaborative culture and leadership capabilities for a corporate strategy to be success-
fully realized. This is reflected in a continuous flow of high level investments in the
leadership development of large firms across all industries the world over (PriceWa-
terhouseCoopers, 2006). However, as the return on these investments remains puz-
zling, the lack of sound evidence suggests that not all of these efforts indeed result in
improvement in leadership. Thus, there seems to be a need to explore leadership de-
velopment approaches that are aligned with their particular strategic context.

This dissertation proposes to address this issue by exploring the role of leadership de-
velopment practices for turning strategy into practice in the particular context of mul-
tibusiness firms. In order to realize intended cross-business growth and efficiency syn-
ergies, valuable collaboration activities across the firm’s businesses are seen to be
critical (Goold et al., 1998a; Miiller-Stewens & Knoll, 2006). Interestingly, these
cross-business collaboration activities originate in the businesses rather than in the
corporate center of a multibusiness firm (Martin & Eisenhardt, 2003). Further, entre-
preneurial leadership and the related social capital seem to be involved when it comes
to valuable cross-business collaboration (Martin et al., 2003). Thus, in contrast to tra-
ditional human-capital-oriented approaches to leadership development, we will ad-
dress particularly the contribution to social capital. Previous human resources man-
agement literature was mainly concerned with explaining the effect of leadership de-
velopment regarding a single intervention (Kepes & Delery, 2007; Mabey, 2002).
However, from a strategic perspective the interrelation and alignment of different
leadership development practices is seen to be critical in creating sustained competi-
tive advantage (Allen & Wright, 2007; Boxall, Purcell, & Wright, 2007; Kepes et al.,
2007; Purcell & Kinnie, 2007). To overcome this shortcoming of traditional human
resources management literature we will adopt a strategic human resources manage-
ment perspective in this dissertation.

To introduce the dissertation’s purpose, this chapter is structured as follows. First, we
describe the research problem in more detail, including the existing research gaps, and
indicate our research intent and guiding questions (1.1). In subchapter 1.2, we inform
about our intended contribution to existing research and managerial practice. Finally,
we conclude by providing an outline of this dissertation’s content to orient the readers

(1.3).
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1.1 Research Problem and Research Gaps

It is widely acknowledged that leadership development does not only contribute to
individual career success but also to collective performance on the organizational level
(for an overview: Burke & Day, 1986; Collins & Holton, 2004; Mabey, 2002). Thus, it
is apparent that multibusiness firms make extensive use of leadership development
practices in order to enhance their corporate advantage. This is mirrored in the esti-
mated EUR 1.5 billion invested annually in leadership development programs in
Europe across all industries, as reported in a recent global survey by PriceWalter-
houseCoopers (PriceWaterhouseCoopers, 2006). However, this investment seems to
be rather “an act of faith” (Mabey & Ramirez, 2005:1067). Indeed, measuring effec-
tive leadership on the firm level against selected metrics, the study by PriceWater-
houseCoopers points out that despite these considerable investments there has been no
significant improvement in overall leadership in organizations. They conclude by call-
ing for a review of the efficacy of leadership development programs. This call is
shared by most of the leadership development literature, which complains about a lack
of empirical evidence regarding the impact of leadership development on the organiza-
tional level (e.g. Mabey et al., 2005).

Indeed, it is difficult to identify studies that explore the linkage between leadership
development and the benefit of this investment on different organizational levels, es-
pecially on the corporate level (Winterton & Winterton, 1997; Wright, Gardner, Mo-
jnihan, & Allen, 2005). It is reported that positive associations on the individual and
organizational levels can somehow be found (Mabey et al., 2005; Winterton et al.,
1997); however, results remain scattered and diverse. Beyond that, causality remains
unexplained. It is not clear whether leadership development practices have contributed
to larger performance outcomes or whether larger performance outcomes have resulted
in larger investments in leadership development (Boxall & Purcell, 2003; PriceWater-
houseCoopers, 2006) With respect to the continuous flow of high level investments by
firms in this domain, there is agreement among scholars and practitioners on the need
to review the efficacy of leadership development regarding its organizational contribu-
tion in general (Mabey et al., 2005; PriceWaterhouseCoopers, 2006; Winterton et al.,
1997). This will be particularly intriguing for a firm relying on leadership development
as a means for fostering strategy realization, such as large multibusiness firms. Thus,
this dissertation aims to offer corporate management, and more specifically corporate
human resources management, insight into the effective use of leadership development
practices as a source of corporate advantage.

From the perspective of corporate management, leadership development can be seen as
a subsystem of human resources management. Therefore, strategic management re-
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search as well as human resources management research and particularly leadership
development research have to be consulted when exploring the role of leadership de-
velopment in a multibusiness firm’s strategy realization.

In searching for explanations of performance differences among multibusiness firms,
strategic management literature acknowledges the importance of the way corporate
management drives the strategy realization. As a diversification of businesses as such
— disregarding its degree and its organizational arrangement - does not automatically
lead to superior corporate effects or synergy realization (Miiller-Stewens & Brauer,
2007; Miiller-Stewens & Knoll, 2005b; Rumelt, Schendel, & Teece, 1994), the man-
agement of these elements seems to be rather critical (e.g.Bowman & Helfat, 2001).
However, surprisingly little is known on how multibusiness firms realize their cross-
business synergy potential and the underlying processes (Martin et al., 2003). Thus,
exploring how the corporate management of a multibusiness firm enables cross-
business value creation is considered valuable.

Human resources management literature entails a large body of studies investigating
the contribution of human resources management practices (including leadership de-
velopment practices) to firm performance (Huselid, 1995). Even though most studies
acknowledge a correlation between the two, there is still a lack of sound evidence
(Boxall & Purcell, 2003; Purcell & Kinnie, 2007; Wright et al., 2001). In particular, it
is not clear through which process leadership development creates organizational im-
pact and not only individual career success (Mabey et al., 2005; Purcell et al., 2007).
As most studies are based on HR managers as respondents, the view of the employee,
who experiences these activities is surprisingly absent. To consider the key role of em-
ployees in producing performance outcomes, it is suggested that the performance rela-
tionship should be fine-grained by focusing in particular on employee perception as a
mediating factor (Purcell & Kinnie, 2007). A further concern is that, primarily, only
isolated practices are addressed, regardless of their potential interrelations (Kepes &
Delery, 2007; Lewis, 1997).

Thus, both fields identify a need to further explore how leadership development prac-
tices might contribute to cross-business value creation within a multibusiness firm.
The inherent macro-level perspective of strategic management research does not ade-
quately reflect how important people management at the individual level is to the
process of strategy realization. At the same time, human resources management has an
inherent micro-level perspective which equally falls short in accounting for the interre-
lationship of diverse leadership development practices within a strategic context (Allen
& Wright, 2007).
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The young discipline of strategic human resources management seeks to bridge this
gap. By focusing on a subset of human resources practices, its core concern lies with
the interrelation and alignment of human resources practices in order to form a source
of competitive advantage. Even though many researchers repeatedly affirm the impor-
tance of a strategic alignment of human resources management practices, such as lead-
ership development, (Allen & Wright, 2007; Boxall et al., 2003; Kepes et al., 2007;
Kerr & Jackofsky, 1989), it is still not clear how this should be done in order to create
an impact with a specific focus on corporate level.

By investigating the role of leadership development for cross-business value creation
in multibusiness firms, this dissertation aims to contribute to the identified unexplored
areas of strategic management and human resources management research. By focus-
ing on the particular question of alignment of leadership development practices, it is
intended to bridge the shortcomings of both fields. Consequently, this dissertation pro-
poses to adopt a strategic human resources management perspective.

1.2 Research Focus and Guiding Questions

Given the acknowledged importance of successful leadership development as a means
for enabling corporate added value, it is of vital interest for multibusiness firms to un-
derstand when and how leadership development contributes to firm success beyond
individual competency and skill enhancement. Recognizing this importance of leader-
ship development as a means for corporate management to realize strategy, the spe-
cific research intent of this dissertation lies primarily in understanding more about sow
leadership development practices impact the realization of cross-business value crea-
tion on a corporate level.

Before elaborating on the various leadership development practices and their contribu-
tion, we must first clarify what leadership development practices should aim for in the
strategic setting of multibusiness firms. In other words, what are the relevant condi-
tions for realizing cross-business synergies in a multibusiness firm’s context?

Recognizing cross-business collaboration activities as the engine of organic business
growth — and thus strategy realization - in multibusiness firms (Goold & Campbell,
1998a; Miiller-Stewens & Knoll, 2006), this attempt starts by elaborating the most im-
portant factors involved in the strategy realization process in general and cross-
business collaboration in particular.

A growing body of literature identifies middle managers as playing a key role in the
strategy realization process, arguing that “organizational performance is heavily influ-
enced by what happens in the middle of the organization, rather than at the top” (Cur-
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rie & Procter, 2005:1325). According to Martin et al. (2003), this might also apply to
the realization of cross-business synergies as they show that cross-business collabora-
tion initiatives originate among the businesses rather than from top management. Fur-
ther, we know from middle manager literature that certain strategic activities have
been proven to be related to strategic impact, such as, for example, championing alter-
native opportunities or implementation activities etc. (Floyd & Wooldridge, 1997)
Corporate entrepreneurship literature also reveals the activities of middle managers to
be comprised of the discovery and exploitation of new business opportunities on a
very general level (Kuratko, Ireland, Covin, & Hornsby, 2005). It appears that entre-
preneurial leadership is involved when it comes to valuable cross-business synergy
realization (Martin et al., 2003). However, entrepreneurial leadership requires ade-
quate social relationships to be employed and put into valuable action (Adler & Kwon,
2002; Ireland, Hitt, & Sirmon, 2003). In this sense, social capital is considered to be
both an important antecedent and an outcome of entrepreneurial leadership activities.
It is argued that to enhance valuable cross-business collaboration within multibusiness
firms, leadership development practices need to contribute to the social capital of mid-
dle managers in order to foster the necessary entrepreneurial leadership activities.

Consequently, it is of interest to understand first how social capital contributes to
cross-business collaboration in multibusiness firms and how middle managers deploy
and build it. This results in our first research question:

Research Question 1:

1. How does social capital contribute to middle managers’ cross-business collabo-
ration activities and how is it developed?

Based on these first insights, it is of interest to examine how the building of this social
capital can be supported systematically by leadership development practices. Tradi-
tionally, the contribution of leadership development is seen in the competency and
skill enhancement of managers (Neck & Manz, 1996); thus, it is considered to be a
function of the human capital of a firm. Beyond these individual-level approaches,
recent approaches recognize the role of leadership development in supporting the
strategy realization process by enhancing the internal social capital aligning strategic
orientation, shared values and creating trustful social relationships across units (Day,
2000). Faced with the existing variety of leadership development practices, such as,
e.g., internal leadership training, job assignments, mentoring, coaching, 360-degree
feedback, etc., a deeper understanding of s#ow these leadership development practices
contribute to valuable cross-business collaboration through fostering social capital is
needed. Traditionally, most of the leadership development studies engage in a cross-
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sectional evaluation approach based on a specific, single leadership development in-
tervention (Kepes et al., 2007; Lewis, 1997). This disregards the mutual reinforcement
of the different leadership development practices that are embedded in a certain strate-
gic context over time. Therefore, this dissertation turns the perspective toward explor-
ing patterns of leadership development experiences that contribute to the necessary
social capital development for valuable cross-business collaboration according to the
perception of middle managers:

Research Question 2:

2. In which way do leadership development experiences most likely allow a mid-
dle manager to accumulate the necessary social capital for valuable cross-
business collaboration?

For corporate human resources management within a multibusiness firm, however, it
is of interest to know how leadership development practices can be aligned and de-
signed to enhance systematically the relevant experiences for valuable cross-business
collaboration. Thus, based on the elaboration of the leadership development experi-
ences, we will elaborate as well on the underlying (intended) leadership development
practices. In doing so, we seek to derive theoretical propositions on a design of aligned
leadership development practices favorable to enabling valuable cross-business col-
laboration. This is indicated by our last research question:

Research Question 3:

3. How can corporate human resource management align leadership development
practices to foster cross-business value creation?

In general, this dissertation offers a different research perspective and evaluation of
leadership development practices in two ways. First, whereas traditional perspectives
have focused mostly on the contribution of individual human resources practices, we
aim to focus on their effect through inferrelationships and alignment. Secondly, we
consider not only the intended and designed practices but integrate the view of how
they are experienced. Our perspective in distinction to other research perspectives is
summarized in the following figure:
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Corporate Human Resources Management

Leadership Development Practices

Traditional Perspective Perspective of this Dissertation

Experienced

Practice 1 Practice 2 Practice 3 .
Practice 1

cross-business

value creation
Organizational| Organizational Organizational Experienced Experienced
value creation value creation value creation Practice 3 Practice 2

Figure 1-1: Perspective of the Dissertation

1.3 Purpose and Contribution

Generally, our research intent in this dissertation lies primarily in understanding more
about how leadership development practices impact the realization of cross-business
value creation in a multibusiness firm on a corporate level. We argue that leadership
development practices are a means for multibusiness firms to fostering strategy reali-
zation by enhancing the social capital of middle managers, which in turn fosters entre-
preneurial leadership activities necessary for valuable cross-business collaboration.
We hereby aim to contribute to both literature of strategic management and human
resource management with their respective sub-domains.

We intend to contribute to strategic management literature in three regards. Focusing
on the managerial aspect of corporate strategy including strategy realization, we con-
tribute primarily to corporate strategy, process and cross-business synergy literature
(e.g. Goold et al., 1998a; 1994; 1998b; Martin et al., 2003; Miiller-Stewens et al.,
2005b, 2006; Porter, 1996; Porter, 1987). We provide insights on how corporate man-
agement and its human resource management can enable cross-business collaboration
among its businesses through the alignment of leadership development practices. By
focusing on the particular role of middle managers, we aim, secondly, to contribute as
well to middle manager literature (e.g. Floyd & Wooldridge, 1992, 1996; 1997, 2000;
Pappas & Wooldridge, 2007). As this literature is mostly concerned with strategic ac-
tivities that are directed up- or downward, we might complement this view with a lat-
eral and peer-related view that is relevant in cross-business collaboration settings. Fi-
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nally, we intend to contribute as well to organizational social capital literature (Gho-
shal & Bartlett, 1990; Leana & Van Buren, 1999; Mehra, Dixon, Brass, & Robertson,
2006; Nahapiet & Ghoshal, 1998; Tsai, 2000, 2002; Tsai et al., 1998). We refine the
understanding of the quality of social capital needed for valuable cross-business col-
laboration and how it might be distinct to other types of intra-organizational collabora-
tion. Further, we provide insights on the deployment and development of relevant so-
cial capital for valuable cross-business collaboration.

We also seek to contribute to the literature of human resource management (Boxcall,
Purcell, & Wright, 2007; Purcell et al., 2007; Ulrich & Brockbank, 2005; Wright et al.,
2001), particularly the sub-domain of leadership development (Conger, 1993; Day,
2000; Fiedler, 1998; Mabey et al., 2005; Seibert, Hall, & Kram, 1995; Winterton et al.,
1997) and strategic human resources management (Boxall et al., 2003; Holbeche,
1999; Kepes et al., 2007; Kerr et al., 1989). First, we address the suggestion found in
the literature to examine the performance linkage by introducing the employee experi-
ence perspective explicitly into the conceptual model (Purcell et al., 2007). In doing
so, we provide insights into how leadership development practices are experienced in
order to serve in a particular strategic firm context. Secondly, we broaden leadership
development literature with insights on how practices most likely support social capi-
tal — individually and in interrelationships. Finally, we intend to enrich strategic human
resources management literature on how leadership development practices can be
aligned in order to become a source of sustained competitive advantage for multibusi-
ness firms itself.

Beyond that, our research might have important implications for the top managers and
the corporate human resources managers of a multi-business firm as well as consult-
ants in human resources management and leadership development. Focusing on the
realization of cross-business synergy generation, we provide insights into how strategy
realization can be enabled with a set of leadership development practices that fosters
the necessary collaboration culture and leadership capabilities. For corporate human
resources managers we provide insights on how to design and align leadership devel-
opment practices that enhance particularly cross-business collaboration activities.
Moreover, this might help to distinguish leadership development practices on business
and on corporate level regarding contribution and design.

1.4 Outline of Dissertation

This dissertation is structured as follows. Framed by an introductionary chapter at the
beginning and a conclusion chapter at the end, the body of the work consists of four
chapters, comprising the theoretical embedding of this dissertation (chapter 2), the re-
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search approach (chapter 3), the case study presenting the empirical findings (chapter
4), followed by the analytical generalization of the findings (chapter 5).

In the first chapter, we introduce the research problem: the realization of cross-
business growth synergies by multibusiness firms. We focus on research gaps and our
intent to explore leadership development as a means for multibusiness firms to achieve
corporate advantage. Further, we derive guiding research questions and outline our
intended contributions.

In the second chapter, to embed our problem, we review the existing research and the-
ory with regard to our research focus. Based on that, we elaborate a guiding investiga-
tion framework for our research. We divide this chapter into three parts: First, we re-
view the main theoretical building blocks of multibusiness firms, their strategy, and the
factors that need to be considered in strategy realization. Secondly, we introduce lead-
ership development as a human resource management activity, its impact on perform-
ance, and the shortcomings of previous research. Finally, based on the shortcomings of
the existing literature, we propose for our research a guiding investigation framework
adopting a strategic human resources management perspective. We describe each ele-
ment of the framework, including a selection of the most promising leadership devel-
opment practices and their potential contribution to social capital.

In the third chapter, we outline our research approach, indicating how we intend to
investigate our research questions. We propose an inductive embedded case study ap-
proach to capture leadership development practices and how they have been experi-
enced. Working with the multibusiness firm that was selected as our research site, we
chose a sample consisting of middle managers who have been successful in cross-
business collaboration activities as well as middle managers who have been less suc-
cessful. Based on this selection, we aim to compare both samples with regard to their
cross-business social capital and leadership development experiences.

In chapter four, we present our empirical findings in the format of a case study. We
first describe the research context and the research site. Further, we engage in a within-
case study, analyzing cross-business collaboration activities, social capital and leader-
ship development experiences among middle managers with high, moderate and low
engagement in cross-business collaboration.

Chapter five provides an in-depth analysis across the three groups of middle managers
related to each research question. The findings are supported by interview citations
and discussed in the light of the existing literature. This results in the development of a
set of theoretical propositions that can be summarized thusly: 1) different cross-
business collaboration activities require different degrees (stages) of social capital; 2)
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social capital stages are path-dependent in nature and develop out of each other; 3)
different leadership development experiences contribute to different stages of social
capital; 4) leadership development practices should be aligned in such a way that they
contribute to the development of the identified stages of social capital.

Finally, we summarize in chapter six the contributions of this dissertation to theory
and managerial practice and refer to the limitations and directions for future research.

The outline of this dissertation is summarized in the following figure:
1

1. Introduction

. Research Problem and Research Gaps

. Research Focus and Guiding Question

2.  Existing Theory and Research
. Multibusiness Firms
. Leadership Development in Multibusiness Firms

. Strategic Alignment of Leadership Development in Multibusiness Firms

3. Research Approach
. Research Methodology
. Research Design and Data Analysis

. Research Quality

4.  CaseStudy
. Research Context
. Research Site

. Cross-collaborating Middle Managers

5. Analytical Generalization
. The role of Social Capital in Cross-business Collaboration
. Leadership Developments’ Contribution to Social Capital

. Strategic Alignment of Leadership Development

6.  Conclusion
. Contributions to Theory and Practice

. Limitations of this Dissertation and Directions for future Research

Figure 1-2: Outline of Dissertation
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2 Existing Theory and Research
2.1 Multibusiness Firms

2.1.1 Introduction

Most large firms today are multibusiness firms (Bowman et al., 2001; Miiller-Stewens
& Brauer, 2007), which means that they are engaged in more than one business. Thus,
a common characteristic of multibusiness firms (in the following, abbreviated with
MBF) is that they are diversified, even though their degree of diversification might
differ and vary over time (for an overview: Palich, Cardinal, & Miller, 2000; Ramanu-
jam & Varadarajan, 1996). The primary entrepreneurial logic underlying the manage-
ment of an MBF is identical to that of a single-business firm: to create added value
(Goold et al., 1994). In contrast to single business firms, the management of an MBF
assumes that it is able to create a higher added value as corporation, i.e., it is more than
the sum of the value creation of its individual businesses. During the last several dec-
ades this phenomenon has been subject to extensive economic and management re-
search efforts in order to understand whether, why and under which circumstances di-
versification of MBFs leads to corporate advantage, and consequently, how it can be
managed.

The research intent of this dissertation is to explore the role of leadership development
for cross-business value creation in MBFs. With regard to this intent, some basic con-
cepts of the MBF are outlined in this chapter. First, cross-business value creation as
the entrepreneurial rationale of MBFs (2.1.2.) is introduced, followed by the illustra-
tion of cross-business synergies as the basic ingredient of corporate strategies in
MBFs (2.1.3). Thereafter, the role of middle managers, entrepreneurial leadership and
social capital for strategy realization in MBFs are discussed (2.1.4). Finally, in chapter
2.1.5 we summarize the most important theoretical insights and shortcomings regard-
ing our research intent and position our research attempt within strategic management
literature. It is important to emphasize, that we confine the review consciously to what
we believe is useful for our research approach.

2.1.2 Entrepreneurial Rationale

To strive for continuous corporate value creation in order to create a corporate advan-
tage is the entrepreneurial underlying rationale of each MBF, independently of indus-
tries (e.g.Chandler, 1991; Goold et al., 1994; Miiller-Stewens et al., 2007). However,
value creation generally is not a concept used only for MBFs (Goold et al., 1994).
Rather, it is the prime and inherent rationale of each enterprise, independent of its be-
ing a single or multibusiness company. A firm creates value to fulfill the interests and
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minimum requirements of its stakeholders to sustain their support. That means “[o]n a
most simplest level, value creation is the creation of a surplus over and above these
requirements.” (Goold et al., 1994: 39). Indeed, if an MBF is not capable of creating
corporate value, it might face of increasing pressure from financial investors to aban-
don one of its businesses (Miiller-Stewens et al., 2005a). Corporate management that
is a parent of multiple businesses should strive to create more value than its businesses
would create stand-alone in the market (e.g. Ansoff, 1965; Goold et al., 1994; Porter,
1985; 1987) or if they were owned by another parent (Campbell, Goold, & Alexander,
1995). Scholars refer to this phenomenon in various ways such as corporate effects
(e.g. Rumelt, 1982; 1994), corporate surplus (or discount) (e.g. Markides & William-
son, 1994; Williamson, 1996) corporate advantage (e.g. Collis & Montgomery, 1998;
Peteraf, 1996) or parenting advantage (e.g. Goold, Campbell, & Alexander, 1998b). It
characterizes corporations as creating an added value which is higher than the sum of
its parts, taking all costs for the management of the corporation into account.

The variety of terms indicates the underlying diversity of theoretical perspectives that
have contributed to the understanding of this phenomenon, such as an economically
rooted diversification view (e.g. Rumelt, 1982), a market-oriented transaction cost
view (e.g. Markides et al., 1994) or an organization-oriented resource based view (e.g.
Collis & Montgomery, 1995). During the last few decades, this body of research was
at its heart concerned with the question of whether MBFs create value through their
corporation or not, in other words, whether corporate effects do exist. Whereas some
authors question the existence of corporate effects (Rumelt, 1982; Schmalensee,
1985), recent studies investigating the diversification performance linkage provide
persuasive support that a corporate surplus — and discount — does occur (Bowman et
al., 2001; Helfat & Eisenhardt, 2004; Markides et al., 1994; Palich et al., 2000). Exten-
sive investigatory efforts into the question of the degree of diversification, i.e. specific
relatedness measures (e.g. Bettis, 1981; Rumelt, 1982) could, however, not harmonize
these inconsistent empirical results. Nor did approaches regarding the appropriate or-
ganizational arrangements (Govindarajan, 1988; Hill, Hitt, & Hoskisson, 1992) suffi-
ciently account for performance differences among MBFs. Analyzing this ongoing
debate, Bowman et al (2000) conclude that if different methodological approaches and
samples are taken into account, corporate effects remain viable.

In sum, the research literature identifies six major factors influencing corporate effects:
the scope of the firm, the core competencies, organizational structures, systems of
planning and control as well as the corporate management in terms of the managerial
ability to strategize and manage the foregoing influencing factors (Bowman et al.,
2001). Thus, it seems that a diversification of businesses as such - related or unrelated
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- in one or the other organizational arrangement does not automatically lead to supe-
rior corporate effects or synergy realization (e.g. Miiller-Stewens et al., 2007; 2005b;
Rumelt et al., 1994). Rather a corporate strategy, reflecting the management of these
effects, seems to play an important role in explaining corporate advantage (Bowman et
al., 2001).

2.1.3 Corporate Strategy

Whereas a single business firm can only source its value creation from the value chain
of its single business, the advantage of a multibusiness firm lies in having an addi-
tional source to realize added value across all businesses (Goold et al., 1994). Accord-
ingly, the corporate management of an MBF is typically concerned with both business
and corporate level effects and thus strategies. Whereas business strategy “deals with
the ways in which a single-business firm or an individual business unit of a larger firm
competes within a particular industry or market, [c/orporate strategy deals with the
ways in which a corporation manages a set of businesses together.” (Bowman et al.,
2001:4). In other words: “Corporate Strategy is the way a company creates value
through the configuration and coordination of its multimarket activities.” (Collis &
Montgomery, 1997: 5). Thus, different corporate strategies and contingent forms of
configuration and coordination among MBFs are apparent. For example, an MBF
striving for an added value through the portfolio management (referred to as portfolio
optimization) of the company mainly implies diversifying through the acquisition of
businesses which do not necessarily have to be in the same industry as the existing
businesses. In such a setting, the businesses remain rather autonomous and coordina-
tion is managed via induced management techniques and capital sharing (Collis, 1996;
Grant, 1996; Porter, 1987). Relationships between the corporate management and the
businesses are central, whereas relationships among the businesses are only marginally
important in this strategic context.

In contrast, MBFs that strive to create added value by exploiting the interrelationships
between the businesses can do so in two different ways: Either they transfer skills and
know-how to optimize the value chain management of their businesses (referred to as
vertical optimization) or they directly integrate and share certain value chain activities
(referred to as horizontal optimization), such as, for example, a shared production site
(Goold et al., 1998a; Miiller-Stewens et al., 2007; Porter, 1987). While a strategy fo-
cusing on vertical optimization implies that businesses still act autonomously, in a set-
ting of horizontal optimization the organizational autonomy of the businesses is lim-
ited in favor of a strategic integration. However, even though the way to create the
corporate surplus can seemingly differ, cross-business value creation remains the
common denominator of an MBF corporate strategy. Thus, synergies discussed as the
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most important vehicle and source of cross-business value creation are an important
strategic concept for MBFs (Martin & Eisenhardt, 2001). Indeed, most strategic moves
toward diversification or acquisitions and mergers arise in the primary idea of creating
synergies (Goold & Campbell, 1998a; Sirower, 1997). Therefore we will describe in
more detail what cross-business synergies mean in the following sections.

Definition of Cross-business Synergies. Introduced by Igor Ansoff (1965) into stra-
tegic management literature, the concept generally assumes that the whole is more
than the sum of its parts. Applied to the context of MBFs it describes the effect that the
return of the whole corporation is more than the sum of the returns of each individual
business (Ansoff, 1965). As returns can be either influenced through reductions of ex-
penditures or enhancement of revenues, the term synergy does not strictly refer only to
potential cost savings as some authors (e.g. Besanko, Dranove, & Shanley, 2000) and
common usage generally suggest. Therefore Martin et al. (2001) opt for a comprehen-
sive definition, defining cross-business synergies as “the value that is created over
time by the sum of the businesses together relative to what their value would be sepa-
rately.” (Martin et al., 2001:3). However, this is a rather outcome-based definition.
Realizing synergies has a price and needs to be managed (Porter, 1996; Porter, 1985;
Sirower, 1997); otherwise, dissynergies can result when transaction costs are higher
than realized synergies. This refers to the relevance of the underlying process of cross-
business synergy realization, which is reflected in a definition by Goold and Campbell
(1998) who understands cross-business synergies as “the ability of two or more units
or companies to generate greater value working together then they could working
apart.” (Goold et al., 1998a:133).

Types of Cross-business Synergies. Despite the fact that several research domains
have addressed cross-business synergies very few attempts at a typology or compre-
hensive classification scheme exist (Ansoff, 1965; Goold & Campbell, 2000; Porter,
1996). A recent approach to provide a typology of cross-business synergies distin-
guishes cross-business synergies according to the nature of the resources involved as
well as based on their desired outcome (Knoll, 2008; Miiller-Stewens et al., 2005a).
Accordingly, synergies are categorized into operative synergies, market power syner-
gies, financial synergies and corporate management synergies. Whereas operative
synergies focus on leveraging operative resources across their businesses to increase
efficiency and profitable growth, market power related synergies aim to reduce busi-
ness-level competition by sharing market power resources. Financial synergies exploit
financial advantages to lower capital costs and increase firms financial flexibility and
corporate management synergies profit from leveraging corporate management re-
sources to the individual businesses of a firm (Knoll, 2008). Depending on their corpo-
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rate strategy an MBF might emphasize different types of cross-business synergies. For
example, an MBF following the strategy of a portfolio manager strives to achieve
cross-business value creation through the realization of financial synergies, whereas an
MBF following a horizontal optimization strategy will realize operative synergies.

Efficiency and Growth Synergies. Within the category of operative synergies, effi-
ciency and growth synergies can be distinguished (Knoll, 2008). Efficiency synergies
commonly known and formalized as ‘economies of scope’ refer to a sharing of similar
operative resources, for instance concentrating selected value chain activities across
businesses, such as IT service or production facilities (Collis et al., 1998; Porter,
1987), which in consequence lead to the benefit of investment reductions. Growth syn-
ergies are much less frequently addressed in the literature than efficiency synergies
(Palich et al., 2000; Ramanujam et al., 1996). They have only recently emerged within
strategic management research and are not yet elaborated satisfactorily. Accordingly,
this dissertation intends to illuminate these specific growth synergies further. It seems
that there are indications that “growth synergies are based on dynamic
(re)combinations of complementary resources across businesses to capture market op-
portunities rather than on static sharing of similar resources across businesses to in-
crease their utilization” (Knoll, 2008:26). In other words, efficiency synergies imply
the bundling and exploitation of similar resources, such as, e.g., a plant facility,
whereas growth synergies imply the combination and bundling of complementary re-
sources, such as different products, to a unique business or customer solution (Knoll,
2008; Tanriverdi & Venkatraman, 2005).

MBFs might pursue different types of cross-business synergies depending on their
main strategic orientation. However, the underlying strategic logic remains the same:
the realization of cross-business value creation over cross-business synergies.

2.1.4 Strategy Realization'

If the corporate strategy of an MBF centers on value creation across its businesses
through different types of cross-business synergies, corporate management must be
considered to involve the realization of cross-business synergies when turning strategy
into practice. Despite the pursuit of cross-business value creation as the underlying
strategic logic of any MBF, relatively little is known on how these cross-business syn-

" Acknowledging the mutually reinforcing character of strategy formation and implementation as a continuous
intertwined process in practice (Burgelman, 1991; Lechner, 2006), we use the term strategy realization instead
of strategy implementation in order to avoid a false impression of a separability that might only exist for ana-
lytical purposes.
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ergies are de facto realized by managers, and thus it still remains an elusive goal to
most MBFs (Martin et al., 2001, 2003; Porter, 1987).

Generally, the realization of cross-business synergies affects two major relationships
in an MBF: The relationships between the businesses and their corporate center and
the relationships between the businesses (Martin et al., 2001, 2003). Whereas an MBF
pursuing portfolio optimization is most likely concerned with the relationship of the
corporate center and its businesses, vertical and, particularly, horizontal optimization
need to consider as well the relationships among businesses (Goold et al., 1998a).
Even though research on cross-business synergies has not yet provided specific in-
sights into the sources, contexts or processes by which cross-business synergy poten-
tials are realized, it seems that it is not trivial. Competition, rather than collaboration?,
will occur when an aligned strategic orientation, shared values and a climate of trust
are lacking (Burgelman et al., 2001; Goold et al., 1998a). To create such an environ-
ment, particular management and leadership capabilities are necessary, such as to en-
hance trust and collaboration between the businesses, the capability to balance their
different and mostly conflicting interests as well as entrepreneurial leadership to turn
potentials into realization (Miiller-Stewens & Knoll, 2005b). Particularly in strategic
settings where the relationships among businesses are considered to be the main source
of cross-business value creation (horizontal optimization), collaboration activities
across businesses can be seen as playing a major role for synergy realization. Indeed,
managers of MBFs confirmed in a recent survey that they see in cross-business col-
laboration efforts their most important strategic priority today and in the future
(Miiller-Stewens & Knoll, 2006).

The importance of cross-business collaboration is also noted by Campbell (1999), who
identifies it as “the key” to cross-business synergy realization, which is already re-
flected in the above-mentioned definition of cross-business synergies as the ability to
generate greater value by working together (Goold et al., 1998a:133). Thus, for an
MBF that is particularly concerned with horizontal optimization, valuable cross-
business collaboration can be seen as the main ingredient to be managed in its strategy
realization.

One means of corporate management to directly influence cross-business collaboration
is to create influencing linkages between businesses (Goold et al., 1994), e.g., through

2 We will use the term “collaboration” interchangeably with cooperation (Huxham, 1996). We are aware of the
historical associations with this term and will use it in a positive way according to Huxham (1996) who clari-
fies in the first sentence of his book: “For some, the term ‘collaboration’ carries a negative connotation; this is
a hang-over from the Second World War when the term was used to describe those who worked with the ene-
my. In this book, however, ‘collaboration’ is taken to imply a very positive form of working in association
with others for some form of mutual benefit.” (Huxham 1996:1).
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management processes, information and resource sharing, coordination of client ap-
proach, product innovations, etc. However, to imposing and determining these link-
ages implies, on the other hand, the enormous risk of destroying value by creating
large overhead costs of central staff in order to be able to coordinate and control these
linkages (Goold et al., 1994). Thus, particularly in strategic settings focusing on cross-
business collaboration as a source of corporate advantage, the possibilities for an MBF
to manage strategy realization are difficult and limited. In this case, the role of a cor-
porate management has to be rather indirect in nature. By setting the adequate organ-
izational and procedural arrangements it enables the respective collaboration culture
and management capabilities (Miiller-Stewens et al., 2005b). How a respective col-
laboration culture, including the relevant management capabilities, can be enabled in
such a way that cross-business collaboration is enhanced is an intriguing question for
the corporate management of an MBF (Campbell, 1999), but it has yet to be explored
(Campbell, 1999; Eisenhardt & Galunic, 2000; Martin et al., 2003). Thus, contributing
to this need for elaboration has been identified as valuable attempt for this dissertation.
Consequently, the next sections refer to MBFs which strategically pursue a horizontal
optimization over operative synergies (efficiency and growth synergies) and thus en-
gage in cross-business collaboration as main source for corporate advantage. As the
contribution of corporate management is limited to an indirect role, middle managers
among the businesses have to be taken into account.

The Role of Middle Managers for Strategy Realization in MBFs. A growing body
of literature has identified middle managers “as key strategic actors”, arguing - in con-
trast to the traditional research focus on top management teams - that “organizational
performance is heavily influenced by what happens in the middle of the organization,
rather than at the top” (Currie et al., 2005:1325). Among the first studies that were
concerned with the role of middle managers with regards to organizational perfor-
mance was a study by Wooldridge & Floyd (1990). They showed that the involvement
of middle managers in the strategy process lead to higher quality of both, strategy im-
plementation and formation. Unlike top managers, middle managers are still close to
clients and markets and thus have the potential advantage being the first to recognize
strategic problems and opportunities in the market environment. At the same time,
middle managers are responsible for realizing the strategy. Early involvement, they
argue, leads to a shared common understanding of the strategy as well as a commit-
ment to its realization. Both enhance the engagement of middle managers in strategy
implementation (Wooldridge & Floyd, 1990).

Even though this study was not purposely conducted in a cross-collaboration setting, it
reveals the important contribution of middle managers for strategy realization in gen-
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eral. That these insights might also be relevant for the particular context of an MBF
focusing on cross-business collaboration is supported by Martin et al. (2003), who
show in their exploratory study that cross-business synergy initiatives originate within
the business-units and not at corporate level (Martin et al., 2003). Further, realizing
cross-business synergies implies that managers are able to recognize these synergy
opportunities including their mutual benefits (Campbell, 1999). More precisely, the
literature identifies a set of specific strategic activities of middle managers that affect
strategic contribution and organizational performance (Floyd et al., 1997). This set of
activities implies, among other things, for example, a set of activities regarding the
championing of new opportunities as well as implementation activities, such as trans-
lating goals into action plans, etc. Martin et al. (2003) also provide supporting evi-
dence that opportunity seeking is an important ability for cross-business synergy reali-
zation, referring to it as a “spirit of opportunity capture”. They argue that cross-
business synergy initiatives emerge at the base of numerous business-unit activities.
When managers actively applied their unique knowledge of their respective business
unit, they were “able to recognize some subset of these activities as potentially syner-
gistic” (Martin et al., 2003:6). They conclude: “This process of discovery and exploita-
tion of opportunities by individuals with unique understanding of these opportunities
represents the essence of entrepreneurship, and reveals the general manager as a cor-
porate entrepreneur.” (Martin et al., 2003:6). Consequently, this indicates that particu-
larly entrepreneurial leadership activities play a role in the strategy realization of a
MBF.

Entrepreneurial leadership is mostly discussed by corporate entrepreneurship literature
as a dimension of and a contribution to the human capital of a firm and its organiza-
tional members (Dess et al., 2003; Dess & Lumpkin, 2001; Ireland, Hitt, & Sirmon,
2003). In this context human capital is understood as “individual capabilities, knowl-
edge, skill, and experience of the company’s employees and managers as they are
relevant to the task at hand, as well as the capacity to add to this reservoir of knowl-
edge, skills, and experience through individual learning” (Dess et al., 2001:26). In this
regard, Ireland (2003) defines entrepreneurial leadership - a specific type of leadership
— as “the ability to influence others to manage resources strategically in order to em-
phasize both opportunity-seeking and advantage-seeking behaviours.” (Ireland et al.,
2003:971). Thus, entrepreneurial leadership is characterized by the following six im-
peratives: nourish an entrepreneurial capability, protect innovations threatening the
current business model, make sense of opportunities, question the dominant logic, re-
visit the “deceptively simple questions” and link entrepreneurship and strategic man-
agement. Similarly, Gupta et al. (2004) identify entrepreneurial leadership as a particu-
lar set of leadership attributes, such as foresight, encouraging, positive, confidence
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builder, decisive and ambitious. (Gupta, MacMillan, & Surie, 2004). Particularly with
regard to middle managers, Kuratko et al. (2005) describe behavioral aspects of entre-
preneurial leadership with the terms endorsing, refining and shepherding entrepreneu-
rial opportunities as well as acquiring and deploying resources needed to pursue en-
trepreneurial opportunities (Kuratko et al., 2005).

Even though there exist various concepts of what entrepreneurial leadership may in-
clude, they all refer to the discovery and exploitation of new business opportunities.
However, managers that embody all of these capabilities in one person are not only
hard to find; these capabilities are firm-specific in nature and need to be developed
within the specific organizational context (Burgelman & Doz, 2001; Prahalad &
Hamel, 1996). This means that, entrepreneurial leadership, when conceptualized as a
human asset embodied in individuals, is not context-independent and requires social
embedding to be activated, deployed and developed. In this sense, social capital is seen
as the “contextual complement of human capital” (Burt, 1997:339). Thus, human capi-
tal is not only intertwined with social capital, it is also an enabler for building human
capital in a firm (Burt, 1997; Ireland et al., 2003; Lepak & Snell, 1999). More pre-
cisely, recent studies have shown that social capital is an important viable outcome
and antecedent in organizational activities, including inter-unit exchanges and entre-
preneurship activities (Adler & Kwon, 2002). Thus, social capital is seen as playing a
major role in enabling the entrepreneurial leadership activities of middle managers that
are necessary to discover and exploit cross-business synergies as the core element of
strategy realization in an MBF.

The Role of Social Capital for Strategy Realization in MBFs. The term social capi-
tal is used across various disciplines on different micro and macro levels of analysis,
such as nations or geographic regions, communities, organizations in their interaction
with other organizations or beyond individual actors and networks (Brass, Ga-
laskiewicz, Greve, & Tsai, 2004; Leana & Van Buren, 1999). In a most general man-
ner social capital refers to social relations among individuals or organizations, and dis-
appears when the relations cease to exist (Hitt, Lee, & Yucel, 2002; Leana et al.,
1999). Through these relationships, action and value creation are facilitated (Adler et
al., 2002). Thus, social relationships and their characteristics can be seen as the critical
dimension of social capital (Hitt, Lee, & Yucel, 2002). In this sense, Burt (1997) de-
scribes social capital in contrast to human capital as “the quality created between peo-
ple, whereas human capital is a quality of individuals” (Burt, 1997:339).

With regard to firms, social capital has been mostly studied with regard to inter-firm
relationships mainly focusing on long-term cooperative relationships between organi-
zations, suppliers, customers and even competitors (Brass, Galaskiewicz, Greve, &
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Tsai, 2004). Focus has also been placed on intra-organizational relationships (Leana
& Van Buren, 1999; Nahapiet & Ghoshal, 1998; Tsai, 2000; Tsai & Ghoshal, 1998).
Accordingly, some authors distinguish between the internal and external social capital
of a firm (Ireland et al., 2003). In the context of this dissertation, we will focus on the
internal social capital of a firm, considering it on an individual (Burt, 2000) and or-
ganizational level (Leana et al., 1999; Nahapiet et al., 1998; Tsai et al., 1998). These
studies show in one or the other way that social relationships across organizational
units have significant impact on unit or organizational performance. They might either
lead to beneficial outcomes or constraint activities (Brass et al., 2004).

Most of the research on the intra-organizational level has been concerned with the
structural aspects of formal and informal social network ties (e.g. network centrality,
structural wholes, density, etc.) and their associations with beneficial performance out-
comes. For example, Mehra et al. (2006) showed that the social network ties a leader
of a unit had with peers positively affected the performance of his unit (Mehra, Dixon,
Brass, & Robertson, 2006). In the same way, Burt (1997) shows the advantage of a
“brokerage opportunity” if managers are able to bridge the gap (structural wholes in a
social system) between otherwise disconnected others, e.g. colleagues (Burt, 1997).

However, to build and maintain a social network implies an investment. Besides struc-
tural aspects it is of importance to consider which quality of intra-organizational rela-
tionships is associated with beneficial outcomes. In this regard, some recent studies
refer to the quality of social relationships as most important component of social capi-
tal. For example, Leana (1999) conceptualizes organizational social capital as
[...]reflecting the character of social relations within the organization, realized through
members’ levels of collective goal orientation and shared trust” (Leana et al., 1999).
Indeed, trust and shared vision and values seem to be important qualities of internal
social capital in order to raise firm performance in terms of product innovations (Na-
hapiet et al., 1998; Tsai et al., 1998). The authors show that particularly trust and
trustworthiness — as a tangible asset and property of relationships — is related to re-
source sharing and recombination among business units which in turn leads to innova-
tion. The building of trust and trustworthiness is rooted in frequent and close social
interactions. Beyond that, a shared vision and shared values play as well a role in the
willingness to collaborate between units. Even though research has not focused exclu-
sively on cross-business synergy realization, these insights are seen to be applicable as
well for this context.

Focusing on cross-business collaboration, an MBF has to consider particularly the
quality of social capital among its middle managers in order to enable the relevant en-
trepreneurial leadership activities to mobilize strategy realization.
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2.1.5 Conclusion

Cross-business value creation is the underlying primary logic of MBFs. Nevertheless,
the way this cross-business value creation is achieved might differ depending on the
respective corporate strategy of an MBF. Three main strategic types of MBFs can be
differentiated: portfolio optimizers, vertical and horizontal optimizers, each of which
strives for cross-business synergies in one or the other form. However, a brilliant strat-
egy is a necessary but not a sufficient precondition to realize corporate effects. It
seems that the way, organizational members — and particularly middle managers — are
involved in strategy realization is as important as the strategy itself in achieving corpo-
rate advantage.

Generally, the realization of cross-business synergies affects two major relationships
in an MBF: The relationships between the businesses and their corporate center and
the relationships among the businesses (Martin et al., 2001, 2003). Whereas an MBF
pursuing portfolio or vertical optimization is mostly concerned with the relationship of
the corporate center and its businesses, horizontal optimization needs particularly to
consider as well the relationships among businesses. To drive strategy realization in
this latter case, the role of corporate management is limited to being indirect in nature.
By setting adequate organizational and procedural arrangements it enables the respec-
tive collaboration culture and management capabilities (Miiller-Stewens et al., 2005b).
However, research has yet to explore, what adequate organizational and procedural
arrangements must be in order to enable collaboration across businesses resulting in
synergy generation, specifically growth synergies. Thus, this dissertation aims to con-
tribute to closing this gap. Evidence provided by research suggest that corporate man-
agement efforts should focus on enhancing the social capital across businesses among
middle managers to enable the deployment and development of the necessary entre-
preneurial leadership activities for strategy realization.

Therefore, this dissertation proposes to explore leadership development as a valuable
means for corporate management to enable its members systematically to identify and
realize cross-business value creation and thus to turn corporate strategy into practice.
Mostly targeted at managers on all hierarchical levels, leadership development prac-
tices embody a particular potential to raise the social capital among middle managers.
Moreover, it might be a source of competitive advantage itself if corporate manage-
ment exhibits the unique ability to enable and to empower, through leadership devel-
opment, the firm’s organizational members to identify and realize themselves linkages
that entail the potential for cross-business value creation (Allen et al., 2007; Barney,
2001; Priem, 2001). Thus, we will review the basic concepts of leadership develop-
ment in MBFs in the next chapter.
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2.2 Leadership Development in Multibusiness Firms

2.2.1 Introduction

In general, effective leadership is associated with the success of all sizes and types of
firms (Daily, McDougall, Covin, & Dalton, 2002; Yukl, 1989). Thus, it is not surpris-
ing that leadership has been recognized by more and more organizations as a source of
competitive advantage, which has consequently led to investment in its development.
Over the past decades one indicator of the distinctive interest in leadership develop-
ment is seen in survey results reporting of increased attention and resources given to
leadership development, particularly by large business organizations (PriceWater-
houseCoopers, 2006). Consequently, the current diversity and number of publications
on this topic is increasingly widespread, analyzing various different aspects of leader-
ship development from different perspectives (Conger & Benjamin, 1999; Yukl,
1989). The primary reason for firms to invest in leadership development is to enhance
and protect their human capital (Lepak et al., 1999). Thus, human-capital-oriented ap-
proaches to leadership development are most common. However, recently the value of
a social-capital-oriented perspective on leadership has been revealed (April & Hill,
2000; Balkundi & Kilduff, 2006; Day, 2000; Storberg-Walker, 2007).

Viewing the role of leadership development through the strategic lense of corporate
management, it becomes a human resources management (HRM) activity that, to-
gether with other related HRM activities, may form a source of competitive advantage
(Allen et al., 2007; Boxall & Purcell, 2003). Concerned about the whole system of
HRM activities as well as the interplay among the individual HRM practices, policies
or processes, the very young field of strategic human resources management (SHRM)
is based on an attempt to connect strategic management with HRM research, mainly
stimulated by the resource-based view of the firm (Allen et al., 2007; Boxall et al.,
2003). By examining the link of HRM activities to performance the concept of fit
plays an important role (Kepes et al., 2007) and marks the core of the debate in
SHRM. It has been proposed that vertically (external fit) and horizontally (internal fit)
aligned HRM activities create positive synergistic effects on organizational outcomes,
whereas inconsistency between HRM activities may even harm organizational effec-
tiveness (Kepes et al., 2007).

With regards to our research intent to explore the role of leadership development as a
means for corporate management to enhance cross-business collaboration we review in
this chapter the basic concepts from the existing literature on leadership development
and strategic human resources management that we believe are relevant to our research
questions. Thus, the purpose of this chapter is to discuss leadership development in
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MBFs. We begin with the definitions of some relevant terms and introduce human-
capital and social-capital-oriented approaches to leadership development (2.2.2). In
chapter 2.2.3, we discuss leadership as a sub domain of human resources management
(HRM), defining the main terms and discussing particularly the current research on the
HRM - performance link and the emergence of the young research field of strategic
human resources management (SHRM). Further, we depict the alignment of HRM ac-
tivities as the core concern of SHRM research in chapter 2.2.4 and introduce the con-
cepts of external and internal alignment, illustrated with examples from the domain of
leadership development. Finally, we conclude by summarizing the most important in-
sights and areas for further exploration based on the reviewed literature (2.2.5).

2.2.2 Leadership Development Approaches

The traditional and human-capital-oriented approaches of leadership development see
leadership as a result of the personal attributes and capabilities of leaders (Bass, 1985;
Conger et al., 1999; Neck et al., 1996). Consequently, leadership development in this
tradition is conceptualized as a development targeted at /eaders in formal management
positions, focusing on their intra-personal competence base, such as, e.g., self-
awareness, self-regulation, self-motivation, and aiming for individual-level skill en-
hancement (Day, 2000; Fiedler, 1996). Hence, the primary reason for firms to invest in
leadership development is to enhance and protect their human capital (Lepak et al.,
1999). Complementary to this approach - but less illuminated — are more recent rela-
tional and social-capital-oriented approaches which acknowledge that leadership is an
ongoing, relational and socially embedded process among all organizational members,
with or without formal leadership positions (Balkundi et al., 2006; Barker, 1997; Day,
2000). Accordingly, leadership development from this perspective touches on the in-
ter-personal competence base, such as, e.g., social and political awareness and empa-
thy, aiming for inter-personal skill enhancement on an individual as well as collective
level and taking into account the particular social context. In this sense, leadership de-
velopment is not only a function of the human but also the social capital of a firm. Par-
ticularly the latter is of interest for our research as we explore leadership development
as a means to enhance cross-business collaboration in MBFs. Before illustrating these
approaches further, the main terms leadership, leader and leadership development, are
defined.

Leadership. Even though the term “leadership” has been defined in numerous ways
within the leadership literature, most of the definitions have in common that leadership
is described as an activity and a way of influencing others (Bruch, 2003; Yukl, 1989;
Yukl, 1994). A definition which, in our eyes, accounts best for the social embedded-
ness aspect of leadership is that by Wunderer (2000), translated and cited in Bruch
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(2003:20): “Leadership is defined as the process of exerting goal-oriented, reciprocal,
and social influence upon others in order to complete shared tasks in a [...] work situa-
tion”. We believe that this definition is accurate for our research in three ways. First, it
refers to the ‘work situation’ and thus excludes other potential contexts where leader-
ship might occur (e.g., parliament or social movements, family, etc.). More precisely,
as we are concerned about business organizations we will use the term leadership to
refer to managerial leadership (Yukl, 1989; Yukl, 1994). Secondly, this definition in-
cludes all directions of leadership activities, whether they are directed up- or down-
ward (toward superiors or subordinates), or in a /ateral direction (toward peers), which
is particularly important for cross-business collaboration. Finally, this definition ac-
counts for managers in a formal hierarchical position but is not restricted to it.

Leader. Most leadership concepts imply that the actor can be identified as a formally
authorised leader within an organization (Yukl, 1994). However, “a person can be a
leader without being a manager and a person can be a manager without leading”
(Yukl, 1989:253). Thus, the above-mentioned definition accounts for both, including
the possibility that leadership might be an activity also occurring among organizational
members who are not necessarily in a formal position or are managers without subor-
dinates (e.g., manager of financial accounts). This refers to a dedicated body of litera-
ture on informal leaders (Kipnis, Schmidt, & Wilkinson, 1980; Yukl & Falbe, 1990) In
accordance with this research stream, we understand a leader to be a person who inten-
tionally exerts influence over others, independent of his or her formal organizational
position. Thus, it might happen — and mostly is desired - that a formally appointed
manager takes on the role of a leader, but it is not restricted to this particular group of
organizational members.

Leadership Development. Based on this broad understanding of leadership, which
embraces all organizational members, leadership development is defined as “[...] ex-
panding the collective capacity of organizational members to engage effectively in
leadership roles and processes [...] building the capacity for groups of people to learn
their way out of problems that could not have been predicted” (Day, 2000:582).
Whereas leadership roles refer to formal as well as informal authorities, leadership
processes imply the enabling of a group to work together in a meaningful way. For a
better understanding, a differentiation of management development might be useful,
even though the borders of the two areas are fluid (Yukl, 1989).

Just as management and leadership are discussed as two different but interrelated con-
cepts (Yukl, 1994; Yukl & Lepsinger, 2005; Zaleznik, 1977), management and leader-
ship development mark each of them as different foci. Management development em-
phasizes the acquisition of specific types of knowledge and skills that enhance task
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performance in management roles and processes that are mostly position- and organi-
zation-specific in nature (Burgoyne & Reynolds, 1997; Day, 2000). Thus, management
development is bound to a formal management position, and consists of the applica-
tion of proven solutions, whereas leadership development builds the capacity to antici-
pate future challenges in order to enhance individual and collective adaptability. Fol-
lowing this argument, management development most often employs education or
training formats (Fox, 1997). However, the distinction between management and lead-
ership is seen as rather analytical, referring to different areas but not excluding each
other.

We share with most authors the assumption that the fields are substantially overlap-
ping (Day, 2000; Yukl, 1989; Yukl et al., 2005), particularly in practice. Today, most
in-house leadership development activities are mainly targeted at organizational mem-
bers in a formal managerial role, integrating as well context-related managerial as-
pects, such as strategy, industry related topics, performance management aspects, etc.
(PriceWaterhouseCoopers, 2006). Therefore, leadership development in this disserta-
tion refers to (in-house) leadership development as a corporate activity of business
organizations which embraces both context-related leadership and managerial aspects’.
Thus, we refer to the literature on leadership and management development.

Human-capital-oriented Leadership Development. According to Day (2000), most
of what is called leadership development today is in fact leader development. In this
way, the author distinguishes human-capital-oriented leadership development from
social-capital-oriented leadership development. Human-capital-oriented leadership
development centers on the /eader and therefore emphasizes the acquisition of indi-
vidual-based knowledge, skills and abilities associated with formal leadership roles,
such as self-awareness (e.g., emotional awareness), self-regulation (e.g., trustworthi-
ness) and self-motivation (e.g., commitment, initiative). In general, the goal is to foster
intrapersonal competences to form an adequate leader model of one-self (Gardner,
1993). In this way, leadership development is a function of a conscious investment in
human capital. This human-capital-oriented perspective on leadership development
marks the predominant perspective in organizational leadership literature (Brass &
Krackhardt, 1999; Day, 2000; Neck et al., 1996).

Social-capital-oriented Leadership Development. In differentiation to human-
capital-oriented leadership development, the focus of social-capital-oriented leadership
development is, according to Day (2000), “on building networked relationships among

* In doing so, we explicitly exclude the field of leadership and management development as an educational
activity (Easterby-Smith & Thorpe, 1997)
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individuals that enhance cooperation and resource exchange in creating organizational
value” (Day, 2000:585). Accordingly, the emphasis lies on building and using inter-
personal competences, such as social awareness (e.g., empathy, political awareness)
and social skills (e.g., collaboration, building bonds, team orientation, conflict man-
agement). Thus, it incorporates not only the leader but also the leadership situation as
playing a role in effective leadership performance (Fiedler, 1998). The overall goal is
to enable the building and use of social capital in the form of social relationships sup-
ported by mutual commitment and obligations, reciprocated trust and respect (Na-
hapiet et al., 1998). As indicated in section 2.1.4 these aspects of social capital are
proven to be interrelated and linked to organizational value creation through resource
exchange and combination (Tsai et al., 1998). Thus, particularly for MBFs focusing on
cross-business collaboration social-capital-oriented leadership development embodies
great potential to enable strategy realization.

However, social-capital-oriented leadership development is multifaceted in different
environmental and social circumstances and means “helping people learn from their
work rather than taking them away from their work to learn. State-of-the-art leadership
development is occurring in the context of ongoing work initiatives that are tied to
strategic business imperatives.” (Day, 2000:586). If we acknowledge that leadership
development focuses on the social interaction between an individual and the social and
organizational environment, it becomes a more complex issue than if seen as only be-
ing concerned with individual leader development. However, allowing leadership de-
velopment to become an inherent process of ongoing business in an organization im-
plies at the same time the risk of becoming a rather “haphazard process” (Conger,
1993). Thus, along with this conceptual shift toward emphasizing the building and use
of social capital, intentionality and accountability need an even greater focus in re-
search and practice to prevent an ‘anything goes’ mentality within the field of leader-
ship development.

Thus, to adopt a social-capital-oriented leadership development approach seems par-
ticularly favourable for MBFs to enhance cross-business value creation. However, to
succeed with such an approach, leadership development has to be strategically embed-
ded and aligned. This involves a distinct understanding of human resources manage-
ment from a strategic perspective.

2.2.3 A Sub domain of Human Resource Management

Human Resources Management (HRM). Human Resources Management implies
“the management of work and people towards desired ends [and] a fundamental activ-
ity in any organization in which human beings are employed” (Boxall, Purcell, &
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Wright, 2007:1). Even though it appears in a vast array of styles and formats, HRM
consists of the following three major sub domains which are cultivated within different
scientific disciplines (Boxall et al., 2003; Boxall, Purcell, & Wright, 2007):

- Micro Human Resources Management: covering the sub functions of HR policy
and practice with regards to

a. Employment relations — the arrangements governing such aspects of em-
ployment as recruitment, selection, induction, training and development,
performance management and remuneration, mainly informed by per-
sonnel and industrial-organizational psychology and personnel and insti-
tutional economics

b. Work & Industrial Relations — the way work is organized and the de-
ployment of workers around technologies and production processes, as
well as employee voice and representational systems (including union
relations) mainly informed by industrial sociology

- (Macro) Strategic Human Resources Management: is concerned with systemic
questions of how the HRM activities fit together in the broader context and in
other organizational activities, mainly informed by strategic management litera-
ture, such as particularly, organizational behavior, decision making and indus-
trial relations

- International Human Resources Management: concerns itself with HRM in
companies operating across national boundaries, addressing micro and macro
level HRM aspects in the field of international business, mainly informed by in-
ternational management and internationalization literature

The critical main goals and contributions of HRM are seen in labour productivity, or-
ganizational flexibility and social legitimacy (Boxall et al., 2003; Boxall et al., 2007).

From a human resources management perspective, leadership development may be
seen as one sub domain of the HR function, along with recruitment, compensation,
retention and disengagement, etc. As a sub-domain of HRM, leadership development
can be defined as “corporate activity [...] that includes structural tactics such as suc-
cession planning and organizational arrangements for diagnosis and review of devel-
opment, as well as the actual methods used for developing managers, whether formal
or informal.” (Mabey, 2002:1139). As other HRM practices, leadership development
has been considered mainly on micro-level, and is generally subsumed under human
resources development as a sub-domain of HRM, including all employee training and
development practices. As the research body on Human Resources Development has
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grown in a substantial way, its claim to be a domain for itself might be legitimate
(Boxall et al., 2007; Gilley, Eggland, & Maycunich Gilley, 2002). Even though we
agree with this claim, it seems to be advantageous for a strategic perspective on lead-
ership development to connect it to the broader and more advanced field of HRM.

HRM Performance Link. Increasing interest has risen in research on the HRM Per-
formance link among both, practitioners and academics. Practitioners’ interests are
rooted in a search for a legitimate “place at the board table” and “being on a par with
colleagues in finance” on the agendas of business schools (Purcell et al., 2007:534).
On the other hand, scholars are motivated by the still inconclusive and weak empirical
results of the existing studies on the relationships between HRM and business perfor-
mance and by the desire to uncover the black-box character of the causality of this as-
sociation. Besides the methodological problems, these attempts have failed up to now
to establish a sound body of evidence (Purcell et al., 2007).

A critical review of the studies conducted during the last two decades has revealed the
problems in the HRM activity — performance linkage, and in doing so, substantially
fuelled the further theoretical development of this association (Bowen & Ostroff,
2004). One of these problems refers to the causality of the relationship between HRM
practices and performance. Even though studies report a positive relationship, it is not
clear whether this is really a causal relationship. Indeed, it seems equally plausible that
high performing firms invest more in HRM practices (Wright et al., 2005). Besides the
methodological challenges (Wright et al., 2001), most of the studies rely mainly on
cross-sectional financial performance measures (Purcell et al., 2007). This might be a
critical problem as it neglects the other strategic goals of HRM practices, such as con-
tributing to social legitimacy by meeting societal expectations and regulations as well
as enabling flexible adaptability to future challenges. This means that “a superior per-
formance in HRM [...] implies an outstanding mix of outcomes across these three
areas”, even though each of them might be required to a greater or lesser extent in cer-
tain periods (Boxall et al., 2003:8).

Beyond that, the relationship between HRM practices and financial performance might
be too distant. Consequently, it uncovers the conceptual need to identify the interme-
diary processes and key variables mediating this linkage, what Purcell & Kinnie
(2007) call “specifying the causal chain” (2007:540). If the assumption is that HRM
practices help to achieve an improved performance through people, then it is clear that
the employees play a central role in this chain. By mainly focusing on HR managers as
respondents, however, most of the studies have astonishingly disregarded the perspec-
tive of the employee (Purcell et al., 2007).
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With regard to the particular sub domain of the leadership development performance
link, similar problems appear. It is reported that positive associations on the individual
and organizational levels can somehow be found (Mabey et al., 2005; Seibert, Hall, &
Kram, 1995; Winterton et al., 1997); however, results remain widespread and diverse
and are mainly based on HR managers’ views and are reduced to objective measures,
such as, e.g., training hours, etc. With regard to the continuous high investments of
firms in this domain (PriceWaterhouseCoopers, 2006), there is agreement among scho-
lars on the need to review the efficacy of leadership development programs with re-
gard to their organizational impact (Mabey, 2002; Winterton et al., 1997).

To further develop research in this field, Purcell & Kinnie (2007) generally opt for a
refinement of the HRM performance link, conceptualizing the causal chain in five
steps, from intended, to actual, to perceived HR practices, followed by employee reac-
tions in the form of attitudinal and behavioral outcomes:

Intended Actual Perceived Attitudinal Behavioral
Practices Practices Practices Outcomes Outcomes

Figure 2-1: Revised HR Causal Chain (Purcell & Kinnie 2007)

Consequently, other influential factors appear to be relevant in this causal chain, such
as the choice of specific operating management systems that affect, for example, the
job design and the autonomy experienced, the role of the line manager enacting HRM
practices through leadership, and organizational culture, climate and values, which, in
short, transport a shared perception of what is important and what is expected (Bowen
et al., 2004). That speaks for a broader definition of HRM as “people management”,
with a shared responsibility among line managers, senior management and employees
rather than restricting it to the HR managers and the HRM function (Purcell et al.,
2007).

Due to the above-mentioned empirically inconsistent results and conceptual develop-
ment needs in HRM and leadership development research - mainly driven on the mi-
cro-level — Strategic Human Resources Management has emerged as a new research
perspective, contributing to a context-related and broader perspective on HRM activi-
ties in organizations.

2.2.4 Strategic Alignment of HRM Activities

Strategic Human Resources Management Perspective. As research on the HRM
micro-level reveals itself to be rather ‘silo-based’, it mostly fails to connect to the
wider set of HRM activities. By connecting strategic management and HRM research,
strategic human resource management (SHRM) seeks to fill in the gap resulting from
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both sides: The shortcoming on the part of strategic management, i.e., not recognizing
that the management of people is strategic to success, and the shortcoming on the part
of HRM, i.e., not studying the overall picture of HRM activities in an integrated way
with other management functions (Allen et al., 2007; Boxall et al., 2003). In this sense,
an individual HRM practice itself cannot be a source of competitive advantage; rather
plays an essential role in improving the human capital pool of a firm, e.g., through
trainings. However, by aligning and combining HRM activities in such a way that they
create synergistic effects, they might become valuable, unique and difficult to imitate
and thus constitute in and of themselves a resource for sustained competitive advan-
tage (Allen et al., 2007; Barney, 1991). In this regard, SHRM focuses on the HRM
systems within their particular strategic context and how they interact with each other
rather than only on an individual HRM practice. For that purpose, HRM activity levels
within an HRM system need to be differentiated and are described further in the next
several sections according to Kepes & Delery (2007).

HRM Philosophy, Policies, Practices and Processes. Organizations are likely to
have HRM systems for different groups of employees (Lepak et al., 1999), particularly
multibusiness or multinational firms. Thus, the HRM architecture of a firm consists of
different HRM systems and an overarching organizational climate or culture that “re-
flects all formal and informal HRM activities and serves as the glue that holds an or-
ganization together” (Kepes et al., 2007:390). Each HRM system, in turn, can be ana-
lyzed on different levels of abstraction, such as the philosophy, policy, practice and
process levels (Kepes et al., 2007). As a general rule and according to Kepes & Delery
(2007), we refer to all of these levels as HRM activities.

The philosophy of an HRM system entails the general principles that characterize the
value and treatment of the employees covered within this system and represents the
shared perceptions among this group. HR policies serve as guidelines and a best-
practice benchmark for specific HRM activities, such as, e.g., recruitment, compensa-
tion, etc. HRM practices, in turn, are HRM techniques that ensure the implementation
of HRM policies, such as, e.g., a performance management system to implement a
merit-based pay policy. Finally, HRM processes ensure an effective implementation
process, such as, e.g., the organisation of an annual performance management and
compensation process.

Having introduced the different levels of an HRM system, it becomes apparent that the
design and measurement of a coherent set of HRM activities reflecting the respective
interplay is a complex endeavor, as alignment has to be achieved on multiple levels.
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Types of Strategic Alignment. As the major focus of SHRM is on aligning human
resources with firm strategies (Wright & McMahan, 1992), HRM activities must be
appropriate in helping the organization to achieve its strategic goals (Allen et al., 2007;
Boxall et al., 2003; Kepes et al., 2007). Different environments, external forces and
contexts (e.g., organizational strategy) need a dedicated set of practices. Attempts to
align HRM to strategy are referred to as external or vertical fit (Boxall et al., 2003;
Wright et al., 1992). An internal alignment in turn affects the internal coherence of all
HRM activities, referred to as internal or horizontal fit (Kepes et al., 2007). Thus, both
alignments are closely interrelated and an internal alignment of HRM systems is, in
this regard, dynamic as it has to adapt to external changes in order to meet present and
future challenges. Therefore, a strategic alignment of HRM activities implies both an
external and internal fit that is managed and balanced in an efficient way toward the
critical goals of HRM, which are labor productivity, social legitimacy and organiza-
tional flexibility. We account for this dynamic perspective in using the terms align-
ment and fit interchangeably.

External Alignment. The concept of external fit within HRM implies to bringing
HRM strategy in line with the competitive strategy of a firm, more precisely, with the
firm’s chosen path in its businesses, as well as, product markets (Boxall et al., 2003;
Lengnick-Hall & Lengnick-Hall, 1988; Miles & Snow, 1984). The contingency per-
spective of SHRM predicts, “[...] that the relationship between HRM practices and or-
ganizational effectiveness is contingent upon an organization's strategy” (Kepes et al.,
2007:387). The most influential model linking HR strategy to competitive strategy was
proposed by Schuler & Jackson (1987) based on Porter’s categorization of competitive
strategies, such as, for example, cost leadership or differentiation (1985). A chosen
competitive strategy determines the desired and required employee behaviors, which
in turn influence the respective HRM practices (Schuler & Jackson, 1987). For exam-
ple, if cost leadership is the competitive strategy of a firm, it is suggested to design
repetitive jobs, train employees only in practical things to close immediate perform-
ance gaps and reward only output and predictable behavior (Jackson & Schuler 1997).

In this regard, business performance will improve when the HR practices and the
firm's competitive strategy are mutually reinforcing each other, or in other words are
aligned. Some empirical support for the argument is offered by a range of studies
(Delery & Doty, 1996; Peck, 1994) that show, in fact, that firms pursuing an innova-
tion strategy pay better wages and provide more training and opportunities for em-
ployee participation than firms that focus on costs. However, results are weak, remain
mixed and reveal that the linkage is more complex. While the logic is appealing that a
firm needs skilled people who are able to operate in the markets they have chosen, the
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fit to the competitive context is not the only consideration in absolute terms. Thus,
Boxcall & Purcell (2003) conclude that “current competitive strategy is indeed playing
some role in shaping important aspect of HR practice but the correlation is never
overwhelming. Other factors are exerting influence as well.” (Boxall et al., 2003:55).

As a firm is a network of stakeholders, HRM needs to integrate both, business and
employee needs, particularly of those whose skills are crucial for the firm’s survival
(Boxall et al., 2003). In this respect, besides a fit with the competitive strategy of a
firm, a fit with the labor markets is another inherent strategic goal of HRM, particu-
larly with respect to compliance with (national) labor laws, minimum wage, etc. In
fact, particularly in MBFs the competitive strategy mostly implies more than one sin-
gle dimension as assumed by Porter (1985), and it varies across the nations or different
industries it is acting in. In this regard, some studies differentiate the strategic align-
ment of HRM activities in a fit with the organization’s stage of development such as
for start-ups or more mature firms (Baird & Meshoulam, 1988; Buller & Napier,
1993). Beyond that, the HRM fit has to be understood in a dynamic way: HRM must
meet the present competitive challenges today without compromising on supporting
organizational flexibility over time in order to meet the challenges of the competitive
future (Boxall et al., 2003). Consequently, particularly for a corporate HRM function
of multibusiness and multinational companies, the notion of external fit implies a mul-
tiple set of alignments, not only referring to employee productivity but also to organ-
izational flexibility and social legitimacy.

Internal Alignment. Besides the call for external fit, HRM strategists have, particu-
larly in recent years, called for an internal fit of HRM activities as a source of competi-
tive advantage. The internal fit idea follows the configurational perspective of SHRM,
which is aligned with the concept of equifinality (Kepes et al., 2007). According to
that concept, even different sets of HRM practices that fit together can achieve identi-
cal outcomes. It highlights the importance of complementarities among HRM practices
in predicting organizational effectiveness (Kepes et al., 2007). According to the differ-
ent sublevel of HRM activities (systems, policies, practices, processes) Kepes & Del-
ery (2007) distinguish four different types of internal fit. We will introduce them and
try to illustrate them with examples from the sub-domain of interest to us, i.e., leader-
ship development.

The first type of internal fit is referred to between-HRM-system. The authors refer to
the alignment of HRM systems focussing on different employee groups (e.g., trainee
and apprenticeship activities and activities focused on managerial roles) in order to
support the overall HRM strategy. Compared to the following types of internal fit, this
type is not yet reflected in literature.
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Within-HRM system vertical fit is defined as the alignment of HRM activities on di-
verse levels within one HRM system, such as, e.g., fit between leadership development
policies, practices and processes. This type seems to be assumed to exist and has rarely
been explored in the literature. What has, however, been reflected most frequently in
the literature as internal horizontal fit is what the authors call Inter-HRM activity area
fit and Intra-HRM activity area fit. Inter-HRM activity area fit “denotes the fit across
different HRM activities at the same level of abstraction” (Kepes et al., 2007), such as,
e.g., leadership development practices and work design practices. Intra-HRM activity
area fit refers to the alignment of different HRM activities in a specific HRM activity
area, e.g., the alignment of different leadership development practices, such as 360-
degree feedback, mentoring, internal training programs etc. The authors have done an
excellent job in visualizing the complex und multiple interactions of the elements
comprising an overall HRM architecture in the following figure:
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Internal horizontal fit

Figure 2-2: The Different Types of Fit within the HRM Architecture (Kepes & Delery 2007)

Possible Effects of Alignment. The interplay between the different HRM activities,
be it the Inter-HRM or Intra-HRM activity area, can result in different effects. Addi-
tive effects occur, if “two HRM activities on the same level result in the sum of the
separate effects of each individual HRM activity” (Kepes et al., 2007:393), such as,
e.g., a personality-based test of leadership skills and a work-based 360-degree feed-
back on leadership qualities. However, this simple additive effect is not traditionally
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seen as representing an effect of fit, but rather as interactive or synergistic effects. Ac-
cording to Kepes & Delery (2007), these effects can be further distinguished:

- Substitutable effects: two practices that result in an outcome equal to one prac-
tice, e.g. two different personality based tests for leadership skills are applied.
Here, nothing is gained from an organizational effectiveness perspective; rather,
the risk increases to raise additional costs for having two parallel activities in
place.

- Positive synergistic effects: also referred to as “powerful connections” are those
where the combination effect is more than the sum of each individual HRM ac-
tivity. An example might be the combination of 360-degree feedback together
with follow-up coaching. Together these activities might have a greater impact
than one alone.

- Negative synergistic effects: also referred to as “deadly combinations” refer to
“the situation where HRM activities work against each other, undermining each
others’ effect” (Kepes et al., 2007:394). This might be the case if e.g. leadership
development programs are collaboration-oriented whereas incentive structures
are competition-oriented.

Reviewing the SHRM literature, the authors find that most studies show only that or-
ganizations have aligned and coherent HRM systems, but very few refer to synergistic
effects. As an example to illustrate the effects of “powerful connections”, they refer to
Kruse et al (2004), who show in their study that “employee ownership alone does not
improve organizational performance. But combined with policies and practices that
involve employees to give them a voice, however, has a significant effect on work-
force productivity and firm performance.” (Kepes et al., 2007:398).

However, more research is necessary to understand how these powerful connections
can be designed, particularly in the field of Intra-HRM activity area (Kepes et al.,
2007). Beyond that, most of the existing studies are situated in the compensation field.
Other HRM activity areas, such as, e.g., the alignment of leadership development prac-
tices, are only dimly lit. In this regard, the authors call for future research to broaden
the scope to other activity areas and to differentiate the distinct levels of abstraction.
That will also help methodologically to connect the appropriate levels of analysis: An
HRM system and philosophy are expected to impact more on the organizational level,
whereas policies and practices will most likely impact on the group and individual
levels.
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2.2.5 Conclusion

As leadership is increasingly recognized as being an important source of competitive
advantage most firms continuously invest a substantial amount of their revenues in
leadership development (PriceWaterhouseCoopers, 2006). However, its effects remain
conspicuously absent, and thus scholars have called for a review of the efficacy of
leadership development activities (Lewis, 1997; Mabey et al., 2005; PriceWater-
houseCoopers, 2006). Whereas leadership development is traditionally concerned with
individual skill development and thus contributes to the human capital of a firm, recent
approaches opt for including a social capital perspective by enhancing individual skill
development within its social context and thus on a collective level. Such approaches
are characterized by a high degree of embeddedness in the business context. Arranging
them systematically so that they create not only individual but also organizational im-
pact requires a shift toward a strategic perspective. From a corporate management
view, leadership development falls into the sub-domain - and most often also sub-
function - of the whole range of human resources management (HRM) activities in a
firm. HRM research mainly centers on the HRM activity performance link. Whereas
most research attests to positive associations, empirical results remain weak, also with
regard to the link between leadership development and performance.

Thus, to further develop HRM research, two major avenues are addressed: First, to
further fine-grain the HRM activity — performance link by including the perspective of
the employee experiencing HRM activities as a mediator; secondly, to overcome the
rather ‘silo-based’ HRM research mainly located on the micro-level by adopting a stra-
tegic human management research (SHRM) perspective that focuses on the interrela-
tionships of diverse HRM activities within a specific business context. Thus, the major
concern of SHRM lies with the alignment of HRM activities within a certain firm con-
text. Only by considering its alignment can the HRM architecture or function itself
become a source of competitive advantage for a firm. However, this very young re-
search domain is only in an early stage, and thus its proponents are calling for more
exploration on the interrelationship and alignment among HRM activities.

In order to explore how corporate management of an MBF can use leadership devel-
opment as a means to enable its members to realize strategy, a strategic human re-
sources management perspective, focussing on the interrelationships among leadership
development practices seems to be advantageous. Thus, this dissertation adopts a
SHRM view to elaborate on a guiding research framework as a foundation for our
study.
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2.3 Strategic Alignment of Leadership Development in Multibusiness
Firms

2.3.1 Introduction

Traditionally, leadership development as an HRM activity in MBFs is commonly un-
derstood and used to enhance the human capital of a firm, i.e., the individual knowl-
edge, skills and experiences of managers. However, the efficacy of leadership devel-
opment investments remain unclear and studies seldom differentiate whether leader-
ship development contributes to business level or corporate level effects (Winterton et
al., 1997). Thus, striving for corporate effects in particular, the corporate management
of an MBF is still ill-informed on how to use leadership development to enhance so-
cial capital as a necessary source for corporate advantage. As outlined in chapter 2.1.
and 2.2, it is necessary to gain a deeper understanding of the effectivity and contribu-
tion of leadership development practices to organizational performance in general and
corporate advantage in MBFs in particular. Both strategic management research and
leadership development as subdomains of human resources management substantiate
that need.

Thus, to investigating the role of leadership development for creating corporate effects
in MBFs has proven to be valuable. This dissertation will contribute to this question by
exploring how leadership development practices enable valuable cross-business col-
laboration within an MBF through the mobilization of the necessary social capital. Ac-
cordingly, this dissertation proposes to adopt a strategic human resources management
perspective. Consequently, we will not only explore the contribution of each individ-
ual leadership development practice to social capital but will focus in particular on
their contribution as an aligned bundle, resulting from the synergistic interrelationship
between different leadership practices.

The purpose of this chapter is to introduce the guiding investigation framework of this
dissertation in connection with the above-elaborated existing theory and research. We
will start by applying the previously introduced model by Purcell & Kinnie (2007) to
our particular research question (2.3.2). Thereafter, we will introduce the components
involved: intended or experienced leadership development practices (2.3.3) and deve-
lopmental, behavioral and performance outcomes (2.3.4). Finally, we conclude by
summarizing the most important assumptions which will guide our investigation
(2.2.5).
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2.3.2 Guiding Investigation Framework

Having identified cross-business collaboration activities as an unexplored area within
both, strategic management as well as leadership development research, this study
seeks to close this gap and proposes to explore the role of leadership development
practices for valuable cross-business collaboration as a primary strategic need of
MBFs. We are interested in understanding not only how leadership development prac-
tices individually but primarily their interrelationships contribute to social capital as a
main driver of valuable cross-business collaboration. We agree with the view of Pur-
cell & Kinnie (2007) by arguing that not only the intended leadership development
practices should be at the center of inquiry but also the perception of employees who
are experiencing these practices. Thus, based on their conceptual model of the rela-
tionship between HRM activities and performance in general, an analogical concept of
how leadership development practices are contributing to valuable cross-business col-
laboration is derived for our investigation approach:

Lead Llfn?;d?d, Lead E):Pfr[l‘emid Developmental Behavioral Performance
P;acti:es v Practices Outcome Outcome 1 Outcome
360-degree Feedback
Coaching
- . Cross-business
i Individual Experience/ . . 3 i
Mentoring P Social Capital collaboration Growth Synergies

Collective Experience
engagement

Job-Assignment
Training Programs
Action Learning

Networks

Figure 2-3: Guiding Investigation Framework

We focus our attention on the level of leadership development as an HRM practice (in
contrast to policy or philosophy) as we are particularly interested in their contribution
to social capital. More precisely, our investigation will be guided by the question of
how these practices should be externally (strategic context) and internally (between
each other) aligned in order to enable the building and maintaining of the relevant so-
cial capital for enacting entreprencurial leadership with respect to valuable cross-
business collaboration. Thus, we locate our research in the area of HRM-Intra-Activity
alignment (Kepes et al., 2007).

According to our discussions in chapter 2.1, we adopt the view that social capital can
be seen as a main antecedent and enabler of entrepreneurial leadership which in turn is
involved in valuable cross-business collaboration. Thus, we assume that contributing
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to social capital is a key to effective leadership development practices in MBFs. Fur-
ther, this contribution to cross-business social capital in particular can result from an
individual practice (e.g., training) or an internally aligned combination of practices
(e.g., 360-degree feedback together with training embedded in networks).

Focusing on social capital as a developmental outcome implies that the practices need
to be embedded in the real business context. In that context, strategic goals have to be
considered which simultaneously enhance an external alignment. For example, design-
ing a social-capital-oriented 360 degree feedback in an MBF will include cross-
business collaboration activities as a desired leadership capability. On the other hand, a
human-capital-oriented 360-degree feedback might focus independent of context, on
generic leadership skills that are applicable in various contexts.

In further pursuing the question of how leadership development practices should be
aligned in the context of an MBF, an analysis of leadership development practices and
their potential contribution to social capital is necessary first. Thus, in the next chapter,
we will describe a selection of the main leadership development practices used in large
firms with respect to their potential contribution to social capital based on an article by
Day (2000) which refers to the respective academic and practitioner literature.

2.3.3 Intended and Experienced Leadership Development Practices

Intended Leadership Development Practices. A variety of leadership development
practices have emerged in organizations, such as In-house Leadership Training, Men-
toring, 360-degree Feedback, Coaching, Networks / Off-sites, Job assignments, and
Action Learning, to name the most popular and promising practices (Day, 2000).
These practices are mostly designed in the tradition of developing intra- and/or inter-
personal competences on an individual skill level and thus contribute to the human
capital of the firm. However, they might also include potential to serve as a function
for social capital, particularly if they are aligned respectively or are collectively organ-
ized.

We will closely follow Day’s (2000) approach in reviewing the most frequently used
leadership development practices in the next several paragraphs, particularly focusing
on their potential contribution to social capital. However, we slightly expand the view
in three ways. First, we assume that inter-personal competences are indeed a necessary
but not sufficient condition for enabling social capital. Thus, we believe that providing
an opportunity to use inter-personal competences in a real business context is also nec-
essary to enable social capital. Secondly, and due to the aforementioned use of inter-
personal competences, we derive slightly different conclusions on the potential for
enabling social capital. Finally, since we will later adopt an alignment perspective, we
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include additionally in-house leadership training in our overview. Even though it is an
off-the-job practice not directly embedded in the work-situation, it might entail poten-
tial for social capital building, particularly in combination with other practices. In line
with Day (2000), we will describe each practice and its potential contribution to social
capital based on research and practical insights.

e 360-degree Feedback

Description. 360-degree feedback is a practice to gather feedback from multiple
sources based on a questionnaire about a manager’s behavior from those who are able
to evaluate it on a daily basis, such as direct reports, superiors and peers, customers
and suppliers (Yukl & Lepsinger, 1995). In general, the appraisal of observable mana-
gerial behavior is in focus. However, 360-degree feedback can be shaped around dif-
ferent purposes, such as to assess an individual’s performance in regard to managerial
effectiveness or to evaluate the individual management, leadership or learning skills
potential. In general, it describes a method of creating a reliable picture of managerial
behavior based on a “circle of relevant viewpoints” (Day, 2000:587) rather than entire-
ly relying only on individual perceptions. As each manager rates him- or herself as
well, a comparison between the self-ratings and the ratings by others is made possible.
This provides a view on how the behavior of the person in focus affects others and
helps to detect development areas for changes in behavior (Yukl et al., 1995). Thus,
the strength of this practice can be seen in its accounting for the context- and relation-
ship-sensitivity of managerial behavior and performance (Day, 2000) and assessing
measurable changes in management behavior. Its collective use across an entire unit or
organization might also foster an open and communicative culture (Yukl 1995). How-
ever, the danger that it may remain a “one-time event” lacking follow-up activities
represents a weakness of the practice.

Research. Research recognizes the value of 360-degree feedback as it is able to reveal
that behavior and performance may be different or differently perceived in various
contexts (Atwater & Yammarino, 1997; Atwater, Brett, & Charles, 2007; Van Rens-
burg & Prideaux, 2006). Indeed, organizations seem to believe as well in the value of
this practice as we see with the growing popularity of 360-degree feedback among the
Fortune 500 firms (London & Beatty, 1993). Despite this popularity, research has not
been able to find a constant link between feedback and positive behavioral changes
(Day, 2000). It seems that a positive change from feedback is related to what follows
(Atwater et al., 2007, McCarthy & Garavan, 2007). For example, Walker & Smither
(1999) found that if managers discussed their results with subordinates, they demon-
strated greater change in individual behavior (Walker & Smither, 1999). In this regard,
it seems that an overall perceived organizational support plays a role for the usefulness
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of the feedback, particularly concerning feedback from subordinates (Facteau & Fac-
teau, 1998).

Contribution to building social capital. 360-degree feedback as such is limited in its
potential to build and use inter-personal competences. It can be seen as more indirect
in nature, as awareness of how one affects others is connected to building trustworthi-
ness, which in turn is necessary for establishing trustful relationships for effective
teamwork (Barney & Hansen, 1994; Tsai et al., 1998). However, as research suggests,
this might be only the case if 360-degree feedback is combined with and embedded in
a broader set of follow-up development activities, such as, e.g., coaching. Thus, like
Day (2000), we assume that it is first and foremost rather a tool for building intra-
personal competence, and its contribution to social capital is seen as rather limited.

e Coaching

Description. In organizations, we typically face a widespread use of the term in ex-
pressions such as Executive Coaching, Teamcoaching, Sales Coaching, Work-Life-
Balance-Coaching, etc. Independently of the different content, situations or target
groups, we refer to coaching as a “practical, goal-focused form of one-on-one learning
and behavioral change” (Day, 2000:590). In general, the objective is to improve indi-
vidual performance and satisfaction and, in doing so, contributing to organizational
effectiveness (Kilburg, 1996). In this sense, coaching refers to a process rather than a
single dedicated event; however, in most firms the length of coaching becomes a ques-
tion of the resources available as the costs for an external coach can be extensive (Day,
2000). On average, most coaching programs last about six months (Levinson, 1996).
There exists a broad variety of coaching models, but they mostly start the process with
(1) setting the context and defining the goals, followed by (2) an assessment of the
current situation, concluding with (3) a development and implementation plan for
achieving the goals (Day, 2000).

Research. Despite the widely used term, empirical research on coaching is difficult to
find (Kilburg, 1996). Research has mostly focused on how coaching enhances job per-
formance. Coaching as a follow-up to training was able to increase productivity by
88% (Olivero, Banc, & Kopelman, 1997). However, the studies did not address specif-
ically the effect on leadership development (Day, 2000). As the motivation for coach-
ing most frequently lies in some lack in interpersonal competences or ability to influ-
ence, being assigned to a coach might imply for a coachee the stigma of having leader-
ship deficits. This again leads to the relevance of the perceived organizational support,
as was seen with 360-degree feedback. Thus, the effectiveness of coaching for devel-
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opment purposes might be more dependent on how the organization supports such ef-
forts than on the coaching as such.

Contribution to building social capital. Coaching aims to increases individual self-
confidence, self-leadership, which should lead to interpersonal effectiveness. As a
consequence, it might also increase the level of engagement in new social relation-
ships, both inside and outside a firm (Day, 2000). In this respect, coaching might con-
tribute in a more indirect manner as well to building and using inter-personal compe-
tences. This is especially true if coaching makes up part of a firm’s leadership culture
and is combined with other leadership development practices, such as 360-degree
evaluation, internal training programs, etc. In this regard, coaching is most deeply em-
bedded in the work context if the role is taken on by the line manager, a manager out-
side the direct reporting line, or a peer. However, as does Day (2000), we believe that
coaching as a leadership development practice is more focused on intra-personal com-
petences and is limited in its contribution to social capital. However, it might imply the
potential for also enhancing inter-personal competences if it is organized in an embed-
ded format.

e Mentoring

Description. Mentoring describes a formal or informal development relationship be-
tween a junior manager (mentee) and a more senior executive (mentor) outside the
reporting line of the mentee. In some cases it can also be a senior executive or consult-
ant outside the firm or a peer. A mentor can take on different roles, such as coach,
sponsor, protector, etc. By being exposed to a more senior manager, the mentee can
develop a more sophisticated understanding and strategic perspective on the organiza-
tion. In formal mentoring programs, mentee and mentor are assigned and monitored by
the organization (Kram & Isabella, 1985). Informal mentoring might be encouraged by
the organization but is not administered by it.

Research. Research reports that mentoring is an effective leadership development
component (Giber, Carter, & Goldsmith, 1999), particularly when compared to other
leadership development practices. The effectiveness of this developmental relationship
comes with a mixture of support and intent as well as of coaching, modelling and
feedback in the business context. One reason might be that the opportunity to observe
and interact with members of senior management (i.e., senior management exposure)
leads “to a shared mental representation of important organizational concerns” (Day,
2000:594). However, this effect remains unexplored. More research has focused on the
differences between formal and informal mentoring and comes to the conclusion that
informal mentoring might have slightly more related positive effects (Ragins & Cot-



Existing Theory and Research 43

ton, 1999). Furthermore, there is a large body of literature indicating that gender and
race factor into reactions to mentoring (Dreher & Cox, 1996).

Contribution to building social capital. One research stream in mentoring suggests a
number of different dimensions of ideal mentor characteristics that predict an effective
mentoring relationship such as listening and communication skills, ability to read and
understand others, and honesty and trustworthiness (Allen & Poteet, 1999). These
mentor characteristics represent the intra-personal leadership qualities of a mentor. In
fact, mentees do not distinguish between mentoring qualities and leadership qualities
(Scandura & Schriesheim, 1994). That implies that mentoring is not only a favorable
leadership development practice for the mentees (junior managers) in building their
intra-personal leadership competences but also for a senior manager in building and
using inter-personal leadership competence in his role as mentor. Even though there
might be down-sides in terms of over-dependency in a mentoring relationship, we be-
lieve that mentoring has some potential to build and use interpersonal competences
and thus contribute to social capital.

e Job Assignment

Description. 1t is widely recognized that development and learning not only take place
in formal settings, such as, e.g., training, but also in informal settings, i.e., the work-
place as such (Mabey, 2002). Job assignments constitute development through dedi-
cated job experiences. The developmental effects result mostly from the ‘stretch’ to a
managerial level in terms of the higher responsibility and higher latitude of the new
job. Organizations can take specific action to promote job assignments within firms’
leadership development, as the legendary example of GE shows, where job assign-
ments were incorporated into the leadership development and promotion strategy
(Day, 2000) . In this regard, job assignments play an important role in the succession
planning of a firm (Seibert et al., 1995). However, if the developmental intention of
the job assignment is disregarded, the focus will be on performance, with the risk that
failure will not be considered a source of development.

Research. Even though job assignments are the purest form of context-embedded
leadership development, they often lack intentionality and consequent developmental
follow-up. Therefore, a comprehensive understanding of the amount and type of de-
velopment that can occur is still lacking. It seems that, generally, the effectiveness of a
job assignment for development purposes depends on the development potential of the
job (McCauley, Ruderman, Ohlott, & Morrow, 1994), and in this respect, jobs can be
categorized as offering more or less developmental potential. More interesting for our
purposes are lateral job assignments, or job-rotations, where employees are laterally
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transferred within an organization. Research on this topic reports that individuals can
gain a broader perspective on the business, increase adaptability and flexibility and
leadership skills (Campion, Charaskin, & Stevens, 1994). Expatriate research suggests
that long-term assignments support the willingness to share knowledge, whereas tem-
porary assignments increase the ability to share knowledge, both of which together
lead to a higher degree of knowledge transfer within the organization (Minbaeva &
Michailova, 2004).

Contribution to building social capital. Being exposed to a different context, a job
assignment requires coping with personal change as well as building new relationships
and commitments. It enhances a broader understanding of the business of a firm and
therefore contributes to a shared understanding. However, this is limited to the person
taking on the job assignment and his immediate surroundings. In this regard, we be-
lieve that job assignments do offer the potential to build social capital, but in a limited
way.

e Internal Leadership Training

Description. Internal leadership training is historically seen as probably being the
original core practice of leadership development in organizations, and today, firms still
tend to spend a relatively high amount of their income on this practice (PriceWater-
houseCoopers, 2006). However, internal leadership development training programs
can occur in numerous forms (Lewis, 1997), which makes it almost impossible to
identify a general type of practice. The common denominator can be seen in the organ-
izational format as a typical formal off-the-job classroom design, gathering a selected
population of managers on a certain hierarchy level for a specified number of days to
learn about and reflect on leadership skills together with a leadership coach, usually an
internal human resource development specialist. In this way, the literature classifies
this practice as formal off-the-job development practices in contrast to rather informal
on-the-job practices (e.g., mentoring, coaching) or practices embedded in work experi-
ence (e.g., job assignment) (Adair, 2006; Armstrong, 2003; Lewis, 1997; Mabey,
2002). The content may vary depending on the hierarchy level of the managers as well
as depending on the competency framework of the firm and the corporate values with
regard to management and leadership (Armstrong, 2003).

Most frequently, strategic capability, change management capability, team manage-
ment capability and relational management are the topics which are typically ad-
dressed in such programs (Armstrong, 2003; Goldstein, 1993). There is a wide variety
of methods applied, mainly adopted from the general internal training and develop-
ment field. They have emerged and changed according to the general development of
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leadership and learning theories, focusing on the respective underlying assumptions
(Goldstein, 1993). In this sense, any simulation approach can be considered as belong-
ing to this category, such as business simulations, case studies, role plays or behavior
role modelling approaches (Goldstein, 1993), as well as outdoor training settings, such
as sailing, canoeing and abseiling (Adair, 2006). All of them can be termed as some
design examples from this widespread field of applied leadership development meth-
ods.

Research. Even though leadership training has attracted the most attention in practice,
it does not necessarily attract the most attention from research (Lewis, 1997). Indeed,
this lack of research on the micro-level of employee training in general is also appar-
ently related to leadership or management training (Burke et al., 1986; Fiedler, 1996).
Mostly concerned with the problem of transferring acquired skills into the work place
(Analoui, 1993), this research is particularly driven by psychologists, management
studies and learning specialists and is mainly concentrated in prescriptive practitioner-
oriented analysis. The costs of this delivery format including the difficulties of transfer
have encouraged on-the-job approaches to leadership development, such as, e.g., job
assignments, mentoring, coaching etc. Beyond that, they may allow an adaptation to a
more individually tailored learning style (Lewis, 1997). This is reflected by leadership
development training programs or action learning programs (see next paragraph) that
are composed of several leadership development practices, such as a 360-degree feed-
back, a training program and an accompanying mentoring and coaching considering
the process and context-sensitivity of leadership performance (Fiedler, 1998; Lewis,
1997).

In general, empirical results on the leadership development performance link remain
inconclusive, which is rooted in the general difficulty of assessing developmental pro-
gress (Collins et al., 2004). However, teaching methods that take into account the be-
havioral-relational and the leadership-situation aspects seem to lead to superior results
(Fiedler, 1998; Goldstein, 1993). Moreover, it seems that the manner of delivery and
the perception of embeddedness of these programs in the overall human resources
management strategy make a difference in influencing the impact outcomes of such
programs (Winterton et al., 1997). For the research focus of this dissertation, it is in-
teresting that increased individual level outcomes of empowerment were able to be
measured when more employees of a working-unit were able to participate in such
leadership training than just the manager of the working unit (B6hm & Vogtlin, 2007).
As research has traditionally focused on selected managers, there arises the question of
whether leadership training would have beneficial effects if they were offered to a
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broader range of employee groups or if they should go beyond individual learning
processes to also support social learning processes among organizational members.

Contribution to building social capital. Traditionally, managers are selected on an
individual basis to participate in leadership development programs, which are mainly
focused on enhancing individual leadership skills and abilities and developing indi-
vidually assessed potential (Adair, 2006). Thus, leadership development programs
have a dedicated individual-level approach, but are organized in groups of peers. In
this way, they contribute as well to interpersonal competences through programs that
allow individuals to learn together, give and receive feedback, reflect on perspectives
on leadership and exchange experiences. However, if the mixture of participants is
mostly a result of individual nominations rather than representing a setting that reflects
real working relationships, the contribution is limited.

e Action Learning

Description. Action learning approaches represent a response to the shortcomings of
traditional class-room leadership courses, which arise because behavioral changes
usually do not last beyond the end of the program (Dotlich & Noel, 1998). Action
learning focuses on the changes in management behavior that take place when manag-
ers are solving organizational problems. In fact, the underlying main idea assumes that
people learn most effectively when working on real-time organizational problems. Re-
garding the instructional design, this approach seeks to improve managerial behaviors
that increase effectiveness in goal-achievement (Ardichvill, 2003; Horan, 2007).

Action learning programs can typically be observed in large multinational companies
(Seibert et al., 1995). Whereas the business imperatives of such programs are context-
related and unique, the action learning process is similar across organizations. A group
of selected managers engage in real business problems, such as, e.g., thinking about
new market opportunities, enhancing financial awareness or enhancing cross-business
collaboration. An issue-orientation session at the beginning in the form of an off-site is
followed by a process of data analysis and recommendations by senior management,
who will decide on further implementation. The process is accompanied by coaches
who reflect the process and developmental opportunities together with the participants.

Research. Action learning is generative in nature and unfolds in each organizational
context differently. Thus, very little empirical research has been published on the topic
(Pedler 1997). However, to advance the understanding of action learning, Day (2000)
proposes referring to psychological research in the areas of trust and empowerment. In
creating a micro world which enables learning by doing, there must be an accompany-
ing “climate of psychological safety for individuals to feel secure and supported to
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change” (Day, 2000:603). This climate enhances both support and challenge, which
are important ingredients of leadership development. Thus, a higher level of trust and
empowerment can result, which are both related to higher team performance.

Contribution to building social capital. Trust is an important relational asset of social
capital that is nurtured by mutual respect which is rooted in a shared understanding
(Tsai et al., 1998). Thus, as does Day (2000), we also believe that action learning con-
tributes to a high degree to the building of social capital through social interactions in
a psychologically safe environment. Beyond that, it links feedback, coaching, mentor-
ing and networking processes in an intentional way to an integrated leadership devel-
opment design, which may enhance the interrelation of leader and leadership devel-
opment.

o Networks/Off-sites

Description. Networking opportunities aim to break down functional barriers and en-
hance the building of cross-functional informal relationships. By exposing individuals
to thinking of other team members, it challenges assumptions about what we think we
know. In this regard, intra-organizational networks support both a manager’s innova-
tion and problem-solving capacities but also offer entrepreneurial business opportuni-
ties through the establishment and maintenance of interpersonal relationships outside
of an individual’s own business (Day, 2000). Firms invest in such events by, e.g.,
gathering globally a certain group of managers across functions to teach about the
company’s heritage and culture, to explore new ways to use new technologies and
businesses and to foster networking. Another form of networking operates on a more
ongoing basis, gathering managers that have common job experiences to discuss mu-
tual challenges and opportunities during lunch (Day, 2000).

Research. Managers who have built networks across organizational structures and
functions are most likely to benefit in terms of information and entrepreneurial oppor-
tunities (Burt, 1997; Burt, Hogarth, & Michaud, 2000). A recent survey supports that
the network structure of group leaders influences group performance. Results indicated
that the leaders’ centrality in external and internal networks was related to the per-
formance of the group as well as to their leadership reputation (Mehra et al., 2006).
One reason why networking is seen as a source of professional and personal develop-
ment lies in the fact that peer relations are supported within the working context (Day,
2000). They offer a unique value as they imply mutual obligation and may last over a
career span of 20-30 years (Kram et al., 1985), whereas coaching or mentoring rela-
tionships last for a shorter period. In this regard, peer relations imply a high value for
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leadership development purposes and should be implemented as a dedicated compo-
nent in a leadership development system (Day, 2000).

Contribution to building social capital. Networking is one of the prime means to en-
hance social capital in an organization. However, managers can only benefit from net-
works if they have accumulated the necessary intra-personal competences (e.g., the
appropriate motivation and self-regulation, etc.). Therefore, networking should be
linked intelligently in an integrated leadership development system with other leader-
ship development processes, such as 360-degree feedback, mentoring, training, etc.
(Day, 2000). With regard to our research question, we believe that network opportuni-
ties offer the most direct contribution to building the relevant social relationships that
enhance cross-business synergy realization.

An overview of the above-described leadership development practices is provided in
the following table, organized on a continuum according to their assumed potential to
contribute to social capital:
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Potential to
Description Contribute to
Social Capital

Leadership
Development Practices

Multi-sourced feedback on

Individual Practices 360-degree performance, organized and low
Feedback P
presented to an individual
«  Coaching Practical, goal-focused form of low

one-on-one learning

Advising/developmental
e Mentoring relationship usually with a more medium
senior manager

Providing "stretch" assignments
e Job Assignment in terms of role, function or medium

geography

Off-the-job classroom design,

gathering participants to address

strategic, relational, team and medium
change topics based on diversr

methods

Internal Leadership

Collective Practices ..
Training

Project-based learning directed

e Action Learnin . .
& at important business problems

high

Connecting to others in different

e Networks/Off-sites .
functions and areas

high

Table 2-1: Overview of Selected Leadership Development Practices (adapted from Day 2000)

Alignment of Leadership Development Practices. Besides the individual contribu-
tion to social capital made by the above-named practices, this investigation intends to
capture how they might contribute in an aligned combination to build social capital. It
is widely acknowledged that a strategic alignment of leadership development practices
as a subset of HRM activities is key to creating organizational impact (Seibert et al.,
1995). However, the exact meaning of strategic alignment related to leadership devel-
opment and how it creates impact have not been explored in a satisfactory way (Kepes
et al., 2007).

As noted above, we assume with Kepes et al. (2007) that a strategically aligned (inter-
nally and externally) set of leadership development practices that answer the particular
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strategic needs of the firm should lead, in the best case, to a positive synergistic or at
least not to a negative synergistic effect between the practices. However, it remains
unclear what this means concretely for the design of leadership development practices.
Is a reflection on the corporate strategy within a leadership training program sufficient
to be strategically aligned? Is the mix of managers across businesses in such a training
program enough to create business opportunities and enhance social relationships? Can
a mentor situated in another business really help to enhance entrepreneurial leadership
that contributes to valuable cross-business collaboration? Results of empirical ap-
proaches on the impact of leadership development — strategically aligned or not — indi-
cate organizational impact, especially if leadership development is experienced as a
continuous process, closely linked to real strategy implementation (Mabey et al.,
2005) and is perceived by managers as strategically anchored and important (Winter-
ton et al., 1997).

It is proposed that a strategic alignment results from at least two sources: The HRM
view in terms of the intended practice together with the perception and experience of
the managers engaging in those practices. Therefore, it is proposed to also include how
the leadership development practices have been experienced and perceived by the or-
ganizational members involved. We expect that considering both views (intended and
experienced practice) will help to derive conclusions for a strategic alignment of lead-
ership development practices that enhances social capital.

Experiences in Leadership Development Practices. Leadership development prac-
tices do not impact each organizational member in the same way and thus may lead to
different outcomes. We assume that they might be either perceived as a personal, indi-
vidual experience, context-independent, related to individual knowledge and skills, or
else as a collective experience, strategically and socially embedded in the work situa-
tion. This will be illustrated with the example of coaching.

Intended as an individual skill-development measure, a manager might perceive a
coaching measure as signalling a last chance to overcome his or her individual per-
formance deficits before being fired and thus respond negatively to the practice. On
the other hand, if strategically and socially embedded in a coherent set of leadership
development measures, coaching might be viewed as an investment in the collective
development of individuals to achieve the firm’s strategic goals together. In that con-
text, it might be perceived positively as support for both the individual’s development
and the overall learning culture. We believe that the developmental outcomes will dif-
fer depending on the perceptions and experiences. Thus, we adopt Purcell & Kinnie’s
(2007) view that the impact of intended leadership development practices is mediated
through the perception and experiences of the respective actor in focus. To create the
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impression of a strategically aligned and embedded leadership development experi-
ence for the individual manager, the literature suggests that off-the-job and on-the-job
practices need to complement and smoothly interact with each other, embedded in the
real business flow. However, it appears that development activities are still separated
from rather than integrated into the business process, and therefore, “a false dichotomy
between developing individuals and conduction business” (Seibert et al., 1995:551) is
built. The authors see the reason for this problem in the divided responsibilities, i.e.,
line management for conducting business, HRM for development of talents, and calls
for an HRM that sees both areas not as distinct activities but rather closely interrelated.
To link both, the authors draw on two best-practice case studies and recommend more
experienced-based learning settings, such as job assignments and action learning.

However, at the same time they alert that experience as such does not necessarily lead
to learning if the experience is not reflected on accordingly. Thus, it is not enough
simply to meet a business challenge today, but one must also learn from it in order to
build metaskills, which are relevant to acquiring new skills (Seibert et al., 1995). Only
in doing both, can a learning organization be made possible. This refers to the general
call in HRM literature to meet not only labor productivity today, but to simultaneously
improve flexible adaptability in order to meet future challenges (Boxall et al., 2003).
Consequently we assume that leadership development practices that are experienced as
being linked to real business challenges and including adequate development reflection
will be perceived as strategically and socially embedded and thus create not only the
desired individual but also organizational impact. Thus, we believe that by including
the "experience" perspective it will help to clarify how leadership practices are per-
ceived in their interrelationships and embeddedness.

2.3.4 Developmental, Behavioral and Performance Outcomes

Developmental Outcome. Other than traditional leadership development approaches,
we draw the assumption that leadership development that is perceived as strategically
aligned and embedded contributes not only to the human capital but also the social
capital of a firm. Most scholars recognize human capital as critical to organizational
success (Dess et al., 2003; Ireland et al., 2003). However, only through social capital
can any kinds of abilities, skills or motivation result in valuable action. Social relation-
ships provide the channels for valuable action (Adler et al., 2002; Tsai et al., 1998) and
thus are the source for creating business opportunities. This is particularly important
for entrepreneurial leadership activities that are involved in discovering and exploiting
cross-business synergies (Martin et al., 2003). Thus, social capital should not be rec-
ognized as merely a side-effect of leadership development practices but rather as a
main viable outcome.
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We focus in our study only on internal social capital, drawing on the definition by
Leana et al. (1999), which defines social capital as the quality of social relationships in
terms of trust and shared goal orientation. In accordance with the studies by Tsai &
Goshal (1998), we assume that valuable cross-business collaboration is enabled
through a high level of trust and high level of shared values. Thus, cross-business so-
cial capital — understood as the quality of cross-business social relationships — is seen
as an important developmental outcome of strategically aligned and embedded leader-
ship development practices in an MBF.

Behavioral Outcome. Following Martin et al. (2003), we believe that entrepreneurial
leadership is involved when cross-business synergies among businesses are realized.
As outlined in chapter 2.1, there exist numerous descriptions of what entrepreneurial
leadership may include. In sum, they all refer to the discovery and exploitation of new
business opportunities. As most of the literature understands entrepreneurial leadership
in the context of new business ventures, innovation or renewal processes (Dess et al.,
2003), it is mainly related to relationships and opportunities external to an organiza-
tion. However, we believe that corporate entrepreneurial leadership might be sourced
as well in internal relationships.

‘External’ is mainly defined by the legal boundaries of an organization. With regard to
corporate entrepreneurship, however, ‘external’ means a context which contains new
knowledge, providing and inspiring new ideas an organization is not yet familiar with.
Taking the perspective of a business unit within an MBF, other completely different
businesses might be considered as such a context. Thus, we see the relations between a
business unit and other business units within an MBF as equally enriching for corpo-
rate entrepreneurship as the relations of a single business firm to its external context.
Here, we are referring to entrepreneurial leadership sourced in cross-business social
capital that leads to cross-business collaboration activities with both of the components
discovery and exploitation of new business opportunities.

Performance Outcome. Measuring organizational outcomes is at the heart of a long-
standing debate within strategic management research (Venkatraman & Ramanujam,
1986). As many performance constructs were developed during a time when physical,
financial and labor resources were most critical for competitive advantage, today's
economy has to recognize the increasing role of human, social, and intellectual capital
to create advantages. Following Dess et al (2003), we believe that "assembling, de-
ploying and leveraging these diverse types of capital" creates new business opportuni-
ties (i.e., growth synergies) for organizational advantages (Dess et al., 2003:371).
Thus, conceptualizing the generation of growth synergies as a social process, valuable
cross-business collaboration is seen as an adequate performance indicator.
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With regard to HRM practices, the HRM—performance link was discussed in detail in
2.2.3. Considering the complexity of mediating factors in the HRM activity—
performance relationship, financial performance outcomes have been proven to be too
distant and not an appropriate operationalization of the dependent variable. According
to Kepes & Delery (2007), related outcomes of HRM practices should be sought after
on the individual or collective (target group) level. Consequently, we conceptualize the
performance outcome to be valuable cross-business collaboration activities initiated
among individuals of different businesses in an MBF. By valuable in this specific con-
text we mean cross-business collaboration activities that lead to either additional or
new revenue streams, e.g., through cross-selling opportunities or a unique client solu-
tion (Knoll, 2008). However, these valuable cross-business collaboration activities
resulting in cross-business synergies in one or the other format might certainly be in-
dustry- or even firm-dependent. Therefore, we believe a case study might be advanta-
geous in investigating the role of leadership development enabling valuable cross-
business collaboration.

2.3.5 Conclusion

In chapter 2.2. and 2.3., the need to explore how to enhance cross-business value crea-
tion through leadership development within MBFs was identified in both strategic
management research as well as leadership development research as a sub domain of
HRM. This dissertation aims to contribute to this topic and adopts a strategic human
resources management perspective. Consequently, the established guiding investiga-
tion framework represents a model on how leadership development practices impact
valuable cross-business collaboration, focusing particularly on the question of the
alignment of these practices. In contrast to traditional human-capital-oriented models,
in the setting of an MBF, social capital was conceptualized as the most important out-
come of leadership development to drive cross-business collaboration. Thus, a selec-
tion of the most frequently used leadership development practices (360-degree feed-
back, coaching, mentoring, job assignment, internal training, action learning, and net-
works/off-sites) were analyzed with regard to their potential contribution to social
capital. Whereas the contribution of 360-degree feedback and coaching to social capi-
tal are seen as rather limited, networks/oft-sites and action learning are regarded as
contributing most directly to social capital. Mentoring, job assignments and internal
leadership training might imply some potential, depending on the respective design.
However, it remains to be explored in which configuration these practices might affect
in particular the cross-business social capital in the context of an MBF.



54 Existing Theory and Research

Thus, this dissertation engages in a deeper exploration on the alignment of leadership
development practices within the context of an MBF. Therefore, an appropriate re-
search approach is proposed in the following chapter.
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3 Research Approach

3.1 Introduction

In chapter 2 the existing theory and research was reviewed with respect to the research
objective and questions in the focus of our study. In this chapter, we present our re-
search approach regarding how to derive answers to those questions. It is generally
acknowledged in social sciences that research approaches should derive from the in-
tent and objective of the research (Punch, 1998). Even though each research paradigm
has its own distinctive characteristics, the researcher must still choose from a large
overlapping range of methods and instruments to gain the desired insights. This choice
is mainly driven by the research questions, the acknowledged methods in the underly-
ing research discipline, and potentially, the methodological shortcomings of previous
attempts (Punch, 1998). However, this decision also always reflects the researcher’s
‘view of the world’ (Guba & Lincoln, 1994; Morgan & Smircich, 1980). As the over-
all scientific approach chosen, including research methodology and research design,
will determine the outcomes of the inquiry, it is necessary to provide the reader with
the underlying assumptions so that the setup, results and contribution of the study can
be properly interpreted.

The chapter starts with the positioning of our research within the general scientific
paradigms (3.2), which is followed by the research approach and the chosen method-
ology (3.3). A subchapter with the description of the research design (3.4) follows,
including the rationale of the setting, case and sample selection, research process and
data collection. In 3.5 the data analysis and its interrelating processes are described in
order to enable an evaluation of the research quality, which is discussed in 3.6. Finally,
this chapter concludes with a summary of the most important components of the re-
search approach (3.7).

3.2 General Scientific Approach

The general approach toward a social science project or social science in general might
differ with regard to the respective underlying assumptions about the nature of our so-
cial world (Morgan et al., 1980). Answering three general questions is considered nec-
essary to make those assumptions transparent and to position the research approach
appropriately among the different research paradigms (Guba et al., 1994): (1) How is
the nature of the social world understood (ontological position)? (2) What can be
known and how is the researcher related to the world (epistomenological position)?
and (3) How does the researcher obtain what he or she believes can be known (meth-
odological position)?
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The answers to these questions characterize the general scientific approach or basic
research paradigm of a researcher. Although, these approaches span a continuum, three
major tendencies can be distinguished (Guba et al., 1994). In order to position our re-
search approach on that continuum, we will briefly highlight them. The positivist para-
digm regards reality as objectively given. Consequently, the researcher is able to inde-
pendently study it and to draw context-free generalizations. In contrast, the construc-
tivist paradigm assumes that the world is subject to its perception by the individual
observer. Consequently, studying real phenomena largely depends on the researcher's
perceptions and is context dependent. Researchers who position themselves between
the two follow a post-positivist paradigm. While this paradigm allows generalizations,
it also recognizes context dependencies and the researcher’s subjectivism. Our general
scientific approach might be positioned between the post-positivist and the construc-
tivist paradigms, which is reflected in our context-embedded qualitative-quantitative
theory-building design (3.3). Whereas quantitative methods are mostly based on a
positivist paradigm, qualitative methods are related to a constructivist view of the
world, and a post-positivist approach might apply both. However, methods do not be-
long exclusively to one paradigm and require that the researcher make choices regard-
ing the research intent and questions. Thus, we will describe our methodological ap-
proach in more detail in the next subchapter.

3.3 Research Methodology

It is acknowledged in social sciences that “methods should follow from questions”
(Punch, 1998:5). In other words, the research methodology and research questions
chosen should fit together. As outlined in chapter 1.2, it is the aim of this dissertation
to investigate the association between the leadership development practices of an MBF
and its potential to enhance in particular cross-business collaboration activities through
social capital. In doing so, we seek to contribute to the advancement of theory in the
fields of both strategic management research as well as strategic human resources
management. More formally, the following research questions (RQ1-3) are derived
(chapter 1.2):

1. How does social capital contribute to middle managers’ cross-business collabo-
ration activities and how is it developed?

2. In which way do leadership development experiences most likely allow middle
managers to develop the necessary social capital for valuable cross-business
collaboration?

3. How can corporate human resource management align leadership development
practices to foster cross-business value creation?
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The following figure depicts the incorporation of the research questions into the guid-
ing investigation framework presented in 2.3.2 :

Focus of the Inquiry

) LIfnended Lead E’L‘?e;;encfd Devel al Behavidral Performance
L p DoV oo | Outcome Outcorne ' Outcome
Practices Practices
360-degree Feedback
Coathing — Individual — — )
M . Experience/ Cross-business GrowthS .
entoring RQ3 Xperience; RQ2 Social Capital RQI collaboration srowth Synergies
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Action Learning
Networks

Figure 3-1: Research Questions and Relationships in the Focus of the Inquiry

Because of the absence of previous theory and research on the relationship of leader-
ship development practices and cross-business collaboration, it was regarded as essen-
tial to adopt an inductive case study approach. The reasons are outlined in the follow-
ing sections.

3.3.1 Inductive Research

The inductive approach represents a way of transferring the insights from a specific
individual phenomenon to a more general abstraction or theory (Bortz & Ddring,
2006). Representing the opposite process, the deductive approach completes the induc-
tive approach to a research cycle. The general abstraction or theory is transferred to an
individual and concrete situation. Whereas the deductive approach refers to testing the
theory, only with an inductive approach are new insights and new theory development
generated (Bortz et al., 2006). Strategic management research is only beginning to ex-
plore the realization of cross-business synergies, the underlying collaboration activities
(Martin et al., 2001, 2003) and how to support them systematically. HRM literature, on
the other hand, points out the black-box character of the HRM activity - performance
linkage and calls for a further elaboration of the relationship (Purcell et al., 2007).
Moreover, a clear differentiation between business and corporate impact has not yet
been established in HRM research, particularly with respect to leadership develop-
ment research (Winterton et al., 1997). Thus, in the light of our objective to advance
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theory development, an inductive approach is chosen for the underlying research ques-
tions under study.

3.3.2 Case Study Approach

Certain characteristics are distinct to either inductive or deductive research ap-
proaches, and most authors associate quantitative research methods with deductive and
qualitative methods with inductive approaches (Punch, 1998). However, both fields
show large overlaps in methods which make it necessary to choose the appropriate set
of methods and inform the reader of the underlying assumptions and way of thinking.

One of the research approaches used for deductive as well as inductive research is the
case study approach (Denzin & Lincoln, 1994; Eisenhardt, 1989; Eisenhardt &
Graebner, 2007; Yin, 2003). Even though theory development traditionally results
from combining previous literature, it is preferable to draw on empirical reality and
actual data for the development of a testable theory (Eisenhardt, 1989). Case studies
have become an approach that is frequently used in strategic management and organi-
zation research to investigate complex and unexplained phenomena in a holistic way,
focusing “on understanding the dynamics present within single settings.” (Eisenhardt,
1989:543). This holistic view of the dynamics in a single setting is mainly enabled
through the inclusion of different levels of analysis, such as societal, organizational,
group or individual (Eisenhardt, 1989; Eisenhardt et al., 2007; Yin, 2003). As Yin
(2003) points out, this research approach is particularly useful if “the boundaries be-
tween phenomenon and context are not clearly evident” (Yin, 2003:13).

Thus, to be able to capture the complex context-sensitive dynamics of cross-business
collaboration and leadership development practices which are strategically embedded
in an MBF, an inductive case study inquiry approach was chosen to be appropriate for
our research questions. Beyond that, by including the perspective of the individual ac-
tor involved in cross-business collaboration, the research questions imply different
levels of analysis, which also favors the case study approach. Yin (2003) points out
that case study inquiry can be seen as an overarching research approach, covering the
logic of a design, data collection techniques and specific approaches to data analysis.
Thus, case studies can involve either single or multiple cases, numerous levels of anal-
ysis and embrace a variety of underlying methods (Eisenhardt, 1989; Yin, 2003). The
next section will explain our application of the inductive case study research approach
to the research object of this dissertation.
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3.4 Research Design

As outlined in chapter 3.3, this dissertation adopts a mainly theory-developing re-
search approach (inductive case study) to gain deeper insights into the relationship
between leadership development practices and behavioral outcomes in the form of
valuable cross-business collaboration. To capture the different levels of analysis in-
volved in our research, we employ an embedded multiple-case design (Yin, 2003).
Such a design type is seen to generally improve the rigor of the inquiry as comparisons
of different cases force the investigator to “look at data in many divergent ways.” (Ei-
senhardt, 1989:540). The design of any case study includes the selection of an appro-
priate context, cases, data collection methods and level of analysis, a process depicted
in the figure below and described in detail in the following sections:

Overall Context
Multibusiness Firm FinanceCorp

Case Context
Subsidiary FinanceCorp

Case
Cross-business collaborating Middle Managers

Leadership Development
Experiences

Leadership Development
Experiences

Figure 3-2: Overview of Research Design

3.4.1 Industrial and Organizational Context

To inductively explore the research questions guiding our study, we selected an organ-
izational context where cross-business value creation is not only the underlying pri-
mary logic of the firm but where a horizontal optimization is the inherent concept of
the corporate strategy (please see 2.1.3). We expect that successful cross-business col-
laboration among businesses occurs on a sufficiently frequent basis to be valuable for
our research. We selected the financial services industry sector as the industrial envi-
ronment since this industry is highly dependent on its human capital and invests heav-
ily in systematic leadership development practices. Indeed, surveys report that the
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highest investments in human-capital-related activities occur in the financial services
industry sector (PriceWaterhouseCoopers, 2006).

We decided to conduct our research at FinanceCorp, a European MBF with three dif-
ferent businesses. The company acknowledged cross-business collaboration as a core
element of its corporate strategy and has actively pursued leadership development
practices with strategic intent. FinanceCorp employed around 80,000 employees, and
operated all of its three businesses globally across Asia, America and Europe. We se-
lected a particular European subsidiary of FinanceCorp (SubFinanceCorp) as our ob-
ject of inquiry.

In this European market, FinanceCorp decided in 2002 to transform its organization
from a vertical optimizer into a horizontal optimizer, promoting further integration
among the three businesses into one firm. The goal of that decision was to exploit
growth and efficiency synergies beyond the businesses. This subsidiary was unique as
it was FinanceCorp’s first attempt at a consistent implementation of a strategic focus
on cross-business collaboration. As such, SubFinanceCorp was considered to represent
a pioneering model for other markets to follow and thus represented an ideal context
for the exploration of cross-business collaboration and the role of leadership develop-
ment experiences in three ways. First, with such an explicit focus on the realization of
cross-business synergies, we expected to find successful cases of cross-business col-
laboration among businesses resulting in growth synergies that might inform us about
the relevant antecedents and influencing factors involved. Secondly, as it was embed-
ded in a large MBF, we expected that leadership development practices were pursued
on a highly systematic level. Finally, with around 1,300 employees, SubFinanceCorp
offered the advantage of a manageable and homogenous research context that did not
compromise the criterion of studying a large MBF.

3.4.2 Unit of Analysis

In case study inquiry the “case” represents the main unit of analysis (Yin, 2003) and
may be an individual, an entity, an event, organizational change, implementation
processes, etc. (Yin 2003). Miles & Huberman (1994) define a case as “a phenomenon
of some sort occurring in a bounded context” (1994:25) which shows that the defini-
tion of the case is a fundamental problem for investigators. Moreover, it is important to
note that the definition of the case and the related unit of analysis might change during
the inquiry (Yin, 2003). Our study sought to understand the role of the leadership de-
velopment experiences of middle managers who successfully engage in cross-business
collaboration in an MBF. Whereas SubFinanceCorp with its three businesses formed
our object of analysis, cross-business collaborating middle managers and their leader-
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ship development experiences was our primary unit of analysis and were thus consi-
dered our cases. However, we studied these individuals embedded in the particular
strategic context of an MBF.

3.4.3 Case Selection

In contrast to a statistically oriented sampling used in deductive research approaches,
inductive case studies opt for a theoretically oriented sampling of cases (Eisenhardt,
1989; Strauss & Corbin, 1996). That means that they are selected in order to provide
useful and valuable contributions for the constructs and variables in question. Thus, we
chose to investigate cases of successful cross-business collaborators who have
achieved valuable cross-business collaboration among the three businesses of SubFi-
nanceCorp. As comparative case studies strengthen the quality and reliability of case
study research (Eisenhardt 1989; Yin 2003) we decided to select as well middle man-
agers with only small experience for comparison.

Acknowledging the importance of middle managers for organizational outcomes and
strategy realization (please see 2.1.4), we adopted a middle management perspective in
our research. In line with recent middle manager literature, this perspective is not li-
mited to formally authorized managers located below top management and above first-
level managers (Wooldridge, Schmid, & Floyd, 2008). Rather, the term entails a pers-
pective on actors in an organization (managers or professionals) whose activities and
behaviors have important consequences for how strategy is put into practice (Currie et
al. 2005). Combining access to top management with their knowledge of the opera-
tional daily business enables them to take on an important and unique mediating role
between the organization’s strategy and day-to-day activities (Wooldridge et al.,
2008). Consequently, we selected middle managers at SubFinanceCorp according to
their positions in the middle level internal management ranks (Executive Director /
Senior Director). As these ranks were assigned independently of a formal manager
position, it was seen to be the best means to identify the appropriate people. Further,
we selected middle managers from all three businesses at SubFinanceCorp. Concen-
trating on growth synergies that result in new revenue streams that are based on day-
to-day interaction (please see 2.1.3), we focused on middle managers in front- and
sales force units who had direct client contact.

3.4.4 Research Set-up

In order to strengthen the research quality of the study (3.6), multiple sources of evi-
dence (Eisenhardt 1989; Yin 2003) were considered as a guiding principle for the re-
search set-up and data collection. The following figure represents the multiple data
sources and evaluators that were considered:
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Figure 3-3: Multiple Methods and Perspectives of Evidence

Multiple Methods. In case study research, quantitative and/or qualitative methods can
be applied* (Eisenhardt, 1989; Yin, 2003). Indeed, multiple data sources, e.g., multiple
data collection methods, are regarded as strengthening the evidence of the study and
minimizing bias (Eisenhardt, 1989). Particularly with regard to the goal of capturing
the dynamics present in a single setting, a case study can profit from a combination of
qualitative and quantitative methods (Scholz & Tietje, 2002). Quantitative data can
indicate relationships that the researcher was not expecting. Further, it can give direc-
tion and prevent the researcher from losing his or her orientation because of an over-
whelming amount of qualitative data. Finally, it may support findings from the qualita-
tive evidence (Eisenhardt 1989). Conversely, qualitative data are useful in understand-
ing the rationale and theory behind the relationships revealed in the quantitative data
(Eisenhardt 1989). In this way, qualitative and quantitative data create a positive syn-
ergistic effect. In order to gain an initial overview of the relationships between cross-
business collaboration and leadership development experiences, a survey question-
naire was used to gather quantitative data from the cross-collaborating middle manag-
ers as the actors under study. Additionally, a series of interviews conducted with the
survey respondents complemented the quantitative data with qualitative data to enable

* We understand qualitative and quantitative research as described in Punch (1998:4): “Qualitative research is
empirical research where the data are in the form of numbers. Qualitative research is empirical research where
the data are not in the form of numbers.”
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a deeper understanding of the underlying rationale. In order to capture the context-
dependent nature of the research objectives accurately, interviews of internal experts
were used to provide a rich understanding and description of the research site and its
organizational environment. Additionally, documentary data and observations were
methods used to capture further information.

Multiple Perspectives. We accounted for multiple perspectives by introducing mul-
tiple informants and levels of observation. To develop a deeper understanding of how
leadership development practices impact cross-business collaboration, the individual
perception and experience of the organizational actors themselves were incorporated
into the inquiry. In doing so, this dissertation attempted to illuminate what cross-
sectional quantitative approaches in HRM had not been able to capture to date: the
dynamic process of interaction between leadership development practices, perceptions,
experiences and behavioral actions. Accordingly, cross-business collaborating middle
managers represented the main source of data information. However, to understand
and explain their experiences in relation to the overall context, internal experts in cen-
tral functions were also interviewed. Because the experts differed in their functions
(top management, business development, controlling, human resources management,
etc.) a variety of individual perspectives and observation levels were able to be reflect-
ed.

The following figure incorporates the multiple sources of evidence (methods and pers-
pectives) into the research design, resulting in the research set-up which guided the
research process:
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Figure 3-4: Research Set-up

3.4.5 Research Process

The design of the research process mainly follows suggestions from case study re-

searchers (Eisenhardt 1989, Yin 2003) regarding inductive approaches. These ap-

proaches are characterized by a highly iterative, mutually reinforcing research process,

particularly with regard to data collection and analysis. However, in order to describe

this process, a linear representation seems to provide greater transparency. According-

ly, the dissertation’s research process is clustered in four main phases, which are

summarized in the following figure and described in more detail below:
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Figure 3-5: Research Process

(1) In the first phase, this study undertook an extensive study of the existing literature,
resulting in the deduction of the research questions. Failing to specify research ques-
tions might cause the researcher to lose his or her focus and become overwhelmed by
the data (Eisenhardt 1989; Punch 1998). Along with the theoretical embedding of re-
search questions, their specification was elaborated. Accordingly, we adopted a stra-
tegic human resources management perspective and selected an adequate research set-
ting for the research purpose. During this first phase, we visited leadership develop-
ment programs with cross-business collaborating middle managers, which led to our
first discussions with the actors under study and with some key informants®. This was
important, as cross-business collaboration is highly dependent on the business and in-
dustry under study. Thus, we were able to establish a detailed understanding of cross-
business collaboration activities within the context, which was necessary for the de-
velopment of the research design.

(2) In a second step, the first expert interviews were conducted and the respective do-
cumentary data was collected and studied. Both served to develop the survey question-
naire and the interview guide for the cross-collaborating middle managers. Further, on
the advice of the internal experts, thirty cross-collaborating middle managers were se-
lected as cases. Four of them were chosen as pilot cases in order to improve the inter-
view guide and the survey questionnaire. This procedure served to specify in advance
certain constructs that might potentially play a role (Eisenhardt 1989). Accordingly,

3 List of observations please see appendix
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the interview guide was semi-structured in nature, reflecting already the preliminary
coding scheme. The survey captured the potentially relevant constructs of social capi-
tal derived from the existing literature to strengthen reliability and construct validity
(please see 3.6).

(3) In the third phase, data was collected. In discussions with responsible parties at
SubFinanceCorp, it was agreed that the data collection phase should respect the work
load of the respective actors and should be pursued in a most efficient manner in order
to take up as little of the respondents’ time as possible. According to the business cycle
in the financial services industry, the summer period was seen as the least busy as
clients tend to be on vacation. Thus, the access and data collection among the middle
managers was organized within this time period. Case study research recommends that
each individual case should be studied directly and to integrate important conclusions
immediately into the study design by either redesign or shaping the original theoretical
propositions or by replication of another case (Yin 2003). Thus, data collection and
analysis go hand in hand, and it is the researcher’s decision as to how many cases he or
she wants in order to explore to achieve a sufficient “degree of certainty” (Yin, 2003).
Consequently, this iterative process proved that thirty cases of cross-business collabo-
rating middle managers were a sufficient set for our analysis purpose.

(4) In the final phase, data was analyzed and compared. According to the recommen-
dations in case study research (Eisenhardt, 1989; Yin, 2003), a within-case analysis
was attempted before analyzing cross-case patterns or comparison of the cases. First,
the survey results were analyzed, complemented by an initial qualitative analysis and
resulting in a within-case analysis. In a second step, results — particularly when not
matching with predicted relationships - were analyzed through an in-depth cross-case
comparison. Comparing and discussing them in the light of the existing literature led
to the development of our theoretical propositions.

3.4.6 Data Collection®

Expert Interviews. We conducted fifteen interviews with internal experts located in
central functions of FinanceCorp and SubFinanceCorp. We included experts in busi-
ness development, controlling, human resources and leadership development as well as
senior management in order to learn about the intended activities for cross-business
collaboration at the company and the role of leadership development in general. Based
on an interview guide (please see appendix), these interviews lasted between 1 and 2

® All data were collected in German (interview, survey, publications, etc.) and translated into English for the
purpose of this dissertation.
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hours and were conducted in a problem-centered manner. This interview technique
allows the interviewer to be open to theory as a guide and also to generating theory
(Witzel, 2000). Strategy, cross-business collaboration, achievements, support mechan-
isms, culture, leadership development were the common topics at the center of these
interviews. However, they were purposely varied with regard to the respective func-
tional know-how and perspective of the interviewee. All interviews were recorded,
transcribed and reviewed by the interviewee afterward. This enabled us to create an
overall picture to understand the embedding, context and status of cross-business col-
laboration at SubFinanceCorp. On the advice of these internal experts, the cross-
business collaborating middle managers were identified and selected.

Documentary Data and Observations. Observations, initial discussions and visits
marked the beginning of the research process in particular, e.g., visiting leadership
development courses attended by middle managers from all three businesses, an initial
discussion with the CEO of SubFinanceCorp, etc. (please see appendix). This enabled
our initial orientation to and understanding of cross-business collaboration activities.”
Documentary data consisted of the firm’s internal and external publication record,
such as internal and external communications, press-releases, and financial reports,
descriptions of leadership development practices and programs. They were mostly tak-
en from the company’s internet website. Additionally, internal and unpublished docu-
ments were provided during the expert interviews by internal experts. Together with
existing case studies, they served to validate and embed the information from the in-
ternal experts.

Interviews with Cross-business Collaborating Middle Managers. With the help of
the internal experts, we identified cross-business collaborating middle managers who
had taken on a particular leadership role in cross-business collaboration at SubFinan-
ceCorp and thus would be appropriate informants for our study. Thirty middle manag-
ers located in all three businesses were selected. We made sure that all of them were in
sales force units of the respective businesses. In their capacity as members of the sales
force, they all had direct client contacts and thus opportunities for cross-business col-
laboration that lead to growth synergies.

Subsequently, each of the thirty middle managers was contacted by phone and an in-
terview date was scheduled. We provided both initial information about the study’s
purpose and a brief overview of the process. Further, we told the respondents that they
would receive a survey questionnaire in advance and asked them to complete it and

7 The author of this dissertation had a previously established work role in this company, which was a benefit for
accessing the relevant informants and collecting the necessary information.
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bring it with them for the interview. All agreed to an interview, which meant that we
conducted a series of thirty interviews, each 1 — 1 % hours in duration, at SubFinance-
Corp.

To enable the generation of comparable data, each interview was conducted in a semi-
structured way based on the established and piloted interview guide (please see appen-
dix). The interview guide was organized around the three main components of our re-
search questions: (1) cross-business collaboration experience that leads to growth
synergies, (2) social capital (development), (3) leadership development experiences.
At the beginning of each interview, interviewees were informed again about the pur-
pose of the study and the interview. Each interview was recorded, transcribed and re-
viewed by the interviewee afterward. Anonymity and confidentiality were assured by
showing how the interviews would be de-personalized and coded. Further, we in-
formed each interviewee that she or he would receive a copy of the transcription for
review afterward. This helped to build confidence and trust in the researcher and en-
hanced validity, which helped to ensure an accurate representation of the information
provided during the interview.

Survey with Cross-business Collaborating Middle Managers. Prior to the inter-
view, the selected middle managers received a survey questionnaire which they were
to complete and hand back at the interview. According to the research purpose, the
survey questionnaire centered on the main topics under study: (1) cross-business col-
laboration experience, potential and activities (2) social capital, and (3) leadership
development experiences (please see appendix). It served to provide quantitative data
to complement the qualitative data and to direct the data analysis. Moreover, it served
to eliminate questions from the interviews that could be answered more efficiently in a
survey; thus, more time was available to discuss more complex issues face-to-face.
Additionally, as we discovered in the four pilot interviews, it was of benefit if middle
managers could ‘warm-up’ with the topic before the interview. Thus, the survey ques-
tionnaire was a means of starting a self-reflection process that was critical to an effec-
tive interview process. Further, this set-up allowed us to review the responses indi-
cated in the survey during the interview, and we were able to check whether the survey
questions had been understood correctly.

Most of the constructs used in the questionnaire were based on best practices of exist-
ing research. Particularly with regard to social capital, the survey items were based on
existing constructs in order to increase the validity and reliability of the study. As no
specific study about the role of social capital in cross-business collaboration could be
identified, we decided to base our investigation to a large extent on the set-up from
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Tsai et al. (1998). Investigating specifically inter-unit collaboration seemed to be clos-
est to our research focus.

Following the definition of internal social capital by Leana et al. 1999 (please see
2.1.4), we focused particularly on the aspect of quality of social capital. Accordingly,
we incorporated a measure of tie strength, trust and shared goal orientation. In order to
evaluate the quality of social capital, it is first necessary to identify the existence or
absence of network ties and capture indications of their strength (Kildufff & Tsai,
2003). Consequently, we incorporated a question on the contact frequency to units of
the other businesses in order to create an overview of the existence of ties and their tie
strength (Burt, 2000; Granovetter, 1973; Hansen, 2002). Further, we selected the items
of trust from the study by Tsai et al. (1998).

Considering the facets of reliability and credibility of trust, it seemed appropriate,
however, to incorporate another item referring to predictability. Cross-business col-
laboration is seen as a specific type of inter-unit collaboration that — other than within
business inter-unit collaboration — does not have the safeguards found in hierarchical
structure or management processes. Thus, it is assumed that a high predictability of the
other party’s actions is required in order to buy into collaboration. Consequently, we
integrated another item referring to predictability which we adapted based on Zaheer,
McEvily, & Perrone (1998). Further, we accounted for the aspect of shared goal orien-
tation by integrating the two items proposed by Tsai et al (1998).

Generally, social relationships can be investigated on different levels (individual, unit
or organizational level; please see as well 2.1.4). For our purposes, we focused on the
individual relationships of middle managers towards another unit. According to sever-
al authors (Brass et al. 2004; Tsai et al. 1998), individual ties between units seem to
play an important role in understanding collaboration between units. Brass et al.
(2004) state: “Ties between people in different units are especially intriguing, because
they create ties between organizational units, illustrating the duality of groups and in-
dividuals. When two individuals interact, they not only represent an interpersonal tie
but they also represent the groups of which they are members. Thus inter-unit ties are
often a function of interpersonal ties [...].” (Brass et al. 2004:801). In line with these
authors, we focused on individual social ties between an individual middle manager
and the other unit in order to derive insights on inter-unit collaboration. Accordingly,
the items of tie strength and frust were rated separately with regard to each existing
unit of the other business. To ensure satisfactory understanding by the respondents, the
questionnaire was reviewed by research colleagues, tested with the help of the four
pilot cases, and was adapted according to the improvements suggested.
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3.5 Data Analysis

As qualitative and inductive research is far less formalized than quantitative and de-
ductive approaches, it seems to be very important to make data analysis sufficiently
transparent in order to be able to trace the conclusions proposed back to their related
data and evidence. This subsection provides an overview of how data analysis was
processed following the existing recommendations for case study research (Eisenhardt
1989; Yin 2003).

Case Study Context. The data gathered with the help of the expert interviews and the
documents and observations were used to understand and describe the research con-
text. This analysis was driven by and narrowed to the topics at the heart of our re-
search: company profile, achievements, strategy, cross-business collaboration and the
role of leadership development practices. The overall description of the research site
and context was proofread by internal experts from the company in order to make sure
that all of the information provided was reproduced correctly.

Cases of Cross-business Collaborating Middle Managers. The quantitative and
qualitative data collected regarding the cross-business collaborating middle managers
was analyzed in an inductive, iterative process according to the overall inductive re-
search approach. As noted earlier, case study research has revealed the benefit of the
positive synergistic effects between quantitative and qualitative evidence. They facili-
tate a data analysis process that creates both a rich and in-depth understanding and
some sort of direction, focus and support in a mutually reinforcing way (Eisenhardt
1998). Thus, we first started to analyze the quantitative data (survey results) in order
to identify the overall direction of the core variables (cross-business collaboration ex-
periences, performance, social capital and leadership development experiences). This
was complemented with an initial analysis of the qualitative data (interviews). In a
second step, an in-depth analysis of the qualitative data (interviews) followed, result-
ing in the development of the respective theoretical propositions. Eisenhardt (1989)
and Yin (2003) recommend studying and analyzing each case as a “whole” before in-
vestigating cross-case comparison analysis to detect cross-case patterns. Following this
recommended data-analysis process in case study research, the first step of our data
analysis resulted in an initial within-case analysis, while the second led to an in-depth
cross-case analysis.

In the next two sections we will describe in more detail how we analyzed the quantita-
tive and qualitative data. Even though it evolved as an iterative process in practice, we
will separate the two approaches for purposes of clarity of presentation.
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3.5.1 Analysis of Quantitative Data (Survey)

As this research followed an inductive approach, the sample was selected according to
theoretical criteria and not with regard to statistical criteria. Accordingly, the set-up
and quantitative analysis of the survey was limited from the beginning to a purely de-
scriptive level. Serving to guide the direction for an in-depth analysis of the qualitative
data it was the purpose to find out major trends and tendencies among the middle
managers cross-business collaboration performance, social capital and leadership
development experiences.

Cross-business Collaboration Performance. As indicated earlier, comparative case
studies are regarded as more reliable and persuasive (Eisenhardt, 1989; Yin, 2003).
With that in mind, we compared middle managers with higher performance levels in
cross-business collaboration with middle managers with a lower performance level.
We decided to rely on subjective performance indications, given the absence of an ex-
isting controlling and accounting system at SubFinanceCorp for tracking cross-
business collaboration performance on an individual level over the whole study’s pe-
riod (2002-2006). Based on an existing construct for performance increase through
cross-business growth synergies (Miiller-Stewens et al., 2006), we adapted the scale
with regard to the specific key performance indicators of SubFinanceCorp with the
help of the controlling & accounting department.® We asked for an estimated annual
performance increase in net new money, return on assets and client satisfaction. This
implies, however, that respondents have to make complex and difficult judgments,
sometimes even without the specific information needed (Venkatraman & Ramanu-
jam, 1987). This seemed to be particularly the case when estimating the increase in
client satisfaction.

Whereas respondents receive reports about their net new money and return on asset
increase, they have no information at hand that can be related to their individual client
satisfaction. We thus judged this item as being particularly susceptible to bias and ex-
cluded it from the analysis. We based our analysis purely on the financial performance
increase parameters of net new money and return on assets. In order to validate these
subjective estimations, we collected the only available objective information regarding
cross-business collaboration performance: a specific award.

Since 2003 SubFinanceCorp has honored especially successful cross-business collabo-
rators every year with a "Cross-business Award". Nominations for the award were
evaluated by a cross-functional team of managers who prepared a list of candidates to

8 Interview SFC04:01
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be submitted to the board of directors for decision. The cross-business collaboration
performance could arise from a sales pitch, a project, an initiative or single ad-hoc col-
laboration that has led to a) an increasing or new revenue stream, or b) an efficiency
gain or else ¢) an increase in client or employee satisfaction.” Around ten middle man-
agers per year had been rewarded for their outstanding cross-business collaboration
performance. Consequently, we used the information about the managers who had
been rewarded for their cross-business collaboration performance as an objective per-
formance measure in our survey. In order to exclude the possibility that a performance
might have resulted from a random ‘one-time’ lucky deal, we asked additionally about
their level of experience in cross-business collaboration. Further, some general ques-
tions about the potential for growth synergies and cross-business collaboration activi-
ties were included for an overall better understanding of the context.

Social Capital. For analysis purposes, we concentrated the ratings of fie strength and
trust on one index over all rated units of other businesses. However, when analyzing
the trust items results together with the interviews, it became clear that the predictabil-
ity item was rated with regard to the predictability of the specific business of the other
unit. Thus, all volatile businesses were rated very low (i.e., investment banking units),
whereas rather stable businesses (i.e. wealth management units) were rated rather high.
Consequently, we excluded this item from our analysis as it seemed not to be related to
the quality of a particular relationship experience with this unit.

Leadership Development Experiences. Based on our expert interviews, the existing
leadership development practices were identified (360-degree feedback, coaching,
mentoring, job assignment, leadership training, action learning, networks/off-sites) and
listed in the questionnaire. Respondents were asked about their participation rate. Ad-
ditionally, they were asked about whether the particular leadership development expe-
rience had a specific cross-business focus. Further, a question was added about the
most important benefit of the leadership development practices they experienced. Even
though this question was also a part of the interview, it required interviewees to think
about this very subjective and complex issue in advance.

General Sample Characteristics. In order to gain insights about the sample, we asked
for tenure, tenure in function and leader responsibility. These items also served as con-
trol variables that might play a role in explaining differences in cross-business collabo-
ration experiences.

? document d-SFC07; d-SFC05
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All thirty respondents handed back the questionnaire during the interview. With the
help of statistical software'’, means, frequency distributions and some selected associ-
ation measures were calculated. Based on the performance differences we observed,
the thirty middle managers were initially clustered according to their cross-
collaboration performance and experiences, which resulted in three different groups
with low-level, moderate-level and high-level cross-business collaboration engage-
ment."" In a second step, the quantitative data findings were compared across cases
(groups) with regard to their social capital and leadership development experiences.
This helped to guide the in-depth analysis of the qualitative data.

3.5.2 Analysis of Qualitative Data (Interviews)

Qualitative data analysis follows less formalized rules than quantitative data analysis
and thus requires particular attention to making them explicit and transparent for the
reader (Miles & Huberman, 1994). An inductive case study mainly refers to a syste-
matic examination of case similarities and differences in order to facilitate the devel-
opment of theoretical concepts and categories (Punch 1998). It is recommended that
first, a within-case-analysis be processed before engaging in a cross-case analysis (Ei-
senhardt 1989; Yin 2003; Miles et al. 1994) Theses analyses involve the processes of
comprehending, synthesizing, theorizing and recontextualizing (Morse, 1994). While
the first two processes result in a within-case analysis, theorizing and recontextualizing
are enabled through an in-depth cross-case analysis. The qualitative data analysis of
this study can thus be described as follows:

Within-Case Analysis. Comprehension as the initial step in qualitative data analysis
is reached when the researcher has enough data to be able to write a complete, detailed
and rich description (Morse, 1994). It involves clustering similar events. Coding as a
central process helps the researcher to sort the data and uncover underlying meanings
(Miles et al., 1994). For that reason, our qualitative data was reviewed based on the
preliminary coding scheme, which was refined and adapted during this process. In a
second step, synthesizing involves merging typical composite patterns of behavior to-
gether (Miles et al., 1994; Morse, 1994). The process requires the researcher to distin-
guish the significant from the insignificant and to merge several cases in order to de-
scribe typical patterns of behaviors of the group. This phase resulted in a within-case
analysis, consisting of extensive tables of descriptions of typical behavioral patterns of
each of the groups of middle managers.

1% In our case SPSS Version 15 and 16

" The groups were clustered into equal percentiles based on the scanned cases. The width of each interval ex-
pressed a binned category, each containing 33.3% of the cases.
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Cross-Case Analysis. The in-depth cross-case analysis entails the theorizing element,
which may be considered as the sorting phase of the analysis. By comparing similari-
ties and differences of the cases, theorizing asks questions of the data that will create
links to established theory. It also seeks to construct alternative explanations and of
holding them against the data until the best explanation is obtained. Morse (1994) de-
scribes this process as follows: “Unfortunately, theory is not acquired passively in
moments of blinding insight. It is earned through an active, continuous and rigorous
process of viewing data as a puzzle as large as life [...]. Theorizing is the constant de-
velopment and manipulation of malleable theoretical schemes until the ‘best’ theoreti-
cal scheme is developed [...]. If one ever finishes the final ‘solution’ is the theory that
provides the best comprehensive, coherent, and simplest model for linking divers and
unrelated facts in a useful, pragmatic way.” (1994:32) Thus, this process consists
mostly of a pattern matching activity (Eisenhardt 1989; Yin 2003; Miles et al. 1994).

In this dissertation the different behavioral patterns of middle managers were com-
pared extensively across the groups and resulted in the respective theoretical models.
This led to the last phase, recontextualization, which refers to the process of develop-
ing the emerging theory in such a way that it is applicable to other settings and popula-
tions. It represents the most important product of qualitative research. In this process
the work of other researchers and the existing literature play a critical role. They pro-
vide the context in which the researcher’s model links the new findings with estab-
lished knowledge (Morse, 1994). Consequently, the theoretical findings were dis-
cussed and linked to the existing literature and thus recontextualized.

3.6 Research Quality

Although case study research — particularly with the aim of theory development - is
less formalized than hypothesis testing research (Miles et al., 1994), some strategies
have been proven to be beneficial for increasing the transparency, reliability and valid-
ity of a case study. Those strategies refer to the set-up, data collection and data analy-
sis in case study research. In the following paragraphs we discuss the above-presented
research approach with regard to evaluating the research quality.

3.6.1 Validity

The criterion of validity refers to the degree to which a study supports the intended
conclusion drawn from the results (Bortz et al. 2006; Yin, 2003). It encompasses three
aspects, construct, internal and external validity. Whereas construct validity refers to
the correct set-up of operational measures and use of appropriate methods, internal
validity refers to the “internal logic of the research” (Punch 1998), i.e., how causal re-
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lationships are established. External validity refers to the generalizability of the find-
ings (Bortz et al., 2006; Marshall & Rossmann, 1995).

Construct Validity. “Construct validity focuses on how well a measure conforms with
the theoretical expectations” (Punch, 1998:98). In other words, it is concerned with
whether the measurements capture in an appropriate way the theoretical meaning of
the constructs under study. Accordingly, different tactics were applied to support the
appropriate set-up of data collecting methods and measures (Eisenhardt 1989):

- Multiple sources of evidence (Eisenhardt, 1989; Yin, 2003). Any finding or
conclusion in a case study is much more convincing and accurate if it is based
on several different sources of information (Yin, 2003). This refers to data
sources and different evaluators. Three data collection methods were combined
(interviews, survey, documentary data and observations), providing multiple
measurements of the same phenomenon. Further, multiple informants from dif-
ferent functions (Human Resources, Business Development, senior manage-
ment) on different levels (FinanceCorp and SubFinanceCorp) were interviewed
to obtain evidence from multiple perspectives.

- A priori specification of constructs (Eisenhardt, 1989). An initial specification
of potentially important constructs is seen as beneficial. If constructs are identi-
fied from the literature in advance, they can be explicitly considered and meas-
ured with different methods. If they come to play an important role, they
represent strong, triangulated measures (Eisenhardt, 1989). This study defined
social capital as important a priori construct and introduced it as a measure in
the interviews and the survey. In the latter, the construct was taken from exist-
ing research in order to further strengthen validity.

- Review by key informants (Yin, 2003). Construct validity is strengthen by a re-
view of the case study report by the participants and informants from the case.
Accordingly, the case study was reviewed by internal experts and extensively
discussed as well with experts external to the organization.

Internal Validity. Internal validity refers to whether a relation between two va-
riables is properly demonstrated, i.e., whether it was correctly concluded that event
x led to event y (Yin, 2003; Marshal et al., 1995). Several strategies are recom-
mended that support internal validity (Yin, 2003):

- A priori definitions of research questions (Eisenhardt, 1989, Yin, 2003): An
a priori defined set of research questions and propositions shapes the data
collection and therefore gives priority to relevant relationships and respec-
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tive analytic strategies. Three research questions were thus formulated at the
beginning of the study. That lead to a first guiding research framework
which resulted in a data collection process focusing on the relationships be-
tween cross-business collaboration experiences, social capital and leadership
development experiences.

- Pattern matching (Eisenhardt, 1989, Yin, 2003): The most desirable tech-
niques for case study analysis follow a pattern-matching logic. Such an ap-
proach involves comparing empirically discovered patterns with those that
were predicted in an iterative way (Yin 2003). Accordingly, the findings
that emerged from our quantitative data analysis were compared, further de-
veloped and validated by qualitative data evidence. The causal patterns ob-
served in the case study were further compared with the existing literature.

- Replication logic. Internal validity is strengthened through replication (Yin,
2003). Multiple case studies follow this “replication logic” in such a way
that selected cases should either predict similar results (literal replication) or
predict contrasting results in a predicted manner (theoretical replication).
The research set-up included both. By clustering the thirty middle managers
into three equal groups according to their level of engagement, each case
was replicated and validated within the groups as well as across the groups.

- Exploring alternative interpretations. In order to strengthen the relationship
found, rival explanations should be addressed (Yin, 2003). The study ex-
plored several rival explanations with regard to the relationship between so-
cial capital and cross-business collaboration performance as well as between
social capital and leadership development experiences.

- Display and present evidence separate from any interpretation (Yin, 2003).
In order to enable a transparent backtracking of analytical interpretations,
empirical evidence is presented separately from its interpretation.

— Review by other researchers. In addition to the review by internal experts,
research colleagues reviewed the case study drafts and the proposed rela-
tionships.

External Validity. External validity is concerned with whether the findings can be
generalized from the unique and idiosyncratic settings, procedures and participants
to other populations and conditions (Wrona, 2005; Yin, 2003). Generalizability is
often questioned and is thus a major source of criticism within case study research.
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Even if the question of generalizability is inherent in case study research, there are

strategies to enhance it (Eisenhardt 1989):

Theoretical Sampling. Whereas survey research relies on statistical generaliza-
tion, case studies rely on analytical generalization. In analogy to survey re-
search, selecting an appropriate sampling is crucial to enhancing generalizabili-
ty. Case study research thus opts for a theoretically oriented sampling of cases
in such a way that provides useful and valuable contributions for the constructs
and variables in question (Eisenhardt 1989). With regard to the cross-business
collaborating middle managers, respondents were chosen from all three of the
existing businesses to strengthen generalizability and minimize bias. Further,
following the logic of replication, the number 30, (i.e., around 10 cases per per-
formance-level) enhanced external validity.

Comparing Cases. An embedded multiple case design seeking comparisons of
patterns across cases strengthens particularly the external validity of a case
study (Yin, 2003, Eisenhardt, 1989). Accordingly, the research design was set
up based on a comparison of middle managers with high performance levels in
cross-business collaboration and middle managers with lower performance le-
vels. Differences and similarities were validated not only within cases but also
by comparing them.

3.6.2 Reliability

The criterion of reliability refers to the possibility that any other independent research-

er can replicate the study and generate the same findings (Eisenhardt, 1989, Yin,

2003). Thus, ensuring reliability is about minimizing errors and biases in the study

(Yin, 2003). Being communicative and interpersonal in nature, data collection and

analysis is to a great extent interwoven in case study research. Consequently, detailed

documentation of any procedure is key to enabling reliability. In line with Yin (2003),

the following procedures were used to enhance the reliability of the study:
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- Documentation of research procedure. This chapter presented transparently the
elements of the research design, the applied measures and methods (including
the interview guide and survey questionnaire), the steps of the procedure and
the data analysis methods applied. This makes possible a review of the research
and an evaluation of its quality.

- Case study data base. A detailed electronic data base was established contain-
ing the interviews transcribed, the coding scheme applied, survey raw data and
analysis, and the documents used. The findings are illustrated in tables and sup-
ported extensively with exemplary citations.

- Chain of evidence. Establishing a chain of evidence refers to enabling an exter-
nal reader to follow the argumentation by providing evidence from the initial
research questions to the study’s conclusion (Yin, 2003). The analytical genera-
lization is supported by empirical evidence drawn from exemplary interview ci-
tations and the findings from the quantitative data analysis. Case descriptions
were structured according to the research questions and relations under study,
thereby enabling the reader to trace back any conclusions made to their related
empirical evidence.

- Quantitative data collection and analysis. The additional use of a quantitative
survey analysis enables other researchers to reproduce the findings. From this
perspective, not only the validity of the study was enhanced but the reliability
as well.

3.7 Conclusion

Because of the absence of previous theory and research on the relationship of leader-
ship development practices and cross-business collaboration performance, we believed
that it was essential to adopt an inductive case study approach for the inquiry. To ex-
plore the underlying research questions, we proposed focusing on an MBF that is fol-
lowing a horizontal optimization strategy and invests in leadership development prac-
tices in a systematic way. For our research site, we selected SubFinanceCorp with
about 1,300 employees, which is a European subsidiary of FinanceCorp, a large MBF
in the financial services industry. Middle managers from SubFinanceCorp were com-
pared with regard to their cross-business collaboration engagement and leadership de-
velopment experiences. Multiple sources of evidence were used. Observations, expert
interviews and documentary data served to establish a rich understanding of the re-
search context. At the center of the inquiry were thirty cases of cross-business collabo-
rating middle managers. A mix of quantitative (survey) and qualitative methods (inter-
views) were used to capture the similarities and differences of the middle managers. In



Research Approach 79

case study research, quantitative evidence makes it possible to capture relationships
that the researcher might not have expected, while qualitative evidence provides a rich
understanding of the underlying rationale of the identified quantitative analysis. Con-
sequently, the data collection and analysis processes were based on this synergistic and
mutually reinforcing effect.
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4 Case Study

4.1 Introduction

The empirical section of this dissertation elaborates on how leadership development
experiences impacted the cross-business social capital and value creation of middle
managers in SubFinanceCorp, a European MBF in the financial services industry. This
chapter provides a description of the research context and an initial analysis of middle
managers’ cross-business collaboration performance, social capital and leadership de-
velopment experiences.

In order to embed the empirical results, a description of the dynamics in the industrial
environment and in the parent company FinanceCorp are provided in subchapter 4.2,
followed in 4.3 by a description of the selected research site, SubFinanceCorp, a sub-
sidiary in a foreign domestic European market. These descriptions are consciously re-
stricted to the relevant background information regarding the focus on corporate strat-
egy, cross-business collaboration efforts and the role of leadership development. Fur-
ther, it is important to note that the information provided is limited to the study’s pe-
riod of analysis, from 2002/2003 until 2006/2007."* Labeling and pseudonyms are
used to de-personalize the context and the actors in order to maintain the confidential-
ity of the interviewees and to strengthen the generation of generalizable insights from
the study."® The case study is based on the inferviews conducted, the survey data and
company-related documents."* A complete list of all of our sources is provided in the
appendix. Where appropriate, we indicate an explicit reference with the index code of
the respective source. Subchapter 4.4. comprises an overview and brief initial analysis
of the results of the inquiry regarding the middle managers’ cross-business collabora-
tion performance and activities, their social capital and their leadership development
experiences. It can be seen as an initial within-case analysis that enables the reader to
understand the origin of the subsequent comparative cross-case analysis in the follow-
ing chapter, which leads to the analytical generalization and development of proposi-
tions.

"2 During our investigation in 2008, the financial markets and industry underwent substantial and to a certain
extent historical changes on a global scale, which affected FinanceCorp as well. However, the observations
made in our study are retrospective in nature, relating to the period before (2002-2006). In line with our inten-
tion to generalize our findings to corporate management of an MBF, we generally consciously excluded these
very specific industry developments from our study.

"% All firm and organizational entity denominations as well as all proper names have been de-personalized. Nev-
ertheless, industry experts might find it easy to identify the corporation, although it is impossible to establish a
direct reference to the subsidiary and its managers.

!4 Company information is complemented to a large extent with information from existing case studies d-FC03;
d-FC04; d-SFC02

E. B. Galli, Building Social Capital in a Multibusiness Firm,
DOI 10.1007/ 978-3-8349-6171-6_4,
© Gabler Verlag | Springer Fachmedien Wiesbaden GmbH 2011
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4.2 Research Context

4.2.1 Trends in the Industrial Environment

Over the past few decades, until 2007, ongoing globalization and liberalization of the
international financial markets led to faster growth of the financial services sector than
the economy. During this period, the financial services industry was poised for huge
growth in the next decade, especially in the emerging markets, such as Brazil, Russia,
India and China. Boosted by bullish markets, companies were reporting higher vol-
umes of business as well as higher fee incomes and increased trading and investment
revenues. Overall, revenues from financial services were forecasted at that time by
industry experts to triple to $6 trillion by 2020". The dynamic of the industry’s expan-
sion was triggered considerably by the innovation of a variety of new financial ser-
vices and products providing a nearly unmanageable flood and complexity of invest-
ment opportunities and instruments on the capital markets (Spreiter, 2005). In re-
sponse, tougher competition and a wave of consolidation in the financial services in-
dustry as well as a shift back to more regulation in some countries resulted in making
size an increasingly critical factor for any financial services provider with ambitions of
being among the most successful players worldwide. Thus, in order to be able to com-
pete for these growing market opportunities in the financial services industry, it be-
came critical for any global financial services player to be able to deliver tailor-made
individual as well as standardized solutions at competitive prices to clients around the
world'®. This implied a capability to grow internationally, a combined position in all
core businesses, a strong client focus, and finally and most importantly, the ability to
differentiate in a highly innovative environment.

4.2.2 FinanceCorp Organization

Company Profile. FinanceCorp has been one of the leading global financial services
firms that have been able to profit from the growing market opportunities in an unre-
cedented way. Looking back on the company’s success from 2002 until 2007, it was
particularly the ‘One firm’ strategy which enabled FinanceCorp to provide its clients
with integrated solutions based on the strong capabilities across all of its core busi-
nesses. This was made possible by the company’s dedicated client focus, which differ-
entiated them from their competitors. A continuous organic growth strategy, comple-
mented with selected strategic acquisitions, allowed the company to achieve critical
size, thus enabling it to exploit extensively economies of scale, which resulted in a

!> document d-FC06
' document d-FC03
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continuous and profitable growth path for nearly five consecutive years. This was re-
flected as well in the financial performance figures reported during those years.'”

2002 2003 2004 2005 2006
(in CHF billions)
Invested Assets 2.0 2.1 22 2.6 2.9
Operating in- 34.1 337 359 411 48.1
come
Net profit 3.5 62 8.0 13.9 116
Return on eq-
uity (RoE) i % 8.9 17.8 258 39.7 282
Market capitali- 79.4 95.4 103.6 131.9 154.2
zation
Net New 369 69.1 89.9 148.5 1517
Money
Headcount 69,000 66,000 67,500 69,500 78,000

Table 4-1: Selected Financial Reporting Figures of FinanceCorp (Source: author based on
documents d-FC02)

Headquartered in Europe (Switzerland) and listed on the New York, Zurich and Tokyo
Exchanges, FinanceCorp grew between 2002 and 2007 in an impressive way to be-
come the largest European continental bank and one of the world’s leading financial
institutions. This growth and success were equally reflected in a continuous increase in
share price during those years."® In the face of external and internal challenges, Fi-
nanceCorp’s results were solid over a long period and the company managed to out-
perform its key competitors. The company’s commitment to its underlying strategy to
act as an integrated firm was unshakeable. They wanted to be seen not as a holding
company or conglomerate but as a corporate portfolio of complementary businesses
whose whole was worth more than the sum of its parts. This formed the basis of the
company’s identity. The company consequently configured, aligned and shaped the
organization in the period between 2002 and 2007 according to this decision and long-
term strategy.

The leveraging of cross-business unit synergies was becoming a key differentiator for
FinanceCorp. Some 15-20% of the bank’s market capitalization value originated from
the synergies realized from collaboration across the firm, a capability which was not
replicated anywhere in the financial services industry.'® Thus, for the period of 2002 —
2007, FinanceCorp represents a case of an MBF that successfully managed to config-

'7 documents d-FC02
'8 document d-FC04
' document d-FC03
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ure and shape its organization around an integrated ‘One firm’ strategy capitalizing on
its cross-business synergies as a key differentiator and source of competitive advan-
tage.

Core Businesses. FinanceCorp defined wealth management, asset management and
investment banking as its core businesses. Supported by a corporate center, the firm
pursued strong positioning in all of its core businesses around the world which, was
reflected in the company’s value proposition:*

- Client focus: FinanceCorp’s purpose is to serve clients and provide them with
confidence in financial decision making. FinanceCorp strives to truly under-
stand clients’ goals — the first priority is the success and interests of clients

- Growth through client-driven revenue streams: targeting sustainable and profit-
able growth by establishing a set of earnings streams based on true customer
benefit

- Three businesses, one underlying trend — growth of wealth: based on sustained
social and economic trends, all of FinanceCorp’s businesses are focused on
areas with above-average growth rates

FinanceCorp’s definition of wealth management” went beyond the traditional private
banking approach. It was a holistic approach to serving clients, based on a long-term
personal relationship between each client and his or her client advisor. It was based on
a long history of private banking experience providing clients with tailored advice and
investment services, including financial planning, retirement planning, estate planning
strategies, investment solutions, lending solutions and business services. Wealth man-
agement services were designed for high-net-worth and affluent individuals around the
world, whether investing internationally or in their home country, including CEOs or
top officers of Fortune 500 companies, hedge fund managers, private equity principals,
entrepreneurs and members of wealthy families. Some of those clients had over $50
million to invest. In the years 2002 to 2007, FinanceCorp grew constantly in managing
invested assets from 60.4 (CHF billion) in 2004 to 113.3 (CHF billion) in 2006.** With
an around 12,000-client advisor force in Asia, Europe and the US and an extensive
global network with presence in over 50 countries, FinanceCorp was considered a
global wealth management leader, with 4% of the global market.”

% document d-FC09

! Offerings in retail banking or commercial banking were limited to its domestic home market.
2 documents d-FC02

% documents d-FC04; d-FC09
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As an asset manager, FinanceCorp offered innovative investment management solu-
tions in nearly every asset class to private, institutional, and corporate clients, as well
as through financial intermediaries. Investment capabilities comprise traditional assets
(for instance, equities, fixed income and asset allocation) and alternative assets (multi-
manager funds, funds of hedge funds and hedge funds, real estate, infrastructure and
private equity). FinanceCorp was one of the largest asset managers in the world. They
expanded their footprint with 3,800 employees across 27 countries. Headquartered in
London, the other main offices were in Chicago, Frankfurt, Hartford, Hong Kong,
New York, Paris, Rio de Janeiro, Sydney, Tokyo, Toronto and Zurich. It grew con-
stantly in managing invested assets, from 274 (CHF billion) in 2002 to 866 in 2006.
Most clients ranged from pension plans, municipalities, insurance companies, multina-
tionals, central banks, charities, and private clients. 2

The investment banking and securities business of FinanceCorp employed 22,000
people in 34 countries. While this scale was impressive, the investment banking busi-
ness stressed the importance of personalized service. Headquartered in London and
Stamford, it provided securities products and research in equities, fixed income, rates,
foreign exchange, energy and metals, investment banking, equities, fixed income or
foreign exchange services to around 6,000 clients worldwide. Moreover, it also pro-
vided access to the world’s capital markets for corporate, institutional, intermediary,
and alternative asset management clients.

Accordingly, the investment banking business was organized around four categories
(equities, fixed income, rates and currencies, and investment banking), advising clients
on M&A, strategic reviews, and corporate restructuring affairs. In the first half of
2005, FinanceCorp was the leader in global equity deals and the fifth-largest in M&A.
Overall, within the investment banking and brokerage business, FinanceCorp was the
only non-U.S. firm among the top five.”

One Firm Strategy. Unlike a holding company or a financial services conglomerate,
both of which were in vogue in the industry during that period, the FinanceCorp ap-
proach was to build a powerful group by integrating the related businesses. This ap-
proach was designed to help to successfully place the combined resources and exper-
tise of each of the businesses at the disposal of the clients. The integrated business
model enabled a dedicated and consistent client centrism unprecedented in the industry
at that time. Thus, the vision of a ‘One firm” approach was to build the base for conti-
nuous, organic growth and sustainable competitive advantage for FinanceCorp as a

2* documents d-FC04; d-FC09
» documents d-FC04; d-FC09
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key differentiator to other competitors in the market. While the strategy as such was
not radically different from that of most of its rival banks, FinanceCorp proved over
that period of time that it was capable of realizing the strategy and thus reaching its
corporate goals more often than most of its peers.?®

In retrospect, the continuous realization and reinforcement of the ‘One firm’ strategy
was heralded in 2001/2002 by changes in top management. At that point in time, Fi-
nanceCorp had succeeded in building up a presence in each of the three major global
regions (Europe, America, and Asia) and in the main businesses: investment banking,
asset management and wealth management. However, the commitment to the inte-
grated vision and its realization was only about to start. Thus, from 2002 to 2007, the
CEO and his corporate management worked continuously to align the organization
toward an organic growth path, to further integrate the corporation’s businesses and to
increase its global visibility. The aim was to drive FinanceCorp toward a common cor-
porate identity and an integrated leadership team more focused on organic growth so
that it could leverage the promise of an integrated firm.

A first major step in strategy realization was the introduction of a single corporate
brand in 2003 replacing a number of preceding brands. This change brought the brand
strategy into alignment with the ‘One firm’ approach, improved marketing spending
efficiency and reduced confusion among the clients and other audiences. This was
seen as an opportunity to engage both outsiders and insiders in the ‘One firm’ vision
and gain alignment to ensure “one-brand” messaging. The promise behind the brand
implied that FinanceCorp’s clients would be able to access the bank’s entire range of
services effortlessly, at any time and in any place, regardless of what combinations of
teams lay behind individual solutions. In this regard, the ‘One firm’ approach focused
on an integrated client service model with world-class products and client-centered
advice. In doing so, it sought to facilitate cross-selling and the exchange of products
and distribution services between units in order to increase the ability to recognize
trends across client and business segments, serve clients better and ultimately create
new revenue opportunities. Thus, besides efforts to align common infrastructure (e.g.,
harmonize IT-platforms) in order to generate efficiency synergies, specific cross-
business collaboration initiatives were also launched to foster growth synergies across
the three businesses.”’

Cross-business Collaboration. Efforts to foster organic growth through cross-
business collaboration were initiated with the aim to create new revenue streams based

 document d-FC03
27 document d-FC04
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on a coordination of client relationships and with the development of new products
and services based on an intense knowledge exchange between the businesses. The
purpose of those initiatives and projects was to lead change but also to create networks
among teams that might otherwise not interact.

With regard to client relationships, collaboration advantages arose from the fact that
client approaches from different businesses were better coordinated than before. Be-
yond that, it paved the way for client referrals. In 2002, a global initiative was
launched to coordinate client relationships across businesses for the top 50 institu-
tional/corporate clients. Prior to that, FinanceCorp advisors for investment banking
and asset management might have been pitching new products to the client’s treasury
and business development departments, while another group within wealth manage-
ment was in contact with HR to sell a corporate employee financial services plat-
form.”® Thus, if there was a problem, an advisor spent a lot of time finding out who
else was involved in the client relationship and who was the right contact person to
resolve the issue. The first benefit of this initiative was then seen in coordinated calls
to the client to resolve confusion. The second was greater transparency and account-
ability of the client relationship to improve the service.

Beyond client relationship activities, collaboration efforts centered mostly on the de-
livery of the products and the expertise of the company’s investment banking and asset
management to its wealth management clients. Investment banking and asset man-
agement created specific products that helped to benefit from rising demand from
wealth management clients for structured products and alternative investments. Thus,
much of the trading in private accounts was funnelled through the stock trading system
of the investment banking.? It was believed that a merger of knowledge and expertise
could create products that did not exist elsewhere. To grow organically it was crucial
to manage the interfaces between the different businesses and enable them to come
together and create a completely new product that was not replicable. Continuous
Joint-product and market development was seen as an important engine for organic
growth. However, FinanceCorp acknowledged that it had not yet exploited the full
potential of synergies. Thus, to fully exploit these kinds of cross-business collabora-
tion synergies, incentives and leadership development were recognized by the corpo-
rate management as an important cornerstone for acceptance of the integrated vision
and for realizing it throughout the whole organization.*

% document d-FC04
¥ document d-FC04
3% document d-FC04
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Incentives. Realizing cross-business collaboration opportunities might entail changing
employee behaviour, including operating outside of one’s traditional area of expertise,
comfort zones and interests. Thus, between 2003 and 2005, FinanceCorp established a
common and aligned objective-setting and performance evaluation system in order to
support the implementation of the corporate strategy. All of FinanceCorp’s staff was
assessed according to a small set of core competencies (client focus, teamwork, pro-
fessional behavior and technical skills) central to supporting the corporate strategy.3 :
Further, the firm worked toward integrating a particular cross-business collaboration
competence:

“I am intensely involved in the topic of objective setting and evaluation. I think, for
around 3 years we have been using this system specifically to enhance the cross-
business collaboration, particularly between investment bank and wealth management.
On the one hand, through objective setting and on the other hand through 360 degree
evaluation. [...] And, one year ago, we adapted one competence to the specific compe-
tence of cross-business collaboration. That means it is not only teamwork now, but
teamwork and cross-business collaboration with the adaptation of the respective be-
havioral indicators. [...].” FC03

Moreover, FinanceCorp’s corporate human resources management worked on explicit
objectives in relation to cross business group collaboration. It showed that Fi-
nanceCorp had become serious about acting as one firm. Of the approximately 50 top
managers of the firm, all had a supplemental form of forced ranking around the four
performance areas: entrepreneurial leadership, ambassador effectiveness, impact on
group alignment, and role model for integrity and partnership. Further, fifty percent of
the bonus for each business head was based on the overall firm performance, and 50%
was determined by the performance of his or her own business.”> However, the CEO
believed that it would be counterproductive to determine the rewarding of collabora-
tive behaviors by using cross-business money flows tracked in an accounting system.
Instead, he believed that people should be expected to embrace these behaviors as part
of their internalized values. Consequently, the firm should reward people who display
these values through recognition, promotion and status, among other things. Accord-
ingly, he established a Chairman’s Award to be given every year in order to reward a
senior management team which had shown outstanding role model behaviour in living
the integrated business model. He made it his own management priority to drive the
alignment of the organization in a smooth way: “I’m an absolute nonbeliever in dra-
matic changes. All they usually do is upset the system.””* In line with this, a major

*! document d-FC04
32 document d-FC03
33 document d-FC03
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focus was put on leadership development to facilitate behavioral change in the whole
transformation process.

Leadership Development™. One of the most important challenges in moving the or-
ganization toward acting in an integrated way revolved around maintaining a diversity
of voices while at the same time creating harmony among them. In order to meet this
challenge, the CEO implemented a series of aligned leadership boards, events and pro-
grams. First, he broadened the top management team in 2002. Beyond the group ex-
ecutive board, he installed a strategic global management council (SGMC). A team of
the top 50 managers drawn from the company’s top management, with diverse per-
spectives and experienced in multiple lines of business, was given a crucial role in re-
alizing the FinanceCorp ‘One firm’ strategy and promoting the corporate culture. Fur-
ther, reporting directly to the CEO, a corporate and global leadership development
team was established in 2002 to support a shared understanding of the ‘One firm’
strategy and culture among the top management. The team prepared and provided an-
nual global senior leadership meetings (AGSL) for the chairman’s office, the group
executive board, the SGMC and the top global 600 leaders. These meetings were
aimed at mobilizing the strategy process across businesses, balancing top-down and
bottom-up elements, using as well some unconventional means, communication tech-
nologies and innovative open space and appreciative inquiry methods.

- GSLM 2002: In a first meeting in summer 2002, the vision and values of the
firm were discussed and reviewed in order to gain alignment and buy-in across
the executive board and the SGMC of the firm. Afterward, the members of the
global senior leadership meeting communicated the vision and values further to
the next level (around 1,000 mangers) via so-called “Identity-Workshops”.

- GSLM 2003: One year later, in 2003, the next senior leadership meeting was
organized, addressed to the top 600 global leaders. It was designed as a check-
up with regard to the implementation of the integrated business model and to
accelerate the strategic transformation toward an integrated firm focusing on
three core competencies: 1) fostering entrepreneurial leadership 2) leading a
client-focused firm; and 3) partnering for organic growth. Involvement consti-
tuted of SGMC members responding to requests for their opinion on the pro-
gress of the integrated business model via a survey prior to the meeting.

- GSLM 2004: The following meeting in 2004 focused on the future, crafting the
2010 agenda and conducting discussions on mobilizing the firm to further real-

3% Codenames are used to disguise existing names of events, programs and boards.
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ize the cross-business synergy potentials through talent mobility and continued
communication.

- GSLM 2005: The meeting in 2005 focused on teamwork and relationship build-
ing as central elements for realizing the firm’s vision to act as an integrated
firm. During an outdoor course, teams discovered that a collaborative attitude is
preferable to a competitive attitude.

Parallel to these meetings, leadership development programs and mentoring were pro-
vided to the top management audience in order to accelerate the firm’s strategy reali-
zation. Thus, the cornerstone of the corporate leadership development for the top 600
leaders encompassed as well the offering of Management and Leadership Experience
(MLE) programs, designed to address the firm-wide challenges. Managers in classes
of 25-35 attended the 3 1/2-day programs, which combined training, networking and
exposure to top management:35

- Program MLE I: The program was to support participants in gaining a better
understanding of the FinanceCorp organization and strategy, discuss cross-
business-related growth ideas and initiate activity between the businesses.

- Program MLE II: This program supported participants in analyzing and devel-
oping specific organizational settings and actions to strengthen the firm’s client-
focused capabilities across the businesses.

- Program MLE III: This program focused on the personal leadership capabilities
necessary to push forward the activities launched in the prior programs.

- Program ECLE: The Early Career Leadership Experience (ECLE) program was
designed for high potential employees on lower management levels across the
company in order to support the awareness of the group-wide strategy in earlier
phases of a management career.

At each event, members of the group executive board or the SGMC engaged in
speeches and discussion. Beyond contributing to a better understanding of the inte-
grated firm in order to identify growth potentials through cross-business collaboration,
these programs were also designed to create networks among people that might other-
wise not interact. Indeed, a member of this corporate leadership team recalled how a
better understanding did emerge over the years among the participants:

3> document d-FC07
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“If I look back to the years 2000 and 2001, it was common and usual for participants
to have the attitude ‘I will not sit beside anyone from the other business group’. And if
somebody from the other business group said something, the others more or less ig-
nored him. And then we realized how important it was to bring people together, that
they listen to each other, understand the issues, maybe find a common solution, have a
drink together in the evening and somehow spend some private time together, etc. And
after 2-3 years the whole thing shifted. The more you could connect to the other peo-
ple and expand your networks, the more valuable it became. In this sense, I recognized
that these programs really brought value. Even though it took 2-3 years, it was valu-
able.“ FCO1

However, it was realized that cross-business collaboration originated mostly among
the senior professionals in the firm, located in the respective businesses in the regions.
Thus, the program offering was later extended by a dedicated cross-business collabora-
tion program focusing on real cross-business collaboration business cases. Participant
groups were assembled by region in a way that reflected who they actually interacted
with in daily business life. Each program was sponsored by one top manager and ac-
tions elaborated during the program were tracked and reviewed afterward. This re-
sulted in a complementary program that went beyond formal management layers and
instead focused on senior professionals across all businesses:

- Program X-BLE: The Cross-business Collaboration Leadership Experience
program was launched to support cross-business collaboration cases among
senior professionals in the company, going beyond the target audience of for-
mal line managers. *

As this program had just been launched when the research for this dissertation was
conducted, evaluations were not available yet. However, a member of the corporate
leadership development team reported about why he thought this program was of
added value.

,[...] what I experienced during the training session was that it is valuable if people do
something together. That means that they have a common goal and need to work to-
gether to achieve it. And during the process they recognize that they need each other,
and only if they approach the problem together will they achieve the results the hope
for. And thus I heard comments like ‘Hey, we’ve never collaborated like that before.
That was fun. I have learned a lot and actually this is a valuable thing. And now that I
know you better, I would be interested to continue to collaborate in future.”” FC04

Parallel to the annual GSLM and the portfolio of leadership development programs, a
mentoring system among the top 600 managers was established in 2002 in order to
foster the relationships among the businesses. To deliver the integrated firm vision to

3¢ document d-FC06
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the employees implied a consistently applied ‘One firm’ recruitment strategy and ena-
bling mobility of talent. Thus, mobility of talent across all businesses was facilitated
in order to strengthen the leadership bench throughout the company and to enable suc-
cession planning. Indeed, it seemed that acting in an integrated way, including the op-
portunity for mobility across businesses, was perceived by employees and candidates
as a key differentiator to other employers:

,»Recently we were at a graduate recruitment event in K. and investment banking was
there too. [...]. The idea was how do we get across to the graduates that we are a good
company. [...] And in the feedback it was the strongest point ‘Great that there were
people from all of the businesses here’ and ‘great that we could feel that there is team
spirit beyond the businesses’ [...] And that is, of course, a great signal if you can make
it happen.” SFC06

,»And what is also a point that speaks for our company is the cross-divisional mobility.
So I can say I may someday go to wealth management. Who knows? The firm is
clearly saying we want to open doors across businesses. And I think that this would
lead many people to think a little longer before leaving such a company, just so they
can earn 10,000 more in base salary somewhere else.” ML-CBC24

Thus, tracking and fostering the mobility of senior management and employees across
businesses became a prominent HR metric and resulted indeed in higher ratios of
changes between the businesses even though in practice, compensation and cultural
differences complicated the mobility.*’

4.3 Research Site: SubFinanceCorp

The growth strategy of FinanceCorp required defending and building a further global
presence in Asia, America and Europe. Thus, in 2001, the group executive board ap-
proved the building-up of the European domestic markets, leveraging the company’s
existing market power by exploiting the complementary relationships between the
businesses. SubFinanceCorp, located in one of the European markets with a massive
market potential,”® soon became a target market of FinanceCorp. However, the finan-
cial results at that time showed a decline in revenues, resulting in a small profit margin
across all businesses.

Thus, in 2001, the group executive board of FinanceCorp, armed with its growth strat-
egy and the emerging entrepreneurial drive of the firm’s culture, decided to continue
the existing organic growth of SubFinanceCorp. It was decided to accelerate the
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3% According to market surveys in 2004, the wealth development in this European market was predicted to in-
crease by 9% each year (Spreiter 2006).
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growth path of SubFinanceCorp with selected acquisitions in order to strengthen its
market position, revenue enhancement and profitability. Consequently, a new CEO for
SubFinanceCorp was appointed in 2002 by FinanceCorp to drive the strategy imple-
mentation in order to lead SubFinanceCorp toward sound profitability. His great chal-
lenge was reaching the demanding goals for each of the businesses set by the group
executive board: asset management was to grow profitably as the preferred provider of
investment solutions. /nvestment banking was to become the leader in its market, with
a target market share of 8-10%, and Wealth Management was to become the wealth
manager of choice for investors in that European market, capturing 2-3% of the market
share. To achieve this growth, wealth management would need to grow its invested
asset by an annual compound growth rate of around 40% a year. Consequently, a sub-
stantial investment by FinanceCorp in the subsidiary was necessary to meet such ambi-
tious strategic goals.”

Company Profile. SubFinanceCorp, a 100% subsidiary of FinanceCorp, was located
in a European market and served the domestic clients of that market in its core busi-
nesses of wealth management, asset management and investment banking. In 2001,
SubFinanceCorp employed around 850 employees at seven offices spread over the
market and realized only a small net profit over all businesses. At that time the com-
pany’s position across all businesses was modest in the market, comparable with other
foreign competitors and significantly weaker than domestic players. By 2007, SubFi-
nanceCorp had grown substantially and nearly doubled the number of employees to
1,300 at 12 offices. Each of the businesses was acting profitably and recorded a dou-
ble-digit growth rate over the last several years.*

Core Businesses. As a subsidiary, SubFinanceCorp was acting in the same three core
businesses of wealth management, investment banking and asset management in its
market. The subsidiary provided mainly the same services these businesses provided
globally (please see 4.2.2) and was supported by several central functions.

In 2002, the 95-member employee asset management team at SubFinanceCorp had a
fairly good reputation in the market with regard to its offerings, the investment process
and its individual investment capabilities. The client franchise coverage across the pro-
fessional client base of pension, institutional clients, fund-of-fund manager and con-
sultants was fairly narrow. In the wholesale mutual fund arena, brand awareness was
rather low in the market and impaired the asset management’s ability to tap into the
bank-for-bank market. Starting from a small net loss in 2002, asset management was

% document d-SFC02
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able to improve its position and its revenues substantially until 2006 and celebrated a
record year in 2005.

In analogy to FinanceCorp, the investment banking business of SubFinanceCorp con-
sisted in 2001 of equities, fixed income, foreign exchange and risk management prod-
ucts and investment banking. The market position was strong in equities and accept-
able in other product categories. The business had a focused and targeted approach to
market opportunities and a clear priority on financial institution clients. Investment
banking had a narrow base of successful, strong corporate relationships allied with
only a few senior managers. However, in 2002, the investment banking business
showed an overall strong positive net profit. By that time, the investment bank em-
ployed about 200 employees and was among the top three in the market.

The wealth management business managed an invested asset base of EUR 5 billion in
2002, with an overall negative performance on asset under management due to the
stock market conditions at that time. Revenues were declining and direct costs were
rising, resulting in a net loss. The following years saw a substantial build-up of wealth
management. Through organic growth the invested assets were doubled, adding an-
other EUR 12 billion through complementary acquisitions, which resulted in a strong
revenue increase. "'

One of the most important ingredients for developing the three core businesses of
SubFinanceCorp was the implementation of the integrated business model and thus,
capitalizing from the respective cross-business synergies.

One Firm Strategy. As a subsidiary, SubFinanceCorp followed the same ‘One firm’
strategy as the entire firm (please see 4.2.2). Indeed, the impressive SubFinanceCorp’s
growth path from 2002 until 2007 was a result of a consistent alignment of the local
organization with FinanceCorp’s overall growth strategy and a consistent implementa-
tion of the integrated business model. It was crucial for the success of SubFinanceCorp
to deliver the ‘whole firm’ to the clients in its market by drawing on its affiliated re-
sources and capabilities. In 2003, the CEO of FinanceCorp declared SubFinanceCorp
to be an ideal role model for piloting the integrated business model as it was big
enough to both prove and scale the concept and small enough to cause no serious ef-
fects if it failed. In this regard, SubFinanceCorp was an ideal case to move a step
closer to realizing the full potential of the synergies of the ‘One firm’ strategy .

Thus, the CEO of SubFinanceCorp started an organizational transformation and inte-
gration process together with the senior managers of all its businesses to exploit sys-
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tematically the full potential of synergies across businesses in the market. Important
milestones in this process were the introduction of the single brand in 2003 (please see
4.2.2) and the legal merger of all businesses to one company that were formerly inde-
pendent and only loosely connected within a holding structure. In effect, SubFi-
nanceCorp managed to deliver on the promises and goals set by the group executive
board in 2002 by consistently implementing the integrated business model.

Achievements. In 2005, SubFinanceCorp reported a record year, ranking among the
top five in its market, and with that record came a substantial gain in recognition. In-
vested asset and revenues increased substantially. Investment banking was positioned
among the top three foreign players, asset management advanced from position 19 in
2003 to 10 in 2005, and wealth management doubled its invested asset base with the
integration of four selected smaller acquisitions. This resulted in SubFinanceCorp’s
becoming profitable in 2006, one year ahead of the planning. These achievements
were largely attributed to the consistent implementation of the ‘One firm’ strategy that
enabled the realization of efficiency synergies in aligning back-office functions and
infrastructure as well as growth synergies through systematic cross-business collabora-
tion. Consequently, the senior management of SubFinanceCorp was recognized exter-
nally by an important European trade journal and internally with the Chairman’s
Award (please see 4.2.2) at the GSLM 2006 for acting as a role model in partnering for
organic growth. Besides the active support of the top management of FinanceCorp, the
CEO of SubFinanceCorp also attributed the firm’s success to leadership and culture
development during the transformation phase between 2003 and 2005.* Thus, SubFi-
nanceCorp was selected for this dissertation as an ideal case to study how leadership
development impacts strategy realization in terms of enabling cross-business collabo-
ration of an MBF.

4.3.1 Cross-business Collaboration Activities

Fulfilling the promise of the integrated firm required increasing coordination and col-
laboration among the businesses. With the group executive board of FinanceCorp fos-
tering the integrated approach in all core regions in 2002/2003, the realization of cross-
business synergies was put on SubFinanceCorp’s strategic agenda. Thanks to its man-
ageable size and the large overlaps between private fortunes and company ownership
in the market, SubFinanceCorp was predestined to systematically exploit cross-
business synergies.

2 document d-SFC02
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With respect to realizing efficiency synergies, one important milestone was the deci-
sion to integrate all of the support functions of all three businesses, such as operations
and information technology, chief financial and chief risk officer, legal & compliance,
marketing & communication, human resources & education, etc. The teams were
merged and relocated in shared offices to new functions under one area of responsibil-
ity. Particularly important and challenging for the realization of an integrated approach
was the integration of the systems, specifically the accounting and reporting systems.
In effect, with these measures SubFinanceCorp harvested cost savings of EUR 2 mil-
lion on an annual basis*, improving substantially its cost income ratio to 80%.*

However, the focus of this dissertation includes growth synergies that create new reve-
nue streams for a company based on continuous operational horizontal cross-business
collaboration among all businesses. To create new revenue streams, different kinds of
cross-business collaboration were identified at SubFinanceCorp. The company’s initial
focus on cross-selling (2003-2004) was expanded over the years through systematic
client referral (2004-2006) activities and several distinctive initiatives from continu-
ous Joint product / market development (2006-2007). On the way to its becoming an
integrated firm, SubFinanceCorp transformed its organization from a vertical opti-
mizer to a horizontal optimizer (please see 2.1.3). This led to a general question con-
cerning the degree of integration that SubFinanceCorp should strive for in the future,
as indicated by two members of the senior management:

“I think we need to decide whether we really want to do it - and then it can be a differ-
entiator - or else whether we do not want to do it and go back to our silos and leave
each other alone. We can just abandon all our efforts and everybody can produce what
they want to sell.” SFC06

“I think it is necessary to clarify the whole thing. I recognize that we have different in-
terpretations of ‘integration’. Some understand it as ‘I refer you a client’ and others
understand it as ‘let’s bring together what has to come together’.” SFC10

In the transformation process to an integrated firm, the cross-business collaboration
activities identified played an important role. Thus, we will discuss the cross-business
collaboration types cross-selling, client referral, and Joint product / market develop-
ment in more detail, summarizing them and their differing characteristics in an over-
view at the end of this section.

Cross-selling Activities. Cross-selling among businesses consisted of product supply
activities leveraging the products and services of investment banking and asset man-

* document d-SFC02
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agement to wealth management clients. This type of collaboration implied that invest-
ment banking or asset management products and services were offered for a certain fee
through the wealth management client advisor to wealth management clients. In order
to guard against biased advice from the advisor to the client, a) offerings from several
providers (including external ones) were presented to the client, and b) the internal
product suppliers (investment banking and asset management) also had no privileged
access to information about the offerings from the other providers in order to undercut
the prices. Accordingly, cross-selling activities show characteristics of a buyer-
supplier relationship, as explained by one interviewee:

“And with regard to the products, we have a business model that builds on our [the cli-
ent advisors’] neutrality and thus we go into the markets and open competitive bid-
ding. Accordingly, we cannot allow a “last look” for investment banking in order to
enable them to correct their terms and conditions. Even though they would want us to
do that, we can’t. Sure, if they are offering a margin of 50 basis points and the com-
petitors offer 30, they would be willing to go down to 30, too. But this would put our
credibility in ‘jeopardy’ in the eyes of our clients. If we ran “beauty contests” but ac-
tually channeled the deal to our internal investment banking and, in the end, let them
correct their offering at the end. That would probably cost us our reputation [...] That
means we can consider products of our investment banking and we even can intensify
the collaboration. But the investment banking arm needs to accept that they don’t have
a monopoly and that we have the freedom to go externally.” [...] HL-CBC07

Consequently, this collaboration activity provided an additional internal sales channel
to leverage the capabilities of investment banking and asset management. Indeed,
SubFinanceCorp launched several sales management initiatives between 2003 and
2006 that strengthened cross-selling among the businesses. Leveraging the capabilities
of investment banking and asset management internally resulted in revenues of ap-
proximately EUR 600 - 700 million each year.*

The risks inherent in engaging in this kind of cross-business collaboration activity
were perceived as rather low and obstacles were seen mainly in identifying the right
person in the other business.

“I think we grew enormously and we somehow lacked an overview of our roles, of
what is included and what you have to do. [...] That may imply going forward, that an
employee can see which departments his overlaps with and who the contact persons
are [...]". LL-CBCl15

Some difficulties, however, arose when a tailored product from investment banking or
asset management meant inviting a colleague from the other business to join a client
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meeting. A wealth management advisor who has nurtured a relationship with a billion-
aire for 20 years has a lot at stake. Introducing an investment banker who does not
really meet the needs of a wealth management client can put stress on the relationship.

“If I take them with me and they start to sell their products there, I will get into trou-
ble. It doesn’t work. Thus, I need to tell my colleagues, ‘I am happy to take you with
me, but hold off. First, we have to discuss the needs of the client. And if it’s appropri-
ate, you can offer your product.”” HL-CBC17

Nevertheless, this risk was perceived as much higher in client referral situations, as
will be shown in the next section. There, the opposite difficulty appeared as well: If a
wealth manager lost money for a referred client of investment banking, it would cost
investment banking the relationship.

Client Referral Activities. Client referral activities among businesses meant referring
an existing client to another business in order to provide additional services to expand
the relationship and bind the client to the firm. These opportunities arose, e.g., when a
company owner planned to sell his company with the help of the investment bank,
which was to produce liquidity to invest. In this case, a referral to wealth management
entailed the potential to expand the existing investment banking relationship with a
wealth management relationship in order to invest the client’s liquidized private assets
with the help of wealth management. In this context, investment banking’s high-level
corporate contacts to CEOs, entrepreneurs and private equity principals were particu-
larly significant for the wealth management business.

However, because of the large overlap between private wealth and company owner-
ship, the case could also be reversed. A billionaire who already had a relationship with
a client advisor in wealth management involving his plans to sell his company is look-
ing for advice. In this case, wealth management would introduce the client to invest-
ment banking for a potential M&A deal. Exemplified by collaboration between in-
vestment banking and wealth management, the opportunities for client referral arose as
well between asset management and investment banking and institutional wealth man-
agement. However, a personal benefit and outcome of this type of collaboration was
rather rare and required a considerable investment upfront (‘give’) in the form of ad-
dresses, contacts, and knowledge exchange, etc. without the certainty of a return on
that investment (‘take’). However, according to highly experienced middle managers,
this upfront investment seemed to pay off after a certain time.
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“It’s not the case that you understand each other at the outset. [...] But if you have ex-
changed enough based on technical issues and if you have unselfishly passed some
ideas on, at some point in time somebody will come back to you and say ‘You recently
sent me something. Now I have something for you. Can we combine this?’ [...]* HL-
CBCO06

“You need to get along with each other. If you dislike somebody, you won’t be able to
do business with him on a sustainable basis. But you also need to be a bit easy going
and generous. If you ‘give’ a bit more from your side, you will receive as well.” HL-
CBCO03

Although these opportunities were rare, whenever realized, they resulted in a substan-
tial increase in net new money and a newly generated revenue stream. In effect, Sub-
FinanceCorp implemented a systematic and coordinated approach to client referrals
from 2004 to 2007. That approach resulted in a substantial increase in the number of
client referrals between investment bank and wealth management, generating46 about
EUR 200-500 million net new money inflows on an annual basis.*’

Obstacles to be overcome in this type of cross-business collaboration involved a) #rust-
ing that the person would not create stress in the client-relationship, and b) that at
some point in time it would lead to one own’s benefit by a comparable referral from
the other side.

“Because I have a good connection to a CEO, I once referred a contact to wealth man-
agement, because he had said he was thinking about investing his private assets. [...]
And the contact in wealth management came from a colleague I know. He recom-
mended a person who was very senior, which was important to me, because it was a
contact to a CEO of a firm which I established over the last 7 years. And you can de-
stroy the relationship it pretty quickly. You cannot afford one mistake, particularly if it
is about private assets. And to be honest, I thought it over for a long time. Should I
make referrals at all? [...] and if my colleague hadn’t recommended me that per-
son.... I would never have referred him to somebody totally unknown [...]” LL-
CBC25

“I think, in the end, it has to be right for both. And one time, the one person will bene-
fit more, and another time, the other will. But it has to be fair.” HL-CBC03

Thus, compared to the risks perceived in cross-selling settings, both parties seemed to
be much more reluctant toward client referrals in order to avoid adding an element of
stress to a trustful client relationship they had established over a long period of time.
On the other hand, they realized that continuous exchange is valuable for generating
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new business and that opportunities can be missed if such an exchange in business
contacts is not established.

,,We did indeed have a case where a company wanted to go public and they called us
on the phone, and we went there to make a pitch. We didn’t’ get the deal because we
didn’t know the company very well, or rather, not at all. We only recognized after-
wards that wealth management had already been there a couple of times and that a
contact already existed. [...] And if we had known that beforehand, we would have
been probably in a better position. [...]“ LL-CBC13

Joint Product / Market Development Activities. The idea behind Joint product /
market development was to leverage market and client segment knowledge across
businesses in order to coordinate client approach and coverage as well as to develop
new products. This implied that there was not yet a concrete actual business opportu-
nity (e.g., such as a client request for a structured product), but the idea to develop fu-
ture business and market potential based on a continuous knowledge exchange and
coordination. This kind of cross-business collaboration was the most uncertain and
‘foggy’ one in terms of short-term benefit and required a long-term approach. Thus, it
is not surprising that SubFinanceCorp has only recently begun to focus on such pro-
jects and initiatives. For instance, wealth management and global asset management
engaged in developing fund solutions together and investment banking and wealth
management created new products together. Further, a dedicated initiative to coordi-
nate the approach to banks and insurance companies in the market was created, a joint
sales desk between investment banking and the financial intermediaries business of
wealth management was established, and there was a decision to set up a joint coordi-
nator of client referrals between wealth management and investment banking. How-
ever, winning active acceptance for these continuous knowledge exchanges in the form
of regular meetings, job-rotation, and joint off-sites was a rather difficult and long
process.

“Another topic is regular exchange. For example, we organize orientation programs or
the people who join us. In the meantime, there is a fixed time slot that is used by asset
management to present their business. It is interesting to see the evolution over time.
[...] At the first event, they sent two people out of the 3rd management level of their
business. In the meanwhile they come with 4 people from the first management layer.
You feel that the awareness rose to look for collaboration and that they have an inter-
est to present themselves. And this is recognition for us and for the people there.” ML-
CBCI12

Difficulties arose as well because of the unclear benefit of such measures. As everyone
was usually under great pressure to perform in their very specialized area, they tended
to devote all of their time to that particular area, rather than engaging unselfishly in
cross-business collaboration.
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“I think what the company should do is to give people more incentives. Because this is
an add-on. We all are under a lot of stress to deliver good figures [...]. And cross-
collaboration is something that might suffer pretty quickly because it is not the core
task in our daily business. [...] But if they made clear what you will get if you make
referrals - it doesn’t need to be money; it could be any kind of recognition. Just so you
know that someone recognizes that you have set up a relationship which is running
well.” ML-CBC24

To measure the success of such in-depth long-term engagement in knowledge ex-
change among the businesses seems to be generally difficult as efforts might result in
either cross-selling or client referrals afterward. Particularly in SubFinanceCorp, the
shift of the focus to such long-term projects to deepen collaboration systematically was
only in its initial phases. However, even though the few initiatives seemed to be in
their infancy, the success of the cross-selling activities reported above might also be
related to the capability of joint product development.

Overall, the three types of cross-business collaboration identified in SubFinanceCorp
seemed to differ particularly with regard to their goals, their duration, their complexity
and also in terms of the uncertainties and risks perceived by the parties involved. The
following table provides an overview of these identified characteristics and will serve
as the basis for the in-depth analysis of the required social capital in chapter 5:
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potential

Nature of
collaboration

Examples

Temporal
duration of
collaboration

Motivation for
collaboration

Uncertainty

Perceived risks

Business goals
and resources

Intensity of
cross-business
Collaboration

Situational, one-time
collaboration

Product/services supply,
joint client meetings,
product calls/events

Short-term

Own benefit

,.strong™ situation;
outcome certain;

based on actual business
need; collaboration is
governed by market-terms
economic calculation

low risk taking;

Risk that client refuse in-
house product and chooses
other product

Perceived cooperative
interdependence;
Complementary goals;
complementary resources

weak
Conditional, situational
one time-interaction

bonding growth

Reciprocal episodic
collaboration

exchange on single
prospects, acquisition-
meetings,

joint pitches, referrals etc.

Short- to midterm

Mutual benefit

,,weak® situation;
outcome less certain;
based on actual business
potential;

collaboration is governed
by interpersonal
relationship

Medium to high risk
taking;

Risk that existing client
relationship will be
violated

Perceived cooperative-
competitive
interdependence;
Complementary-similar
goals; competitive
resources

semi-strong
Unconditional, situational
but reciprocal interaction

Sustained on-going
indefinite collaboration

Continuous knowledge
sharing activities, Job-

rotation, cross-business
offsites, etc.

Long-term

Collective benefit

,.uncertain® situation;
outcome very uncertain;
based on future business
potential;

collaboration is
governed by
institutionalized
relationships

High risk taking;
Risk that investment will
not create benefit for all

Perceived competitive
interdependence;
Similar goals; similar
resources

strong

Unconditional, repeated
and sustained interaction
over indefinite period of
time

Table 4-2: Overview Characteristics of Cross-business Collaboration Activities (Source: au-

thor)
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4.3.2 Management Support

Several decisions and initiatives on management level were pursued from 2003 until
2006 in order to boost the cross-business collaboration. The organization was system-
atically aligned with regard to structure, management meetings, communication, and

culture.

Structure. In terms of structure, one of the most important steps was to dissolve the
holding structure and to merge all three legally independent businesses into one legal
entity. In line with this legal merger, the support functions of all three businesses were
integrated under one CFO and one COO. According to the design of the newly formed
company, the board of directors of SubFinanceCorp was realigned to create a leaner,
responsive and market-focused management committee representing the CEOs of all
three businesses as well as the CFO and COO. The following figure summarizes the
organizational design and functions represented in the board of directors at SubFi-
nanceCorp.

Wealth Management Business Investment Bank Businesss Asset Management Business

Chief Financial Officer (CFO)
Chief Operating Officer (COO)

Figure 4-1: Organizational Design of SubFinanceCorp (Source: author based on document
d-SFC02)

As wealth management was the largest business with the most important growth po-
tential in the market, the head of wealth management was also assigned as CEO of
SubFinanceCorp.

Management Meetings. While the holding structure forced the management teams
from the three businesses to meet on a periodic basis, but, apart these meetings, con-
tact was sporadic and superficial. Thus, regular cross-business management meetings
were held from 2003 onward. On a monthly basis, representatives of all businesses
met at SubFinanceCorp’s headquarters. As a complementary measure, quarterly cross-
business coordination meetings were held on a regional level. Moreover, bi-lateral or
tri-lateral client coordination meetings were held upon ad-hoc request.”* These meet-

* document d-SFC02
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ings helped to create a better mutual understanding of the businesses and a harmonious
team approach. In effect, strategic issues and operational problems could now be re-
solved quickly and in an amicable atmosphere. However, the management team real-
ized that to exploit the full potential of cross-business synergies, the meetings had to
go beyond the management level and involve the respective mid-level and operating
layers. Thus, cross-business collaboration dinners and respective working groups per
industry sectors were initiated during the following years.

Communication. From the beginning, the management captured the central role of
communication to transform the organization into an integrated firm. The introduction
of the single brand (please see 4.2.2) common advertisement and marketing substan-
tially improved SubFinanceCorp’s recognition among its target audience in the mar-
ket. Joint coverage by media relations resulted in a consistent market presence, ensur-
ing that the company spoke with one voice and consistent messages to the public. In-
ternally, the integration of the intranet-pages of all businesses and the establishment of
a common management newsletter improved the awareness of each business and mu-
tual understanding among the businesses. In this way, information regarding the dif-
ferent businesses and best-practice cases of cross-business collaboration were distrib-
uted.

Culture. The management team was consciously aware that for overall acceptance and
support for the ‘One firm” approach, cultural differences had to be taken into account.
According to their different businesses, employees employed different client ap-
proaches and working styles that needed to be considered.

“The interesting thing and what is the most fun is, in the end, the different working
styles. How you approach tasks, how projects are steered. In investment banking, it’s a
bit more pragmatic. It proceeds faster and decisions are taken faster; maybe sometimes
you recognize in retrospect that you shouldn’t have done that particular thing. But
wealth management is the other extreme, with committees and projects. They process
totally differently and it is at heart a totally different culture. But this is exactly what
makes it interesting -- you can learn a lot from each other.” HL-CBC23

“Within the collaboration you always have obstacles to overcome. As a rule these are
mostly process- or culture-related. [...]We are much more ‘down-hill’, whereas wealth
management is rather ‘slalom’. We go much faster and are target-oriented, while
wealth management worries much more about being exposed because of its reputation,
so they have a greater need to consider the what-ifs and buts.” ML-CBC25

To strengthen a common identity and collaborative culture, people at the headquarters
were re-assigned to shared offices so that they could see each other more spontane-
ously and could cooperate more effectively on projects. For instance, wealth manage-
ment product employees were moved near to the trading floor where they sat among
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investment banking product employees. Thus, wealth management client advisors
started showing the trading floor to clients.*” Communication became faster, and col-
laboration on a daily basis was intensified. However, asking about whether people
identified more strongly with their business or with the whole company, informants
believed that there was still a lot of work to do to evolve the ‘One firm’ mindset.

“I think people identify more with their business. But our company is as well quite
young. [...] And because of the functional organization, I think the identification is
more business-specific. In some cases, it may even be department-specific. So I think,
with regard to a SubFinanceCorp identity — we are not there yet.” SFC05

Thus, one key to initiating a behavioral change and to overcoming a silo-based mental-
ity was seen in the joint tracking and rewarding of cross-business collaboration. Ac-
cordingly, existing service level agreements between the businesses (SLA) were
aligned and made more public so that the revenue-sharing opportunities were well un-
derstood. It was important that employees became indifferent to where revenues were
booked and thus would focus on maximizing value for the whole firm and not only for
the own business. Consequently, efforts were mobilized to introduce aligned explicit
cross-business collaboration targets such as, e.g., an investment banking relationship
manager had to make at least five potential client introductions to asset management
for pension fund solutions.*® In practice, however, these targets seemed to need further
elaboration, as described by one interviewee:

“In the meantime, we have a referral process via an excel-sheet that is filled up by
both sides. But investment banking thinks that it’s considered a referral if they hand in
an address or contact to wealth management. But that’s not what referral is meant to
be. I have enough addresses myself that I can go after. But it’s often the case that a po-
tential contact doesn’t really notice or respond to me, which happened just lately. That
means I received an address from investment banking and I tried to contact the person
3-4 times but couldn’t get past his assistant. So, the address as such does not help me
much. He has to at least introduce me and tell the person that I will call him and that I
am a good guy, etc. Otherwise it is not a referral.” HL-CBC07

Further, the 360 degree performance review was extended with partners from outside
their own business and a specific bonus pool allocation in order to reward those execu-
tives who promoted and delivered the ‘One firm’ in an outstanding way to the clients.
In relation to this pool, a Cross-divisional Award was given out every year in recogni-
tion of an outstanding cross-business collaboration performance. With these measures
the management intended to link individual compensation increasingly to the
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achievements of the ‘One firm’ mentality rather than to one business performance in
isolation. Consequently, it was a clear sign that the push to foster cross-business col-
laboration activity was real and that time invested in this pursuit would not be penal-
ized. However, the most important task of the management team was to lead by exam-
ple in order to help everyone to act as an “ambassador” delivering the ‘One firm’ to
the client.

.1 think being role model is particularly important. If they [the management] request
us to collaborate but each of them only acts in his own interest, you will notice it in the
way they act, for example, at the town hall meetings. You will recognize whether the
management is standing together on stage and talking to each other. So, I think leading
by example is really needed. And I think that this has improved substantially. At the
beginning, words didn’t fit very well to actions. But today you have the impression
that they are acting as a team.” SFC04:2

However, at the same time it was acknowledged that the development of a spirit of an
integrated firm depends on the actors involved.

“Only over time can people only think in an integrated way. In the past, people
thought, ‘they want to take business away from me’. And only over time can you learn
that they are not taking away business but creating business with you and can help
you. To establish the necessary trust requires time. [...] You can foster this as a mem-
ber of the management but in the end, the people involved need to actually see the
evidence” SFC04:2

In this context, success was, to a large extent, attributed to entrepreneurial spirit,
commitment and leadership, mobilized beyond the management throughout the whole
organization. In this respect, leadership development practices enjoyed the manage-
ment’s attention from the beginning.

4.3.3 Leadership Development

As noted above, leadership development for the 600 top managers of FinanceCorp was
provided by a central team (please see 4.2.2). For the other management levels, leader-
ship development was the responsibility of each business. Thus, most of the managers
at SubFinanceCorp participated in the leadership development programs of their own
business, usually offered in their headquarters outside of SubFinanceCorp. However,
the senior management at SubFinanceCorp realized from the beginning that to create a
growth and cross-collaboration culture, a common leadership spirit among the man-
agement team would be crucial. Thus, they decided (1) in favour of a management and
leadership initiative (called “We, SubFinanceCorp”)’' comprising a series of three

3! document d-SFC11
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senior leadership meetings in 2003 — 2005 which were based on the model of Fi-
nanceCorp’s annual AGSL meetings (please see 4.2.2). They served as vehicles to
mobilize a shared understanding about strategy, goals and opportunities, to build the
necessary trust, and to develop the necessary collaborative team spirit. In parallel, they
decided to promote (2) leadership development practices with a dedicated cross-
business focus in SubFinanceCorp. Both will be discussed in more detail below.

(1) Management & Leadership Initiative “We, SubFinanceCorp”. Starting with
the senior management team in 2004, a series of senior leadership off-site meetings
were held involving step-by-step the broader middle management, including the 2™
and 3™ management level of SubFinanceCorp. The overarching goal was to develop a
common identity and collaborative performance culture to meet SubFinanceCorp’s
very ambitious growth targets. The design of the off-site series considered a develop-
ment in a path-dependent manner in order to enable the necessary acceptance, support
and involvement of all management levels. Thus, the development stages ‘understand-
ing’, ‘acceptance’ and ‘commitment’ functioned as the underlying design criteria and
development goals of the initiative.

Collaborative
Understanding Acceptance Commitment Peformance

Culture

Figure 4-2: Design Criteria for Leadership Initiative “We, SubFinanceCorp”
(Source: author based on document d-SFC11)

With respect to the goal of a common collaborative performance culture with mutual
respect and support, it was believed that each stage was a necessary condition to de-
velop the next stage and that this should take place on each management level. Ac-
cordingly, one of the most crucial factors for the success of the initiative was enabling
involvement in these stages on each management level down to each individual em-
ployee.

During the first off-site meeting involving the senior management team, a review of
the businesses was shared in order to foster a mutual understanding. Further, a com-
mon vision and the success factors of collaboration were discussed and defined. In a
second step and off-site, the senior management team shared their insights with the
next management layer and asked participants to review their vision and values as well
as the business priorities. Finally, the third layer was involved in the subsequent off-
site meeting by sharing the insights of the first two meetings and again asking for a
review of their ideas, which resulted in a common and aligned version of vision values
and collaboration priorities. This initiative was further accompanied by other comple-
mentary communication activities, such as a corporate profile brochure describing
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SubFinanceCorp to new and existing employees and a web-based training program to
create awareness of SubFinanceCorp’s embedding in FinanceCorp. The whole initia-
tive was deemed a great success with respect to creating a common entrepreneurial
and ‘One firm’ mindset and resulted in several team-based initiatives fostering col-
laboration. Some of the interviewees still mentioned the series of off-site meetings as a
hallmark for the growth path of SubFinanceCorp and wanted a repeat of such an ap-
proach.

“I think the leadership development platforms can play a very strong role in support-
ing it [cross-business collaboration]. Through what we already had, when we did these
off-sites in W. and M, you could do that as well on your own team-level.” HL-CBC03

On the other hand, however, others had concerns about producing an overkill effect in
off-site meetings and thus voted for a more refined and unbureaucratic way to inte-
grate it into existing platforms.

“You need to watch that you don’t overdo it with meetings. We tend in our organiza-
tion to have a very extensive meeting culture. And the question is whether you can in-
tegrate the cross-business collaboration aspect without establishing new meeting mara-
thons. I think the limit on the number of events has already been reached [...] There-
fore, I think you could easily integrate it into existing leadership development plat-
forms.” ML-CBC12

The initiative was paralleled with the establishment of locally offered leadership de-
velopment practices for SubFinanceCorp’s middle managers (2" and 3™ management
level).

(2) Leadership Development Practices with Cross-business Focus. In 2003, a local
education & development department was established in order to realign existing train-
ing program opportunities for the growth strategy and to establish a local training pro-
gram for SubFinanceCorp. Starting in 2003, most efforts focused on developing a sales
training architecture and scaling up the onboarding program for the new employees
hired. Training was used systematically as a platform to support a common and
aligned understanding of the vision and values. This was particularly important as the
steady organic growth path of the organizations implied extensive hiring of client ad-
visors from competitors. In order to create an aligned client-focused approach towards
the clients, common onboarding and sales training programs proved to be a very im-
portant strategic method. Having such programs in place was particularly relevant
when the organization pursued four acquisitions in a row between 2004-2005 as a
means to accelerate the growth path. Consequently, most of the onboarding as well as
some of the sales training programs were provided to all three businesses.
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In 2004, the focus shifted to providing more leadership development measures de-
signed to enable individual leadership skills on the one hand and to be used as a plat-
form to drive a common leadership culture on the other hand. Several leadership de-
velopment practices were established with an explicit cross-business focus in order to
support the development of a common collaborative leadership culture in a sustainable
way. Leadership development practices with a dedicated cross-business focus meant
that a) the practice was addressed to participants from all three business groups, such
as, e.g., leadership training, which led to the opportunity to engage in cross-business
contacts during breaks and evening sessions. Further, a cross-business focus entailed
b) improving cross-business relationships, e.g., through a 360 degree feedback evalua-
tion in which the other businesses were considered as evaluators. Finally, a cross-
business focus also c¢) manifested itself as content, discussing in particular cross-
business collaboration and the firm’s strategy, e.g., during networking events. Accord-
ingly, the following practices were mostly organized with a cross-business focus at
SubFinanceCorp.

- 360 degree Feedback: As mentioned above, performance reviews were ex-
panded with evaluators from other businesses. This offered potential business
partners a real opportunity to express an opinion about the level and quality of
collaboration and vice versa.

- Mentoring: A cross-business mentoring program was established on a yearly
basis. Different from the corporate programs, employees who were interested
could apply for the program. They were assigned to a manager from another
business and were invited for a kick-off meeting with all of the mentor-mentee
pairs. In the kick-off meeting they were able to meet for the first time and were
introduced to the mentorship success factors.

- Coaching: Based on a large corporate coaching initiative in 2003, most of the
superiors were introduced to coaching methods and were asked to coach their
employees. However, most of this coaching centered on the sales performance
of the employees and thus cannot necessarily be compared with regular one-to-
one coaching (please see 2.3.3).

“We are doing coaching on a permanent basis. But the concept is used quite differ-
ently. I only experienced ‘real’ coaching in a seminar. And daily coaching equals sales
coaching, which asks ‘how can we increase our acquisition efforts?’” LL-CBC14

Coaching was offered together with a 360 degree survey to all management lay-
ers as part of the management & leadership initiative. Moreover, each manager
was free to decide and use his own budget for investing in individual coaching.
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In this case, the education & development department provided names of highly
qualified internal as well as external coaches and assisted in contracting.

- Job assignments: Search for long-term job assignments was generally the re-
sponsibility of each employee. However, through the yearly review of talent
pools and through the mentoring programs, mobility across businesses was in-
creased. Thus, some of the respondents found an opportunity for a new job in
the other business through their mentor. For the graduate program, a short-term
job assignment in terms of job rotation between the businesses was very well
received by both sides, the candidates as well as the receiving department.

“We had [...] two trainees who did an internship in our team and now they are back to
wealth management. So, you have an increased exchange. And this is not only helpful
for the individual person but for the whole department.” HL-CBC18

Most of the respondents supported the idea of increasing job rotation between
the businesses, also in later phases of their careers. Moreover, they called for
more systematic support in finding appropriate job assignments and overall ca-
reer planning.

- Leadership Training: Leadership training with a focus on creating coaching
skills, increasing team performance, project-management and managerial effec-
tiveness were established, and registration was open to all businesses. The
cross-business approach was very well received.

“There was a seminar in F about leading a team. I really valued it because there were
colleagues [from the other business] who had already taken part in it. And the most
important insight was that there is an incredible body of knowledge in such a diverse
group, and if you find somebody who is willing to share his knowledge, you can really
benefit.” ML-CBC30

- Action Learning: In order to retain and develop the succeeding management
generation, two talent development programs were set up and piloted in 2004.
One focused on developing wealth management client advisors coming from a
different background, and the other explored the management & leadership
skills necessary for (potentially) taking on a role later in one’s career. The latter
was designed as an action learning program with a duration of 1-1 1/2 years.
Participants engaged in a real business project with cross-functional focus.
They had to initiate, develop and obtain approval for the project from the senior
management. In parallel, they participated in leadership training, were assigned
to a cross-business mentor, received 360 degree feedback and group coaching
to reflect on their experiences during the project phases. The program was well
received and most of the participants of the pilot have, in the meantime, taken
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on a leadership position within FinanceCorp. Particularly the direct and real
leadership experience and the formation of a collective team spirit have been
mentioned as making this program very effective for the participants.

,,The project was finished and the program as well. — but, actually we didn’t want to
stop. As a group we had closed ranks and we couldn’t at that time imagine leaving —
[...]- We decided to go for two more workshops, at which we had a similar experi-

ence: the same familiar, trustful and honest atmosphere that we had established in our
55 52

group”.

Networks/Off-sites: Valuing diversity was acknowledged to be a key ingredi-
ent for the success of the ‘One firm’ approach. Consequently, several regional
diversity boards across all businesses were put in place at FinanceCorp. In Sub-
FinanceCorp, this board enabled the establishment of a Women’s Business
Network, consisting of a committee representing all businesses. An annual
Women’s Business Conference was installed, driving knowledge exchange and
discussions on future business trends. At the same time, information events
were organized where different units of different businesses presented what
they do and provided, as one of the former committee members comments:

“We try to support this with our Info Events. And it works out pretty well. You have
somebody from each business on a regular basis who presents what they do or you
have discussions on actual trends. And you reach exactly those people who are inter-
ested in it because it is optional and you come only if you want.” SFC08

Starting as rather small and informal events, they soon became established as an
important exchange platform among employees of different businesses and thus
enabled a mutual understanding of the businesses. Besides this network ap-
proach, teams in each business were encouraged to organize their own off-site
activities to live the entrepreneurial spirit and involvement approach of the
management & leadership initiative within their own environment. More fre-
quent invitations to managers and employees of other businesses made possible
discussions about collaboration potential.

4.4 Cross-collaborating Middle Managers

To understand in more detail the role of leadership development experiences in cross-
collaboration settings, we studied thirty middle managers at SubFinanceCorp. We ana-

lyzed their cross-business collaboration activities, their social capital and their leader-

ship development experiences based on interviews and a survey we conducted (please

see chapter 3). Beginning with the presentation of the general sample characteristics

32 document d-SFC10
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among the thirty middle managers (4.4.1), the performance of the investigated middle
managers of SubFinanceCorp is evaluated and they are clustered into three groups ac-
cording to their performance and experience level (low-level, moderate-level, high-
level) (4.4.3). Findings with regard to each group’s cross-business collaboration activi-
ties (4.4.4), their social capital (4.4.5) and their leadership development experiences
(4.4.5) are provided. Each section begins with an overview summarizing most of the
important ﬁndings53 and describes them per group. These subchapters represent our
within-case analysis, which provides the foundation for the in-depth comparative
cross-case analysis and the analytical generalization in the following chapter.

4.4.1 Sample Characteristics

Table 4-3 summarizes the general sample characteristics among the thirty middle
managers investigated at SubFinanceCorp.

Sample Characteristics (Tendencies)

Businesses Wealth Management (14); Investment Banking (11); Asset Management (5)
Sales force units

Indicated Cross-selling (16); Client referral (9); Joint Product and Market Development (5)
Cross-business

collaboration

experience

Tenure Most of them > 5 years

Tenure in between 3 — 5 and > 5 years

function

Leader Half of group leader responsibility of 1-3 people; Half of group leader responsibility
Responsibility of 1-3 people - > 3 people

Management Director (11); Executive Director (19)

Level

Table 4-3: Key Tendencies in Sample of Middle Managers (Source: author)

As intended, the sample consisted of middle managers from all three businesses at
SubFinanceCorp. The distribution approximately reflects the real distribution of em-
ployees in these businesses: wealth management with about 1,000, investment banking
with about 200, and asset management with about 100 employees (please see 4.3). All
of them were located in the sales force units of the businesses and thus had direct cli-

33 For reasons of clarity we provide details with regard to the underlying data analysis in the appendix.
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ent contact. Accordingly, they all had the opportunity to engage in all of the identified
types of cross-business collaboration. Considering the pure number of cross-business
collaboration experiences reported during the interviews, it appeared that cross-selling
was the predominant form of cross-business collaboration in which most of the middle
managers studied had experience, followed by client referral and joint product / market
development activities. This seems to be in line with the overall organizational devel-
opment process at SubFinanceCorp, which revealed that, indeed, cross-selling was the
first cross-business collaboration activity pursued at SubFinanceCorp, followed by a
shift in focus toward client referrals and complemented only recently with a focus on
joint product / market development (please see 4.3.1). Further, most of the middle
managers had been with the company for more than 5 years, and generally between 3
and 5 years in their function. As intended and defined (please see 3.4.3), the interview-
ees had the rank of Director/Executive Director, which represents the 2™ and 3™ man-
agement level at SubFinanceCorp. Half of them had a substantial degree of leadership
responsibility, while the other half seemed to act more as senior professionals in their
business without a formal leadership role. This corresponds to our definition of middle
managers (please see 3.4.3) and our broader understanding that leadership is not nec-
essarily bound to a formal managerial role (please see 2.2.2).

4.4.2 Collaboration Performance

In order to learn about the role of leadership development experiences in cross-
business collaboration, the multiple case study set-up (please see chapter 3) was de-
signed to derive insights from a comparison of middle managers with high perform-
ance with middle managers with lower performance levels. Performance was meas-
ured with a subjective measure (declaration of financial performance increase in sur-
vey questionnaire). In order to validate this performance measure, we compared it with
the objective performance measure (received the Cross-business Award) and found a
high tendency toward congruence, which means that we counted more rewards among
the middle managers with high financial performance than in the group with lower
performance levels (details please see appendix).”* However, a performance increase
that was indicated might have resulted from a one-time ‘lucky’ sales pitch.

Comparing the level of experience with the indicated performance increase showed the
tendency for higher performance to indeed be associated with higher levels of experi-
ence in cross-business collaboration (details please see appendix). That suggests that a

% Cramer’s V = .67 might corroborate this association. However, as the sampling was a theoretical and not se-
lected according to statistical criteria (please see chapter 3), we are cautious about any kind of relationship
measures and abstain from any testing for significance.
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performance increase does not result from a lucky deal but seems rather to be the re-
sult of a dedicated continuous effort. Interestingly, the tenure as such seemed not to be
sufficient for explaining performance differences.”® Thus, the experience-level can be
seen as a contingent behavioral antecedent of the cross-business performance increase.
Consequently, we clustered the middle managers investigated for further analysis into
groups based on their differing /evels of experience. In order to be able to elaborate in-
depth on differences in social capital and leadership development experiences among
these middle managers, clustering them into three equal groups (please see 3.5.1)
proved to be beneficial. In the following sections, we label the groups accordingly
with low-level, moderate-level and high-level cross-business collaboration engage-
ment.>® These sections discuss the cross-business collaboration activities, the social
capital and the leadership development experiences for each of the three groups of
managers.

4.4.3 Collaboration Activities

Table 4-4 summarizes the key findings among the three different groups of middle
managers with regard to their cross-business collaboration activities (for details please
see appendix) and will be presented in more detail in the following paragraphs:

3% Other potential rival explanations that might have influenced the performance increase were explored, but they
provided no specific indications: such as tenure (Spearman’s correlation coefficient .01) and tenure in function
(Spearman’s correlation coefficient -0.25). However, as already indicated above, we are cautious about any
kind of relationship analysis as they assume a statistical sampling of a certain size and composition to be mea-
ningful. As our sampling was theoretically driven and not for hypothesis testing, the indicated coefficients can
only serve as a further exploration of the tendency we identified.

> The notion ‘engagement’ is meant to account for the association between performance and experience.
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Low-level Moderate-level High-level
Engagement Engagement Engagement
(n=11) (n=9) (n=10)
Experience Low Moderate High
(mean 2.27) (mean 4.44) (mean 6.9)
Relevance Fairly High High
(mean 4.88) (mean 6.89) (mean 6.60)
Cross- Small scope Moderate scope Broad scope
business (experiences mostly (experiences mostly (experiences
collaboration in 1 type) in 2 types) mostly in 3
activities types)
Motives / Increase in own Increase in benefit Increase in
Attitude benefit for both benefit for
(What is in for (What is in for us?) company
me?) (What is in it
for the
company?)
Approach Reactive Active Proactive
Concrete Concrete Searching for
opportunity opportunity business
potential

Table 4-4: Findings of Middle Managers’ Cross-business Collaboration Activities
(Source: author)

(1) Group of middle managers with low-level engagement. This group of middle
managers indicated a rather low degree of cross-business collaboration experience
overall (mean 2.27). However, they expressed agreement on the relevance of cross-
business collaboration for the future survival and success of SubFinanceCorp (mean
4.88). Interestingly, despite the feeling that cross-business collaboration is of a fairly
high priority, this conviction is apparently not mirrored in their level of cross-business
collaboration engagement. Considering the variance in experiences indicated during
the interviews, it becomes obvious that the scope of their experience is rather small,
being limited to cross-selling and some experience in client referral. With regard to
their motives and attitudes, it seems that cross-business collaboration is mostly moti-
vated when the benefit is obvious for the individual.

“To state it in a very basic manner: Why do I collaborate with somebody? Because, |
expect to have an added value from the collaboration. That is what motivates me. If I
can say that I got something out of it “ LL- CBC04

Further, it seems that their approach to cross-business collaboration is rather reactive
in nature: only if someone from the other business approaches them or when a client
request makes it necessary for them to involve the other business.
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“Normally [I approach the other business] because of business requirements. That
means when we had a specific problem with a client request and the other business
was able to support us, we asked across the organization whether any colleagues had
already had experience with that problem.” LL-CBC20

Thus, they tend to engage in cross-business collaboration only if a concrete opportu-
nity appears.

(2) Group of middle managers with moderate-level engagement. This group of
middle managers indicated a fairly moderate degree of overall experience which seems
to be reflected as well in a broader scope of different collaboration activities. Indeed,
some of these middle managers have experience in at least two types of cross-business
collaboration. However, very few indicated having explicit experience in what we
identified as product and market development activities. Overall, they assign a high
relevance to the topic (mean 6.89). With regard to their motives and attitudes, they
seem to also consider the benefit of the others as crucial.

“The insight was that collaboration only works if you have an incentive. It is not
enough to say it’s part of your objectives. [...] Why not? Because it needs to be of
added value for an employee to do it.” ML-CBC27

Accordingly, their actions are also driven by considering the benefits to the other
party, and in this respect they are actively managing their relationship.

“To call for it [to collaborate] from the top down by the management makes sense but
is not sufficient. I need to address the question of what the benefit for the individual
employee is [...] And the most important thing I learned is rooted in how to proceed.
[...] I just concentrate on my own task and try to do a good job. And then I let the oth-
ers ‘assimilate’ [influence] me. Trying to think like them and what benefit they might
see in it instead of mechanically only going for my own benefit.” ML-CBC09

(3) Group of middle managers with high-level engagement. Whereas middle man-
agers with lower engagement levels reported a rather small scope of experience
(mainly only cross-selling or client referral), high-level engaged middle managers
seem to have extensive experience in a// three identified types of cross-business col-
laboration, particularly in joint product / market development. Their motives and atti-
tudes are driven by a deep identification with the company which engenders a desire to
achieve benefit for the company and not necessarily only for oneself.
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“I think this is a condition for reaching our strategic goals. Without the integrated
business model it will not work [...] And I can live it [the integrated business model]
more consciously. I always keep in mind that we are one firm and we are all paid from
the same pot.” HL-CBC18

Their approach is generally proactive; it is not necessarily strictly related to a certain
concrete business opportunity (such as a client request), but instead is focused on
searching for contacts in order to explore future business potential.

“And we will only reach that [increasing collaboration] if we exchange our know-how
at meetings. On the one hand formalized, but particularly if you have ideas. Exchange
of ideas, information, collecting feedback, etc. What we always try is to involve peo-
ple very early, at the stage of idea generation, only asking them: what works well,
what are issues. How can we help you or what would make your life easier [...]. And
if they recognize that they will get something in return, the goodwill to collaborate is
much higher.” HL-CBC23

Initial analysis. The analysis suggests that the general organizational tendency of en-
gaging mostly in cross-selling, followed by client referral, and finally joint product /
market development seems to be mirrored on an individual level. However, the groups
differ with regard to their scale and scope of cross-business collaboration activities.
These differences cannot be satisfactory explained by context differences. As all re-
spondents were located in the respective sales force units of their businesses, it is as-
sumed that all of them have had equal opportunity to engage in all three kinds of cross-
business collaboration. Thus, differences in scale and scope seem not to be a question
of a certain context or opportunities.

Neither does it seem that it is related to differences in individual factors such as per-
sonal belief or social affinity. All of the respondents found cross-business collabora-
tion equally relevant or meaningful in general. Since all of them have a job as a sales
person, it is assumed that they are comparable in terms of their individual social affin-
ity and behavioral competencies. Thus, they all seem to be capable of initiating, main-
taining and managing (client-)relationships. Additionally, the individual period of be-
ing exposed to cross-business collaboration as such (tenure and tenure in function) also
seems equally unable to explain the differences in cross-business collaboration en-
gagement in a satisfactory way.

Thus, we conclude that differences in cross-business collaboration engagement (scale
and scope) at SubFinanceCorp cannot be sufficiently explained by context or by indi-
vidual factors. Instead, we suggest that differences in cross-business collaboration ap-
pear on the relational level and are associated with differences in the cross-business
social capital of these middle managers, which we will discuss in the next section and
further validate in the cross-case analysis in the next chapter.
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4.4.4 Social Capital

In analyzing the empirical findings, it appears that the three groups of middle manag-
ers differ with regard to their cross-business social capital. We found indications that
higher levels of social capital correspond to higher levels of cross-business engage-
ment (and thus performance). However, the association between cross-business col-
laboration and social capital seems not to be, in all dimensions, a simple linear one and
will require a more in-depth analysis by comparing the cases in detail in the next chap-
ter. Table 4-5 summarizes the findings (for details please see appendix) and will be

discussed in more detail in the following paragraphs.

Low-level
Engagement
(n=11)

Moderate-level
Engagement
(n=9)

High-level
Engagement
(n=10)

Amount of
different ties

Contact frequency

Trust

Shared vision

Development of
contacts

Success driver

mean 3.2 / person

Low
(half-yearly and below)

High
(mean 5.0)

High
(mean 5.3)

Reactive
Mostly bilaterally

Context (management
commitment; incentives,
other business
competence etc.)

mean 5.4 / person

Moderate
(every two months and
below)

Medium
(mean 4.5)

Medium
(mean 4.8)

Act on opportunity
Mostly bilaterally

Social interaction (mutual

benefit and interests,
understand each other,
etc.)

mean 5.4 / person

High
(quarterly and more
frequent)

High
(mean 4.8)

High
(mean 5.4)

Proactive
Mostly collectively

Own leadership and
quality (valuing
diversity, not taking
things personally,
being proactive etc.)

Table 4-5: Findings of Middle Managers’ Cross-business Social Capital (Source: author)

(1) Group of middle managers with low-level engagement. With regard to the num-
ber of existing ties, it is shown that the group of middle managers with low-level en-
gagement has a rather small scope of different ties to the other businesses (3.2 ties on
average per person). Further, their frequency of contact with other units seems to be
overall rather low (70% have contact on a half-yearly basis and below). Considering
the few contacts indicated it was surprising that the trust items were rated high with
regard to other businesses (mean 5.0). It seems that these ratings result from an overall
expectation regarding how trustworthy the other party is than from an evaluation of a
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real, existing personal relationship with the other business. Indeed, middle managers
with low-level engagement reported that they did not consider cross-business collabo-
ration a critical relationship topic and rather, take it for granted.

“That is in my eyes not a personal relationship story. As long as you know the struc-
tures and whom you need to call, it works out.”LL-CBC13

Similarly, the high ratings of shared goal orientation can be explained as representing
an expectation. With regard to their contact development activities, middle managers
with low-level engagement seem not to go beyond professional contacts and show a
rather reactive attitude.

“I think these contacts are maintained centrally. [...] However, if specific client re-
quirements need special solutions, we will be involved as client advisors as well. And
this is how contacts evolve. But we do not actively maintain these contacts by writing
Christmas cards or anything else. Because these people are, in the end, service provid-
ers for us and I think it is natural that you just make a deal together. Of course it could
happen that there might be another opportunity. But you cannot force it.” LL-CBC10

They mostly argue that the context needs to be changed in order to be able to collabo-
rate successfully. Thus, they maintain that there is a missing management commitment
and missing incentives.

“[...] I think the signs from the management are not strong enough yet to really live
it.[...] For example, there need to be increasing appearances as a senior management
team.” LL-CBC04

“What is needed? Probably something like an incentive, or a discussion about who
gets what. This is always a hot topic. And it does not yet work well. That means that
you refer a contact but don’t get anything for it. And there is the question of whether
people really stand behind it and continuously think about it if they don’t get anything
out it. They have the need themselves to achieve their goals and don’t pursue cross-
business collaboration as their primary focus.” LL-CBCO1

(2) Group of middle managers with moderate-level engagement. Middle managers
with moderate-level engagement show on average a higher number of existing ties to
other businesses (5.4 on average per person) and an overall medium contact frequency
(around 90% every two months and below). However, this group of middle managers
rated the trust items lowest (mean 4.5). In line with the above-mentioned argumenta-
tion, this might result from a true evaluation of existing relationships. Having already
experienced cross-business collaboration to a larger extent, the probability is high that
they might have already also experienced some disappointments or violations of trust
and thus might be more critical in their evaluation.
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“There is a new unit in wealth management. And of course we coordinate with them
quite closely. Each of us knows the universe of clients and prospects of the other. But
anyhow there are always accidents. Just lately they went to one of our clients and this
client was a bit confused and asked them why they called him as he already had a cli-
ent relationship with us. It happens. But you need to work on it constantly.” ML-
CBC26

The same argumentation applies for the low ratings on the shared vision items (mean
5.3). Having already experienced some disappointments in cross-business collabora-
tion, they might feel that they do not yet have the same understanding of shared goals
and vision. In their eyes it seems that the social interaction between the actors is cru-
cial to success. Accordingly, they generally pursue a rather active approach to contact
development on a dyadic level and value professional as well as personal contacts.

“I also know a couple of people from each business on a private basis. That helps. I do
not do it because of business. But if I know somebody there, I think about him auto-
matically if I need a contact in the other business. And sometimes it was a professional
contact that turned into a private one or the other way round. It’s pretty mixed.”
[...]ML-CBC09

(3) Group of middle managers with high-level engagement. The group of highly
engaged middle managers indicated an equally high average on existing ties to the
other business as the group of middle managers with moderate-level engagement (5.4
average / person) and a slightly higher overall contact frequency (around 70% on a
quarterly basis and more frequently). However, it seems the differences are related to
the quality of their relationships. They indicated higher ratings of trust (mean 4.8) and
shared vision (mean 5.4). Apparently, these ratings are based on real personal relation-
ships that they consciously built up, maintained and expanded proactively over a long-
er period of time.

“I’ve already been with this company for a long time. And before that, | was a trader
in wealth management. And when investment banking took over this business, I en-
tered investment banking. And so I still have a lot of contacts in all of the businesses
[...] and I’ve used them to expand my network over time.”HL-CBC19

Moreover, they show a proactive approach to contact development, preferably in a
collective setting and independently, not necessarily bound to any concrete business
opportunity.

“What I really find helpful is the common year-end-party. When I started, it was still a
separated party and now it’s for all of the businesses. It’s a great opportunity to get in
touch with my colleagues. [...] We also have dedicated sales initiatives, e.g., a product
rally, where we invited the most successful selling teams for a leisure week-end.
That’s where you could also maintain the contacts.” HL-CBC18
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Initial analysis. The findings provide indications that the different levels of cross-
business collaboration engagement correspond to different levels of social capital. The
unexpectedly high trust ratings of the middle managers with low-level engagement
seem to result from an expectation of the other businesses. Indeed, trust among unfa-
miliar actors seems to be, in general, a function of expectations rather than real rela-
tionship experiences. Zucker (1986) conceptualizes trust as an expectation, precon-
scious in nature and taken for granted until it is violated. This means that the high rat-
ings of trust among middle managers with low-level engagement mirror their beliefs
about the trustworthiness of the other businesses rather than evidence-based informa-
tion about specifically experienced trust in relationships.

Zaheer et al. (1998) found the same striking results in their research on differences
between organizational and interpersonal trust. They concluded that, particularly with
regard to inter-organizational trust, higher ratings occur if personal relationships are
absent. It seems that these ratings compensate for non-existing interpersonal relation-
ships and demonstrate a sort of un-personalized belief in the trustworthiness of the
other unit. Moreover, it was revealed that trust may not necessarily appear as a linear
construct (Dirks & Ferrin, 2001; Wicks, Berman, & Jones, 1999).

Thus, excluding the trust and shared vision ratings among the middle managers with
low-level engagement as not representing existing social capital, it might be suggested
that higher levels of social capital are involved in higher scope and scale of cross-
business collaboration engagement (and thus performance). In order to elaborate on
the impact of leadership development on cross-business social capital among middle
managers, we will focus our further analysis on the two groups of moderate-level and
high-level engagement, as they have apparently built up existing cross-business social
relationships.

4.4.5 Leadership Development Experiences

In evaluating the contribution of leadership development to enabling the respective
social capital, we compared the two groups of middle managers with a moderate- and
high-level of cross-business collaboration engagement as their social capital ratings
seemed to correspond to real and existing cross-business social relationships. Analy-
zing the two groups with regard to their leadership development experiences, it ap-
pears that, indeed, some differences can be found.”” However, interestingly and coun-

57 Again we explored some rival explanations of other potential variables that could account for a social capital
increase, such as, e.g., tenure and tenure in function. As trust and shared goal orientation seemed not to be a
linear concept, we only processed them with the social capital measure of tie strength (contact frequency).
They provided further indication that social capital does not result automatically from exposure over time as
such (tenure*contact frequency Spearman’s correlation: .2; tenure in function *contact frequency spearman’s
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terintuitively, it does not seem that collective leadership development practices seem
to play a superior role in enabling social capital. Rather, it seems that individual lead-
ership development practices are favorable for social capital development. However,
this will require further in-depth analysis through a cross-group comparison in the fol-
lowing chapter. Table 4-6 summarizes the findings (for details please see appendix),
which are presented in more detail below.

Moderate-level Engagement High-level Engagement

(n=9) (n=10)
Amount of Leadership mean 3.8 / person mean 4.1 / person
Development Participations
Participations with cross- mean 1.8 / person mean 2.6 / person
business focus
Participations Collective: 0.9 Collective: 0.9
individual vs. collective Individual: 0.9 Individual: 1.7
Differences - Job Assignment
Action Learning
Coaching
Most valuable Leadership Content-related Relationship-related

Development Experience

Table 4-6: Findings of Middle Managers’ Leadership Development Experiences (Source:
author)

(1) Group of middle managers with moderate-level engagement. The findings indi-
cate that each middle manager participated in around four leadership development
practices (average 3.8 / person). However, very few had participated in leadership de-
velopment activities with a cross-business focus (average 1.8 / person). Thus, the ex-
posure to other businesses through leadership development was smaller compared with
the highly engaged middle managers. However, the quantity as such might not be the
only driver for impact; rather, what a manager has experienced and learned from a de-
velopment practice is critical. This group of middle managers spoke more often of
having benefited from a new content that resulted in a better “understanding” of the
organization or other leader-related topics.

correlation: -.22). Accordingly, we assume that leadership development might mediate these relationships and
thus plays a role in explaining the cross-business social capital of middle managers.



122 Case Study

“What was very helpful was an internal leadership seminar here, which really helped
me to understand SubFinanceCorp in all of its facets. That would have been helpful on
my first day, but at that time it didn’t exist yet.“ ML-CBC26

(2) Group of middle managers with high-level engagement. The findings suggest
that middle managers with high-level engagement participated on average in around
four leadership development practice sessions (on average 4.1 / person), the same as
the moderate-level group. However, differences appear with regard to the number of
times the managers participated in leadership development practices with a cross-
business focus. Here, highly engaged middle managers seemed to have participated in
more leadership development practices (on average 2.6 / person). Interestingly and
counterintuitively, they did not participate more often in collective leadership devel-
opment practices but more in individual ones. Particularly, job assignment, action
learning and coaching seem to make a difference as none of the middle managers with
moderate-level engagement did engage in those practices. Further, they reported that
relationship- and self-reflection-oriented experiences were the most valuable for them.

“The most important experience for me was an organized ,,Change of ends“ [Seiten-
wechsel]. For one week, I was in an institution for young people who had suffered
brain damage and were too young for a nursing home. And that brought me back to
reality. It reminded me that there are still other things in the world than talking about
processes and money and it helped me not to lose my focus on such relationship-
oriented things.” HL-CBC22

Initial analysis. Participation in leadership development with cross-business collabo-
ration seems to play a role when explaining differences in cross-business social capital
among the middle managers. The pure exposure to the setting of cross-business col-
laboration as such (tenure and tenure in function), however, appears not to result
automatically in the development of social capital. Consequently, we conclude that
participation in leadership development practices with a cross-business focus might
mediate this relationship in support of social capital development. Counterintuitively,
it seems that differences lie not in participation in collective leadership development
practices but in individual ones. Particularly, job assignment, action learning and
coaching seem to play a critical role. Further, it seems that middle managers with high-
level engagement benefited from leadership development experiences with regard to
their capacity for self-reflection and their relationships, whereas middle managers with
moderate-level engagement seemed to gain value added from exposure to new knowl-
edge and understanding.

In order to elaborate and validate these findings and the within-case analysis further,
we will engage in an in-depth cross-case analysis and generalization of the findings in
the next chapter.
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4.5 Conclusion

The aim of this chapter was to present the empirical findings from the thirty invested
middle managers at SubFinanceCorp, embedded in the research context and site. A
description of SubFinanceCorp and its context was presented, followed by the empiri-
cal findings from the invested middle managers with regard to their cross-business
collaboration performance, activities, social capital and leadership development ex-
periences, which represented the initial within-case analysis. By clustering the thirty
middle managers according to their performance levels, it was shown that these differ-
ences correspond to differences in social capital and leadership development experi-
ence. Consequently, it is suggested that higher levels of social capital (contact fre-
quency, trust, shared vision) are most likely involved when it comes to higher levels of
cross-business collaboration engagement (and thus performance). Even though middle
managers with low-level engagement indicated equally high ratings of trust and shared
vision, these ratings most likely do not represent evaluations of existing social rela-
tionships to other businesses but rather general expectations about it. To evaluate the
potential contribution of leadership development experience to existing cross-business
social capital, the focus was shifted accordingly to the group with moderate- and high-
level engagement. Interestingly, differences were not rooted in the participation in col-
lective leadership development practices but in the participation in individual ones.
This is, at first glance, counterintuitive as it was assumed that collective leadership
development practices are superior to individual ones in enabling social capital devel-
opment.

In summary, this first analysis provided two surprising results that will guide the in-
depth comparative cross-case analysis in the following chapter: (1) Middle managers
with low-level and with high-level engagement indicated both high ratings of social
capital quality, i.e., trust and shared vision. To understand this phenomenon it is neces-
sary to elaborate on the specific dimensions, stages and facets of social capital in
cross-business collaboration settings in more detail. (2) The participation in collective
leadership development practices seems not to be superior to individual ones for social
capital development. To understand this counterintuitive result, the contributions of the
different leadership development practices to social capital need to be analyzed in
more detail.

Consequently, these findings are further discussed and validated with the help of an in-
depth cross-case analysis in the next chapter, resulting in a theoretical generalization
and the development of respective theoretical propositions.
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5 Analytical Generalization

The objective of this dissertation is to illuminate the insufficiently explored field
studying how leadership development practices can form a strategic mean for a corpo-
rate management of an MBF to support strategy realization. Having presented the find-
ings of our analysis in the preceding chapter, we interpret them and engage in their
theoretical generalization in chapter 5. Empirical support is provided through a cross-
case analysis, contrasting findings among middle managers classified into three groups
(please see chapter 4 and appendix): middle managers with a high-level, moderate-
level and low-level of cross-business collaboration engagement. As shown in 4.4.2, the
engagement level accounts for the correlation between degree of experience and per-
formance and thus forms an important behavioral antecedent for cross-business value
creation. The proposed theoretical generalization is supported by examples derived
from the conducted interviews and survey results, discussing them in the light of the
existing literature. Each section concludes with propositions for further research and
theory development.

The in-depth comparative cross-case analysis presented in this chapter comprises de-
scriptive, evaluative and normative elements and corresponds to the study’s three un-
derlying research questions (please see 1.2): Subchapter 5.1 describes which dimen-
sions of social capital are relevant for cross-business collaboration and how they de-
velop. Subchapter 5.2 evaluates which kind of leadership development experiences
most likely contribute to the different stages of social capital development and devel-
ops a respective model. Subchapter 5.3 provides normative guidelines for a strategic
alignment of leadership development considering social capital dimensions in leader-
ship development practices. We conclude each subchapter by summarizing the key
findings and deriving theoretical propositions.

5.1 The Role of Social Capital in Cross-business Collaboration

5.1.1 Introduction

How does social capital contribute to middle managers’ cross-business collaboration
activities (1) and how is it developed (2)? This subchapter aims to answer both parts of
this first research question. As indicated in chapter 4.3.1, cross-business collaboration
activities that strive for growth synergies can be categorized according to their goals,
task complexity, duration and particularly the perceived risks and uncertainties in-
volved. Three types of cross-business collaboration efforts have been generalized that
enable operational growth synergies in an MBF: cross-selling activities, client referral
activities and joint product / market development activities.

E. B. Galli, Building Social Capital in a Multibusiness Firm,
DOI 10.1007/ 978-3-8349-6171-6_5,
© Gabler Verlag | Springer Fachmedien Wiesbaden GmbH 2011
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It will be argued that (1) each of these types of cross-business collaboration (cross-
selling activities, client referral activities and joint market / product development ac-
tivities) requires a particular intensity of social capital (weak, semi-strong, strong
forms) in order to lead most likely and efficiently to cross-business value creation. (2)
At the same time, the three forms of social capital identified mark development stages
which are path-dependent in nature as they emerge one from the other. It is proposed
that a contact-, an assimilation- and an identification-experience facilitate their devel-
opment from one stage to the other. With these arguments, we are able to concretize
existing insights into the role of social capital in cross-business collaboration in two
ways. (1) Strong forms of social capital — in sense of “the more the better” - are not
necessarily always the most efficient forms for any kind of cross-business collabora-
tion. Considering the amount of investment required to build and maintain social capi-
tal, our aim is to indicate the most efficient match between the type of cross-business
collaboration and the required intensity of social capital. That does not imply that
stronger forms of social capital would not be equally helpful in enabling the respective
type of cross-business collaboration. Rather, it suggests that the designated match will
be the most efficient in terms of leading to the desired outcomes.

Consequently, we provide a differentiated view on the necessary cross-business social
capital in the context of an MBF in order to foster its development. (2) We propose
that in cross-business collaboration settings, social capital develops in a path-
dependent way from weaker to stronger forms through certain social interaction ex-
periences, i.e., contact, assimilation-, and identification-experience. Starting with
cross-business collaboration types that require a strong form of social capital or ignor-
ing that a certain intensity is needed might have serious consequences in terms of
negative experiences and distrust. Once they have emerged, it might be difficult — if it
can be done at all - to remedy the situation.

The subchapter is structured in correspondence to the above-indicated two parts of the
first research question. In section 5.1.2, we will discuss the role of social capital for
different cross-business collaboration types; in 5.1.3, we present our ideas about the
interrelation and development of these different social capital stages. The main find-
ings are validated by comparing and contrasting the three classified groups of middle
managers (high-level, moderate-level and low-level cross-business collaboration en-
gagement) who were investigated and is followed by a discussion of those findings in
the light of the existing literature. Accordingly, each section begins with a findings and
empirical evidence section, which is followed by a discussion leading to formally
stated propositions. Finally, in 5.1.4 we summarize the discussion of the first research
question, the propositions and the contribution to existing research.
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5.1.2 Perspectives on Relevant Dimensions of Social Capital

In the following section, we will describe for each type of cross-business collaboration
(cross-selling activities, client-referral activities, joint market / development activities)
which intensity of social capital (weak, semi-strong, strong)*® represents the most effi-
cient match for each type of cross-business collaboration activity. As outlined in table
4-2, the different types of cross-business collaboration differ particularly with regard
to the perceived risks and uncertainties involved. Whereas cross-selling activities are
accompanied by lower risks and uncertainties, in joint product / market development
activities, high risks and uncertainties are involved. Accordingly, it is proposed that
cross-selling requires a low intensity level of social capital (weak forms), whereas cli-
ent referral and joint product / market development require higher social capital inten-
sity (semi-strong and strong forms). Each intensity level will be discussed in detail in
terms of the quality dimensions of social capital that have been observed to be rele-
vant: 1) tie strength, 2) trust, 3) shared meaning. The following figure summarizes the
argumentation and will serve as a reference guide for the discussion in the following

paragraphs.
Cross-business C i Client referral Joint product /
Collaboration Type ross-sefing market development
Social Capital Weak forms Semi-strong forms Strong forms
Intensity (1) Weak professional ties (1) Weak personal ties (1) Strong ties
(2) Ability-based trust (2) Benevolence-based trust (2) Identification-based trust
(3) Shared language (3) Shared values (3) Shared vision

Figure 5-1: Relevant Social Capital Dimensions in Cross-business Collaboration (Source:
author)

Even though we are aware that the dimensions indicated are closely intertwined and
reinforce each other, we believe that, for analytical purposes, it is helpful to illuminate
them separately at this point in our analysis.

** In line with Barney & Hansen (1994), we term these levels weak, semi-strong and strong social capital.
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e Cross-selling activities

As described in table 4-2, we characterize cross-selling activities as a form of product
supply across businesses. This is closely related to a buyer-supplier relationship, where
terms can be formulated explicitly through certain contractual conditions and promises
(e.g., delivery date, price) or professional standards (e.g., quality of product or ser-
vice). They serve as governance mechanisms and safeguards to avoid opportunistic
behavior (Sako, 1992). This implies that this form of cross-business collaboration is
perceived as having a low interdependence between the parties, which in turn results in
a low perceived risk-taking when parties engage in such a form of collaboration.

All three groups of middle managers show experience in this form of cross-business
collaboration (please see chapter 4 and appendix). While the middle managers with
moderate- and high level engagement also simultaneously invest in the other types of
cross-business collaboration, the group of middle managers with low-level engage-
ment focuses mostly on cross-selling. This may indicate that lower levels in cross-
business collaboration experience are rooted in a more /imited scope of cross-business
collaboration activities. This limitation to one type of cross-business collaboration may
also explain the lower performance results of this group, as shown in chapter 4, and
imply that they might not necessarily be less successful in cross-selling activities, ra-
ther, only limited to it. The absence of experience in other cross-business collaboration
activities in this group is beneficial to a discussion of the relevant social capital as-
pects. It allows interpreting the experiences of this group as pure cross-selling expe-
riences not clouded by any other types of cross-business collaboration. Thus, for em-
pirical evidence, we draw on the group of middle managers with low-level cross-
business collaboration engagement who indicated cross-selling experiences.

Findings and Empirical Evidence. Cross-selling activities require weak forms of so-
cial capital as a necessary and sufficient antecedent for growth synergies. Weak social
capital was observed to be a function of (1) weak professional ties (tie strength dimen-
sion), (2) ability-based trust (trust dimension) and (3) shared language (shared mean-
ing dimension).

(1) Weak professional ties. Cross-selling efforts require complementary and thus non-
redundant knowledge from another organizational unit in order to create a unique
client solution which results in cross-business value creation. In this one-time collabo-
ration setting, based on clear and explicit requests and conditions, weak professional
ties were observed to be sufficient in order to lead to cross-business value creation.
The lower levels of overall contact frequency to other businesses in the survey com-
pared to the highly engaged middle managers (please see 4.4.4) indicates that ties
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seem to exist to other business units but in a rather weak format. Interviewees reported
that they only contacted somebody from the other business when an appropriate busi-
ness opportunity through a client request emerged.

“Primarily through business. As soon as we have a client request, we initiate and use
the contact. And via this link you get to know the people.”LL-CBC04

In this regard, they reported that a professional contact would be a necessary and suf-
ficient source for engaging in cross-selling, ideally supported by a structural overview
or navigation map of all names and phone numbers including their product and service
responsibilities:
“I found it hard to get an overview of how the other business is structured. I first
thought they would all be client relationship managers, but they were not. There are
other units, too. It would be great if there were a search function that you could use if
you had a potential client and that could give you the name of the appropriate relation-
ship manager or the product specialist. If you had that, you would know who to call.
That would be something like knowledge management. We are all pretty busy with
our own business and people would be highly motivated to do it if they knew they
wouldn’t have to spend a lot of time on it.” LL-CBC15

It seemed that the actors involved realized that their engagement was potentially re-
stricted to a situational and temporary collaboration under clear and explicit market
conditions and governance (e.g., prices), which prevented them from investing more
deeply in the relationships. Therefore, these contacts were not sustained or followed-
up on unless there was a concrete case or information to exchange.

“[1 approach the other business] [a]ctually only if business requires it. Maybe you en-
gage in a little short small-talk in the elevator, but it’s not regular contact that would
be beneficial for doing business.” LL-CBC20

(2) Ability-based trust. Cross-selling involves collaborating with another party who
might have been unknown and unfamiliar before. Therefore, trust serves to bridge the
lack of information about the other party. However, in cross-selling situations, market
terms may be able to control the risk that one’s counterpart will exploit one’s vulnera-
bility for his own advantage and diminish the need for trust. Thus, #rust refers in this
situation to the expectation that the other party has the right knowledge, ability and
competence to collaborate effectively. With regard to the trust ratings from the survey,
the distribution indicates a slight U-curve between the three groups of middle manag-
ers (please see 4.4.4). Cross-business collaborators with low- and high-level engage-
ment show equally high ratings. This can be explained with the help of the interviews.
Analyzing the statements, it appears that the high ratings by the middle managers with
low engagement are rooted in an expectation of trust, i.e., the trustworthiness of the
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other unit, whereas the high ratings of the middle managers with high engagement ori-
ginated in the evaluation of trust in their existing and real social relationships.

“I would always do it [cross-business collaboration]. I’ve been with this firm for 10
years, and for 10 years I’ve lived the business model of being a relationship manager
for my clients. I try to provide my clients with solutions, such as special funds or man-
dates or other topics such as succession planning in corporate advisory. I also involve
colleagues from the other businesses. And I do not need deep-seated trust to do that
because I believe in our firm, in the quality of our employees. That is my basic under-
standing. [...]” LL-CBC21

“This [cross-business collaboration] is only feasible with personal experience with the
individual people. I’ve been with this firm for five years now and I am lucky that I’ve
known these people for a long time. And with those that I know personally, it works
perfectly because we meet as well for lunch to exchange information on cases and we
are constantly in contact with each other. The ones I do not know personally, I talk to
them regularly on the phone, which in some cases is enough in itself.” HL-CBCO07

However, this trustworthiness seems to be related to the domain-specific ability, com-
petence and quality of the other party relevant for the particular task performance at
hand. Therefore, these middle managers indicate a high quality of know-how on the
part of the other party as the most important antecedent for successful collaboration.

“To know the people and be sure that a person is somebody who is capable of present-
ing and offering the right products.” LL-CBC15

(3) Shared language. Cross-selling involves carrying out opportunities that require
(complementary) knowledge or competence outside of one’s own capability. That
might lead to difficulties in understanding and valuing the other party’s competencies
in terms of products, services, business approaches and assumptions. Thus, it is argued
that a minimum of shared language enables a mutual understanding that facilitates the
collaboration. Interviewees pointed out the importance of “speaking the same lan-
guage” and sharing their explicit knowledge about the other party’s business, i.e., the
offerings, the approach, and the service, etc.

“I think it simply involves understanding each other - that you understand the other
business and that you know what they do.” LL-CBCO01

This contrasts with highly engaged middle managers, who indicated shared values and
vision as being important (see next sections). However, they also claimed that a shared
language plays an important role when starting collaboration. If the basic understand-
ing was not fully developed, important questions could not be elaborated properly and
misunderstandings occurred that impaired the ease of collaboration.
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“It sometimes required 2-3 meetings until we really understood the products. Even
though I am pretty good in mathematics, I am not a specialist in their business. But if
you want to understand how much margin you could involve so that the product the
client bought might still have a chance for a good performance, you need to ask good
questions. And I sometimes needed several loops plus discussions with others until I
knew that I had asked the right questions.” HL-CBC06

This explains why middle managers with low-level engagement particularly appreciate
information measures that provide a better understanding of the other business in
terms of their product offerings, their business approach, and their assumptions rather
than options for deepening personal relationships.

“A certain clarification of the facts. For example, information events where units pre-
sent themselves. I was involved in that with one unit and I realized that we now know
pretty well what they are doing. But I think most of my colleagues just do not know
what opportunities they offer.” LL-CBC20

e C(lient referral activities

As described in table 4-2, we characterize the type of cross-business client referral ac-
tivities as a form of cross-business collaboration that seeks to realize growth potential
by establishing new client relationships based on existing clients. Typical activities are
referrals of client contacts, addresses, joint acquisition meetings, etc. This sort of col-
laboration is accompanied by a perceived higher competitive interdependence, as both
parties offer the same resource or competency, i.e., client advisory, but for different
client segments.

Moreover, risk-taking is perceived as higher because of a lack of governance and con-
trol systems. Other than in cross-selling activities, the collaboration (‘give and take’)
will not take place in one situation and can hardly be framed by market terms or pro-
fessional standards. A client referral might lead only to the benefit of one party and
requires reciprocal action at a later point in time in order to maintain the cooperative
behavior. All three groups of middle managers show experience with this type of
cross-business collaboration. However, the group of highly engaged middle managers
shows the most experience and highest performance (please see 4.4.3). Thus, we draw
our empirical support from the group of highly engaged middle managers who re-
ported experience with this type of cross-business collaboration and contrast them with
the above-mentioned middle managers experienced in cross-selling activities.

Findings and Empirical Evidence. Client referral activities require semi-strong forms
of social capital as a necessary and sufficient antecedent in order to result in growth
synergies. Semi-strong social capital has been observed to be a function of (1) weak
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personal ties (tie strength dimension), (2) benevolence-based trust (trust dimension)
and (3) shared values (shared meaning dimension).

(1) Weak personal ties. Client referral collaboration efforts require a trust-based go-
vernance. Therefore, not only a professional contact related to a certain task domain is
needed, but also a personal contact who enables an evaluation of the goodwill, beha-
viors and motives of the actors involved, independent of a specific business situation.
Middle managers with high engagement in client referral opportunities report personal
contact and physical meeting as absolutely necessary to engaging in this sort of cross-
business collaboration. In contrast to the above-mentioned cross-selling setting, simply
knowing the name of the person does not seem to be sufficient. These contacts served
to assess in the other party’s commitment, motives and concerns in an efficient man-
ner.

“Conversations, simple and informal. A half-hour, quarter-hour for a cup of coffee.
Sitting together, getting to know each other personally so that you both can create con-
fidence and can assess whether you can trust the other person or not.”HL-CBC17

Thus, these physical meetings are initiated and maintained typically through a portfo-
lio of different activities that ease personal discussions, such as lunches, coffee breaks
or drinks after work.

“What is the most useful is to go for lunch. Or else, if I am at the headquarters, |
quickly join people in the vending area for a cup of coffee. [...] That is what is
needed.” HL-CBCO07

This implies that these middle managers acknowledged their own responsibility to
build and maintain these contacts and showed the appropriate entrepreneurial leader-
ship

“Building that [the relationships] up is an effort that you have to make yourself. It’s

not the other person’s duty to provide something but your own duty to procure it. You
need to approach people. And that is time- and energy-consuming.” HL-CBC06

(2) Benevolence-based trust. Client referral activities imply the risk that a) an existing
client relationship will come under stress through incompetence of the other party, and
b) a client referral will not be answered with a reciprocal business opportunity as a
benefit for the providing party. In the absence of any other monitoring and control sys-
tem, a trust-based governance is required. Aside from trust in the competence and abil-
ity of the other party, this also implies trust in the goodwill or benevolence of the other
party. Highly engaged middle managers who have experienced client referrals reported
a necessary ‘give and take’ mentality as well as balancing the benefits for both sides
over time; otherwise, the collaboration risks being discontinued.
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“I refer a name if I have confidence in the other person. And that is determined by the
principle of ‘give and take’. If you recognize that the ‘give’ is becoming less than the
‘take’, it will become less pleasant for one side. [...] I think that, in the end, it has to
match the interests of both. And at some point, the one will benefit more and the next
time, the other. It needs to be fair in terms of both people’s interests.”HL-CBC03

They believed that it was mainly their responsibility to contribute to their own benevo-

lence-based trustworthiness in actively anticipating the other party’s needs and were

willing to provide services in advance.

“You need to do things that might not directly lead to business. [...] That means that
you may have to provide a currency development overview to the other party person-
ally. It includes doing thankless tasks for colleagues [from the other business] because
they will say ‘Look, he did a great job for us, gave us feedback immediately and pro-
vided us with the information promptly’. Finally, you need to build your own reputa-
tion.” HL-CBCO07

With regards to their assessment of the trustworthiness of the other party, the managers

mostly reported that they assumed goodwill and positive motives, which encouraged

them to take on entrepreneurial action and to ‘jump’ into collaboration regardless of
the risks.

“It is difficult to say. Maybe I can give an example of the opposite: A lot of people are
very cautious in the face of something new and act according to the maxim ‘my home
is my castle’. We first tend to build a wall and then have a look and decide who will
enter my zone and who won’t. And it is a totally different approach: if I am positive
and optimistic from the outset and ask where we could collaborate more. That means
that thinking as an entrepreneur and being open to new things is necessary [...].” HL-
CBCO03

In contrast, we learn from the middle managers with moderate-level experience that if

benevolence-based trust was violated, collaboration stopped immediately and forever,

if the situation was not rectified.

“A concrete example: A new sales employee from the other unit had entered the mar-
ket and asked me for information about a client. I provided it to him and asked him to
keep me updated on what he discussed with the client, etc. That didn’t work. I com-
plained several times, got some bits of information and now the information flow has
completely stopped. Why? Because, it wasn’t an added-value for the employee [...]. I
have no incentives if that employee brokers a good deal and he doesn’t either if I get a
deal through him. These are opposite trends. And nevertheless I referred the client. But
1 did that only once, because I didn’t understand what I had gotten into. I wouldn’t do
it again.” ML-CBC27

(3) Shared values. Client referral collaboration activities require that both parties have

an interest in creating mutual benefit and do not only pursue egoistic interests. In the
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absence of any governance system, shared values help to bridge divergent interests.
They represent rules that structure how to interact with others, which may in turn also
encourage benevolence-based trust. Highly engaged middle managers reported that it
was most important to realize and cope with the differences in business approach.

“I have discovered that a good network can help you to understand why somebody
acts as he does. If I don’t understand a person’s thoughts and working style, I can use
my contacts to check whether things have to be like they are, whether all [of the other
businesses] behave like this, etc. That helps me to understand, to realize that they
don’t act like that for fun, but that they need to. And I want to understand why. If there
is a reason, that’s ok. [...]And that helps me to take it into account if I want to do
business with them.” HL-CBC19

Whereas highly engaged middle managers were able to see a benefit in different ap-
proaches in order to share different resources and complementary values, middle man-
agers with low-level engagement were rather annoyed by such differences.

“What I found quite critical is working together with people from different businesses,
particularly, working together efficiently because, indeed, we have a very different
way of thinking and work much faster and in a much more focused way. [...] And this
is, to some degree, totally different from the other businesses; they have a completely
different understanding. And that’s why I sometimes found it difficult. I would have
preferred to work with people from my business because I would have had confidence
that we would achieve our objectives quickly.” LL-CBC02

To overcome these differences, highly engaged middle managers affirmed the impor-
tance for a set of ‘rules’, i.e., shared values, and agreed upon how to interact with each
other. This was mostly facilitated through open and transparent communication.

“I think one of the greatest challenges is dealing with both success and failure to-
gether. That means not attributing success to oneself and failure to others. And for that
you need to communicate and reflect. What is important is that you have to agree in
the beginning about what you want to achieve, what you are looking for and what
should not happen.” HL-CBC06

e Joint product / market development activities

As described in table 4-2, we characterize the type of joint product / market develop-
ment collaboration activities as a form of cross-business collaboration that tries to real-
ize growth potential on a long-term basis in order to increase the overall market share
of a firm. Typical activities are joint cross-business knowledge sharing meetings,
cross-business off-sites or investments in job rotation. This sort of collaboration is ac-
companied by a highly perceived competitive interdependence, as both parties com-
pete for the same client segments, i.e., markets. Moreover, the resources they rely on
are quite similar (products or advisory services).
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To achieve joint success, this form of cross-business collaboration involves collabora-
tion over a longer period. The activity is based on a vague business potential which
cannot be framed explicitly in order to benefit all members involved in the collabora-
tion. This is an ambiguous situation that requires an investment in terms of an ‘act of
faith’ with regard to return under very uncertain circumstances. None from the group
with low-level engagement and very few from the group with moderate-level engage-
ment reported experiences with this type of cross-business collaboration. On the other
hand, most of the highly engaged middle managers did mention experience in such a
form of cross-business collaboration. However, as seen in 4.3.1, it seemed that the
whole organization overall did not yet possess much experience in this type of cross-
business collaboration and was only preparing to establish certain initiatives during the
period of the investigation. Therefore, for our empirical evidence, we draw on the ex-
periences of the highly engaged middle managers and contrast them with our conclu-
sions regarding the other types (see sections above).

Findings and Empirical Evidence. Joint product / market development activities re-
quire strong forms of social capital as a necessary antecedent in order to result in
growth synergies. Strong social capital was observed to be a function of (1) strong ties
(tie strength dimension), (2) identification-based trust (trust dimension) and (3) shared
vision (shared meaning dimension).

(1) Strong ties. Cross-business joint product / market development efforts require regu-
lar and sustainable social interaction on a long-term basis. Therefore, a high frequency
of interaction is necessary in order to detect the business opportunities and develop the
potential not yet elaborated. With regard to the dimension of tie strength, this requires
what we refer to as strong ties. The overall higher contact frequency of highly engaged
middle managers (please see 4.4.4) indicates that a higher degree of social interaction
might, indeed, be at work. This is reinforced by the statements from the interviews
expressing how beneficial the emotional closeness of professional bonds with people
from the other business is for this kind of collaboration.

“You recognize that you need to have a personal relationship. It is certainly very im-
portant to have everybody at one table. [...]. The personal relationship is definitely
important. HL-CBC18

To build such emotional closeness, these professionals mainly use collective settings.
Within the business context, they look for continuous close contact through co-
location, ‘walking the halls’ or initiating ‘tables’ to bring the appropriate people to-
gether. This refers to the need for building up identity-based trust which will be dis-
cussed further in the next section.
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“What we do when we visit a branch is floorwalking, which means that we usually
have an official meeting first and then I stay where I am und tell them that I am avail-
able for discussions. And then we meet in the vending area and people come over and
we can discuss their clients and their cases. [...] That always works very well.” HL-
CBC28

Additionally, they actively share their contacts and use and initiate informal collective
events beyond business, such as wine & dine, ski-weekends, etc.

“And then informal events. We once had, e.g., a wine tasting evening together. It
doesn’t need to be a big thing, just some drinks, or we went skiing for a weekend to-
gether and invited the other business. And they have organized some events as well,
such as barbecues, etc. Very simple things where you can gather away from the work-
place. [...] And we have organized things for ourselves and paid for them.” HL-
CBCO03

This is the opposite of client referral activities, where contacts are established and
maintained on a dyadic level (see section above). However, emotional closeness is not
expected to just suddenly appear. It needs to be built up. In those cases where building
up a relationship did not work out, the middle managers did not take it personally and
tried to collaborate anyway. In other words, a lack of emotional closeness did not hold
them back from doing business with each other.

“In the end, if I also get along with a person on a personal level, information will flow,
even if I don’t ask. And when I am just ok with that person, information flows if I ask
for it. That is the difference. It’s rare that nothing at all flows. HL-CBC22

(2) Identification-based trust. Joint product / market development activities imply a
high perceived uncertainty and risk-taking for the actors involved. This uncertainty is
two-fold: First, with respect to the outcome of the collaboration and second, with re-
spect to the individual benefit. The perceived risk involves opportunity costs, i.e., los-
ing time and energy that could have been better invested in more certain business op-
portunities of one’s own business. Secondly, it involves passing on individual tacit,
rather case-unrelated market knowledge. This seems to be riskier than knowledge of a
certain client-relationship in a client-referral situation. There, the risk is at least limited
to one client interaction, whereas in the case of unrelated market know-how, the possi-
bility of exploiting this know-how for the other party’s own advantage seems to be
unlimited. This weighs even more in the case where both parties compete in the mar-
ket with similar resources (e.g., client advisory and products).

Therefore, this situation needs a more unconditional form of trust that is able to bridge
these strongly perceived uncertainties and risks over a long period of time. We argue
that this form of trust experience is sourced from a context-independent concept of
one’s desires, intentions, integrity and identification. The intentions of highly engaged
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middle managers who have been involved in joint product / market development were
mostly rooted in the belief in an overall collaborative advantage for the firm. That im-
plied that they had engaged in building up trust in their integrity and intentions by be-
coming involved in things that at first glance did not create benefit for themselves but
for the company as a whole.

“It would probably have been better for me if I had traded one or the other ticket [cli-
ent mandate] in the usual way and not via the other business. But if I look at things
from the company’s perspective, it is better to do it [trading a ticket] with the other
business group as the whole company can profit. [...] But the mindset is mostly, ‘why
should I provide them with revenues?” And even if I do not earn more of it, most peo-
ple take the easy way and do it without the other business.” HL-CBC03

Further, they tried to change perspectives and constantly asked for feedback in order to
understand, reflect on and anticipate the needs and intentions of the other party most
effectively and create a common basis for identification.

“I think the most important thing is that you can put yourself in the other persons’ po-
sition. [...] What is needed is to take the situation and look at it from an outsider’s per-
spective and to see what the interests of the other person are. That is really the core, to
put oneself into the position of the other party. [...] The first thing I tell the people is,
what needs to be clear here as an assumption, is that nobody does anything to annoy
the other person. I have the same interest as you have.” HL-CBC28

To build up identity-based trust, they made their intentions clear and used and appre-
ciated co-location settings that enabled an interaction over a longer period of time,
such as sharing an office on the same floor.

“And to be closer, I am located here. That brings me closer to the people from the
other business and the clients. [...] And that works. It’s much more informal. I can talk
to somebody quickly by simply crossing the room.” HL-CBC22

(3) Shared vision. Joint product / market development activities require that both par-
ties collaborate over a longer time with an ambiguous outcome in the face of goal dis-
parity. In absence of monitoring or control systems a shared vision is suggested to
bridge divergent interests when interacting over a longer period in time. A shared vi-
sion in turn will provide the possibility for a collective identification as a basis for
identification-based trust. Interviewees that were engaged in joint product / market
development acknowledged the importance of a shared vision and direction, a collec-
tive commitment and believe to the advantage of cross-business collaboration overall.
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“In fact, the contact person from the other business was hierarchically much higher
then I was, but we had the same mindset in the sense that we wanted to deliver a good
result on the level of the company. One time we profit more and the next time the oth-
ers, and so the overall result comes to the fore not the individual result.” HL-CBC03

This implied as well an affect-based component which was indicated by a shared
commitment and belief in the importance of celebrating common success.

“And within this cross-business project, we won an award for second place, which is
why we set up a weekend where we celebrated our success together.” HL-CBC18

They invested in creating a shared vision through the early and continuous involve-
ment of the other businesses and referred to the importance of shared off-sites.

“What is needed? I think an exchange platform and that is already functioning pretty
well because of the cross-business seminars and off-sites. I think it’s perfect. We just
had one in L., where we all gathered at one table and had discussions based on some
concrete cases. You get to know the people who are considered the actors as well as
the value proposition of the units.” HL-CBCO07

Discussion. 1t is argued in the existing literature that social capital — particularly trust -
serves as an organizing, coordinating and governance principle in and between organi-
zations to enable cooperative behavior (Das & Teng, 1998; McEvily, Perrone, & Za-
heer, 2003; Ring & Van de Ven, 1992). From this perspective, social capital can be
seen as a response to social exchange conditions of high uncertainty, task complexity
and frequency (Jones, Hesterly, & Borgatti, 1997) in situations where governance and
control systems are missing (Ring et al., 1992). The degree of social capital needed as
a governance mechanism varies depending on how effectively other monitoring or go-
vernance systems, e.g., standards, controls, prices, can be put in place (Barney et al.,
1994; Jones et al., 1997).

We observed in our study that the identified cross-business collaboration activities dif-
fer with regard to their perceived uncertainty, task complexity and frequency (please
see 4.4.3). Joint product / market development activities seem to be accompanied by
high uncertainty and risk-taking and thus require a high degree of social capital in or-
der to govern the collaboration. Conversely, cross-selling activities are seen to entail
rather low uncertainty, as collaboration — product supply - can be controlled by mar-
ket-based mechanisms, such as, e.g., prices (Ring et al., 1992). In other words, the
amount of social capital can be seen as the amount of risk one is willing to take on in
cross-business collaboration activities.

Thus, we conclude that in cross-business collaboration settings, social capital serves as
a governance mechanism to ensure collaboration and varies in the intensity needed
according to the perceived uncertainty and risks involved. Considering the investment
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that entails the establishment and maintenance of a social network and particularly
strong ties (Burt, 1997; Hansen, Podolny, & Pfeffer, 2001), it seems to be of interest to
differentiate the social capital intensity needed with regards to each quality dimension.
This is consistent with what some authors have emphasized (Hansen, 2002; Hansen et
al., 2001; Reagans & McEvily, 2003): the importance of making explicit which kind of
network tie is both most effective (in terms of achieving a desired outcome) and effi-
cient (with regard to investments in building and maintaining relationships).

In the absence of existing research on the role of social capital in the particular setting
of cross-business collaboration, we mainly based our research on the study by Tsai et
al. (1998), who investigated unspecific inter-unit collaboration and addressed in par-
ticular the quality aspect of social capital. However, cross-business collaboration is a
specific kind of inter-unit collaboration within an MBF that is confronted particulari-
ties which need to be taken into consideration. First, unlike inter-unit collaboration,
cross-business collaboration appears in very different forms and is not necessarily
supported by a certain value chain within a hierarchical setting where people comple-
ment each other (e.g., research and development unit and production unit). Secondly,
unlike inter-organizational collaboration, it is an indefinite and long-lasting collabora-
tion setting where actors interact not only for one defined collaboration purpose (e.g.,
development of a technology), but might encompass different purposes and sorts of
collaboration activities (cross-selling, client referral and joint product / market devel-
opment) at the same time. In other words, a cross-business relationship can serve more
than one transaction content (Hansen, Mors, & Lovas, 2005; Krackhardt & Brass,
1994).

Finally, we observed that for cross-business inter-unit collaboration, particularly the
inter-personal relationship with another party (person, group, unit or organization)
seems to play the most important role in driving collaboration activities that originate
in the daily business interactions of middle managers. These inter-personal social rela-
tionships may show multiplexity (Kildufff et al., 2003). This refers to the fact that in-
ter-personal relationships might not serve only one purpose (e.g., functional work rela-
tionship) but also other and different (multiple) purposes (e.g., personal friendship) at
the same time. According to these specific characteristics of cross-business collabora-
tion settings, we assume with other authors that inter-personal relationships, to a high
extent, drive ties among organizational units (Brass et al., 2004; Ibarra, Kilduff, &
Tsai, 2005; Tsai et al., 1998). Therefore, we discuss and embed our results not only in
inter-unit social capital literature but also in literature on inter-personal relationships.

(1) Tie strength dimension. The concept of strong ties refers mainly to a combination
of the amount of time (frequency of interaction) and the emotional closeness (Grano-
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vetter, 1973). Whereas weak ties can be characterized as being rather ‘infrequent and
distant’, strong ties are frequent, long-lasting and affect-laden (Hansen, 1999). In the
existing literature, strong ties have been argued to be important because they create the
mutual will to support and enable conduits for efficient tacit and complex knowledge
exchange (Hansen, 1999; Hansen, 2002; Tsai et al., 1998). Conversely, the benefit of
weak ties - mostly measured by communication and contact frequency (Hansen, 1999)
- is reported to be instrumental in accessing non-redundant information (Granovetter,
1973) and creating new opportunities (Adler et al., 2002; Granovetter, 1973). Thus,
exploitative collaborative tasks based on codified and explicit knowledge require
rather weak ties (such as cross-selling activities), whereas explorative tasks based on
uncodified and tacit knowledge require rather strong ties (client referral and joint
product / market development) (Hansen, 2002; Hansen et al., 2005; Hansen et al.,
2001). That means that different kinds of tie strength are favourable with regard to dif-
ferent phases of knowledge sharing (Hansen et al., 2005).

Building and maintaining strong ties in particular require the investment of a great deal
of time and energy. Consequently, social utility and transaction content seem to direct
such an investment (Hansen et al., 2001; Krackhardt et al., 1994). We observed in our
study that joint product / market development activities require combining and inte-
grating the knowledge from different businesses in order to develop or detect new
business opportunities. Thus, this process can be seen as rather complex and tacit in
nature and requires strong ties. At the same time, strong ties also enable the access to
new linkages, which accounts for the necessary non-redundant and diverse information
sources needed in such an exploratory task environment.

In contrast, cross-selling activities represent a rather exploitative task requiring com-
plementary product know-how from the other business to enable cross-business colla-
boration. Thus, they require access to non-redundant knowledge, where weak ties seem
to be preferable. Weak ties seem also to be relevant for client referral activities in or-
der to access non-redundant new client and prospect information. However, weak ties
have the disadvantage of not supporting mutual will and support, which are equally
important for client referral activities. Consequently, strong ties would be preferable,
with the disadvantage that building and maintaining them requires high investment.
This would not necessarily pay-off as client referral activities - other than joint prod-
uct/ market development activities - have only a limited time horizon (please see table
4-2).

Middle managers in our study managed this trade-off by establishing a personal tie
based on a professional tie. This ensured a certain level of trustworthiness that enabled
both profiting from the advantages of weak ties to access non-redundant knowledge
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and compensating the disadvantages by establishing a certain level of mutual support.
Indeed, recently so-called “trusted weak ties” (Levin & Cross, 2004) have been identi-
fied as being preferable to strong ties as they have the potential to combine the struc-
tural advantage (access to new and un-redundant knowledge such as client or prospect
addresses) and relational advantage (trust and trustworthiness) in order to lead to col-
laborating in perceived high risk-taking situations.

(2) Trust dimension. The existing literature asserts that trust is needed in order to ena-
ble cooperative behavior (Jones & George, 1998; Mayer, Davis, & Schoorman, 1995;
Schoorman, Mayer, & Davis, 2007). Particularly in situations of interactions where
actors are unfamiliar with each other, trust is related to an expectation regarding the
general reliability of the other party involved, resulting in a judgment about the trust-
worthiness of the other (Zucker, 1986). These expectations are taken for granted until
they are violated. Particularly cross-selling activities are characterized by collaboration
between rather unfamiliar actors, governed to a high extent through market terms.
However, the risk that the other party will not satisfactorily meet the required know-
how or competence standard remains. Therefore, an ability-related trust — not neces-
sarily as a real experience but as an expectation - is needed as well in these kinds of
cross-business collaboration settings. Indeed, ability, competence or expertise is seen
as one characteristic of a trustee that determines trustworthiness (Lewicki & Bunker,
1996; Mayer et al., 1995; Sitkin, 1995).

Competency- or ability-based trust reflects the belief that the other party has the com-
petence, capacity, understanding, skills and resources necessary to act as expected
(Sitkin, 1995). In this sense, one can trust another party with regard to performing a
specific task related to his area of competency (e.g., supply of a certain product) but
may not be trusted with regard to another ability (e.g., initiative a contact with an im-
portant customer) (Mayer et al., 1995). In client referral settings trust in the ability of
the other party is not sufficient. As collaboration entails the referral of a contact or a
client, only one party will benefit. Thus, referring a client requires trust in the benevo-
lence of the other party that he will return the favor once the opportunity rises. Whe-
reas ability-based trust refers to the cognitive aspects of trust, benevolence-based trust
refers to its attitudinal and emotional aspects (Jones et al., 1998; Mayer et al., 1995).
Benevolence-based trust reflects the belief that the other party will do his best to fulfill
the expectations of the other party and will not intentionally violate one’s expectations
(Sitkin, 1995). In other words, goodwill- or benevolence-based trust is rooted in an
unconditional open commitment to exploiting new opportunities over and above what
has been explicitly promised (Sako, 1992).
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In situations where the personal aspect seems to be particularly strong and the situa-
tional factors particularly weak — such as client referral collaboration -, the emotional
and attitudinal elements of trust may have the greatest predictive power (Bigley &
Pearce, 1998; Jones et al., 1998; Mayer et al., 1995). That means that, in such situa-
tions, the affective dimension must join with the cognitive aspect of trustworthiness.
Our study shows that bilateral lunches and other forms of fostering personal conversa-
tion served middle managers engaging in client referral activities so that they were
able to quickly assess the others’ intentions and motives in order to build benevolence-
based trust. Indeed, assessing a partner’s trustworthiness and detecting opportunism as
quickly as possible are important antecedents for collaboration.

Communication frequency (Becerra & Gupta, 2003) as well as the ability to process
information in order ‘to read’ the other person and learn about his attitudes and values
seem to be the most important antecedents for collaboration (Carson, Madhok, Var-
man, & John, 2003; Jones et al., 1998). However, a personal bilateral relationship ac-
companied by benevolence-based trust does not seem sufficient for engaging in highly
uncertain joint product / market development with a long duration. This aspect of trust
became apparent in our study as a means of facilitating the development of a collective
identity and played a role particularly in joint product / market development activities.

Successful middle managers in this category of cross-business collaboration engaged
not only in dyadic but also in collective relationships by assembling people into task
forces, through ‘walking the hall’, by moving desks to co-locate, and by inviting whole
teams to drinks after work. In doing so, a common spirit and identification was able to
develop, unrelated to a specific business request or situation, but necessary for a conti-
nuous collaboration behavior.

The existing trust literature indicates that there must be an aspect of trust that goes
beyond ability-based and benevolence-based trust. It is referred to it as “value-based”
(Sitkin, 1995), “integrity-based” trust (Mayer et al., 1995) or as “identification-based”
trust (Lewicki et al., 1996). “At this level trust exists because the parties effectively
understand and appreciate the other wants” (1996:122). Thus, this aspect of trust might
explain the frequency and duration of cooperative behavior. At this level “the parties
not only know and identify with each other but come to understand what they must do
to sustain the others trust and thus are able to predict the other’s choices and prefe-
rences.” (Lewicki et al., 1996). On this level it becomes apparent that consistency with
past action is no longer sufficient, as an actor might act consistently in a self-serving
manner (Mayer et al., 1995). For identification-based trust one must share some of the
choices, preferences, desires or intentions of the other party (congruency) to be able to
respond and feel like the other and be able to develop a collective identity (Lewicki et
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al., 1996). Such a collective identity in turn serves as a source of trustworthiness, par-
ticularly in situations where repeated interpersonal relationships are not yet estab-
lished, changing or missing (Kramer, Brewer, & Hanna, 1996). It might even be able
to absorb individual experiences of violation in a particular personal relationship.

It has been reported that identification-based trust is particularly supported by co-
location (in the same building or neighborhood) and shared goals (Lewicki et al.,
1996). Hansen et al. (2005) found that the negative impact of spatial distance on com-
petence transfer between units of a multinational firm was mitigated by existing in-
formal relationships. Even though it was not part of the study, the identified informal
relationships may have facilitated a sort of identification-based trust that was able to
bridge the lack of geographical proximity in order to lead to a competence transfer
between the units. Successful joint product / market development activities seem to
need this kind of trust as the most efficient option for bridging the high perceived un-
certainty over a long period of time.

(3) Shared meaning dimension. The cognitive dimension of social capital suggested by
Nahapiet et al. (1998) refers to those resources “providing shared representations, in-
terpretations, and systems of meaning among parties” (1998:244). While mostly opera-
tionalized as shared goals and shared vision (e.g. Tsai et al 1998), the dimension in-
cludes as well a “shared language and code” which enables the mutual understanding
of organizational members, which in turn influences the motivation and the anticipa-
tion of value to be achieved. (Bolino, Turnley, & Bloodgood, 2002; Nahapiet et al.,
1998). As cross-selling is based on weak ties, it requires interaction with unfamiliar
actors, usually only for a one-time interaction. Thus, actors need to align their lan-
guage in each situation to be able to explain what they need and what they have to of-
fer.

The transfer of knowledge across organizational boundaries must be framed in a lan-
guage that the recipient can understand; otherwise, misunderstandings, different inter-
pretations of the same idea or disruptions might arise (Borgatti & Foster, 2003; Rea-
gans et al., 2003). Under such circumstances, the process becomes costly. Particularly,
interactions in the form of a range of boundary-spanning weak ties require communi-
cating what we know to outsiders and thus enabling formation of a common language.
This has proven to be particularly the case for explicit or codified knowledge (Hansen,
1999). Thus, in cross-selling situations, a shared language seems to be relevant in or-
der to ease collaboration efforts.

In client referral activities, a shared language did not seem to be sufficient; however,
very few researchers have focused exclusively on the aspect of shared values (Nohria
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& Ghoshal, 1994). Most of the literature refers to the concept of shared vision, incor-
porating mainly the concept of shared goals and shared values (Li, 2005; Tsai et al.,
1998). However, client referral collaboration might require us to think about them sep-
arately.

Although shared goals can be identified in client referral situations, competitive ten-
sions can potentially arise in the wake of deciding #ow to go about achieving these
shared goals. This was particularly obvious when it came to shared sales pitches. Whe-
reas middle managers of the one business - used to dealing with private clients - in-
itiated the conversation with small talk about the weather, the other business - used to
dealing with busy corporate clients - entered the conversation in an aggressive sales
manner. This shows that even in settings where goals are shared, a common value base
seems to be important (Williams, 2001). Simply the fact that members of other groups
have different ‘ways of doing things’ might impair the pursuit of a joint goal. Minor
conflicts over the best means of achieving a shared goal can lead to a negative effect
(Williams, 2001). In client referral collaboration, shared values seemed to be neces-
sary to bridge these different styles.

Moreover, a shared vision seems to be particularly important in joint product / market
development. Nahapiet et al. (1998) refer to shared vision as a collective identity em-
bodied by the collective goals and aspirations of the members of an organization. This
concept has been studied in order to understand cooperative behavior. Particularly
where goals are in competition, a shared vision might bridge and harmonize the con-
flicts and facilitate a common orientation and identification (Li, 2005; Nahapiet et al.,
1998; Tsai et al., 1998). Thus, a lack of a shared vision becomes particularly proble-
matic in situations of dissimilar interests over a long period of time, which is the case
in intra-organizational joint product / market development across businesses.

The results of the survey showed that shared vision ratings were overall higher than
trust ratings (please see 4.4.4) and were particularly high among highly engaged mid-
dle managers (the group that engaged in joint product / market development). Thus,
we conclude that shared vision plays a particularly important role for this kind of
cross-business collaboration. Indeed, a recent study showed that shared vision was of
higher importance in intra-organizational settings than in inter-organizational settings,
as the latter are based on mutual interests for a restricted time, whereas intra-
organizational settings are based on relationships that are rather long-lasting in nature
and where goal disparity seems to be higher (Li, 2005).

In sum, we conclude that different cross-business collaboration settings (cross-selling
activities, client referral activities and joint product / market development activities)
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vary with regard to the intensity of social capital needed. Stated formally as an over-
arching proposition:

Proposition 1: Different types of cross-business collaboration activities (cross-
selling, client referral and joint product / market development) are related to different
intensity levels of social capital (weak, semi-strong, strong).

For each cross-business collaboration type, the following sub-propositions can be de-
rived:

Proposition 1a: Cross-selling is most efficiently facilitated through weak social capi-
tal that is a function of weak professional ties, ability-based trust and shared language.

Proposition 1b: Client referral is most efficiently facilitated through a semi-strong
social capital that is a function of weak personal ties, benevolence-based trust and
shared values.

Proposition 1c: Joint product / market development is most efficiently facilitated
through strong social capital that is a function of strong ties, identification-based trust
and shared vision.

In order to elaborate the contribution of leadership development for the development
of the required social capital, we theorize in the next section on how social capital is
developed in cross-business collaboration settings and how the dimensions interrelate
based on our observations. This refers to the second part of the first research question:
How does social capital contribute to middle managers’ cross-business collaboration
activities (1) and how is it developed (2)?

5.1.3 Perspectives on Social Capital Development

As concluded in 5.1.2, cross-business collaboration activities vary with regard to the
degree of perceived uncertainty involved and the intensity of social capital that is re-
quired to lead to a successful realization of the respective value creation potential. In
order to promote social capital by leadership development, however, it is necessary to
understand how social capital emerges and is developed in cross-business collabora-
tion settings. According to our observations, the development of cross-business col-
laboration types is accompanied with the development of the respective social capital.
Thus, it is proposed that the intensity levels of social capital we have distinguished
(weak, semi-strong, strong) need to be considered as specific social capital develop-
ment stages that are interrelated and reinforce each other. As they seem to emerge
from each other over time, they are proposed to be path-dependent in nature. Further,
it is suggested that specific interaction-related experiences — contact-, assimilation and
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identification-experiences - are most likely to facilitate the development of the next
stage of social capital, which in turn encourages engagement in the respective cross-
business collaboration activities. Figure 5-2 summarizes this idea, which will be dis-
cussed step by step in the following paragraphs, supported by findings and empirical
evidence from the study, and a discussion in the light of the existing literature.

Weak Social Capital
« professional weak ties . . .
Semi-strong Social Capital
« ability-based trust

« shared language * personal weak ties Strong Social Capital

* benevolence-based trust
* strong ties
« shared values .
« identification-based trust

« shared vision

Contact-Ekperience Assimilation-Experience Idenficatfon-Experience

Joint Product / Market Development Activities
Client Referral Activities
regular knowledge sharing

activities, job-rotation, cross-
business offsites

exchange on single
Cross-selling Activities prospects, acquisition-
meetings, joint sales pitches,
product and service supply, referrals
joint client meetings and
events

Time

Figure 5-2: Social Capital Development in Cross-business Collaboration (Source. author,
basic idea derived from Lewicki et al. 1996:124)

Findings and Empirical Evidence. We found that cross-business collaboration starts
with cross-selling activities, based on which the two other forms subsequently emerge.
This was observed on an organizational as well as on an individual level. We refer to
4.3.1 where we reported in the case study that cross-selling activities, client referral
and joint product / market development emerged in the organization in a sequential
manner after the strategic reinforcement of the integrated business model at SubFi-
nanceCorp that began in 2002. Therefore it is not surprising that cross-selling activities
were the first and most widely experienced form of cross-business collaboration
among the middle managers under study. However, there is a difference between the
middle managers with low and high engagement. Whereas middle managers with low
engagement mainly have experience only in cross-selling activities, highly engaged
middle managers have experience in all three types of cross-business collaboration
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types (please see 4.4.3 and appendix). According to the highly engaged middle man-
agers, it seems that cross-selling is a good starting point for cross-business collabora-
tion because it does not require intense social capital. Each collaborating party plays it
safe as they need each other in a complementary way. Conversely, client referral and
joint market development activities need stronger forms of social capital with different
characteristics. Thus, they emerge subsequently.

“Knowing each other is the basic condition. And at the moment, we are still in the
egoistic phase where business 1 wants to make a deal and needs business 2 for it — or
the other way round. Thus, I think knowing each other is necessary as one has a need
and so the barrier to contact is lowered. You contact somebody because you yourself
will benefit from it. However, you need to know the other party so that it is handled
properly. But I’m not speaking here about the development of new business ideas. For
that you need a next stage. I’'m only talking about one party wanting to do business for
which they need the other side. And in that case, knowing each other is sufficient. But
to sit together and develop new market development ideas, you need more. In that
case, you need an intensive dialogue.” HL-CBCO05

“I first met the other businesses at a sales event. [...] And there you have the opportu-
nity to get to know the people personally. You recognize whether they are a good
match or not. And since then the contacts have developed continuously. [...] The col-
laboration is not limited to the cross-selling activities, but through the products, we
have grown together. They know that we need new clients and we get a lot of referrals
from them now as they know a lot of potential clients for us [for the respective seg-
ment]. [...] And thus, by way of the collaboration in cross-selling activities I have al-
ready gotten one or another client referral. And in doing that, the collaboration has be-
come more and more intense - in terms of revenue and client franchise growth, but
also with regard to discussing market needs in general [market and product develop-
ment activities].” HL-CBC03

The argument that cross-business collaboration performance is contingent on the de-
velopment of social capital is further supported by the observation that overall experi-
ence and performance in cross-business collaboration did not seem to be related to
tenure (please see 4.4.2). In other words, time and exposure per se do not seem to ex-
plain the differences in the cross-business collaboration performance of middle man-
agers in a satisfactory manner. Rather, it seems that middle managers with higher en-
gagement levels were able to develop their first contact experiences further to the next
stages of social capital, which then encouraged them to engage in higher levels of
cross-business collaboration activities.
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“Let me think... I’ve been with the firm for the last eight or nine years, and would say
I started with contacts seven years ago, mainly through business. We sell financial
products to the external market but also internally to the private client segment.
[...JAnd in doing that, the contact came automatically and since then it has intensified
continuously. And of course it is helpful to have a common business model that sup-
ports it.” HL-CBC23

“Each time I start somewhere I try to enter the situation without prior expectations.
[...] And maybe the most important thing is the approach. If I make a new start some-
where, I try to ignore everything that others might think about me. I do not take things
personally. I let myself be ‘assimilated’ [influenced] by the others without losing my
own self. I concentrate on my task as my core interest. And then I let others ‘assimi-
late’ [influence] me, try to understand the mindset of the other party, in order to an-
ticipate which kind of benefit they could enjoy. So I don’t only focus on my own
benefit.” ML-CBC09

Indeed, as presented in the section above, middle managers with a higher level of en-
gagement pursued personal contact activities beyond business contacts in order to
evaluate the intentions and attitudes of the other party and assimilate their differences.
Positive experiences validated their trust decision and encouraged them to engage in
further collaboration, which provided them with more information and knowledge
about the other business, including their attitudes, intensions and interests. Putting
themselves in the others’ shoes enabled over time the assimilation of the differences
and playing those differences to their strengths in the collaboration situation.

“[There was an opportunity a]nd at that time, it was very nice that the colleague of the
other business asked me ‘Listen, | have some client contacts. Can you come with me?’
There was no compelling reason to say yes, but I did anyway, and that was the reason
why we have still have an understanding and trustful relationship today. By going with
him, I got to see how he worked, and he heard what I said to the client. Our styles and
thinking were a match. We could pass the ball to each other. It was clear that it was ei-
ther something for his business or for me. [...] These common conversations helped
me to experience what the other person experienced. And also his perspective. They
have much more focus on higher volume but still they can explain it and it helps to
mitigate prejudices. And this was one of the most motivating factors and has led me to
engage in about 10-12 contacts until today [...].” ML-CBCO08

As indicated in section 5.1.2, highly engaged middle managers went beyond dyadic
relationships and strove for the development of a common team spirit through get-
togethers that they initiated themselves (e.g., ski-weekend, drinks after work, etc.).
They were looking for such opportunities and acknowledged the importance of such
platforms beyond business to create a common identification, whereas middle manag-
ers with lower experience levels were rather reluctant to use such social events as an
opportunity to relate it to their personal identity.
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“Maybe I am somebody who has very limited experience. Maybe there are others who
have much more experience than I do. And sometimes I ask myself whether I might
not have the right network. But I am not the one going there and telling them: here I
am. You need possibilities. [...] And I am not talking about the year-end party, as you
will not stand beside each other at such an event and talk about potential deals. I’'m not
always a banker. Sometimes I want my privacy. And if I’'m sitting on a plane, I just
want my own space [...].” LL-CBC04

“And informally, you know a handful of colleagues who you sometimes go for a beer
with after work. But that’s nothing special. I got to know them based on business col-
laboration and it’s natural for me to ask them ,,where do you live, what do you do” and
that’s how it starts. But very selectively. I am not a person who actively networks. I’'m
not willing to sacrifice my time for that. Instead, I approach somebody if I have a
business topic. And not according to the ‘principle of indiscriminate all-round distribu-
tion”.” LL-CBC10

Highly engaged middle managers were able to use their strong social capital not only
as an enabler for joint product / market development but also as a stepping stone to
engage in new inter-personal linkages to the other business.

“It was helpful that my former boss changed businesses because he’s now a very good
connection for us with the other business, which provides us with a very good point of
entry. Direct contact [with him] is not necessarily very close anymore, but it is helpful
to know somebody there. That helps particularly for new contacts.” HL-CBC18

“[...]I call somebody who I don’t know, but maybe I can refer to a colleague who has
already had good experiences with me and in the end you ask if we could meet for
lunch to get to know each other. [...]” HL-CBC05

Consequently, highly engaged middle managers were able to distinguish different
qualities and stages of social capital needed in a cross-business relationship, such as
knowing each other and the business as a basic condition (contact), but, just as impor-
tantly, trust each other’s goodwill enough to refer a name (benevolence-based trust),
and a common shared vision in order to realize cross-business collaboration on a long-
term basis (identification).

“I change jobs every two to three years. And now for the first time I’ve stayed a bit
longer at one place and I recognize that I can reap the fruits of my labor. I was not
aware of that. But this is especially the case in a relationship business, where you work
in a network with others. [...] In the beginning, I thought I needed to change jobs
every year to make a career. I thought that if you stay too long at one place, your
learning curve is just too flat. [...] But today I recognize that my learning curve is not
flat anymore because the learning curve as such did change. Before, the learning curve
for me was technical business knowledge. Today, the learning curve is mutual under-
standing, experiencing how you can move people [to engage in collaboration] and how
to move the firm. That was not clear to me in the beginning.” HL-CBC22
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“A certain level of technical skill and business understanding is necessary in all busi-
ness groups. Since you all come from different organizational cultures, it is helpful to
be open and accept others’ ideas and approaches. That you don’t just say, | want to do
this my way, as we do it in our business, otherwise I’'m not interested. You should be
willing to be open and ready to discuss things. Being willing to step back from your
ideas and willing to compromise - I think that is most important.” HL-CBC23

In contrast, we have shown in the section above that middle managers who had mainly
only engaged in cross-selling activities did report of having some casual contacts that
they do not maintain and develop consciously (section 5.1.2). Even though some of
them also reported client referral activities, it seemed that they had stopped to develop-
ing their cross-business social capital further because they had experienced disap-
pointment, mostly in the form of a violation of trust.

“We had the experience that when we referred a client to the other business, we never
heard back from them. And I can report this from my own experience. I was visiting a
client in M. and called him to ask him how he was doing, etc. And then he said ‘Great,
thanks. Your colleague was here and just left” First, I tried to remember which col-
league that could have been. Normally, we know if a colleague is going to see an-
other’s client, and I was sure they would have told me. That was pretty strange. And
even it was very embarrassing. I finally decided to ask the client who it was and then |
realized it was a colleague from the other business. And such situations are just embar-
rassing. That resulted, of course, in some general resentment. A person can’t just go to
our clients and not tell us about it.” LL-CBCO01

“With regard to someone from the other business, I kind of miss the honesty. This is
related to the topic ,.selling™. [...] If I am a client relationship manager, then I’m the
one who does the selling. But I’ve had this gut feeling lately that they’ve been “sell-
ing” too much. But I want to get the product offering, complete with all of its advan-
tages and disadvantages. I want to have the feeling that I’'m getting honest informa-
tion. And in the meantime I’ve gotten to the point where I feel like I’'m at a car dealer-
ship and they’re hawking their cars to me. [...] I already know how to sell a product to
the client. But if I have the impression that they are giving a creating a false picture of
the world, I will lose trust in them. And then my motivation to collaborate will de-
crease because I don’t have a good feeling about the whole thing anymore. [...] And
the problem with such a negative experience is that you sit in the next presentation and
you start looking for mistakes.” LL-CBC14

Thus, we suggest that the different levels of social capital represent development stag-
es that develop gradually as the parties move from one stage to the other and thus are
path-dependent in nature. A contact-experience, an assimilation-experience and an
identification-experience facilitate the development of the next stage.
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Discussion. From a development perspective, we will discuss all three dimensions of
social capital in an integral way, accounting for their dynamic and interrelated nature
(Tsai et al., 1998). The existing literature on social capital and its dimensions considers
the development perspective from multiple viewpoints and contexts but rarely is it pre-
sented as a comprehensive concept. Thus, we refer to several literature sources,
namely, social network and social capital literature as well as trust literature that fo-
cuses on the inter-personal and inter-unit level. In the following paragraphs, we first
discuss the overall (1) path-dependency of social capital development, the (2) devel-
opment stages of social capital and will subsequently refer to the respective develop-
ment enablers, such as (3) contact-experience, (4) assimilation-experience and (35)
identification experience.

(1) Path-dependency of social capital development. In cross-business collaboration
settings, different intensity levels of social capital (weak, semi-strong, strong) repre-
sent development stages that are path-dependent in nature. That implies that one stage
is developed from the other and thus includes the respective prior stage(s). In doing so,
the social capital development from weak to strong forms facilitates the expansion of
cross-business collaboration engagements. Indeed, the literature suggests that social
capital is not only the outcome of social interaction but as well the antecedent of form-
ing and accessing new linkages on an inter-personal, inter-unit as well as inter-
organizational level (Gulati, 1995; Kildufff et al., 2003; Tsai, 2000; Tsai et al., 1998).
Thus, prior relationships influence future relationships to a high degree and thus need
to be considered in a dynamic and path-depend way.

Trust literature suggests as well a path-dependent nature of social capital development.
It is referred to as a sequential iteration in that trust on one level enables the develop-
ment of trust on a next level (Lewicki et al., 1996). Moreover, relational resources,
such as trust, are particularly intertwined with the development of a shared meaning
and sense, and a collective identity (Tsai et al., 1998; Nahapiet et al., 1998). This in
turn enables a high level of trustworthiness in situations where inter-personal relation-
ships are missing (Kramer et al., 1996; Zaheer, McEvily, & Perrone, 1998).

(2) Development stages of social capital. Based on the observations in our study, we
suggest that the three groups of investigated middle managers seem to be in different
maturation stages with regard to the development of their social capital toward other
businesses. Middle managers without or with very few contacts to other businesses
indicated very high trust and shared vision ratings (please see 4.4.4). Their positive
expectations about the quality and know-how of the other businesses might be seen as
a form of undifferentiated idealization, which might also occur in a recruitment situa-
tion when an employee is hired from an external company. Based on our interviews,
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these high ratings can be interpreted as high-levels of ability-based trust in the sense of
expected trustworthiness compensating real relationship experiences (Zaheer et al.,
1998). Conversely, moderately engaged middle managers seem to be in an evaluative
stage, as they indicate relatively low levels of trust toward other businesses. With the
help of the interviews, we observed that these ratings were mostly driven by first-hand
experience with disappointment.

Finally, highly engaged middle managers seem to be in an accommodative stage
where they know the other party already very well and have confidence in their ability
to negotiate the differences. In the absence of an existing comprehensive social capital
development model for inter-personal working relationships, we build our discussion
about the idea of path-dependent development stages on the organizational trust litera-
ture, i.e., the development model of Lewicki et al. (1996), which provides a highly
elaborated developmental perspective for inter-personal working relationships. This
implies that we focus first on the development of the #rust dimension as the central
quality aspect of social capital and discuss subsequently how the dimensions of tie
strength and shared meaning may enable, facilitate and reinforce this dimension.

The literature acknowledges that trust is a dynamic phenomenon adopting a different
character on each stage (Lewicki et al., 1996). Even though the authors focus on work-
ing-relationships, they provide a short excursion into romantic relationships, which is
helpful in understanding the development dynamics of trust on an inter-personal level
(Lewicki et al., 1996: 118).

In the romantic love stage, the partners experience an idealization of each other, which
implies that trust is undifferentiable in its initial stage. In the next stage, partners start
to evaluate each other. Sustained contact reveals imperfections, which results in a
stepping back to evaluate the ‘pros and cons’ of the relationship. In this stage, partners
learn to respond to and to trust each other. In the third, accommodative stage, they ne-
gotiate conflicting needs, expectations and perceived incompatibilities. They decide
that although they might not know everything about the other, their ability to resolve
differences leads them to sustain the relationship.

Lewicki et al. (1996) apply this model to working-relationships and indicate that even
though work relationships do not start with intense emotionality, the processes of
evaluation and information exchange are comparable. In this sense, we found equiva-
lent dynamics with regard to social capital development in cross-business collabora-
tion among middle managers. It was shown that, based on their initial professional
contacts (e.g., cross-selling), highly engaged middle managers were able to develop
one stage from the other and finally reached a level of unconditional trust, as they be-
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lieved, independently of any distinct business situation, in similar entrepreneurial atti-
tudes and a shared vision that encouraged their engagement.

Indeed, the literature suggests that trust as an important ingredient of social capital
usually starts to develop in a working relationship bound to a certain task or condition
(Jones et al., 1998). If these first contacts based on certain tasks develop in such a
manner that they confirm the validity of trust, the parties might engage in repeated col-
laboration. As a buy-product, the parties gather more knowledge about each other, par-
ticularly about the attitudes and intentions of the other. Both are necessary ingredients
for the other stages of trust, such as benevolence- or identification-based trust.

Thus, repeated interaction creates enough evidence to get to know the other more
deeply than only in one situation and enables a rather unspecific sort of trust toward
the other party beyond a certain situation. Jones et al. (1998) describe this sort of de-
velopment as a transition of trust from a conditional to an unconditional state.
Whereas conditional trust is bound and structured through a certain task or situation,
unconditional trust starts when individuals abandon a certain condition, i.e., task or
situation. There, shared values, attitudes or emotions structure the social situation and
become the primary vehicle through which trust is experienced (Jones et al., 1998).
This engagement is mostly drawn from empirical evidence of repeated behavioral in-
teractions.

However, as has been seen, not all relationships developed to further levels of cross-
business collaboration (and thus stronger forms of social capital) as that requires an
energy and time investment which is not always desired or necessary. Particularly, as
in cross-selling activities, if the relationship is heavily regulated, or if nothing more
than arm’s-length transactions are pursued, no further development of social capital is
desired (Lewicki et al., 1996). On the other hand, a lack of further development of
higher levels of social capital intensity might be rooted in negative experiences or a
violation of trust as seen particularly among the moderately engaged middle managers.

In worst case the disruption experienced might result in distrust, with limited possibili-
ties for remedies (Lewicki et al., 1996; Sitkin, 1995; Sitkin & Roth, 1993; Sitkin &
Stickel, 1996). This seemed to be particularly the case if middle managers did not have
the support and time to develop social capital from one stage to the other, if they per-
ceived that one step was left out, or if they were stuck in one stage. This indicates the
particular importance of also considering potential negative effects of failed social
capital development that might impact even more than positive effects (Labianca &
Brass, 2006). As not all relationships will go through all stages, middle managers in an
organization engage simultaneously in working relationships at different stages of
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trust. Our study indicates that highly engaged middle managers indeed maintain work-
ing relationships with other businesses in all three stages of trust, whereas middle
managers with low engagement seemed not to develop their relationships past the first
(weak form) or second stage (semi-strong form) of social capital.

We observed that moving from one stage to the other involves a shift in the perceptual
or experienced frame of the relationship: from experiencing contrasts, to experiencing
sensitivity to assimilation, to experiencing personal identification (Lewicki et al.,
1996). We refer to them as contact-experience, assimilation-experience and identifica-
tion-experience and discuss in the following paragraphs how they are enabled, consid-
ering the interrelation between the quality dimensions of social capital, i.e., tie
strength, trust and shared meaning.

(3) Contact experience. It is obvious that organizational factors, such as hierarchy
(vertically) and division of labor (horizontally) influence the formation of ties (Krack-
hardt et al., 1994). Tsai (2000) showed in his study that the strategic relatedness of two
units helped to create new inter-unit linkages. This seems to be particularly the case in
cross-selling activities. The strategic relatedness between client relationship units of
one business and the services and product offering units of the other business influ-
enced the formation of contacts between the respective businesses based on concrete
business opportunities such as client requests. These professional ties were accompa-
nied by ability-based trust, fuelled through a contact-experience over the phone, by
email, at a meeting or an event, and finally, good delivery quality. A mutual under-
standing of each other’s business was enabled through a shared language that in turn
facilitated engagement in further contacts. In this sense, organizational structures,
mergers and acquisitions or other organizational events (e.g., downsizing) influence
first and foremost the network formation and dynamics in an organization (for an
overview Brass et al., 2004). However, middle managers report that a contact-
experience is also fostered through formally organized platforms such as trainings, off-
sites, seminars and the like.

(4) Assimilation-Experience. In cross-business client referral activities, however, a
professional and formally channelled tie was no longer sufficient. To engage in this
form of cross-business collaboration, an assimilation-experience on the inter-personal
level encouraged the development of this stage of social capital. At this stage, en-
gagement in collaboration only resulted in value creation if a professional, a personal
and a rather informal interaction could be established that enabled the management of
the higher level of uncertainties involved. Successful cross-business collaboration oc-
curred if both parties were able to agree on a common set of attitudes and values re-
garding the coordination of the interface with each other. Indeed, the formation of in-
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formal inter-personal ties usually goes hand in hand with perceived actor similarity,
particularly attitudinal similarity (e.g., Mehra et al., 2006; Granovetter, 1973). While
actor similarity is, on the one hand, discussed as an antecedent of social interaction
(e.g., with regard to race or gender), it is also considered to be a consequence of inter-
action in the sense that actors who interact become more similar, e.g., with regard to
their attitudes (Umphress, Labianca, Brass, Kass, & Scholten, 2003).

In client referral situations it seems that highly engaged professionals were indeed ca-
pable of creating actor similarity through the agreement on a subset of shared values
and attitudes to bridge divergent business approaches. Thus, they developed the neces-
sary foundation for benevolence-based trust. Whereas in cross-selling settings, ability
and know-how are the primary sources for developing trust, in client referral situa-
tions, unconditional trust based on goodwill becomes the most important source of
trust experience (Jones et al., 1998). In fact, referring a client to another colleague in-
volves both trusting that the colleague will treat the client in a professional manner
without causing disappointment (ability-based trust) and that he will not only pursue
his own interests and will also reciprocate with a shared contact (benevolence-based
trust).

As the approaches of the three businesses have been proven to be different, a common
belief in the shared values harmonized divergences and competitive situations among
the middle managers. The literature suggests that shared goals, vision and values act as
both, motivation for engaging in collaborative behavior as well as anticipation of the
value to be achieved through collaboration (Nahapiet et al., 1998; Li, 2005). In this
regard, shared values seem to help to create in particular the motivation to engage in
cross-business collaboration and facilitate taking on the risk of trusting each other.

(5) Identification-Experience. The investment in strong ties did pay off particularly
well in rather ambiguous collaboration settings such as joint product / market devel-
opment. Highly engaged middle managers had different kind of ties in terms of their
strength and were able to initiate and maintain the tie strength required efficiently.
However, they developed tie strength not only on an individual basis but also on a col-
lective level by initiating get-togethers, such as drinks after work, ski-week-ends, etc.
In that way, they enabled an identification-experience beyond a business situation that
clearly exceeds individual benevolence-based trust. It seems that highly engaged mid-
dle managers were able to develop the necessary social capital, balancing all required
dimensions in such a way that they reinforced each other.

Since in joint product / market development activities goal conflict exists to a high
extent between the businesses, it is not astonishing that these middle managers pointed



Analytical Generalization 155

out the particular importance of a shared direction and vision to rely on, whereas in
cross-selling activities a shared language and understanding of each business seemed
to be sufficient. The shared vision items were rated overall higher in the survey than
the trust items, and highly engaged middle managers indicated the highest ratings
(please see 4.4.4). Shared vision seems to play a particularly important role in enabling
the necessary sort of trust in order to engage in this kind of very uncertain and risky
collaboration activities.

As seen above, a shared vision acts as a resource influencing both the anticipation of
value to be achieved through collaboration and the motive to combine and share
knowledge (Nahapiet et al., 1998; Li, 2005). As relationships within an organization
are rather long-lasting in nature and goal disparity seems to be higher, shared vision is
of higher importance in intra-organizational settings with regard to enabling an organ-
izational identification than in inter-organizational ones (Li 2005). It also seems to be
of particular importance in cross-business collaboration settings.

In a more general manner, this is acknowledged by social capital literature, which em-
phasizes the relevance of a shared understanding, values and vision to enable an over-
all organizational identification that facilitates resource combination and collaboration
(Nahapiet et al., 1998). Organizational identification in turn facilitates and influences
the decision to trust in collective settings in the absence of personal relationships
(Kramer et al., 1996; Zaheer et al., 1998). In this respect, strong social capital might
not only serve to maintain and develop the existing collaboration relationships for,
e.g., joint product / market development but also enable creating and engaging in new
interactions without existing prior personal experiences, as required in cross-selling
activities. Indeed, as seen in the section above, most highly engaged middle managers
reported that contacts to other businesses have been mediated through their own strong
ties, such as, e.g., former superiors.

In sum, we propose that a development of cross-business collaboration activities from
cross-selling to client referral and joint product / market development activities in-
volves developing the respective social capital in a path-dependent manner through a
contact-, an assimilation- and identification-experience. Stated formally as a proposi-
tion:

Proposition 2: The development of cross-business collaboration activities (from
cross-selling to client referral and product development activities) is related to the de-
velopment of cross-business social capital (from weak to strong forms), which is fa-
cilitated through specific interaction-experiences (contact-, assimilation- and identifi-
cation-experience).
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For each social capital development stage, this can be concretized in the following
way:

Proposition 2a: Weak forms of social capital that lead to successful engagement in
cross-selling is most likely facilitated through a positive contact-experience.

Proposition 2b: Semi-strong forms of social capital (including the lower level) that
lead to successful engagement in client referrals is most likely facilitated through a
positive assimilation-experience.

Proposition 2c: Strong forms of social capital (including lower levels) that lead to
engagement in joint product / market development is most likely facilitated through a
positive identification-experience.

5.1.4 Conclusion

This dissertation’s aim is to advance research on how leadership development contrib-
utes to strategy realization, i.e., cross-business value creation, in MBFs. As social capi-
tal among middle managers plays a central role in the strategy realization of an MBF,
we elaborate in particular on how leadership development contributes to the necessary
social capital of middle managers in such firms.

In order to be able to evaluate this contribution, we analyzed, in a first step, what kind
of social capital is required for cross-business value creation. Based on the results of
our study (please see chapter 4), we observed three different types of cross-business
collaboration, i.e., cross-selling activities, client referral activities and joint product /
market development activities, each of which aims for different kinds of growth syn-
ergies. With this differentiation in mind, we discussed in this subchapter our first re-
search question on a descriptive level: How does social capital contribute to middle
managers’ cross-business collaboration activities (1) and how is it developed (2)? In
our discussion, we mainly draw on a cross-case comparison between the three groups
of middle managers differing with regard to their engagement level in cross-business
collaboration.

As a first result of our study, we conclude that (1) the different types of cross-business
collaboration activities require different intensity levels of social capital. Whereas
cross-selling seems to go along with weak forms of social capital (weak professional
ties, ability-based trust, shared language), client referral activities involve what we call
semi-strong forms of social capital (weak personal ties, benevolence-based trust,
shared values). Finally, joint product / market development activities require strong
forms of social capital (strong ties, identification-based trust, shared vision). (2) Sec-
ondly, we conclude that the different levels of social capital involved represent devel-
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opment stages that are path-dependent in nature, i.e., emerge from each other, includ-
ing the respective prior level.

Based on our analysis, we propose an expansion and adaptation of the path-dependent
development model of Lewicki et al. (1996) for inter-personal trust development with
regard to the specific context of cross-business collaboration. Consequently, we enrich
it with the other quality dimensions of social capital, i.e., tie strength and shared mean-
ing and discuss its proposed development enablers: contact-experience, assimilation-
experience and identification-experience. These conclusions are stated formally in the
following propositions:

Proposition 1: Different types of cross-business collaboration activities (cross-
selling, client referral and joint product / market development) are related to different
intensity levels of social capital (weak, semi-strong, strong).

For each cross-business collaboration type, the following sub-propositions can be de-
rived:

Proposition 1a: Cross-selling is most efficiently facilitated through weak social capi-
tal that is a function of weak professional ties, ability-based trust and shared language.

Proposition 1b: Client referral is most efficiently facilitated through a semi-strong
social capital that is a function of weak personal ties, benevolence-based trust and
shared values.

Proposition 1c: Joint product / market development is most efficiently facilitated
through strong social capital that is a function of strong ties, identification-based trust
and shared vision.

Proposition 2: The development of cross-business collaboration activities (from
cross-selling to client referral and product development activities) is related to the de-
velopment of cross-business social capital (from weak to strong forms), which is fa-
cilitated through specific interaction-experiences (contact-, assimilation- and identifi-
cation-experience).

For each social capital development stage, this can be concretized in the following
way:

Proposition 2a: Weak forms of social capital that lead to successful engagement in
cross-selling is most likely facilitated through a positive contact-experience.
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Proposition 2b: Semi-strong forms of social capital (including the lower level) that
lead to successful engagement in client referrals is most likely facilitated through a
positive assimilation-experience.

Proposition 2c: Strong forms of social capital (including lower levels) that lead to
engagement in joint product / market development is most likely facilitated through a

positive identification-experience.

Thus, we expand the existing literature on cross-business synergies and organizational
social capital in several ways: (1) We contribute to a more fine-grained understanding
of growth synergies in MBFs, which only recently have began to be explored (Martin
et al., 2001, 2003). (2) We elaborate on the role of social capital within cross-business
collaboration settings as a specific kind of inter-unit collaboration which has not yet
been considered in social capital literature so far. At the same time, (3) we elaborate
on social capital as content- and context-specific construct.

The existing literature indicates that, indeed, social capital is not a content-independent
concept. The content of network ties (e.g., Burt 1997; Hansen 2002) as well as the
context (e.g., Li 2005) seems to matter in explaining how and to what qualitative de-
gree social interactions might encourage individual and organizational cooperative
behavior. However, those two elements are rarely considered. This study marks a step
toward the elaboration of social capital with regard to the particular content of cross-
business collaboration in the context of an MBF. (4) We specify different stages of
social capital intensity considering three quality dimensions (tie strength, trust and
shared meaning) and their efficient matching within a certain strategic context. In that
way, this study contributes to harmonizing the inconclusive results of social capital
research and makes a first attempt at a dynamic and context-related view.

Indeed, research on social capital and its dimensions (Tsai et al., 1998; Nahapiet et al.,
1998) still faces to some extent inconsistent results and conclusions. With regard to the
dimension of tie strength of social capital, for example, it appears that weak ties as
well as strong ties have been proven to be beneficial (Granovetter 1973; Hansen 1999;
Levin et al., 2004). With regard to the frust dimension, it seems that trust occurs on
different levels (Mayer et al., 1995; McAllister, 1995; Sitkin, 1995) and might not
necessarily be a linear concept in the sense of ‘the more, the better’ (Dirks et al., 2001;
Dyer & Chu, 2000; Mayer et al., 1995; Rosenkopf, Metiu, & George, 2001). More-
over, it has been shown that the shared meaning dimension is of greater or less impor-
tance, depending on inter-firm or intra-firm collaboration settings (Li 2005). Conse-
quently, searching for an ‘optimal’ level of social capital requires studying it in a more
detailed and dynamic manner regarding its integral dimensions within a specific con-
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text (Hansen et al., 2001; Reagans et al., 2003; Wicks et al., 1999). By presenting a
descriptive model of different social capital stages and their dynamics in cross-
business collaboration settings, we complement the existing social capital literature.

In discussing the first research question of our study in this subchapter, we have pro-
vided the necessary basis for evaluating the potential contribution of leadership devel-
opment to social capital development in cross-business collaboration settings. Our
second research question involves such an evaluation and will be discussed in the next
subchapter.

5.2 Leadership Development’s Contribution to Social Capital

5.2.1 Introduction

Having described how social capital contributes to middle managers’ cross-business
collaboration activities and its development in the preceding subchapter, we aim here
to evaluate the role of leadership development for the development of cross-business
social capital. This refers to the second research question: In which way do leadership
development experiences most likely allow middle managers to develop the necessary
social capital for valuable cross-business collaboration? In other words, we will dis-
cuss how leadership development enables the relevant social interaction experiences
(contact-, assimilation-, and identification-experience) for social capital development
in cross-business collaboration settings, as identified in the precedent subchapter.

It will be argued that (1) leadership development with a cross-business focus not only
contributed to human capital but also to the relevant social capital by facilitating the
respective interaction-experiences: contact-, assimilation-, identification-experience.
(2) However, it will be shown that a simple collective leadership development setting
(e.g., a cross-business mix of participants) is not necessarily sufficient to build all rele-
vant intensity levels of social capital (weak, semi-strong, strong) among middle man-
agers. It is proposed that, counterintuitively, some individual-based leadership devel-
opment practices have more potential than collective ones in facilitating stronger
forms of social capital.

By evaluating this research question, we are able to contribute to the existing research
on the impact of leadership development as a human resources management practice in
two ways. (1) First, addressing content, we elaborate on the impact on social capital
(tie strength, trust, shared meaning) and not - as is usually done - on human capital
(i.e., knowledge, skills and competences) (Krackhardt et al., 1994). This implies a per-
spective on leadership development that goes beyond the traditional view by focusing
on the employee relation (downward leadership) or the relation to the superior (upward



160 Analytical Generalization

leadership) and accounts additionally for the relation to peers (lateral leadership), who
are particularly important in cross-business value creation. (2) Secondly, we incorpo-
rate into our view all of the leadership development practices employed as viewed by
the middle managers rather than evaluating only the impact of one practice in an iso-
lated manner (Kepes et al., 2007). This involves turning our perspective from the in-
tention behind a practice (view of HR manager) to how the practice was experienced
(view of participating middle manager) (Purcell et al., 2007).

We have structured this subchapter in the following way. In section 5.2.2, we evaluate
and discuss the overall role of leadership development for the development of the rele-
vant social capital for cross-business collaboration. In 5.2.3, we further evaluate the
specific contributions of various leadership development practices based on the middle
managers’ experiences and their judgements about the potential for social capital de-
velopment. We draw our conclusions from a cross-case comparison of the three groups
of middle managers (please see chapter 4.4 and appendix), who differ with regard to
their engagement level in cross-business collaboration. This is followed by a discus-
sion in the light of the existing literature. Accordingly, each section begins with a
summary of the findings, followed by the empirical evidence and a discussion section,
which lead to formally stated propositions. Finally, in 5.2.4, we summarize the discus-
sion of the second research question, the propositions and our contribution to the exist-
ing research.

5.2.2 Perspectives on the Overall Contribution

As has been seen, the three groups of middle managers differ with regard to their ex-
perience, their performance achievements as well as their social capital (please see
chapter 4). In order to evaluate the contribution of leadership development on social
capital, we draw on a comparison of the highly engaged middle managers with the
moderately engaged middle managers as their social capital shows differences based
on their existing social relationships with the other business (and not based on expecta-
tions) (please see 4.4.4) Consequently, we believe that it is best to compare these two
groups in order to explain the differences in their social capital resulting from their
leadership development experiences.

In the following paragraphs, we compare these groups with regard to (1) their partici-
pation in leadership development with / without a cross-business focus and (2) their
participation in collective versus individual leadership development experiences. It
will be argued that participation in leadership development plays a role in facilitating
cross-business social capital. This is supported through a higher participation rate in
leadership development with a dedicated cross-business focus of highly engaged mid-
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dle managers compared to middle managers with a moderate level of engagement.
Moreover, highly engaged middle managers report more frequent participation in indi-
vidual-based leadership development, which enabled a self-reflection-experience.
Thus, we conclude that participation in individual leadership development practices
that enable self-reflection experiences is beneficial for cross-business social capital
development. We discuss our findings in the light of the existing leadership develop-
ment and social capital literature.

e Participation in leadership development with / without a cross-business fo-
cus

Findings. Controlling for cross-business collaboration engagement (and thus social
capital intensity), we compare the participation in leadership development practices
with a cross-business focus by highly engaged middle managers versus middle manag-
ers with a moderate level of engagement. As presented in chapter 4, a cross-business
collaboration focus implies that a) the leadership development practice was addressed
to participants of all three businesses (participant mix in leadership trainings, networks
and action learning), b) was focused on cross-business relationships (360 feedback
based on evaluators from other businesses; coaching that addresses particularly cross-
business relationships, and mentoring that involves a mentor from another business
group), and c) had cross-business collaboration topics (strategic collaboration projects
in action learning or presentations of best-practice cases of collaboration in network
events). It becomes obvious that such a focus is favorable for the relevant social capi-
tal development in comparison to leadership development practices that do not entail
exposure to other businesses and focus only on topics that are relevant for one’s own
business. Therefore, we argue that a higher participation rate facilitates the develop-
ment of necessary cross-business social capital.

Empirical Evidence. Looking at the survey results reveals that highly engaged middle
managers participated more in leadership development practices with a cross-business
focus. However, looking at the total participation numbers of both groups without con-
trolling for the cross-business focus, it appears that they show more or less the same
total average in participation (please see 4.4.5). This indicates that, indeed, the differ-
ence is not based on the participation in leadership development in general but in the
participation in leadership development practices with a cross-business focus. How-
ever, one could argue that a more intense social capital may result rather out of a
longer tenure or tenure in function than out of the participation in leadership develop-
ment practices. In other words, those managers who have been with the firm or in their
function for a longer period of time might have had more opportunities to build up
their cross-business social capital.
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Even though this study was not designed to carry out a quantitative analysis based on
inferential statistics to test for significant causal relationships, we processed a high-
level correlation analysis between tenure / tenure in function and social capital meas-
ures. The results (please see 4.4.5) provided us with no reason to assume a direct rela-
tion between tenure / tenure in function and social capital. Rather, it is assumed that
this relationship is mediated through leadership development.

Accordingly, we conclude for our study that participation in leadership development
with a cross-business focus plays a role in explaining differences in middle managers’
cross-business social capital. This assumption was further validated through the inter-
views. In general, highly engaged middle managers were able to report in a clear and
very self-reflected way of how their leadership development experiences affected their
behavior, whereas the middle managers with a moderate engagement level indicated
their development experiences in a less differentiated way. Moreover, highly engaged
middle managers’ most important leadership development experiences mainly referred
to the quality of relationships, whereas middle managers with moderate experience
discussed experiences with respect to the quantity of their contacts, i.e., broadening
their network at these opportunities, or about interesting content they had gained.

“What I really appreciated was having a program where one part was cross-business.
[...]- That was really good and has been my best development experience to date. Par-
ticularly the networking opportunities, the high management attention, which was
clear from the speakers they chose for the event. Also, there were two professors that
were extremely good. The whole program was somehow just cool. It lasted for three
and a half days and was very intense, was really motivating and a good program.”
ML-CBC29
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“I took part in a sequence in a leadership training program which I really impressed by
as it really elicited our inner responses and brought us out of ourselves without play
acting. [...] This was a small business simulation that lasted for two hours. There were
different hierarchies and the task was to build a bridge as a team. The team leader al-
ways got advice and had to go to the management. Pretty similar to what we do in
daily life. And there you could see that, despite all of the pre-exercises, communica-
tion between all parties failed. Communication from one party to the other wasn’t
clear and just broke down. Because of that, basically the whole project failed in the
end. That was one of my most valuable development experiences and inspired me to
really question things deeply and to anticipate concerns ahead of time. Particularly if
my superior goes to the management with things that I know more about than he does.
[...]1 I benefited greatly from it.” HL-CBCO05

Discussion. The evaluation of leadership development effectiveness is an ongoing de-
bate in Human Resources Management research (e.g., Collins et al., 2004). Only re-
cently was a dedicated call for research in this domain launched for a special issue of
the Journal Leadership Quarterly (2008). In general, two guiding meta-analyses in the
field of leadership development suggest that leadership development plays a role in
organizational performance but exhibits different kinds of effects on different levels
(individual, group, organizational) (Burke et al., 1986; Collins et al., 2004). To our
knowledge, however, the effect of leadership development on social capital has not yet
been evaluated in a comprehensive manner. As indicated in the preceding subchapter,
the assimilation- and identification-experience involved in integrating two different
business approaches effectively is critical for cross-business value creation, i.e., build-
ing up the necessary intensity in social capital. Leadership development experiences
with a cross-business focus try to expose the different business cultures to each other
in order to enable this assimilation experience. In this regard, leadership development
with cross-business focus might appear close to cross-cultural interventions that have
been shown to impact on organizational development (Hoppe, 2004). Moreover, most
literature predicts that the more leadership development is embedded in the real work
context, the higher the effects on leadership action will be (Hernez-Broome & Hughes,
2004; McCauley & Van Velsor, 2004b; Seibert et al., 1995). In line with the general
leadership development research, we propose that leadership development with a
cross-business focus can be seen as being more closely aligned with the business chal-
lenges and thus affects the development of the relevant cross-business social capital of
the participant. Stated formally as an overarching proposition:

Proposition 3: Participation in leadership development practices with a cross-business
focus is positively associated with the development of cross-business social capital.

However, evaluate the effect becomes much more complex as it might be moderated
by a variety of other factors. Accordingly, we will provide further evidence for this
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assumption by comparing in-depth the various leadership development experiences of
the investigated middle managers in the next section and fine-grain our proposition.
First, we analyze the proportion of participation in collective versus individual leader-
ship development practices.

e Participation in collective versus individual leadership development

Findings. Based on our theoretical argumentation, we subsume under individual lead-
ership development practices measures that enable individual development experi-
ences, such as 360 degree feedback, coaching, mentoring and job assignment. By col-
lective leadership development experiences, we understand those practices that enable
both individual as well collective experiences, such as internal leadership training, ac-
tion learning and networks/off-sites. As theoretically assumed (please see 2.3.2; table
2-1), collective leadership development practices with a cross-business focus seem to
be favorable for the development of cross-business social capital, whereas individual
leadership development practices seem to have only a limited potential to increase the
relevant social capital between units. However, considering all of the different social
capital development stages in cross-business collaboration settings, we argue that this
assumption is short-sighted. Turning the perspective to how the middle managers ex-
perienced these practices reveals that individual development practices with a cross-
business focus that enable a self-reflection experience are advantageous for developing
the relevant social capital as these practices enhance the ability to reflect on cross-
business collaboration experiences in a conscious way and to learn generally from de-
velopment experiences.

Empirical Evidence. Again we compare the two groups of middle managers with re-
gard to their participation in individual and collective leadership development prac-
tices with a cross-business focus. The survey results show that the highly engaged
middle managers participated on average more in individual leadership development
than in collective leadership development, whereas the moderately engaged middle
managers had more evenly distributed rates (please see 4.4.5). At first glance, this re-
sult is surprising as theoretically one would assume that collective leadership devel-
opment practices would be more favorable for social capital development than indi-
vidual practices. However, a consideration of how these practices have been experi-
enced by the middle managers, reveals this to be a short-sighted assumption. Highly
engaged middle managers spoke specifically of the value of self-reflection experiences
based on participation in individual leadership development practices, such as, e.g.,
coaching.

“What was very helpful was the coaching at the end of the program. That helped me
personally the most in getting to know myself and my own business profile, to assess
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where I fit in best in the firm and where I can create the most added-value. More gen-
erally, it helped me to identify where I can move beyond my comfort zone without ne-
glecting myself, which means bringing my strengths to the business.” HL-CBCO05

“What I appreciated about the local program was that it lasted for a longer period. The
trainer was at the same time a coach. And I had never had coaching before in that par-
ticular form nor had I given feedback. That enriched me personally very much - espe-
cially, analyzing 360 degree feedback together with the coach. And because of the
length of the program [ca. 1 1/2 years], the coach knew me better and was able to
evaluate the feedback that I received better. And I really didn’t believe that you could
analyze things so objectively and neutrally and provide an overview — individually but
also within a group — You always think that what you do is so complex that nobody
else can understand it. Of course, it is related to people’s willingness to open up. It
was interesting that you could basically reduce everything to the three or four issues
that were mentioned by most of the people. Even though they were from different per-
spectives and angles. And that was very beneficial for my personal development. I was
able to reflect on things differently so that I could understand why the other reacted
like they did, etc.” HL-CBC23

This self-reflection experience was also sometimes enabled through a mentor. How-
ever, it was not the mentoring as such but rather, the fact that the particular mentor was
able to take on the role of a coach.

“The most important experience for me was the mentoring, simply because I had a
very good mentor. He helped to reshaped me, so to speak, in such a way that I was
able to take a decision and take on this new job last autumn. He helped me to get to
know myself better, to familiarize myself with my own strengths and weaknesses.”
HL-CBC 05

“And I think that [accepting that the people from the other businesses are different and
that it’s ok] was the one experience that was maybe responsible for the success I have
today. In the beginning I would get very angry if I found out that the other business
was keeping something secret. And I would go and confront them by asking why this
or that had happened. And at a certain point I asked myself whether I might be the
problem. I then had several conversations with my mentor and finally understood
much better what was driving those people. And if you know that, you can better un-
derstand why certain products evolve, why they evolve in a particular market situation
and what they believe is in for their success. And by doing that I can now understand
those people’s attitudes and behaviors.” HL-CBCO06

This shows that even though participation rates in coaching were very low in absolute
terms and only marginally higher compared to the other middle managers (please see
chapter 4.4.5), this group seems to have engaged generally in more self-reflection,
which was also fostered by other kinds of practices. Conversely, middle managers with
minor experiences either wished to have more opportunities for self-reflection or had
reservations and did not see much value in it.
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“I think coaching would be very beneficial for me because it is a target-oriented reflec-
tion about your own actions; outside of the day-to-day business, moving to a meta-
level and rethinking the big picture from this perspective. That’s what I miss. There’s
just too much happening every day. You’re just stuck in your daily business routines
and you rarely raise your head up or look around and ask yourself whether it makes all
sense - what we do and how we do it, where could we improve - in the group but as
well as an individual. [...]” LL-CBC14

“I believe that coaching makes sense, particularly if somebody does it who has nothing
to do with your business and provides you with a totally different perspective. I am
convinced that this is more beneficial than if your superior does the coaching. And so,
I believe coaching could be handled in a more effective way in this firm” LL-CBC 20

Along with coaching, 360 degree feedback was also discussed as being central to the
self-reflection experience, particularly in combination with coaching.

“I appreciated it [360 degree feedback] very much at that time and I just did it again
recently. I think it is very meaningful to receive feedback across all hierarchy levels. I
must say that I learned a great deal from it. I discussed the results with my coach. It
was, for me personally, a really enriching experience - recognizing where my weak-
nesses are. Most people fear 360 degree feedback; I saw that as well in my team. [...]
But I think it has great potential for cross-business collaboration.” HL-CBC03

However, 360 degree feedback as a single event did not automatically lead to a valu-
able self-reflection experience, particularly among the group of middle managers with
a moderate level of cross-business collaboration engagement.

“360 degree feedback is always a bit difficult. It’s difficult to get really good, trans-
parent, comprehensible feedback. That’s always a bit.... I think you can do without it.
Often it just doesn’t reflect who you are properly and provides relatively meager bene-
fits. Sometimes it’s just not honest and ends up being very opportunistic.” ML-CBC29

“With it [360 degree feedback] human beings are sometimes too humane. They do not
want to hurt you. Therefore, I think the benefit of 360 degree is high but only in learn-
ing about the people who evaluate you rather than learning about yourself.” ML-
CBC25

Thus, it seems that the higher participation rate in individual leadership development
participation among highly engaged middle managers resulted in a higher self-
reflection capability. This capability enabled them, in turn, to reflect and learn from
any kind of experience and to develop stronger forms of social capital.

Discussion. The existing literature acknowledges the great importance of an ability to
learn from experience for leadership development effectiveness. “[...] leader develop-
ment outcomes are the result of an interaction of one’s ability to learn from experience
and a variety of well-designed developmental experiences. So in addition to providing
an integrated set of experiences to each individual, an organization must also help
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many individuals improve their ability or their willingness to learn.” (McCauley et al.,
2004:208). Indeed, particularly feedback-intensive development practices, such as 360
degree feedback, have as a key goal the enhancement of self-awareness and meta-
cognition in order to regulate one’s own learning and behavioral change. However, it
is acknowledged that this instrument will most likely only reveal its full potential
when coupled with measures that support reflection on the feedback (Atwater et al.,
2007; Chappelow, 2004; Hernez-Broome et al., 2004; McCarthy et al., 2007). If self-
reflection as a personal ability is lacking, even very ‘smart’ managers often derail as
they are unable to recognize the need for personal change or new behavior (Dotlich &
Cairo, 2003).

That self-awareness plays an important role in developing social capital has also been
proven in several social network studies. In this respect, some research found that an
accurate perception of the network (Casciaro, 1998), including the monitoring of envi-
ronmental cues and modification of individual behaviors to meet external expectations,
are characteristic of people at the center of a network (Mehra, Kilduff, & Brass, 2001).
Thus, we argue that the higher rate of individual leadership development practices en-
abled the development of a self-reflection capability. This capability, in turn, enhanced
the individual’s ability to consciously learn lessons from the specific challenges of
cross-business collaboration experiences or from other, e.g., collective, development
experiences and adapt his behavior in relationships.

Therefore, we add the following to the preceding proposition:

Proposition 3a: The development from weak to strong forms of cross-business social
capital is moderated by participation in leadership development practices with a cross-
business focus that enable self-reflection (e.g., through coaching).

In the next section, we will come back to this finding when we provide further evi-
dence on which leadership development practices contribute to the development of the
different social capital stages required for effective cross-business collaboration in an
MBF.

5.2.3 Perspectives on Distinct Contributions

In this section, we analyze which leadership development practices enabled the experi-
ences indicated to develop from one stage of social capital to the next in order to en-
courage engagement in the respective cross-business collaboration activities. Based on
the comparison of the three groups of middle managers, we argue that leadership de-
velopment practices can be distinguished with regard to their potential to enable a con-
tact-experience, an assimilation-experience and an identification-experience. When
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considering the different social capital stages and their respective development en-
ablers, leadership development practices are categorized according to their potential to
most likely enable the relevant experiences and thus the respective intensity of social
capital between units.

We argue that cross-business action learning and job assignment encompass the po-
tential to develop all stages of social capital from weak to strong forms. Cross-
business leadership training and 360 degree feedback offer the potential for a contact-
and a subsequent assimilation-experience, whereas networks and mentoring poten-
tially support only the initial contact experience. It becomes apparent that the devel-
opment of strong forms of social capital requires a higher resource investment in terms
of time and costs. We offer a differentiated evaluation of the contribution of leadership
development practices to social capital development in cross-business collaboration
settings in order to draw conclusions regarding the strategic alignment of the respec-
tive development investment.

The following figure summarizes this idea and will be discussed in more detail in the
following paragraphs.
Cross-business
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Figure 5-3: Leadership Development’s Contribution to Social Capital (Source: author)
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We validate our model through the comparison of the three groups of middle managers
(low-level, moderate-level and high-level engagement), who differ with regard to their
performance in cross-business collaboration and their cross-business social capital.
Analogously to the preceding subchapter, we refer to the group of middle managers
with overall low-level engagement for our discussion of the contact-experience (rele-
vant particularly in cross-selling activities). With respect to assimilation-experience
and identification-experience, we search for evidence among the moderately engaged
middle managers compared with the high-engaged cross-business collaborators. By
contrasting these groups, we will show that differences in social capital seem to be
related to the different social capital experiences they encountered (or did not encoun-
ter) with the help of leadership development. Further support is provided by embed-
ding the findings in the existing literature and research in management and leadership
development.

e Contact-Experience

Findings. As proposed in the preceding subchapter, contact-experience with the other
business most likely enabled weak forms of social capital necessary in cross-selling
activities. Such contact-experience enabled in particular the necessary understanding
of the other party’s business in order to develop ability-based trust. This contact-
experience was actually supported by any one of the leadership development practices
with a cross-business focus indicated, except coaching and 360 degree feedback
(5.2.2) as these practices build on the assessment of and reflection on existing contacts.
Thus, we argue that networks / off-sites as well as cross-business mentoring might be
the most efficient practices to enable the necessary contact-experience when only weak
forms of social capital are required (such as in cross-selling activities). At the same
time, these leadership development practices might mark a good starting point for
cross-business collaboration activities.

Empirical Evidence. As noted in the last section, highly engaged middle managers
participated on average more in leadership development practices with a cross-
business focus than in the others. However, the difference is only remarkable with re-
gard to the individual leadership development practices. With respect to collective
leadership development experiences, no differences appeared (please see chapter
4.4.5). Under further consideration, it can be observed that there is no difference be-
tween the highly engaged middle managers and the moderately engaged middle man-
agers with regard to participation in networks, leadership training and mentoring with
cross-business focus. This suggests that these forms might have enabled an initial con-
tact-experience but did not necessarily help with the assimilation- and identification-
experience required for the development of stronger forms of social capital. This is
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supported by the interviews. As noted earlier, in relation to the value of cross-business
leadership development, highly engaged cross-business collaborators spoke of qualita-
tive relational experiences, whereas the others indicated the value of quantitative rela-
tional experiences, such as broadening their contacts across the other businesses. Such
a contact-experience was seen particularly to enable the necessary understanding of
the other business. Thus, it was associated with networks/off-sites or any other kind of
information —event or leadership training.

“It is not sufficient if the best-practice cases only get published in the intranet. I don’t
know how other client advisors handle it, but I just scan the titles. I never read the arti-
cles in-depth. I don’t have time for that. But if that were integrated into a team event
or an information event, it would be a positive development in my eyes. And I think
that would foster the know-how and understanding. And, beyond that, it would pro-
vide you with contacts and you would know who is responsible for what.” LL-CBC14

“The meet-and-greet dinners with the other business were rather contact-driven and
very short. That is generally not bad for contacts [...]” LL-CBC13

Mentoring was also seen to enable a better understanding through a first contact with
the other business. It was mentioned that mentoring did not directly contribute to better
relationships to the other business and thus mainly served only as the initial contact
and understanding.

“Due to the fact that my mentor came from the other business, I got to know the other
business better, at least theoretically. But that didn’t help me with [cross-business col-
laboration] execution [...].”LL-CBCO1

However, cross-business mentoring seemed to engender a wide range of individual
experiences encompassing both very disappointing and very enriching contacts.
Highly engaged middle managers experienced it in more cases as an enriching coach-
ing relationship, mostly sustained over a longer period and serving as a strong tie to
the other business. Thus, in exceptional cases, mentoring might also have the potential
to enable assimilation- and identification-experience. In one case, the mentor even
made it possible for the individual to get a job assignment in the other business.

“I got the job I have today through mentoring. I explained to my mentor that I was in
business 1 and had learned a lot but that my learning curve had become flat and that I
didn’t see any prospects there. I also said that I wanted to do something different, and I
explained to him what I wanted to do. That’s exactly the job I'm doing today. My
mentor enabled the contact so that I got the opportunity to take on the job. With men-
toring, I learned to network, which I hadn’t done in the branch where I was located be-
fore. And that was very beneficial.” HL-CBC28

On the other end of this continuum, other highly engaged middle managers, however,
had rather disappointing experiences.
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“What I found extremely negative and not very effective was mentoring. In theory, it’s
probably a good thing. In practice, it is totally determined by the individuals. And in
my case, there was no appropriate match at all.” HL-CBC23

“The mentoring was a bit chaotic as you tried to find commonalities at the push of a
button - just to have something to talk about. And that did not work out. You have to
be able to open up on a personal level; otherwise it does not work. If you cannot estab-
lish a personal connection, I wouldn’t feel safe opening myself up for developmental
discussions. And that was in my case rather disappointing.” HL-CBC19

That a contact-experience is a fundamental first stage in the development of cross-
business collaboration can be discerned in cases where this experience apparently did
not take place.

“I had negative experiences in meetings with business 2. We met twice a year for din-
ner to establish a common prospect pipeline. It was disastrous. [...] Why didn’t it
work? Because businesses and expectations were too different. We had an initial din-
ner as our first contact, just to get to know each other, and it was already much too ag-
gressive for me — along the lines the message was: ‘now collaborate!’. But I would
have preferred it if we had just approached the whole thing in a more relaxed way and
had discussed what our goals were and what the scope of those goals should be. And
thus, we didn’t continue. There was just too much tension in the air with regard to the
different expectations. [...]” ML-CBCO08

However, a contact-experience collectively organized on a leadership development
platform is seen as more efficient than other options for individual contact.

“They [lunches] are certainly beneficial for the network but mostly it is limited to one
person, which is different in a leadership program. Of course, I can get to know that
one person better, but you also need individual initiative to approach the person for a
lunch date. And most people have a built-in blocking mechanism against things like
that. In this sense, programs and off-sites are much better, as you automatically sit to-
gether with these people at one table.” ML-CBC25

“I think, for social contact, its [leadership trainings] potential is very high. You have
interaction with people for a couple of hours or days and this also increases your com-
petences, which is more efficient compared with a lunch or playing football together.”
LL-CBC15

At the same time, the limitations of these development practices regarding directly
influencing cross-business collaboration were also reported, as noted earlier in relation
to mentoring.

“I think for social interaction it [networks / off-sites] might be rather limited [...] be-
cause you don’t get to know each other very well, which wouldn’t result in a sustain-
able contact where you call each other regularly afterward. However, on that particular
day, the discussions can be very helpful to increase know-how.” LL-CBC16
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“I think the best-practice events could help [with cross-business collaboration]. You
would get to know what the other businesses do in more detail [...] and that would
foster understanding. And maybe you could invent something where, at the end, there
is a board with everybody’s names and you could invite someone to lunch, you then
go to lunch with somebody you met there. That would be efficient for know-how and
contacts. A creative form of follow-up so that the right people can meet again after-
ward.” LL-CBC21

In sum, it was shown that particularly networks/off-sites and mentoring as well as
leadership training with a cross-business focus have been recognized as providing a
venue for initiating a contact-experience. Thus, the individual can readily enter the
first, necessary development stage of social capital for cross-business collaboration.
However, it appears that their effect is limited if provided in an isolated form. Clearly,
these practices must be aligned with subsequent practices in order to enable a further
development of the respective relationships.

Discussion. The existing literature on the developmental aspects of network events has
acknowledged that social interaction is accompanied with an increased ability to ac-
cess others for information and expertise, resources and cooperative action (Brown &
Duguid, 1991). Networks and off-sites can be lateral or hierarchical, within an organi-
zation or organization spanning. They can be an ongoing practice or specific, for a cer-
tain purpose and might appear in a formally organized way or evolve rather infor-
mally. With regard to cross-business collaboration, it seems that an ongoing form of
lateral network events was useful for distributing existing knowledge and creating new
contacts. In this respect, our study is in line with the existing literature on knowledge
diffusion and transfer (Kogut & Zander, 1992; Nonaka, Takeuchi, & Takeuchi, 1995).

However, research reports as well that the creation of new knowledge — which is re-
quired in joint product / market development collaboration - needs stronger forms of
social capital than what results from participation in network events (Hansen, 2002).
That is why networks might not be enough to establish strong ties for other types of
cross-business collaboration; other practices should be employed to complement the
networks. Leadership training might also serve to enable cross-business contacts and
understanding if the participants from all of the businesses are mixed. Internal leader-
ship training programs are typically classroom-based and take place away from work
for 1 to 3 (maximum 5) days so that participants are provided with a safe and suppor-
tive learning environment. Meeting with people from other businesses who are differ-
ent in terms of their functional or professional perspectives is seen to provide the indi-
vidual the opportunity to offer - or to hear - a different opinion and mindset. This is
designed to foster the participant’s openness, courage and risk-taking with respect to
interacting with other businesses (Guthrie & King, 2004). However, in leadership
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training programs, the interaction time is much more structured and guided over a
longer period than a network event. Thus, we will argue in the next paragraph that
leadership training might even entail the potential to result in stronger forms of social
capital if it is designed with a dedicated cross-business focus and goes beyond mixing
participants randomly together from the different businesses.

Development relationships, such as mentoring, are considered an essential ingredient
for a leadership development process (McCauley & Douglas, 2004a). They might en-
compass multiple elements, such as assessment, challenge or support. Depending on
which element is in the foreground of the relationship, the mentor takes on a different
role. For fostering cross-business collaboration, a mentor from another business group
is seen as incorporating the element of challenge. Thus, the mentor takes on the role of
a dialogue partner who provides perspectives or points of view different from his men-
tee’s. In doing so, people are challenged in their current thinking and pushed beyond
their comfort zone. It helps to explore differences and underlying assumptions
(McCauley et al., 2004a).

In a long-term mentoring relationship, mentors are likely to take on additional roles,
such as an assignment broker, opening doors for further career opportunities, play the
role of a sounding board, or providing advice and guidance for challenging situations
and tasks. It was showed earlier that, in some cases involving highly engaged middle
managers, these relationships were indeed sustained over longer periods, allowing
those involved to develop personal closeness. In this sense, mentoring was a catalyst
for an assimilation- and identification-experience, enablers for strong forms of social
capital.

Mostly, it is assumed that the length of a developmental relationship is pivotal for the
learning and development impact. However, the length of time is not necessarily al-
ways favorable (McCauley et al., 2004a). Effectiveness of developmental relationships
might also reveal when involving only modest contact: “Instead of focusing on the
length or depth of the relationship, the real question is whether the experience with the
person brings a different perspective, new knowledge [...].” (McCauley et al.,
2004a:95). We argue that a cross-business mentoring relationship might serve as the
initial contact enabling this different perspective and new knowledge. However, hav-
ing a certain purpose in mind when entering a mentoring relationship (e.g., career ad-
vice) might hinder an individual from seeing the opportunities inherent in such contact
or cause him or her to underestimate the potential of modest contact. This became ap-
parent in our study when some middle managers did not value what they had learned
from their mentor about the other business.
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In sum, we argue that most of the leadership development practices designed with a
cross-business focus offer the opportunity for a contact-experience that triggers the
development of the first stage of social capital. However, particularly networks/off-
sites as well as mentoring are seen to enable these experiences in a most efficient
manner.

Stated formally as a proposition:

Proposition 3b: The development of weak forms of cross-business social capital is
supported by participation in leadership development practices that enable a (cross-
business) contact-experience (e.g., through networks/off-sites and mentoring).

e Assimilation-Experience

As proposed in the preceding subchapter, an assimilation-experience in inter-personal
relationships with the other business was most likely to enable the development of
semi-strong forms of social capital. This kind of social capital was proposed to be nec-
essary in cross-business collaboration such as client referral activities. Whereas a con-
tact-experience enables the detection of elements contrasting with one’s own business,
an assimilation-experience enables the individual to find commonalities despite the
diversity among business approaches or professions. It refers to the ability to ‘assimi-
late’ in order to agree on a common way of doing something. This involves detecting
similarities or agreeing on shared values rather than intensifying contrasts. Focusing
on similarities helps to form a common basis for benevolence-based trust.

However, as argued in the last subchapter, an assimilation-experience requires a con-
tact-experience as a prerequisite. Thus, leadership training, 360 degree feedback, ac-
tion learning and job assignment were viewed as supporting contact- and assimilation-
experiences. However, we argue that, if only semi-strong forms of cross-business so-
cial capital is required (such as in client referral activities), leadership trainings and
360 degree feedback might be most efficient practices to foster the necessary assimila-
tion-experience. At the same time, these leadership development practices might mark
a second step in the process of increasing social capital intensity.

Empirical Evidence. Analogously to the preceding subchapter, we assume that the
most of the middle managers who reached a moderate-level of engagement had ex-
perienced client referral activities. Thus, we compare their leadership development
experiences with those noted in the preceding paragraph (middle managers with low
engagement levels) and the following (highly engaged middle managers). Most of the
middle managers who indicated a moderate level of engagement assigned not only a
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contact-experience but also potential for an assimilation-experience to leadership train-
ing, if it was designed with a dedicated cross-business focus.

“The cross-business program in L. was an important experience. [...] That was impor-
tant and very interesting. One had the opportunity to speak with people. You get a pic-
ture of the internationality and diversity of the firm. And this is a big advantage in our
firm and in all big firms in general. You have the opportunity to ask people what they
do and how they do it, etc. You have the same questions but you see how differently
they are approached. That is probably the most important thing. [...] And I can’t say
exactly what affected me most, but every time [I approach another person], I notice
each time, wow, there is another aspect to how this human being is functioning. It’s
more on a psychological level. Looking at it from the other side, if I had only stayed in
my business and hadn’t looked for contact with others, I would have missed the ex-
perience of dealing and negotiating successfully with different people in order to drive
business.” ML-CBC09

Even though an assimilation-experience in the context of leadership training was not
specifically noted, the potential for it to develop was at least implied.

“Training is an opportunity for me to establish very close contact on a very individual
level [...]”"ML-CBC24

However, they indicate that a simple random mix of people from different businesses
might not be sufficient; rather, a design that follows a dedicated cross-business focus is
needed. Accordingly, they claim that leadership training programs based on a simple
random mix did not provide them with any valuable experience for cross-business col-
laboration and thus call for a more business-oriented approach:

“I would rather see the possibilities for networking limited there [at leadership training
sessions] — certainly dependent on who is sitting there.” ML-CBC27

“There was something at the headquarter once. But the fact that it was cross-business
actually had no impact as leadership skills were in focus [...]. And whether somebody
from business 1 in Spain was sitting beside me or somebody from my own business
didn’t really make a difference. [...] I think generally [the potential for social capital
development] is high. But it depends on how it is designed. I think it should take into
account that people from the business are there to tell their stories. For example, the
head of section 21 of business 2 and the head of business 1, who points out his strat-
egy. In other words, I would not be happy if there were somebody telling us about
cross-business collaboration in a theoretical way and we then had to play some games.
But if it were organized as a workshop, I really think it would have high potential.”
ML-CBC13

Moreover, they indicate the limitations of impact if there is no carefully planned fol-
low-up.
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“And I think that [the cross-business leadership workshop] should be followed-up.
[...] It should be done on a regular basis. And then I’m sure that contacts would de-
velop from it.” ML-CBC09

They discussed the use of 360 degree feedback, particularly peer feedback, to help
them align themselves with the other businesses.

“The most important experience was the 360 degree feedback exercise. You gain some
interesting insights through the comparison of your self-evaluation and evaluation by
others. You start to think about yourself. That helped me a lot. And I always tried to
integrate as many peers as possible. With your employees it is always a bit biased. But
the peer level is for me the most important one as they are the most honest. Blunt, di-
rect and open. The same with coaching. I value much more highly coaching by people
above the peer level, a person higher up or at other levels. I experienced peer-coaching
in seminars but independently as well afterward. At the moment I am not pursuing
one, but if I had a particular topic in mind, I would know exactly with whom I would
talk about it.” ML-CBC08

“The most valuable experience for me was 360 degree feedback. I hadn’t experienced
it before in such a clear-cut way. Because you have no other platform where you get
such open and honest feedback from various areas. From your superior, you get regu-
lar feedback but not from your employees and peers. And the ones who did the evalua-
tion seriously put a lot of effort into it. And I think, other than that, you have only few
platforms. And it did help me to align how I see myself and how others see me. Where
do others see my growth potential and strengths.”“ ML-CBC12

In the same sense, highly engaged middle managers reported having already aligned
their behaviors in accordance with the other businesses, mostly with the help 360 de-
gree feedback or other feedback providers, such as mentors or superiors, and indicated
that they had embraced the opportunity.

“The 360 degree feedback exercise was very good for me, particularly from my clients
and team heads. That really hit the nail on the head. It wasn’t necessarily new to me.
But I really gained the insight that others see me the same way. Others notice, too, ok,
in this and that he’s not especially capable, but that’s ok. Actually, I don’t make a se-
cret of it. I know what I can do and where my weaknesses are and I’'m trying to work
on them.” HL-CBC 28

“[...] And I think this was the main experience that has only now resulted in success:
In the beginning I was very upset when I recognized that the other business had con-
cealed something. And then I went back, was looking for a confrontation, wanted to
know why it had happened. And at one point I thought, maybe I’m the problem. And
so I discussed it with my mentor [in the other business] and suddenly I understood
much better what was driving those people. And if you have understood 80% of that
[...], you can understand their motivation much better.” HL-CBC 06
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This is supported as well quantitatively. Highly engaged middle managers had a sub-
stantially higher participation rate in 360 degree feedback than other middle managers
(please see chapter 4.4.5).

In sum, it appears that an assimilation-experience, including a contact-experience, was
particularly fostered through leadership training programs with a strictly designed
cross-business focus. 360 degree feedback that embraced feedback from peers from
the other businesses enhanced the assimilation-experience based on existing contacts.
However, these effects seem to be limited to certain conditions: The effect of leader-
ship training is limited as it rarely involves a follow-up with the same participants, and
the benefits from cross-business 360 degree feedback are related to one’s self-
reflection-capability, as seen in 5.2.2.

Discussion. Leadership training that enhances an assimilation-experience entails an
assessment of an individual’s leadership using multiple lenses to view numerous as-
pects of personality and effectiveness (Guthrie et al., 2004). The art of designing effec-
tive training lies in fully understanding the needs of the target population. The concep-
tual framework, content and placement of exercises must match and reflect the com-
plexity participants face, be relevant to their challenges and action-oriented (Guthrie et
al., 2004). Thus, the authors recommend exercises of many types, including leaderless
group discussions, targeted experimental exercises and small-scale simulations. If
placed early in the training program, these exercises boost - among other elements -
the building of relationships among participants. These challenging exercises are
strengthened by allowing participants to meet different people with different perspec-
tives, as already noted earlier. The value of diverse perspectives in the classroom is
seen in the challenge of collaborating with participants who differ from oneself with
regard to working style. It is suggested that, with that perspective in mind, “[...] par-
ticipants begin to appreciate the diversity in their own workplaces and realize that they
may need to capitalize more on these differences, rather than approaching them as a
nuisance or point of conflict.” (Guthrie et al., 2004:46). When training exercises met
these criteria by incorporating a dedicated cross-business focus and real challenges of
the target group, they indeed had the potential to enable an assimilation-experience.

However, at the same time, the literature accounts for the limits of simply ensuring a
variety of perspectives among people and acknowledges that a mix of diverse partici-
pants is a necessary but not sufficient condition for this experience. If the exercises are
not supported consciously in how to handle diversity, conflicts may remain below the
surface and not be explored. (Guthrie et al., 2004). Thus, it is clearly dependent on the
design of the leadership training program as to whether it might enable the develop-
ment of the necessary social capital in a cross-business collaboration environment.
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This explains why not all middle managers in our study had valuable experiences in
leadership training programs with regard to their cross-business relationships.

With respect to 360 degree feedback, there exists an extensive body of literature,
which reflects its increased popularity and use in firms (Chappelow, 2004; McCarthy
et al., 2007; Van Rensburg et al., 2006; Yukl et al., 1995). The main goal of 360 de-
gree feedback is to force the managers to examine the opinions that other people have
of them. This might be particularly challenging when an individual is exposed to other
views for the first time. The subsequent self-reflection can create disequilibrium, caus-
ing people to question the adequacy of their own skills and perspectives (Chappelow,
2004).

A study focusing on professionals using 360 degree feedback for the first time de-
scribes an avalanche of emotions caused by unexpected opinions and criticism, which
forced them to confront themselves with their deepest fears and insecurities (Van
Rensburg et al., 2006). Indeed, other studies confirm that 15-20% of all feedback falls
into the unexpectedly negative category. Thus, it becomes clear why support elements
need to be designed into the experience. The above-mentioned study showed that
when the digestion of feedback was supported, participants became less emotional and
more objective in their response to it. That stage of the process was followed by a vig-
orous activity to deal with the issues leading to behavioral change. These changes in-
cluded improvement in social interactions, such as becoming more accessible and de-
veloping closer relationships and controlling inappropriate interactions, increasing
communication frequency, and listening and questioning activities (Van Rensburg et
al., 2006).

Thus, the authors conclude that 360 degree feedback assisted many of the participants
in reflecting upon and rethinking behavior and attitudes that had become automatic
and habitual. This was mirrored in two very frequently mentioned developments, ‘a
better understanding of myself’ and ‘a better understanding of how my behavior af-
fects others’. More generally, evidence of the impact of 360 degree is indeed measured
on two types: (1) the degree to which self-ratings become more congruent with ratings
from others, and (2) the degree to which behaviors are changed in a useful way. For
the required assimilation-experience in cross-business collaboration settings, the for-
mer seems to play a specific and important role. This is in line with our study, which
shows that middle managers with strong social capital benefit from 360 degree feed-
back in such a way that they were able to adapt behaviors to achieve more congruence
with other businesses.
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In sum, we argue that most of the leadership development practices designed with a
cross-business focus offer the opportunity for a contact- and an assimilation-
experience that triggers the development of semi-strong forms of social capital. How-
ever, based on the experiences of the middle managers in the study, particularly lead-
ership trainings (contact- and assimilation-experience) and 360 degree (assimilation-
experience) are seen as enabling these experiences in a highly efficient manner.

Stated formally as a proposition:

Proposition 3c: The development of semi-strong cross-business social capital is sup-
ported by participation in leadership development practices that enable a (cross-
business) contact- and an assimilation-experience (e.g., through leadership trainings).

e Identification-Experience

As proposed in the preceding subchapter, an identification-experience with the other
business very probably enabled development of social capital up to strong forms of
social capital. This kind of social capital was proposed to be necessary in joint product
/ market development. Whereas an assimilation-experience involves detecting similari-
ties or agreeing on shared values within a specific business situation, the identifica-
tion-experience enables commitment to a common shared vision that facilitates identi-
fication-based trust. This trust is long-lasting in character and is important in a highly
ambiguous business context such as joint product / market development.

As argued in the last subchapter, an identification-experience requires a contact- and
an assimilation-experience as prerequisites. It was observed in our study that action
learning and job assignment have the potential to support the contact-, assimilation-
and identification-experiences required for the development of strong forms of social
capital between the businesses. Moreover, both forms involve entrepreneurial leader-
ship and an openness to engaging in new and uncertain situations. In the case of a job
assignment, personal engagement is required to see opportunities for new jobs in the
other business and have the courage to shift one’s own perspective. In the case of ac-
tion learning, a long term engagement in a cross-business project above normal work-
load is required. Consequently, if strong forms of social capital between businesses are
strategically required (e.g., in joint product / market development), it is beneficial to
invest in these kinds of long-term leadership development practices as they enable the
development of social capital experiences in a path-dependent and efficient manner.

Empirical Evidence. Comparing middle managers with low- and high-level cross-
business collaboration, we found indications that highly engaged middle managers do
collaborate across businesses because they identify with the overall strategic goals of
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the firm; in other words they identify with the whole firm and not only with their own
business. It seems that they had the opportunity to develop a commitment to a shared
vision beyond a certain business collaboration situation.

“With regard to the integrated business model, I would say our events [with the other
businesses] and our off-sites [have been the most important experience to me]. Be-
cause you can get to know each other, detached from any business setting or issues,
and this is for me the key to collaboration. You can support the cohesion, the ‘we-
feeling’, that you work for one firm. And that [...] you have a common goal — to do
business. In that context, you can focus on similarities instead of differences.” HL-
CBCI19

They indicated that they had had the opportunity to develop stronger links and com-
mitment to the other businesses with the help of leadership development practices —
particular job assignment and - and not only through situational business opportunities.

“In our case [action learning program], we did see each other for more than one year,
which enabled a certain trust level. That was one of the most important things in the
program. As you do not see each other, you’re just there for only a few days, you
really can let your hair down und you know for sure that it will stay in that room. You
open yourself up much more and also discuss problems you have with your col-
leagues. Through the project we got to know our firm much better, established a lot of
contacts. You live the competences in an active way and not on a theoretical basis,
which is why I would say that it has more potential than a simple leadership training
program.” HL-CBCO05

“From my personal history -- I worked for over 11 years in business 2 and decided last
year to move to business 1, with the aim to support cross-business collaboration. That
also shows that I personally do not only pay lip service. I have given up a lot and put a
lot behind me to work on this topic.” HL-CBCO05

Both forms seem to enable a deeper shift in perspectives, to make it easier to put one-
self in another’s ‘shoes’.
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“I was in the local action learning program, which lasted for over a year and which
therefore provided me with a lot of valuable experience based on the project. [...]
Within the project, which was mostly driven by business 1, you were able to learn a lot
about how to do things, particularly when we discussed which board we needed to
have sign off on our proposal. Quite frankly, I wasn’t aware that we had so many
committees and boards and how many members there are. I was completely awestruck
when we discussed how to present and how to recognize certain board members.
[...]That was pretty hierarchical, which I wasn’t familiar with from my business 2. But
maybe it is related to the fact that our board is geographically in another region. [...]
And that was really new to us but it did help us to understand some of the things that
happen [in collaboration] better. You could just live it within this [action learning]
project. And that was fascinating. Not necessarily with regard to the question of
whether something is right or wrong. But to understand that they have to consider
other strategic decisions. [...] It is just different. And this enables a higher degree of
understanding.” HL-CBC19

“I personally think that this [job assignment] is the most important thing. And I think
the longer, the better, but of course at the price of a higher investment. You need to
find the trade-off here. We have trainees [from other businesses] and I did that once
myself, too. But [ am a bit reluctant to do shadowing [ultra-short-term assignments, a
visit for a couple of days] or just to look over someone’s shoulder. I didn’t have a
good experience with that. I think it is better if you do something within the team or
department because you can get in touch via the task, for example, in a project for
three months. I am then in the department, work with them, and this is different from
just standing at their side and watching them.” HL-CBC28

Moreover, both forms seem to involve an entrepreneurial mindset and openness to new
and ambiguous situations, as one interviewee explains:

“At a certain point you ask yourself, where am I, how long have I been here and what
do I do, and in the end, I came to a decision - I wanted to do something else. And the
decision was made without knowing that I would end up here. And it was a great ex-
perience because it was also liberating in that I recognized I wanted something that I
apparently couldn’t get here anymore. And when that happens, you pluck up your
courage and you take your knowledge and go! And that experience helps me a lot in
how I act today. I feel very independent in my thinking and acting. That is what I
mean by sustainable. If I have my life and I want to move things along, I will proceed
very persistently, even though I might get on their nerves, because I know if they don’t
want me anymore, there are others beyond these walls who might want me. That helps
me to act, to deliberate, to be open to something new.” HL-CBCO06

Indeed, the survey indicates that the difference between highly engaged middle man-
agers and middle managers with moderate engagement lies in the participation in job
assignments and action learning (please see chapter 4.4.5). Most of the interviewees
see in cross-business job assignments and action learning the highest potential to sup-
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port cross-business collaboration activities by fostering the necessary social capital as
well as relevant understanding, skills and competences.

“We always have a trainee [from the other business] for 3 months. And I recognize
change in everybody. And you recognize it with yourself too. The argumentation from
a different perspective that you have. Of course, you lose it again if you leave. But for
the people who are capable of changing perspective for a certain time, to put on differ-
ent “glasses”, it is great [...].” HL-CBC28

In sum, it appears that an identification-experience, including a contact- and an assimi-
lation experience, was particularly fostered through long-running or repeated leader-
ship development experiences, such as job assignments or action learning, as they in-
volve an entrepreneurial spirit more than other leadership development practices that
have a shorter time horizon. However, it appears that the effect is again related to
one’s capacity for self-reflection, as seen in 5.2.2.

Discussion. Job assignments are one of the oldest and most potent leadership devel-
opment practices. A number of research studies confirmed the growing importance of
learning from job experience for leadership development (Seibert et al., 1995; Van
Velsor, Moxley, & Bunker, 2004). They showed that people learned from influential
people at work and experience in their jobs rather than from formal training programs.
Along with technical skills and industry knowledge, they provide important leadership
development opportunities for communication, team building, and quick decision
making in the face of pressure and ambiguity (Ohlott, 2004). To be developmental, a
job assignment must challenge people, push them out of their comfort zone and require
them to think and act differently. It usually contains some elements that are new to the
person. Until a job assignment calls for a particular competency, it may be that people
do not know what level of that particular competency they possess.

As organizations become flatter, relying on alliances and partnerships, the lateral or
cross-functional job assignments are increasing in importance (Ohlott, 2004). In such
contexts, managing across lateral boundaries among different functional groups, dif-
ferent locations and managerial levels within one’s own organization is demanded.
The need to work with people over whom they have no formal or direct authority be-
comes a new source of challenge for leaders accustomed to managing downward
(Ohlott, 2004). Building and sustaining relationships to other departments, how to deal
professionally with people who have different working styles and to disagree while
maintaining professional respect for one another are all cited as developmental experi-
ence from lateral job assignments (Ohlott, 2004). The study indicates that, for strong
social capital between different businesses, cross-business job assignments might be a
valuable source to increase the respective experiences, particularly for the ambiguous
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and uncertain context of joint product / market development collaboration. Moreover,
a job assignment is not necessarily work that someone is ‘assigned’ to do. A person
might seek out and volunteer for assignments.

In our study, most of the people who participated in a job assignment were actively
seeking such a challenge and took on a new job. However, the expression job assign-
ment is used for entire jobs as well as for an aspect of a job, such as a temporary task
force to solve a particular problem. Long-term and short-term assignments are distin-
guished along those lines (Minbaeva et al., 2004). Whereas long-term assignments
seem to support the willingness to share knowledge, short-term assignments foster the
ability to share knowledge. This corresponds in a sense with our study, where most
middle managers indicated that a short-term assignment in other business groups
would mark a good starting point for cross-business collaboration activities. From this
perspective, job assignments move closer to problem-based action learning, feigning a
sort of temporary job assignment in an embedded real project or task force context. It
might even compensate for some disadvantages of job assignments. Job assignments
entail a large investment from both the manager and the company, and development
outcomes tend to be vague and vary extremely on an individual basis (Ohlott, 2004).
There is a risk that an individual will not successfully navigate the job, particularly if
support in learning from experience is lacking (Van Velsor et al., 2004).

As not all jobs can be used for developmental assignments (McCauley et al., 1994),
there are not necessarily enough job assignments for everybody. Action learning might
be an alternative pursuing the same development purposes, but with less uncertainty
and providing an opportunity for a specific development investment. In action learning
formats, company-based projects serve as the principal learning vehicle and entail a
real organizational challenge. In doing so, it ensures that the learning experience
serves both the individual and the company (Conger & Benjamin 1999). It includes
that which is usually lacking in a regular job assignments: time to reflect on the learn-
ing and development experience (Conger et al., 1999). In this way, it combines the
advantages of a job assignment with self-reflection, which enables the individual to
establish meaningful relationships within a real live context.

As most action learning is conducted in cross-functional groups, most people report
experiences that have facilitated a deeper understanding of the organization’s overall
corporate vision and strategic direction (Conger et al., 1999). Our study indicates that
cross-business-oriented action learning provided an opportunity to understand the
other businesses as well as to develop trustful relationships and experience a shared
vision. Even though most action learning evaluations point to individual skills in terms
of an increase in human capital, it is acknowledged that the team composition and dy-
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namics play an important role in a successful action learning process (Conger et al.,
1999). If teams develop strong norms about candor and diversity of perspectives, they
produce more insightful and creative project recommendations.

Middle managers who participated in cross-business action learning indeed mentioned
both reflection on and an understanding of the importance of diversity between the
businesses and indicated that this was particularly helpful in conducting business with
the other parties. Therefore, we believe that action learning entails not only high po-
tential for human capital development among leaders but also for the development of
social capital across different businesses. However, as noted earlier with regard to
leadership training, this is strongly related to the composition of participants as well as
the design of the action learning program (Conger et al., 1999; Yorks, Beechler, &
Ciporen, 2007). Consequently, we believe that action learning is a beneficial invest-
ment, with tangible outcomes for cross-business value creation not only based on the
project encountered but also with regard to the social capital developed.

In sum, we argue that job assignment and action learning designed with a cross-
business focus offer the opportunity for a contact-, an assimilation- and an identifica-
tion-experience that enables the development of strong forms of social capital. How-
ever, these experiences are strongly related to how these practices are designed and
how they are reflected on.

Stated formally as a proposition:

Proposition 3d: The development of strong forms of cross-business social capital is
supported the participation in leadership development practices that enable a (cross-
business) contact-, assimilation- and identification-experience (e.g., through job as-
signment, action learning).

5.2.4 Conclusion

Our study indicates that participation in leadership development practices with cross-
business focus supports the development of relevant cross-business social capital.
However, collective leadership development practices (such as leadership training,
action learning, networks/off-sites) are not necessarily per se superior to individual
development practices (such as 360 degree feedback, coaching, mentoring, job as-
signment) in enhancing social capital development. Moving the perspective from in-
tended practices to how participants experience them we argue that particularly a con-
scious self-reflection experience differentiates the successful middle managers with
strong social capital from the group with weaker social capital. This indicates that a
high capacity for self-reflection seems to be necessary for and beneficial to transform-
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ing social capital to higher quality levels by enabling the individual to learn from any
kind of experience (be it on-the-job or dedicated development experience). This is in
line with the existing literature on leadership development as well as inter-personal
social capital findings, with respect to both strengthening the role of an accurate self-
awareness and continuous self-monitoring. In this regard, coaching in particular seems
to have the potential to enable a self-reflection experience that facilitates movement
from one stage of cross-business social capital to another.

Moreover, however, some leadership development practices seem to be more favor-
able than others for efficiently developing certain social capital stages. Mentoring and
networks/off-sites seem to enable, in an efficient manner, the required contact-
experience in order to build the necessary degree of social capital relevant in cross-
selling activities. Leadership trainings and 360 degree feedback imply the potential to
also enable an assimilation-experience, whereas a job assignment and action learning
seem to foster the subsequent development of all stages of social capital, i.e., contact-,
assimilation- and identification-experiences. We provide a reiteration of our proposi-
tions:

Proposition 3: Participation in leadership development practices with a cross-business
focus is positively associated with the development of cross-business social capital.

This is concretized with regard to each leadership development practice in the follow-
ing way:

Proposition 3a: The development from weak to strong forms of cross-business social
capital is moderated by participation in leadership development practices with a cross-
business focus that enable self-reflection (e.g., through coaching).

Proposition 3b: The development of weak forms of cross-business social capital is
supported by participation in leadership development practices that enable a (cross-
business) contact-experience (e.g., through networks/off-sites and mentoring).

Proposition 3c: The development of semi-strong cross-business social capital is sup-
ported by the participation in leadership development practices that enable a (cross-
business) contact- and an assimilation-experience (e.g., leadership trainings).

Proposition 3d: The development of strong forms of cross-business social capital is
supported by participation in leadership development practices that enable a (cross-
business) contact-, assimilation- and identification-experience (e.g., through job as-
signment, action learning).
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We have thus elaborated the potential contribution of leadership development experi-
ences to social capital development in cross-business collaboration settings, which is
the focus of our second research question. In order to provide the corporate manage-
ment of an MBF with options for using leadership development as a strategic measure,
the next subchapter will discuss how different leadership development practices can be
strategically aligned, which is the topic of the third research question.

5.3 Strategic Alignment of Leadership Development

5.3.1 Introduction

How can corporate human resource management align leadership development prac-
tices to foster cross-business value creation? This subchapter aims to answer the third
and last research question of this dissertation. We propose normative guidance in how
leadership development practices can be aligned in order to support the development
of the relevant social capital in cross-business collaboration settings. In subchapter 5.1,
we described how cross-business collaboration settings (cross-selling activities, client
referral activities, joint product / market development activities) differ with regard to
their required stages of social capital (weak, semi-strong, strong). Moreover, it was
argued that the development of these social capital stages is path-dependent in nature
and is supported by certain interaction experiences (a contact-, assimilation-, and

identification-experience).

As shown in 5.2, successful middle managers were able to develop all of the stages of
social capital (i.e., went through a contact-, assimilation- and identification-
experience), and leadership development experiences with dedicated cross-business
focus seemingly played a role in enabling them. Thus, their leadership development
experiences differed from those of the other middle managers in two ways: a) They
pursued a cross-business job assignment or action learning, both of which were identi-
fied as supporting all three stages of social capital development, and b) they experi-
enced self-reflection support (such as, e.g., coaching), enabling them to develop from
one stage to the other.

Based on these findings we will argue in this subchapter that the strategic alignment of
leadership development in an MBF is seen in consciously pursuing — along with the
currently predominant human capital orientation — a dedicated social capital orienta-
tion. With regard to an a) external alignment of leadership development, we propose
considering mastery levels of social capital when designing a practice. Consequently,
for an b) internal alignment of various leadership development practices, we suggest
that positive synergistic effects can be achieved if the practices are offered in a sequen-
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tial manner, enabling a social capital development path from a contact- to an identifi-
cation-experience.

Thus, we expand the existing contemporary research and practice in leadership devel-
opment. As the research mainly focuses on human capital development, social capital
dimensions are considered today more as a side-effect. Thus, leadership development
practices scarcely go beyond a contact-experience. However, only by considering so-
cial capital mastery levels in a systematic way, will leadership development finally be
able to acknowledge an understanding of leadership as a social interaction process em-
bedded in a business context. In doing so, it will mobilize not only human capital re-
sources but also social capital resources in an MBF, facilitating unique resource and
exchange combinations that may create a source of competitive advantage.

We have structured this subchapter in the following way. In section 5.3.2, we suggest
mastery levels of social capital for leadership development design. In 5.3.3, we illumi-
nate possible sequences and combinations of leadership development practices that
might lead to positive synergistic effects by considering social capital mastery levels.
We draw our conclusions from a cross-case comparison of the three groups of middle
managers, their real leadership development experiences as well as their estimations of
the potential of leadership development practices. Thus, each section begins with a
presentation of the main idea, followed by empirical evidence, which leads to a discus-
sion in the light of the existing literature. We then present our formally stated proposi-
tions. We conclude this subchapter in 0 with a summary of our findings for research
question three, including our contribution to existing research.

5.3.2 External Alignment of Leadership Development Practices

An external alignment of leadership development practices refers to the overall align-
ment of leadership development with the company’s competitive strategy (please see
2.2.4). It implies a contingency perspective that business performance will improve if
leadership development practices and the competitive strategy mutually support each
other. In the case of an MBF where synergy realization — and thus cross-business col-
laboration - across businesses is an important ingredient of the competitive strategy
(2.1.2.), leadership development needs to be aligned in order to support a collaborative
culture. This is particularly the case if corporate management realizes its synergy po-
tentials through horizontal optimization (please see 2.1.3). In this case, an MBF strives
not only for efficiency but also growth synergies across businesses. That means that
businesses are creating value interdependently and thus collaboration across busi-
nesses becomes strategically relevant. Accordingly, leadership development should, in
the best way possible, impact the leaders’ effectiveness for cross-business collabora-
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tion and an appropriate collaboration culture in order to be strategically aligned and
serve as source of competitive advantage.

We argue that external alignment in an MBF following a horizontal optimization strat-
egy involves systematically incorporating a social capital perspective into the design
of leadership development practices. This might be different, however, in a strategic
setting where an MBF is striving for a vertical or portfolio optimization through effi-
ciency or financial synergies, and where each business operates more or less autono-
mously. In this case, an external alignment of leadership development practices might
entail increasing the respective behaviors and skills with regard to the particular busi-
ness strategy. The following figure summarizes this idea:

MBF Strategic Positioning

Portfolio Vertical Horizontal
Optimization Optimization Optimization
Businesses
Autonomous Interdependent
Culture

Skilled and
Collaborative Performance

Skilled Performance

Leadership Devel t
cadership Developmen Human and

Social-capital-oriented

Human-capital-oriented

Figure 5-4: External Alignment of Leadership Development (Source: author)

In contemporary practice, strategic alignment is usually discussed with regard to the
human capital dimensions of leadership development, focusing particularly on the con-
tent of a practice. For example, the design of a leadership training program is labelled
strategically aligned if internal business leaders are invited to speak about the firm’s
strategy or a certain cross-business collaboration best-practice case, followed by a dis-
cussion with the participants. This is most often accompanied by group discussions on
the cases presented and an exchange on best practices for application. Finally, partici-
pants are asked to establish an individual action plan for the own area of responsibility.
Such a set-up considers the presently used mastery levels for leadership development
design centering on human capital dimensions: critical awareness & knowledge,
guided application and independent application (Van Velsor et al., 2004).
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Although a socializing effect that impacts the participants’ business relationships later
on is generally desired, it rarely exceeds a contact-experience during a program event.
Accordingly, we argue that in an MBF that strives for horizontal optimization, a hu-
man capital orientation in designing leadership development practices is not sufficient
for strategic alignment. Social capital dimensions as a development target must also be
valued in the same way as human capital dimensions. This results in human capital
mastery levels being complemented by social capital mastery levels that guide the de-
sign of leadership development practices to support not only a skilled but also a col-
laborative performance across businesses in the MBF. The following figure summa-
rizes this idea:

Social Capital Skilled and collaborative
Mastery Levels Performance
_____________________________________ ;
1
1
Identifcation- :
experience 1
1
1
1
1
____________________ i 1
1 1
1 1
Assimilation- : :
experience 1 :
1
1 1
1 1
1 1
—————————————— | 1
1 I 1
1 1 1
1 1 1
1 1 1
Contact- : 1 :
experience | : 1
1 1 1
1 | 1
1 | 1
1 | 1
1 1 1
Critical Guided Independent Human Capital
awarness & knowledge application application Mastery Levels

Figure 5-5: Social and Human Capital Mastery Levels for Design (Source: author)

Empirical Evidence. When asked ‘What supports cross-business collaboration best’,
middle managers with low-level engagement mentioned knowledge and contact is-
sues, such as getting basic information about the other business, getting to know the
others or at least having an overview of who does what. Conversely, highly engaged
middle managers pointed out the importance of identifying with the firm’s goal, meet-
ing people outside the business setting and for a longer period of time in order to
deepen the relationship and discuss cases (please see 5.1.2 and 5.1.3). Thus, they ex-
pressed support for a leadership development approach that includes such opportuni-
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ties. They indicated that a mere exposure to participants in other business groups only
provided them with a contact-experience and did not necessarily impact the further
social capital development (please see as well 5.2.3).

“The leadership seminar [...] did not necessarily provide me with contacts. I was able
to establish a good connection to one co-worker who was from my business area. The
participants from the other businesses weren’t from my region and we don’t really
have business links to each other. It would probably have been different if there had
been more people out of my region. If that had been the case, [ would have assigned it
a high potential [for the development of cross-business social capital].“ ML-CBC26

Indeed, in leadership development experiences that did consciously consider social
capital development across businesses, such as the recently launched X-BLE program
(please see chapter 4.2.2), middle managers expressed their appreciation for designs
that brought together the right managers to elaborate real cross-business cases to-
gether. However, if not pursued afterwards or sustained in a certain way, they also ex-
pressed their concerns.

“I think it would be great if that [the cross-business Leadership Workshop] were re-
peated once or twice a year, but with the same participants. Otherwise, you have to
start at zero again. If you have the same participants, you can question things in a more
target-oriented way, evaluate best-practices, etc. [...]“ HL-CBCO07

Overall, it was acknowledged by highly engaged as well as less engaged middle man-
agers that leadership development practices would have the potential to support cross-
business collaboration if the social capital dimension were integrated systematically to
complement the human capital dimension.

“I think the main problem is not the disappointments but the unsystematic way you get
together with people from other businesses.” LL-CBC21

“It lacks systematic [support for cross-business collaboration], particularly with busi-
ness 2. Since I am with that firm, such efforts are only smoke screens, and are gener-
ally not a resounding success. That might be related to different components. And in
my personal case I probably lack the contacts and competence as well. That means,
even if [ had the contacts, I would need a bit of know-how as a connecting factor. And
a lunch would not be sufficient here. I think there is probably such a thing as a useful
leadership training program or projects [action learning]. And there I would also as
well the sustainability.” ML-CBC08
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“I think that leadership development platforms can support more strongly [cross-
business collaboration]. That is what we already had when we did our off-site in W.
and M. [within business 1]. I think we could also do such things across businesses —
even if not every year. Because it was pretty helpful within business 1. We gathered
all the key players there, and we still have our contacts from there, still maintain them
today. And I am sure that I would not have known them otherwise.” HL-CBCO03

When we asked middle managers about the potential of specific leadership develop-
ment practices to foster social and human capital necessary for cross-business collabo-
ration, most of the interviewees agreed upon the high potential of job assignment and
action learning for high levels of cross-business social and human capital dimensions,
if organized with a cross-business focus.

high T
etworks
Off-sites Job Assignment
(n=5) (n=13)
moderate

=] Training

low
PN

Coaching
(n=4)

~—
none

Potentialto foster Social Capital

60 degree’
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Potential to foster Human Capital

Figure 5-6: Interviewees’ Opinion on Potential of Leadership Development (Source: au-
thor)’ g

Discussion. When designing a development practice, in general, a learning goal tax-
onomy in the form of certain mastery levels is applied as a guiding reference. Derived
from the learning cognition literature (Bloom, Engelhart, Furst, Hill, & Krathwohl,
1956), such a framework may encompass three to six different learning stages which

% During the interviews, middle managers were asked about their opinion on the potential of the respective lea-
dership development practice (if it were organized with a cross-business focus) to foster cross-business colla-
boration. For each practice they had experienced, they indicated the potential for fostering the necessary cross-
business social capital as well as the necessary human capital development. The graph shows the mode and its
frequency in the form of bubbles. The position of the bubble represents the mode, the size of the bubble
represents the number of times mentioned (for details please see appendix).
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differ in the degree of complexity of the learning goals. This suggests that development
paths should be designed from less complex to more complex learning goals. The
leadership development literature proposes a) critical awareness and knowledge, b)
guided application, and c) independent application as corresponding mastery levels
that result in the skilled performance of a leader (Van Velsor et al., 2004). It becomes
apparent that these mastery levels focus on the competences, experiences and skills of
a manager, which contributes to the human capital dimensions of a firm.

Even though the social interaction aspect has been acknowledged to be beneficial in
driving learning and development processes efficiently, it is rarely discussed as an in-
dividual, dedicated learning goal dimension (Day, 2000). It is usually only considered
to ease individual learning processes by mixing different participants together for net-
working at a dinner or other social events. Moreover, the composition of participants
results more from individual schedules, i.e., whether a specific manager’s time sched-
ule will allow participation. Consequently, social capital development remains on the
level of a contact-experience, facilitating at best a good learning experience during the
program but not resulting in subsequent business collaboration.

As seen in our study, mere exposure to participants from other business groups did not
necessarily impact their cross-business social capital in a sustainable way. A system-
atic development of higher levels of social and human capital was enabled, however,
when managers were deliberately put together in the same constellation in which they
interacted in their daily business lives or should interact in future (such as in the X-
BLE program, recently launched by FinanceCorp— please see chapter 4.2.2). Thus,
most of the interviewees thought that leadership development experiences such as
dedicated cross-business workshops, job assignments and action learning organized in
a systematic and aligned way would be the most preferable for supporting cross-
business collaboration. They entail the potential to enable the necessary contact-, as-
similation- and identification experiences, on the one hand, and the necessary human
capital development on the other hand. In that way, they support both high levels of
social and human capital in a systematic and sustainable way.

We suggest that the corporate human resources management of an MBF incorporate
dedicated social capital mastery levels in the form of a contact-, an assimilation- and
identification-experience along with human-capital-oriented mastery levels (critical
awareness and knowledge, guided application and independent application). If the
design of leadership development practices in an MBF is guided by careful considera-
tion of the mastery levels of both dimensions (human and social capital), we would
assume that leadership development practices lead to skilled and collaborative per-
formance across businesses and thus are aligned (external alignment) best with the
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corporate strategy of the firm. This is illustrated by the following figure, which is
based on figure 1-1 from the introduction to the dissertation and provides linkage be-
tween our conclusions and our original research intent:

Corporate Human Resources Management of a MBI (Horizontal Optimizer)
Leadership Development Practices
External Alignment
Practice 1 Practice 2 Practice 2

cross-business  ¢ross-business  cross-business
value creation  value creation value creation

Secial-capital oriented
Design of Leadership Development
Practices
Identitication-Experience

Assimilation-Experience

Contact-Experience

Skilled and Collaborative Performance Culture
Cross-business Value Creation (Growth Synergies)
Competitive Advantage

Figure 5-7: Overview External Alignment of Leadership Development (Source: author)
Formally stated as a proposition:

Proposition 4a: If leadership development practices are designed under consideration
of social capital mastery levels, they will foster continuous cross-business value crea-
tion (growth synergies) and thus are strategically aligned (i.e., external alignment)
with the corporate strategy of an MBF (horizontal optimizer).

However, as discussed in chapter 2.2.4, an external alignment of leadership develop-
ment practices is only one part of a strategic alignment. The interrelationship of differ-
ent practices and thus their internal alignment needs to be considered in order to create
a sustainable approach to leadership development that might lead to competitive ad-
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vantage. Based on the observations in our case study, we discuss in the next section
which leadership development practices might create a positive synergistic effect be-
tween each other in order to reinforce their impact.

5.3.3 Internal Alignment of Leadership Development Practices

The internal alignment of leadership development practices refers to a configurational
perspective on how different leadership development practices are interrelated within
the broader context of all HR practices. As discussed in 2.2.4, different forms of inter-
nal alignment can be distinguished, such as within-HRM system alignment, inter-
HRM activity alignment, and infra-HRM activity area alignment. The last is what we
have considered in our study with regard to leadership development practices. It fo-
cuses on the question of how different leadership development practices (in our case,
360 degree feedback, coaching, mentoring, job assignment, leadership training, action
learning, and networks) interplay with each other. Positive synergistic effects occur
when practices complement each other and build ‘powerful connections’. In contrast,
negative synergistic effects occur if the practices undermine each other. Finally, sub-
stitutable effects may occur if practices have the same effect and nothing is gained
other than raising additional costs.

Based on our observations and interpretations, we propose that leadership develop-
ment practices in an MBF build positive synergistic effects (are internally aligned) if
they are provided in such a way that they not only enable the development of human
capital mastery levels but social capital mastery levels as well. This implies that they
are provided in such a manner that they stzart by enabling a contact-experience, fol-
lowed by an assimilation-, resulting in an identification-experience. The following fig-
ure summarizes this suggestion and will be discussed further in the following para-
graphs.
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Figure 5-8: Social-capital-oriented Leadership Development Process (Source: author)

Conversely, negative synergistic effects result from a subsequent order that does not
consider the different path-dependent stages of social capital development, for exam-
ple, if an assimilation experience is introduced through 360 degree feedback where no
contact-experience has taken place beforehand. Substitutable effects may arise between
practices that involve enabling the same social capital experience, such as: between
mentoring and coaching, between leadership training and action learning, and between
leadership training and networks/off-sites. However, these effects are, to a great ex-
tent, dependent on the particular design and execution of the practice.

Empirical Evidence. Internal alignment of leadership development is an important
factor in enabling cross-business collaboration among middle managers in an efficient
way. It is not only the most efficient way to facilitate the relevant human and social
capital mastery levels but also the most effective way to help individuals to make sense
of their development experiences. It seems that highly engaged middle managers had
the opportunity to experience a leadership development process consisting of a mix of
practices that supported each other in such a way that social capital development was
enabled in a sequential manner (from a contact-, assimilation- to an identification-
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experience). Accordingly, they report of being satisfied with their development
process.

“If I am honest, the firm has been very nice to me over the last few years. I have been
very well supported in my development. There is no area that I should be upset about.
[...] Mentoring [was one of the most important experiences]. I got the job I have today
through my mentor. [...] I learned to network, which I had not done before. That was
very helpful. The 360 degree was also very good for me. [...] And the job assignment
[from business 1 to business 3] was particularly great. If I had the choice, I would now
love to see business 2 as well. Then, I would have the full picture.” HL-CBC28

Conversely, as already indicated earlier (please see 5.1.3), approaches were seen as
being less fruitful with respect to supporting cross-business collaboration if one of the
stages was left out, such as, e.g., the contact phase.

“I had negative experiences in meetings with business 2. We met twice a year for din-
ner to establish a common prospect pipeline. It was disastrous. [...] Why didn’t it
work? Because businesses and expectations were too different. We had an initial din-
ner as our first contact, just to get to know each other, and it was already much too ag-
gressive for me — along the lines the message was: ‘now collaborate!” But I would
have preferred it if we had just approached the whole thing in a more relaxed way and
had discussed what our goals were and what the scope of those goals should be. And
thus, we didn’t continue. There was just too much tension in the air with regard to the
different expectations. [...]” ML-CBCO08

If the stage did not move beyond a contact-experience (e.g., to an assimilation- or
identification-experience) to enable further social capital development, it was also per-
ceived as negative.

“[Negative experiences] That was with one initiative where a unit from business 1 and
one from business 2 were supposed to collaborate. There was relatively little outcome.
To be honest, almost nothing. We met three times, tried to coordinate and then it faded
out. After half a year, the initiative was dead. I think there was a lack of commitment.
The initiative was launched without the participant buy-in. The initiative was there.
You were forced to go there. [...] But in fact, the market was already pretty well coor-
dinated and covered based on our daily business, so the initiative was actually useless.
And the participants weren’t asked whether they saw any sense in the initiative or not.
It had to take place. That was the requirement.” HL-CBC19

According to our observations, it seems that in earlier career phases, middle managers
value guided programs providing contacts, critical knowledge and room for guided
application. Having reached a certain mastery level, they were striving for develop-
ment through on-the-job business challenges. Apparently, they were capable of seeing
much more learning potential in their jobs than they had been before.
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“[What I miss] is the follow-up of the [action learning] program. I do not feel that I am
on the radar screen, on a certain leadership list. I think I have grown personally and I
will continue to do so, but I would have been willing [then] to prove myself, to take
what I had learned and give something back to the firm — in the context of a real busi-
ness challenge, e.g., a task where the firm might say: We have a problem here; please
elaborate on it, think about it and provide us with solutions. In such a situation, you
would be able to show what you’ve learned. I would have been willing to do that. [...]
I think a person would be able to sustain his development if he could continue with
another business challenge after the program. [...] In general, you, as you get older,
wind down with regard to your own development. You have already seen a lot and you
can judge things better. In this sense I now profit much more from the on-the-job de-
velopment potential, which was different before. That means, before, I wanted to par-
ticipant in all the training programs, etc. And now I see a real business potential that I
can realize. I don’t need case studies anymore, because I have case studies every day
that I approach and decide to develop. I know now where my strengths and weak-
nesses are and I don’t need the MBTI [a training program] for that anymore. [...] I
think I have been through most of the formal parts. And they were packaged for me
and I felt quite comfortable with them. I can say that a foundation has been laid and it
is still there. And now I can develop it further through my on-the-job experience.” HL-
CBCO05

In this sense, activities designed to support learning from experience, such as coaching
or other options, become more important for reflecting on cross-business experiences.

“What I would have loved to have is more coaching and mentoring. That is what I
never had. Simply to profit from experienced people or somebody who mirrors you
but is not responsible for your bonus. Somebody who cares for you, to make you fit
for the firm and who I can feel totally free with and can trust.[...] Or a mentor who
opens me a bit to the world beyond my job. I would have appreciated that.” HL-
CBC22

“If you combined the job assignments or stages together with training. I think, work-
ing in the other business is really beneficial. If you then made the picture complete
with a certain type of training program, I think that would create great potential for
both [developing the relevant cross-business human and social capital]. That would al-
low you to reflect in a target-oriented way what you have experienced during the par-
ticular stage.” HL-CBC18

Middle managers with less cross-business engagement referred to a lack of consis-
tency, transparency, and interrelationships among the different development practices.
In retrospect, they believed it to be a rather random assembling of development ex-
periences without a clear goal.
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“I probably needed the leadership seminar earlier. That would have certainly been bet-
ter two to three years before. Possibly before the first leadership experience. And then,
there was also an internal leadership training program in our region, which helped me
to understand our firm in all its facets. I would have loved to have gotten that the first
day [...]."ML-CBC26

“I was nominated by my superior for this program, as a guinea pig for the pilot. |
didn’t even know that something like it existed. [...] And in retrospect, the goal was
probably to prepare me for a teamhead position.” LL-CBC01

Even though highly engaged middle managers could cope with a lack of support, they
also expressed belief in the benefits of a systematic approach.

“I would have loved to have seen the other both businesses. I don’t have a clue as to
their products, and what I don’t know, I don’t sell. And then, they told me to organize
myself. And how I could do that? Was I just supposed to go and knock on the door? 1
needed somebody who would introduce me there and help me to meet the right people
in two to three days. Not months and weeks. I did it then myself and it was very bene-
ficial [...] I muddled through and thus got to know more and more co-workers. Now, |
recently met a colleague from the B4B Initiative. He knows the whole firm. If I had
only met him before!! And I don’t understand why nobody told me that this colleague
exists!” HL-CBC17

Discussion. The internal alignment beyond leadership development practices deter-
mines the effectiveness of any developmental activity in relation to others. For this
reason, we apply the intra-HRM-fit perspective, which considers in which way leader-
ship development practices might reinforce or complement (positive effect), under-
mine (negative effect) or substitute for (substitution effect) each other (Kepes et al.,
2007). In contemporary practice, it seems to be considered only when designing a sin-
gle program consisting of multiple elements, such as a comprehensive action learning
program, made up of training, feedback and coaching elements. Other than that, it
seems that leadership development practices are perceived to be offered in a rather
random modular mix following contemporary HR trends and resources than a system-
atic strategic alignment.

It has been emphasized in leadership development literature, however, that leadership
development is a process rather than an isolated event (Van Velsor et al., 2004).
Moreover, a move toward viewing development as something integral — and not sepa-
rate — from the daily work of the organization has emerged (Seibert et al., 1995). Fi-
nally, it has been acknowledged that development is a complex thing that requires one
developmental experience to be linked to another: “[...]No single developmental ex-
perience, not matter how well designed, leads to substantial growth or change. Leader-
ship lessons are learned best when one developmental experience is reinforced by
other experiences.” (Van Velsor et al., 2004:207). However, almost no research can be
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found specifically focusing on the mutual reinforcement and the interplay of different
leadership development practices over time within a certain strategic context (Kepes et
al., 2007).

Thus, with this dissertation we take a first step in this direction. For the strategic con-
text of an MBF focusing on continuous cross-business value creation, we observed
that leadership development practices were able to create positive synergistic effects.
However, those effects only arose if the practices were provided in such a way that
they facilitated — beyond human capital development - the sequential development of
social capital mastery levels (contact-, then assimilation and finally an identification-
experience). This might have been supported a) through one program that assembled
all of these kinds of practices in the appropriate order, such as, e.g., a comprehensive
action learning or leadership training program. Support may also have been provided
b) through different leadership development practices following each other in such a
way that they enabled the identified human and, in particular, social capital experi-
ences in a sequential manner over time.

Consequently, in order to support cross-business collaboration in the strategic context
of an MBF most effectively, we suggest beginning with leadership development prac-
tices, such as networks / off-sites, accompanied by a mentoring or buddy-system that
provides first contacts as well as critical awareness and knowledge. In this way, con-
tacts, critical awareness and basic know-how are initiated within a collective envi-
ronment that lowers barriers to approaching each other. Questions that might rise can
be clarified in a psychologically safe environment of a mentorship or with a dedicated
assigned partner or buddy from the other business. However, this contact-experience is
not exclusively limited to leadership development platforms. Individual lunch dates
that emerge from the initial contact might potentially achieve the same effects as an
organized mentorship. Further, product information events and sales roadshows might
entail the same contact potential than networks / off-sites.

Following such a first contact and critical awareness stage, a cross-business leadership
training activity might entail the potential to deepen a contact and enable an assimila-
tion experience. Since middle managers gather for 2-3 days, a more intensive ex-
change is possible that leads toward more trust in the relationship on the one hand and
to a guided application of the cross-business know-how on the other hand. As shown,
the dedicated X-BLE program was seen as a good second step for people having al-
ready had their first cross-business collaboration experiences. Thus, it could serve as
an enabler for a second mastery level of social and human capital. However, inter-
viewees indicated a lack of follow-up. Thus, 360 degree feedback or cross-business
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collaboration peer focus groups might provide effective reinforcement for leadership
training activities.

Further, a cross-business collaboration case or project — as provided within an action
learning program — might be a good means to experience collective identification and
to move from a guided application to an independent application to manifest cross-
business collaboration as a general attitude. Consequently, we suggest that corporate
human resources management creates positive synergistic effects (strategic alignment)
between the practices by providing them in a sequential manner so that they foster the
human and social capital development indicated.

Further, we argue that if the social capital dimension and its path-dependent develop-
ment are not considered, the interplay among the leadership development practices is
not optimal and might, in a worst case scenario, create negative synergistic effects and
undermine each other. For example, if a development practice fosters an assimilation-
experience where a first contact has not yet been established at a satisfactory level,
participants might feel like they have been ‘run over’. In this case, people create resis-
tance to a program or — in the worst case — to the other business involved. In the best
case, practices might only substitute for each other and raise costs, which decreases
efficiency.

Based on our observations, we argue that coaching and mentoring might encounter a
substitutable effect, particularly in the case where the mentor is able to apply coaching
methods. Depending on the design, a leadership training program and networks/off-
sites might also indicate some substitution effects, particularly if the design of the
leadership training program is limited to a simple mix of different participants. The
same effect might occur between action learning and leadership training, particularly,
if the leadership training program is a full-fledged program where mentorship, coach-
ing and 360 degree feedback are integrated. However, it seems that, due to the project-
based approach and its embeddedness, an action learning program still holds a greater
potential for developing stronger forms of social capital than leadership training.

In sum, we conclude that an internal alignment of leadership development practices
leads to an overall leadership development process consisting of several leadership
development practices that enable individuals to experience sequentially ordered social
capital development stages. The following figure presents this idea, complementing
the external alignment discussed above:
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Figure 5-9: Overview Internal Alignment of Leadership Development (Source: author)
Formally stated as a proposition:

Proposition 4b: If leadership development practices are offered in a sequential man-
ner that fosters social capital development, they will create positive synergistic effects
between each other and are thus strategically aligned (internal alignment) with the
corporate strategy of an MBF (horizontal optimizer).

5.3.4 Conclusion

Based on the conclusions in the preceding chapters, it is normatively suggested that
leadership development practices are strategically aligned if they consider a system-
atic social capital orientation with regard to the design of each practice (external
alignment), as well as with regard to their interrelations among each other (internal
alignment). Particularly in the strategic context of an MBF that realizes value creation
through horizontal optimization, corporate human resources management should em-
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ploy leadership development to support not only a skilled but a skilled and collabora-
tive performance culture. Consequently, being strategically aligned implies valuing
social capital mastery levels as much as much the human capital mastery levels when
designing leadership development.

In other words, if a leadership development practice is designed under consideration of
the mastery levels of social capital development, enabling a contact-, assimilation- and
identification experience, we refer to it as external alignment (in the context of an
MBF). That means, for example, that the composition of the participants must be con-
sciously chosen and must reflect the existing or potential valuable relationships for
cross-business collaboration between the businesses consciously. As leadership devel-
opment is experienced as a process from the perspective of the respective managers,
we further suggest that the design of the whole process, consisting of a mix of differ-
ing practices, should consider these social capital mastery levels, too. That means that
a configuration of leadership development practices that enables the sequential devel-
opment of the different social capital stages over time will most likely create positive
synergistic effects among each other, which we refer to as internal alignment (in the
context of an MBF). This leads to the following formally stated propositions:

Proposition 4a: If leadership development practices are designed under consideration
of social capital mastery levels, they will foster continuous cross-business value crea-
tion (growth synergies) and thus are strategically aligned (i.e., external alignment)
with the corporate strategy of an MBF (horizontal optimizer).

Proposition 4b: If leadership development practices are offered in a sequential man-
ner that fosters social capital development, they will create positive synergistic effects
between each other and are thus strategically aligned (internal alignment) with the
corporate strategy of an MBF (horizontal optimizer).

Thus, we contribute to the existing SHRM literature, leadership development and cor-
porate management research in three ways: (1) We contribute to research on the im-
pact of leadership development. It is widely acknowledged that leadership develop-
ment impacts firm performance, but it is still not clear in what way. By suggesting that
some of the effect might be rooted in social capital development, we indicate a further
source of impact. Thus, we propose to complement the traditional view, which mainly
evaluates the impact only on the human capital side, with a social capital dimension.
(2) We contribute to SHRM literature by investigating the interrelations between dif-
ferent leadership development practices. Having turned the perspective toward how
the mix of leadership development practices leads to a leadership development process
that is experienced by the manager over time, we enable conclusions on how to se-
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quence, i.e., align, leadership development practices in order to create the most ideal
conditions for enabling cross-business collaboration. Finally, (3) we contribute to cor-
porate management research in the context of MBFs by explicating internal social
capital as a driver for cross-business value creation and indicating how to foster its
development through strategically aligned leadership development. Thus, it might it-
self become a source of competitive advantage for a firm.
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6 Conclusion

This dissertation’s objective was to investigate the role of leadership development for
strategy realization in MBFs. The overall guiding research question was how leader-
ship development practices impact the realization of cross-business value creation on a
corporate level. Acknowledging the important role of middle managers’ activities and
their social capital for strategy realization, three sub-questions were derived based on
the existing literature: (1) How does social capital contribute to middle managers’
cross-business collaboration activities and how is it developed? (2) In which way do
leadership development experiences most likely allow middle managers to develop the
necessary social capital for valuable cross-business collaboration? (3) How can corpo-
rate human resources management align leadership development practices to foster
cross-business value creation? The following paragraphs provide a brief summary and
review of the dissertation’s contents and findings.

In the first chapter, we framed the research problem of an MBF with respect to its ob-
jective of realizing cross-business value creation. We outlined the existing research
gaps and stated our intent to explore leadership development as a means for MBFs to
achieve corporate advantage. Further, we highlighted the theoretical and practical rele-
vance of our topic and defined the guiding research questions.

The second chapter provided the work’s theoretical background and underlined its
theoretical relevance. The existing literature was reviewed with regard to MBFs and
leadership development. While we applied both a corporate strategy and strategy reali-
zation focus on MBFs, leadership development was studied from the perspective of a
strategic human resource management activity. Based on the shortcomings identified
in both fields, a guiding investigation framework was developed for approaching the
research problem.

The third chapter outlined the empirical research approach, including methodological
considerations. We justified an inductive embedded case study approach and the selec-
tion of SubFinanceCorp, a subsidiary of a large MBF within the financial services in-
dustry, as our research site. We described comprehensively the case selection of thirty
middle managers and the research strategy applied, including data collection and
analysis, in order to enable an evaluation of the quality of the research.

In chapter four we presented our empirical findings in the format of an initial within-
case study. We described the research context and the research site in order to enable
the embedding of the findings. Analyzing cross-business collaboration activities, so-
cial capital and leadership development experiences among the investigated thirty
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middle managers, we conclude that, indeed, social capital and leadership development
experiences explain the performance differences in cross-business value creation
among the middle managers.

Chapter five provided the analytical generalization of the dissertation’s findings. With
the help of an in-depth comparative cross-case analysis between three groups of mid-
dle managers (low, moderate and high cross-business collaboration engagement), each
research question was discussed extensively in the light of the existing literature, re-
sulting in the development of a set of theoretical propositions. These insights can
briefly be summarized as follows: 1a) different cross-business collaboration activities
(cross-selling, client referral and joint product / market development) require different
intensity stages of social capital (weak, semi-strong, strong); 1b) the social capital
stages identified are path-dependent in nature and develop from each other; 2) differ-
ent leadership development experiences (contact-, assimilation- and identification-
experience) contribute to developing the different stages of social capital; 3) in an
MBEF, leadership development practices are strategically aligned if their design (prac-
tice and process) considers social capital stages explicitly as development objectives.
Consequently, they contribute not only to a skilled but also to a collaborative perform-
ance in an MBF and represent a source of competitive advantage.

Finally, chapter six, the concluding chapter, consists of four subchapters. In 6.1 we
discuss the contributions to strategic management theory and practice based on our
research intent. Subchapter 6.2 discusses this study’s methodological and theoretical
limitations. Subchapter 6.3 outlines directions for future research. Finally, we conclude
our dissertation in 6.4 with an outlook to its potential future value.

A comprehensive overview of the findings incorporated into our investigation frame-
work is provided below, accompanied by a summary of all of our developed theoreti-
cal propositions:
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Figure 6-1: Summary of this Dissertation’s Theoretical Findings

Proposition 1: Different types of cross-business collaboration activities (cross-
selling, client referral and joint product / market development) are related to different
intensity levels of social capital (weak, semi-strong, strong).

For each cross-business collaboration type, the following sub-propositions can be de-
rived:

Proposition 1a: Cross-selling is most efficiently facilitated through weak social capi-
tal that is a function of weak professional ties, ability-based trust and shared language.

Proposition 1b: Client referral is most efficiently facilitated through a semi-strong
social capital that is a function of weak personal ties, benevolence-based trust and
shared values.

Proposition 1c: Joint product / market development is most efficiently facilitated
through strong social capital that is a function of strong ties, identification-based trust
and shared vision.

Proposition 2: The development of cross-business collaboration activities (from
cross-selling to client referral and product development activities) is related to the de-
velopment of cross-business social capital intensity (from weak to strong forms),
which is facilitated through specific interaction-experiences (contact-, assimilation-
and identification-experience).

For each social capital development stage, this can be concretized in the following
way:

Proposition 2a: Weak forms of social capital that lead to successful engagement in
cross-selling is most likely facilitated through a positive contact-experience.
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Proposition 2b: Semi-strong forms of social capital (including the lower level) that
lead to successful engagement in client referrals is most likely facilitated through a
positive assimilation-experience.

Proposition 2c: Strong forms of social capital (including lower levels) that lead to
engagement in joint product / market development is most likely facilitated through a
positive identification-experience.

Proposition 3: Participation in leadership development practices with a cross-business
focus is positively associated with the development of cross-business social capital.

This is concretized with regard to each leadership development practice in the follow-
ing way:

Proposition 3a: The development firom weak to strong forms of cross-business social
capital is moderated by participation in leadership development practices with a cross-
business focus that enable self-reflection (e.g., through coaching).

Proposition 3b: The development of weak forms of cross-business social capital is
supported by participation in leadership development practices that enable a (cross-
business) contact-experience (e.g., through networks/off-sites and mentoring).

Proposition 3c: The development of semi-strong cross-business social capital is sup-
ported by the participation in leadership development practices that enable a (cross-
business) contact- and an assimilation-experience (e.g., leadership trainings).

Proposition 3d: The development of strong forms of cross-business social capital is
supported by participation in leadership development practices that enable a (cross-
business) contact-, assimilation- and identification-experience (e.g., through job as-
signment, action learning).

Proposition 4a: If leadership development practices are designed under consideration
of social capital mastery levels, they will foster continuous cross-business value crea-
tion (growth synergies) and thus are strategically aligned (i.e., external alignment)
with the corporate strategy of an MBF (horizontal optimizer).

Proposition 4b: If leadership development practices are offered in a sequential man-
ner that fosters social capital development, they will create positive synergistic effects
between each other and are thus strategically aligned (internal alignment) with the
corporate strategy of an MBF (horizontal optimizer).
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6.1 Contributions to Theory and Practice

Briefly reviewing the theoretical and practical relevance of the dissertation at hand,
this subchapter discusses the work’s contribution to the various respective theoretical
fields and to management practice.

6.1.1 Contributions to Theory

The fields of strategic management and human resources management view elaborat-
ing on leadership development practices as a strategic means for MBFs to foster cross-
business synergy realization as a fruitful field for research. The inherent macro-level
perspective of strategic management research fails to reflect adequately the importance
of individual level people management that enables strategy realization. Human re-
sources management's inherent micro-level perspective is equally unable to account
for the interrelationship of diverse leadership development practices within a strategic
context (Allen & Wright, 2007; Boxall et al., 2003; Kepes et al., 2007; Kerr & Jackof-
sky, 1989). The young discipline of strategic human resources management intends to
bridge this gap by focusing on the interrelation and alignment of various human re-
sources practices, such as leadership development. By elaborating on the interrelation
of leadership development practices within the specific strategic context of an MBF,
this dissertation takes a step in that direction and contributes to an improved under-
standing of leadership development as a means for strategy realization.

In addition to the suggestions regarding the strategic alignment of leadership develop-
ment practices in MBFs, this dissertation provides insights for various substreams
within the strategic management and human resources management fields.

e Strategic Management

Corporate Strategy. Corporate strategy and management literature has indicated that a
convincing strategy as such is a necessary but not sufficient condition for an MBF to
achieve corporate advantage. As it seems that the organizational arrangement as such
does not automatically lead to superior corporate effects or synergy realization
(Miiller-Stewens & Brauer, 2007; Miiller-Stewens & Knoll, 2005b; Rumelt, Schendel,
& Teece, 1994), the management of these elements was identified as a critical factor in
turning strategy into action. However, surprisingly little is known on how MBFs gen-
erate cross-business synergies, and the field of growth synergies and their related
processes is particularly under-researched (Martin et al., 2003).

This dissertation’s contribution to corporate strategy is twofold. (1) We provide a
categorization of different cross-business growth synergies (cross-selling, client refer-
ral and joint product / market development) and an elaboration of their differing char-
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acteristics and underlying collaboration activities. In doing so, we contribute not only
to a more fine-grained understanding of cross-business growth synergies as such but
also to an understanding of their underlying collaboration processes. This description
offers insights into how these growth synergies can be managed and further re-
searched. (2) By elaborating the underlying cross-business collaboration activities, we
strengthen the relevance of the internal social capital involved as a resource in an
MBF, which requires dedicated management attention. Focusing our attention specifi-
cally on the guality dimension of social capital, we set a relational focus on social
capital, following the insights from recent research that network structures as such do
not satisfactorily account for performance differences. For example, Dyer & Hatch
(2006) demonstrated that two firms with the same supplier network did not enjoy simi-
lar benefits from it and stressed the importance of the relational-specific aspects of
such networks (Dyer & Hatch, 2006).

At the same time, the need for consciously managing the relational aspect of social
capital, i.e., trust, has been identified the most problematic for managers (Limerick &
Cunnington, 1993): “The key value in networking and the one that is most problematic
for Western managers, is trust [...]. High levels of trust help reduce transaction costs
[...]. Trust reduces uncertainty about the future and the necessity for continually mak-
ing provisions for the possibility of opportunistic behaviour among participants [...].
Trust lubricates the smooth, harmonious functioning of the organization by eliminating
friction and minimizing the need for bureaucratic structures that specify the behaviour
of participants who do not trust each other. But trust does not come naturally. It has to
be carefully structured and managed.” (1993: 95-96).

This dissertation offers propositions on how to manage the relational aspect of internal
social capital in an MBF with the help of leadership development practices. In doing
so, we address people management aspects on an inter-personal level in more detail,
an area in strategic management literature that we identified as having shortcomings
(Kepes et al., 2007).

Middle Managers. By focusing on the role of middle managers, this study adds to
middle manager literature (e.g.Floyd & Wooldridge, 1992, 1996; 1997, 2000; Pappas
& Wooldridge, 2007). We confirm the critical role of middle managers in strategy re-
alization within the specific strategic setting of the MBF. In line with contemporary
research (Wooldridge et al., 2008), we also reveal that a broader definition of middle
managers which accounts for strategic actors with and without out a formal managerial
role is beneficial, particularly for cross-business growth synergy realization. Existing
literature focuses mainly on strategic activities that are directed up- or downward and
thus address relationships with superiors and employees. We complement this focus
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with a lateral and peer-related view that is relevant in cross-business collaboration set-
tings. Accordingly, we identify strategic activities across businesses that result in
cross-business synergy realization. Further, we provide insights into middle manager
activities that seek to build and maintain their internal social relationships to their
peers, and insights into coping with the typical disparity between competition and col-
laboration existent on the peer-level.

Social Capital. Finally, we contribute to organizational social capital literature (Gho-
shal & Bartlett, 1990; Leana & Van Buren, 1999; Mehra, Dixon, Brass, & Robertson,
2006; Nahapiet & Ghoshal, 1998; Tsai, 2000, 2002; Tsai et al., 1998). Most interaction
in and between organizations involves uncertainties regarding their exact outcomes
(Jones 1998). Trust — as a set of behavioral expectations among people — allows the
managing of the uncertainty or risk associated with interaction in order to jointly opti-
mize the gains as results from cooperative behavior (Jones & George 1998). In this
way, trust serves as a governance mechanism to cope with the uncertainties and risks
of social interactions within and between organizations (cf. Ring 1992, Jones &
George 1998). We confirm the relevance of qguality aspects of social capital, such as,
e.g., trust, as a governance function for collaborative behavior in cross-business syn-
ergy realization.

Having specified the weak, semi-strong and strong forms of social capital related to
specific cross-business collaboration settings, we contribute to an improved under-
standing of the most ‘optimal’ fit of social capital related to a specific task environ-
ment. In doing so, we reveal that social capital is not necessarily a linear construct in
terms of ‘the more, the better’ and thus needs to be considered in a differentiated way.
We are able to harmonize some existing inconclusive results in social capital literature
on the benefits of tie strength, trust and shared vision. Further, we contribute to specify
inter-unit collaboration. Whereas most of the literature does not yet distinguish spe-
cifically between inter-unit and cross-business-unit collaboration, we maintain that
cross-business-unit collaboration is a specific form of inter-unit collaboration that in-
corporates aspects of both inter-unit and inter-organizational collaboration settings.
Accordingly, it was identified as a specific subform of inter-unit collaboration that re-
quires dedicated research attention and needs to be distinguished from both inter-unit
and inter-organizational collaboration.
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e Human Resources Management

Strategic Human Resources Management. On the other hand, we contribute as well
to human resources management — more precisely, to strategic human resources man-
agement - literature. As outlined in 1.1, human resources management literature com-
prises a large body of studies investigating the contribution of human resources man-
agement practices (including leadership development practices) to firm performance
(Huselid, 1995). Even though most studies acknowledge a correlation between prac-
tices and performance, there is a lack of sound evidence (Boxall & Purcell, 2003; Pur-
cell & Kinnie, 2007; Wright et al., 2001). Consequently, we contributed to a deeper
practices understanding of how human resources practices, such as leadership devel-
opment practices, create organizational impact beyond individual career success (Ma-
bey et al., 2005; Purcell et al., 2007).

We provided further insights into this relationship in three ways. (1) As most studies
are based on HR managers as respondents, the view of the employee experiencing the-
ses activities is surprisingly absent in contemporary research. Accordingly, this disser-
tation closes this gap by incorporating the employee’s perception as a mediating role.
In doing so, we derived critical development experiences (contact-, assimilation-, iden-
tification-experience) enabling cross-business relationship development. (2) Further,
we addressed the shortcomings of the existing human resources management litera-
ture, which mainly focuses only on isolated practices regardless of their potential inter-
relations (Kepes et al., 2007; Lewis, 1997). By adopting a strategic human resources
management view, this dissertation focused on leadership development practices, in-
cluding their interrelationships and alignment. Consequently, we proposed social capi-
tal mastery levels as specific design criteria for each practice in order to be aligned
with the strategy of an MBF focusing on cross-business collaboration.

Further, we proposed the sequencing of leadership development practices within a de-
velopment process that accounts for their interrelations. (3) We offer a complementary
perspective on social relations which we hold to be of benefit to human resources
management. We developed that perspective as a response to the shortcomings of the
predominant human-capital-oriented model in human resources management, which
focuses on the attributes of individuals and matches them with the characteristics of
the organization (Brass, 1995; Storberg-Walker, 2007). The difference lies in focusing
on relationships and structures among actors rather than on individual attributes and
isolated actors. This dissertation offers a step in the direction of incorporating a rela-
tional perspective to human resources management by concretizing how the relational
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aspect (social capital) can be integrated into leadership development practices as a
subset of human resources management activities.

Leadership Development. Even though it is widely acknowledged that leadership de-
velopment does contribute to organizational effectiveness, there is a lack of sound evi-
dence on how it takes place. Accordingly, authors call for a review of the efficacy of
leadership development programs (e.g. Mabey et al., 2005). This dissertation contrib-
utes to these existing shortcomings by elaborating the leadership development per-
formance link and provides additional insights into it in four ways. (1) In contempo-
rary research and practice, the predominant leadership development model focuses on
the individual competences, skills and attitudes of managers. Accordingly, leadership
development has to date mostly been considered and evaluated with regard to its con-
tribution to human capital. Consideration with regard to its potential contribution to
social capital is lacking (Brass, 1995; Day, 2000).

This dissertation represents one of the rare attempts at evaluating leadership develop-
ment practices with regard to their contribution to social capital. Focusing particularly
on the relational aspects of social capital, we made a counter-intuitive discovery: Col-
lectively organized leadership development experiences do not necessarily contribute
to stronger forms of social capital. Rather, leadership development practices that entail
the potential to foster self-reflection (such as coaching and 360 degree feedback) as
well as practices that enhance an identification experience (such as action learning and
job assignment) help to support higher stages of social capital.

(2) Following the predominant leadership development model, most offerings are de-
signed with regard to human-capital-oriented mastery levels, such as critical knowl-
edge and awareness, guided application and independent application of skills (McCall
& Hollenbeck, 2007; Seibert et al., 1995). Incorporating social capital into the design
of leadership development requires considering it as a learning objective. This disser-
tation proposes social capital mastery levels as design criteria for leadership develop-
ment practices, complementing the human resources mastery levels.

(3) Offering an appropriate leadership development process that effectively enables the
social capital experiences required is a challenging proposition as it is not as straight-
forward as offering training programs for individual skill enhancement (McCall et al.,
2007). This dissertation represents the first attempt to characterize the experiences
necessary within a continuous leadership development process enabled by appropri-
ately designed leadership development practices. In doing so, we provide insights into
which leadership development practices result in positive synergistic effects, which of
them might be substitutable, and which might cause negative effects.
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(4) Incorporating a social-capital-oriented perspective into leadership development, we
account for lateral and peer-leadership, which has become increasingly important in
flatter and more flexible organizational structures. While this issue has not been spe-
cifically addressed to date, this dissertation provides insights into how middle manag-
ers build, maintain and develop relationships with their peers in order to collaborate
effectively. Accordingly, this dissertation provides a broader understanding of leader-
ship by going beyond individual attributes and defining leadership as a collective
process.

6.1.2 Contributions to Practice

With this dissertation’s findings, we contribute as well to managerial practice. We
provide insights for corporate management, corporate human resource managers, lead-
ership development professionals in MBFs, as well as consultants.

Management of Continuous Cross-business Growth Synergy Realization. Our dis-
sertation offers insights on different types of permanent cross-business collaboration
growth synergy creation that add to the revenue streams of MBFs. We provide corpo-
rate management with a basis for identifying, managing, supporting and tracking such
collaboration activities. Further, insights on the underlying collaboration processes and
the uncertainties and risks involved for the collaborating parties are provided. This
enables corporate management to choose relevant governance and incentive systems.
Moreover, our investigation revealed the specific and important role of middle manag-
ers and professionals in the middle of the organization for the realization of cross-
business growth synergies. Accordingly, corporate human resources management
should opt for including these actors in leadership development. More specifically, it is
recommended to foster their cross-business social capital in order to achieve value
creation on a continuous basis. Thus, we present how leadership development prac-
tices can be used as a strategic means to support middle managers’ social capital gen-
eration in order to foster cross-business growth synergy creation.

Recognizing the Value of Social Capital. Our research reveals the underestimated
function of leadership development for strategy realization in general and cross-
business collaboration in MBFs in particular. Despite the acknowledged importance of
linking strategy realization and leadership development, research fails to provide rec-
ommendations on how this could be supported in practice.

The dissertation’s findings provide recommendations on how to address this linkage in
MBFs in a systematic and efficient way to strive for horizontal optimization with
cross-business synergy generation. By combining a strategic management and human
resources management perspective, our findings enable corporate human resources
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management to foster not only a skilled but also a collaborative performance culture,
which is necessary in an MBF that focuses on cross-business growth synergies.

Even though the value of social capital in leadership development is mainly accepted,
human-capital-oriented leadership development approaches are still predominant in
practice. These approaches rarely go beyond a contact-experience. On the other hand,
it must be noted that establishing, building and maintaining social capital across busi-
nesses requires a large investment in resources; however, research continues to lack
concrete recommendations regarding which social capital intensity is most efficient in
relation to different strategic settings and task-environments.

With the proposed social capital mastery levels, this dissertation provides corporate
human resources management with recommendations on how to foster the respective
social capital levels through leadership development in an efficient way according to
the MBEF’s strategic focus on cross-business collaboration (cross-selling, client referral
or joint product / market development). Incorporating social capital stages in leader-
ship development, however, requires rethinking, conceptualizing and organizing lead-
ership development in different ways: (1) From individual-oriented leader develop-
ment towards collective-oriented leadership development; (2) from up- and downward
leadership to embracing peer-leadership; and (3) including professionals in leadership
development; (4) from competences-oriented to experience-oriented; and (5) from
providing leadership development events to providing a development process.

(1) From individual-oriented to collective-oriented leadership development. Incorpo-
rating social-capital-oriented mastery levels into the design of leadership development
practices provides the opportunity to move from individual leader-oriented develop-
ment practices to collective-oriented leadership development. In contemporary prac-
tice, most leadership development programs are provided according to the individual
competence levels and managerial position. Bringing managers together for a course is
an efficient means of running a program and provides for improved individual learning
on-site, but rarely enables a particular quality of social capital or a collective experi-
ence.

Turning our perspective from the intended practice (provider view - human resources
management) to the practice as experienced by individuals (participant view — middle
managers), our dissertation’s findings reveal that mixing participants randomly from
different businesses does not adequately support social capital, particularly if it is not
followed up. Thinking in collective leadership development terms involves consider-
ing the relationships between the participants in a dedicated manner as that in which
their individual competence levels are considered. Accordingly, it is recommended to
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provide programs for groups of middle managers who interact on a daily basis, have a
business link, and possess the potential to collaborate in order to increase growth syn-
ergies. Thus, the classroom serves well for discussions of real projects and business
approaches to starting a collaboration process that will be followed up after the pro-
gram.

(2) From up- and downward leadership to embracing peer-leadership. Social-capital-
oriented leadership development, as suggested in our dissertation, entails the opportu-
nity to include peer leadership as a dedicated dimension in leadership development.
Most middle manager and leadership research still focuses on the up-ward and down-
ward relationships of middle managers. Very few approaches include lateral or peer
leadership as an important dimension (e.g., Yukl et al., 1990). In recent years, the im-
portance of addressing leadership among peers and partners has increased in response
to the ongoing trend toward flatter organisations, virtual teams and secondary working
structures within organizations as well as the increasing importance of collaborating
on an inter-organizational level in supplier networks or strategic alliances. However, in
an organization, most peers also face competition for promotion to a higher position.
Consequently, in their peer relationships, middle managers encounter a tension be-
tween collaboration and competition that needs to be balanced. By incorporating social
capital mastery levels in leadership development fostering cross-business value crea-
tion, our dissertation suggests addressing peer leadership as a dedicated dimension in
leadership development in order to foster a collaborative performance culture.

(3) Including professionals in leadership development. A strategic alignment of lead-
ership development in order to foster a collaborative culture involves embracing a
leadership definition that goes beyond an individual attribute or behavior but acknowl-
edges leadership as a social process among strategic actors in an organization (Day,
2000). As cross-business synergy realization originates between the businesses and not
at the top of an organization (Martin et al., 2001, 2003), it is important that profession-
als from all of the firm’s businesses be involved. This dissertation’s findings show that
middle managers with and without a formal managerial position have taken on leader-
ship roles in realizing cross-business synergy realization. Accordingly, it is recom-
mended that corporate human resources management also consider mid- and senior-
level professionals for their leadership development programs.

(4) From competences to experience-oriented leadership development. A strategic fit
of leadership development is today derived by identifying the critical competencies
that characterize effective leaders of today and tomorrow in the organization (McCall
et al., 2007). Thus, HR organizations usually engage in a lengthy procedure to identify
a list of competencies that executives should have, given the firm’s strategic priorities.
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Very few tackle the question of what experiences are important in developing compe-
tent executives in certain strategic settings. Identifying experiences involves including
the relational and the situational perspective into leadership development design (Fied-
ler, 1998). However, research has still not identified the relevant leadership experi-
ences with regard to the respective strategic context. Our dissertation provides a first
step in this direction by identifying the relevant interaction experiences (contact-, as-
similation- and identification-experience) in relation to the strategic context of MBFs
focusing on cross-business collaboration.

(5) From providing leadership development events to providing a process. In contem-
porary practice, corporate human resources management investigating leadership de-
velopment still faces the difficulty of justifying its investments. Even though it is ac-
knowledged that leadership development should be organized as a process (career
path) considering the interrelationships and alignment of the different practices, this is
generally not the case due to resource constraints and a pure provider-view. Research
still lacks insights into how leadership development practices interrelate and reinforce
each other in order to enable a development process. Consequently, corporate human
resources management aligns different leadership development practices (mentoring,
360 degree feedback, job assignment, etc.) according to its available resources. Even
though this ensures an efficient provision of practices, it neglects positive or negative
interrelation effects that might result in providing the right practice to the wrong peo-
ple at a wrong point in time.

This dissertation’s findings represent an attempt at rethinking the interrelationship
among different leadership development practices in order to provide guidance on how
to structure career paths that are strategically aligned with the corporate strategy of the
particular MBF. Accordingly, it was shown at which point in time which kind of lead-
ership development practices is the most efficient and will most likely lead to organ-
izational performance increase. Because of a lack of insight into the link between lead-
ership development investments and organizational effectiveness, corporate human
resources managers are still confronted with leadership development as an ‘act of
faith’ (Mabey, 2005). Thus, it is particularly difficult for them to justify comprehen-
sive and cost-intensive development paths or programs, such as, e.g., action learning.
Our dissertation reveals that particularly the investments in development paths with
interrelating leadership development practices that consider subsequent social capital
development among participants pay off.
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6.2 Limitations of the Dissertation

This dissertation attempts to develop generalizable theoretical findings based on the
case study’s empirical results. However, this dissertation includes several limitations
in respect of the theoretical and empirical approach which are discussed in the follow-
ing sections.

6.2.1 Methodological and Empirical Limitations

First, the adopted empirical approach in this dissertation involves a combination of
quantitative and qualitative data collection and analysis methods. Thus, it involved
making a trade-off between rigorous measurement and the practical concerns of col-
lecting data on a large enough and theoretically relevant sample of middle managers.
As this study mainly relied on a qualitative evaluation, the sample of middle managers
was selected based on theoretical aspects. Consequently, it suffered limitations with
regard to the quantitative data analysis as it was limited to a descriptive analysis level.
As shown in 4.4, we cannot attribute any significance to the relationships between per-
formance and social capital or social capital and leadership development participation.
Such insights are the domain of purely quantitative research approaches that employ
techniques like deductive methods, based on random and pooled statistical sampling.
Thus, this indicates the need for quantitative follow-up studies.

Second, familiarity with the research site and the topic of cross-business collaboration
was facilitated to a high extent by the fact that the author had previously worked in the
company under study. Thus, a high level of intimacy and trust could be established
with the interviewees, which enabled a very intimate and free sharing of information.
Accordingly, the quality of the research benefited from the author’s familiarity with
the context. That familiarity also strengthened the research quality and the ability of
the researcher to view the context and experiences from the participants’ perspective.
On the other hand, however, the literature points out the potential for bias when one
does not enter a research field as a ‘stranger’ and the conflicts that might arise between
one’s role as a researcher and as a worker (Morse, 1994). Due to the fact that the au-
thor of this dissertation was no longer working at the research site during the investiga-
tion, her familiarity with the company and the topic was seen as, overall, favorable for
the research.

Third, the methodological approach included retrospective data collection, particularly
in respect of the leadership development experiences. Longitudinal research based on
retrospective data in general faces the risk that interpretations may be biased through
rational reconstructions (Weick, 1995). On the other hand, case study approaches have
become a fruitful approach in strategic management and organization research to in-
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quiring about complex and unexplained phenomena and particularly processes in a
holistic way (Eisenhardt, 1989). However, an approach that accompanies cross-
business collaboration activities over a longer period would probably capture the im-
pact of leadership development practices with more accuracy.

Fourth, there are shortcomings with respect to measuring cross-business collaboration
performance. Relying on subjective performance indicators involves a potential risk of
bias, and accordingly, it should be paralleled with an objective performance measure
(Venkatraman et al., 1986). However, another risk of bias exists in our objective per-
formance measure, which relied on cross-business collaborators who had received a
cross-business award. Those decisions might have been related to factors other than
successful cross-business collaboration. Thus, there is still the risk that the sample
does not necessarily represent successful cross-business collaboration activities but
actors that are seen to be successful cross-business collaborators. To be able to rely on
a sample drawn on tracked performance outcomes of cross-business collaboration
would be preferable. However, as a track record was not available, it seemed to be the
most reliable objective indicator for our investigation.

Fifth, even though we based our research on existing social capital constructs, we
measured them only in a uni-directional way. According to network research, how-
ever, a reciprocal measurement would be preferable and would increase the evidence
(e.g. Tsai et al., 1998). However, reciprocity is related to measuring the relationship on
the same level, for instance, inter-individual and inter-unit relationships. As we fo-
cused on individuals and their relationships to another unit, reciprocity was difficult to
capture. Accordingly, research would benefit from applying social network methodol-
ogy in order to capture the reciprocity of social capital.

Sixth, introducing the experience-based perspective on evaluating leadership devel-
opment involved weaknesses. Because of the retrospective data collection, the estab-
lishment of the link between leadership development experiences and certain practices
could only be reconstructed and thus might be imprecise. Further, the relationship be-
tween leadership development experiences and social capital development suffers
from weak quantitative evidence because of the non-linearity of the social capital con-
struct. Thus, we could not clarify whether social capital is an antecedent and/or conse-
quence of leadership development. Did participants in leadership development build
their cross-business social capital as a consequence of participation or did their cross-
business social capital lead them to participate more in cross-business leadership de-
velopment? An in-depth evaluation of leadership development practices over a longer
period with regard to their impact on social capital would be an effective way to over-
come this shortcoming.



Conclusion 219

Seventh, our selection of variables may not be complete. We focused our analysis on
relational factors of middle managers’ social capital in continuous growth synergy re-
alization and the role of leadership development experiences. Consequently, we ne-
glected several other factors on the level of the organization (e.g., cross-business col-
laboration initiatives) or at the individual level (e.g., personal characteristics, age or
education). Further research would be able to overcome this weakness by controlling
for these potentially influencing factors.

Eighth, due to the limited time frame of accessibility to the middle managers under
study, the recommended intertwined process of data collection and analysis phase was
restricted. Thus, these phases were pursued in a rather linear manner, and it was de-
cided from the beginning to select enough cases of middle managers to create a large
enough basis for analysis. However, this might have hampered the identification of
other relevant patterns emerging during the data collection process.

6.2.2 Theoretical Limitations

First, the study revealed that a further consideration of the interrelation between lea-
dership development and other HRM practices, such as selection or rewarding (Van
Velsor, Moxley, Bunker 2004), would be beneficial. However, since we focused on
the intra-activity alignment of leadership development, this was beyond the scope of
this dissertation. Additionally, our research site would not have been an appropriate
site for studying this topic as it was a strategic decision by FinanceCorp not to estab-
lish a dedicated incentive system based on cross-business collaboration activities
(please see 4.2.2). Accordingly, it might be worthwhile for future research to include
the interrelationship between leadership development and activities involving selecting
and rewarding systems.

Second, we captured only the relational, i.e., the quality aspects, of social capital. In-
cluding structural network measures to draw conclusions on the network structure,
density, and structural wholes, etc. would probably have been helpful in validating and
explaining the relational measures further. However, recent studies reveal that particu-
larly the relational aspect of social capital has the potential to explain performance dif-
ferences (Dyer et al., 2006; Tsai, 2002). Accordingly, we consciously narrowed our
study to this aspect of social capital.

Third, after having distinguished between corporate strategies that follow vertical,
horizontal or portfolio optimization, we limited our study to the case of a horizontal
optimizer. Accordingly, we were able to derive insights on continuous growth synergy
realization. However, our results are not generalizable beyond such a setting and might
require further research to apply our theoretical model to other corporate strategies.
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Fourth, we based our investigation on inter-personal ties, focusing on individual mid-
dle managers’ ties to other units. Accordingly, we incorporated a micro-level-oriented
approach to strategy management. In doing so, however, we are unable to generalize
on higher levels of analysis, such as inter-unit ties. The interdependence between inter-
personal and inter-unit ties remains unclear and needs to be captured by further re-
search.

6.3 Directions for Future Research

Whereas the previous sections looked back at the dissertation’s contributions and its
inevitable limitations, the current section is concerned with the future as it discusses
directions for future research. Research building on the study we have presented is
encouraged, particularly with regard to overcoming the methodological and theoretical
limitations previously discussed.

6.3.1 Methodological and Empirical Directions

First, and most importantly, the identified and proposed relationships between cross-
business collaboration, social capital and leadership development would greatly bene-
fit from further empirical evidence. Accordingly, further in-depth single and compara-
tive case studies across industries will be useful in deepening the identified insights
and will add empirical evidence of the relationships between cross-business growth
synergy generation, social capital and leadership development. Can the same associa-
tions be found in MBFs with the same strategy in other industries?

Second, this study would benefit from further elaboration of the social capital con-
struct proposed. Large sample studies across industries might help to validate the iden-
tified quality aspects of social capital and their interrelation. In doing so, it would be
worthwhile to consider as well the structural dimension of social capital, i.e., density,
structural wholes, multiplexitiy, etc., and its interrelation with the quality aspects. Are
specific network structures or activities associated with qualitative aspects of social
capital? Also of particular interest would be a further investigation of the causality re-
lationship with regard to cooperative behavior within a working context. What role do
the quality aspects of social capital in particular play for cooperative behavior within
organizations? Is this a linear or curve-linear relationship, a mediating or moderating
role? Are there differences between the different quality dimensions, i.e., between trust
and shared meaning? How are they interrelated? Which dimension is of greatest im-
portance for collaboration in general?

Third, this study would greatly benefit from applying social network analysis methods.
Testing the social capital measures with regard to their reciprocity would add empiri-
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cal evidence. Such methods would also help to answer the question of which condi-
tions allow both parties to enjoy a high-quality relationship (or which conditions create
a relationship that is only beneficial to one of the parties). Further, it would be of bene-
fit to sharpen the level of analysis in order to learn about the interrelation between in-
ter-personal and inter-unit ties (Zaheer et al., 1998). Under which conditions do inter-
personal ties lead to inter-unit ties? How many ties and of what level of quality are
needed to lead to inter-unit cooperative behavior?

Fourth, large sample studies across industries would be valuable in further elaborating
the relationship between leadership development experiences and social capital. Con-
trolling for other environmental and individual factors, research may evaluate this rela-
tionship further, particularly with respect to its direction. How much variance in social
capital can be explained by leadership development experiences? Do leadership devel-
opment experiences increase cross-business social capital or might an increased en-
gagement in cross-business collaboration lead to a higher participation rate in cross-
business leadership development?

Fifth, a fruitful avenue for further research is the investigation of the relationship be-
tween human and social capital within an organization. Further research on leadership
development could embrace the interrelation, differences and similarities between hu-
man-capital- and social-capital-oriented practices. How do the human- and capital-
oriented mastery levels support each other? Under which conditions are they under-
mined? Can typical human capital leadership development experiences be identified?

Sixth, longitudinal approaches following middle managers for a longer period of time
would probably be beneficial in tracking cross-business collaboration performance, the
development of social capital, and the role of leadership development with more accu-
racy. The interrelation could be analyzed based on objective measures over a time se-
ries and compared more adequately. This would particularly help in relating leadership
development experiences to respective leadership development practices more pre-
cisely. Moreover, data on the interrelationships between various leadership develop-
ment practices could be collected with more reliability.

6.3.2 Theoretical Directions

First, in offering a description of different cross-business collaboration activities, re-
search would benefit from validating these types and characteristics across industries,
particularly regarding their required social capital within a firm. Are their industry-
specific differences in cross-business collaboration? Can the same types be identified
in other industries? Are there other types of continuous cross-business collaboration
activities that lead to cross-business growth synergies? Do they evolve in relation to
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the required social capital involved? Which role do other environmental factors play,
such as a firm’s organizational design or incentive system?

Second, having focused on the specific case of a horizontal optimization (‘One firm”)
strategy, our study would benefit from research that expands our insights into other
kinds of MBF strategic settings, e.g., vertical optimization or portfolio optimization.
Can the same types of cross-business collaboration be identified? Do our findings ap-
ply as well to efficiency synergies? In which way does the required social capital differ
in a setting where businesses operate more autonomously? How can leadership devel-
opment contribute to it in such settings?

Third, with regard to the role of the quality aspects of social capital for cooperative
behavior within organizations, it would certainly be interesting to apply the model as
well to typical inter-unit collaboration within a single business firm. This might ad-
vance the theoretical differentiation between cross-business, inter-unit, and inter-
organizational cooperative behavior. In this respect, it would be particularly intriguing
to explore whether different quality dimensions, i.e., trust or shared meaning, might
play different roles in one or the other setting (Li 2005). Further, having only consid-
ered the positive aspects of social capital, it would be equally important to investigate
its downsides. For example, a shared vision might lead to cognitive and attributional
mistakes in decision making as it might inhibit self-censorship and expressions of
doubt. Thus, a high level of collective identification may lead to inappropriate and af-
ter-the-fact responses to violations of trust in and between groups (Kramer et al.,
1996).

The same question could be applied to trust. With regard to the limited ways to remedy
identification-based trust that has been violated (Sitkin et al., 1993), it is of importance
to study not only the positive aspects of social capital but also how to avoid negative
aspects that might impede collaborative behavior (Labianca et al., 2006). Conse-
quently, future research should further study the optimal level of social capital related
to different task environments, including factors that impede collaboration.

Fourth, research focusing on the interrelation of social capital and the set-up of related
governance and monitoring systems, i.e., tracking and incentive systems, would be of
great benefit for corporate management. As social capital can be seen as compensating
for missing governance systems in order to enable collaborative behavior under risk
and uncertainty situations, it would be interesting to know whether having a tracking
and monitoring system in place is more beneficial to cross-business collaboration per-
formance than social capital. Does the amount of social capital decrease in relation to
existing control and governance mechanisms or do such systems hinder the develop-
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ment of social capital? As informal relationships bridge spatial distance better than
organizational mechanisms (Hansen et al., 2005), it seems that informal relationships
are superior coordination mechanisms, particularly in centralized organizations (Tsai,
2002). This raises questions like: What are the differences between social capital and
other organizational governance mechanisms? Are they substitutable or do existing
organizational governance systems impede the development of social capital?

Fifth, a fruitful avenue of future research is seen in investigating the interrelationships
of leadership development practices and other HRM activities, such as, e.g., incentives
and selection, cross-business collaboration performance. For instance, it would be in-
teresting to know what kind of compensation system would be effective in creating
positive synergistic effects together with leadership development practices that foster a
collaboration culture. This would expand the focus toward how leadership develop-
ment can be strategically aligned with other HRM activities. Under which conditions
do they produce positive synergistic effects to foster a collaboration culture and when
do they undermine each other? How are people rewarded for investigating opportuni-
ties for cross-business collaboration activities? Are successful cross-business collabo-
rators promoted more often, earlier or faster?

Sixth, our study might also encourage future research to focus more closely on people
management aspects in the field of strategic management and embrace the individual-
level of analysis. Particularly, a relational focus involves bridging the gap between
individual and organizational factors in order to learn about the interactions in be-
tween. This dissertation applies an individual bottom-up analysis of how continuous
cross-business collaboration of individuals affects collective actions over time. It
would be of equal interest to conduct a top-down analysis of how dedicated cross-
business collaboration initiatives might affect individual actions and social capital.

According to Ibarra et al. (2005), this perspective is particularly fruitful as it would
encounter the individual-collective dilemma of social capital. The authors thus call for
applying a more dynamic perspective (‘zooming in and out’) on the underlying recip-
rocal and co-evolutionary processes between individuals and the networks in which
they are embedded. This is particularly evident in identity construction. For instance, if
an individual chooses a certain employer, he will affect the identity of the network he
is entering, and at the same time, the collective networks of his new employer will af-
fect his own identity construction. It would be of great interest for research in strategic
management to capture these dynamics in cross-business collaboration settings. Re-
search could then draw conclusions regarding how much management intervention is
necessary to, beneficial for or might even undermine these processes.
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6.4 Outlook

It is evident in today’s economy that the corporate management of an MBF which is
not capable of realizing value creation across its businesses will face increasing pres-
sure from financial investors to abandon one of its businesses (Miiller-Stewens et al.,
2005a). While strategic management research has generally focused on efficiency syn-
ergies, it has discovered only recently the realization of growth synergies as a topic of
interest, particularly in the context of a permanent and continuous collaboration be-
tween businesses. The dissertation at hand illuminates this particular field and provides
insights into managing the continuous collaboration between the businesses. By identi-
fying different types of cross-business collaboration activities and their related charac-
teristics, it contributes in particular to a better understanding of the underlying proc-
esses involved. It reveals the important role of middle managers and their internal so-
cial capital for permanent cross-business collaboration activities that result in growth

synergies.

Whereas the increasing relevance of social capital for cooperative behavior is ac-
knowledged in research, it has not yet been researched within the specific field of
cross-business collaboration. Further elaboration is still required for a fine-grained and
task-environment-related understanding of the different aspects of social capital. Thus,
recommendations for how to manage and develop internal social capital across busi-
nesses in an MBF are still absent. This dissertation offers a detailed understanding of
the quality facets of the social capital involved in cross-business collaboration activi-
ties and a model of its development. In doing so, it provides a concrete picture of how
to manage social capital and its development within MBFs in order to foster a collabo-
rative performance culture across businesses. These insights might also serve as guid-
ing thoughts for inter-unit or inter-organizational collaboration in general.

Further, this dissertation proposes that leadership development practices — if strategi-
cally aligned - serve as a corporate means to foster the necessary cross-business social
capital and value creation. Even though most MBFs invest in extensive leadership de-
velopment programs, the efficacy of these investments is not yet evident. Conse-
quently, corporate human resources management increasingly faces the pressure to
justify its investments by showing how leadership development impacts on corporate
level organizational effectiveness. Thus, how leadership development can be used as a
corporate means to support strategy realization is an intriguing question.

By shifting the focus from human to social capital, this dissertation offers a new ave-
nue for evaluating the impact of leadership development. To date, most human re-
sources management studies have not accounted for the impact of leadership develop-
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ment on social capital. Further, they have generally neglected the effect of the interre-
lationship of various leadership development practices over time. This dissertation of-
fers insights into both. On the one hand, we evaluated which kind of leadership devel-
opment practices supports which kind of social capital most efficiently in order to lead
to cross-business value creation. On the other hand, recommendations are provided on
how to combine leadership development practices to create a positive synergistic ef-
fect among them with respect to social capital development. As this illuminates a rela-
tively new area of leadership development and human resources management in gen-
eral, further investigation would be valuable for a social-capital-oriented perspective.

Incorporating a social capital perspective into leadership development will automati-
cally lead to an embedding of learning in business processes and thus enable an ex-
perience-based development approach. However, organizing and evaluating this kind
of embedded and experience-based leadership development process requires in-depth
know-how about the business challenges of the targeted managers. Further, it is much
more complex to have HR organize such a program compared with simply offering
skill-oriented training programs. It calls for managing the shared responsibility of
leadership development across senior management, HR, employees and line managers
in an effective way. Consequently, corporate management might think about whether
leadership development professionals are, with respect to the organization, more eftec-
tively embedded in the business than in the human resources function.

Moreover, this dissertation’s insights might be evaluated as well in a more general way
in the light of today’s economic and societal challenges. In today's economy, corporate
advantage is increasingly rooted in the human, social and intellectual capital of a firm.
Accordingly, leadership and its development are increasingly acknowledged to be
critical ingredients of firm performance (Daily et al., 2002). However, as noted earlier,
there still seems to be little evidence that the large investments in management and
leadership development result in more leadership and organizational effectiveness.

Since the beginning of this dissertation project, our world economy, and particularly
the financial services industry, has been undergoing global turbulence and is moving
in the direction of an extensive recession. This situation reminds us in an all too pain-
ful way of the need for good relationships, i.e., trustful relationships, for any kind of
economic exchange. In particular, it has sensitized us to what happens if trust is lack-
ing or if it turns into distrust. The title of an article by Sitkin et al. (1996) has become,
in an almost tragic sense, a description of reality for most parts of our economic sys-
tem: “The road to Hell — the dynamics of distrust”.
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In a similar vein, Labianca et al. (2006) advise a shift in perspectives to the negative
impact of a lack of good relationships. We recognize especially today that good rela-
tionships do not only serve to increase individual or organizational effectiveness. It
seems that they also play a central role in sustaining cooperative behavior at all levels
and thus entail the necessary function to avoid the negative effects resulting from dis-
trust.

Given the current situation, it seems to be more evident than ever that building and
managing social capital with all kinds of stakeholders — internal and external to an or-
ganization - is a particularly important management and leadership capacity that has
become one of the most important sources of sustainable competitive advantage. In the
face of this historical crisis, managers are blamed for not being able to manage the so-
cial capital within their stakeholder relationships. Consequently, management and
leadership capabilities and the role of management education and leadership develop-
ment are under critical review as well. Leadership development - usually termed talent
development - has managed to make its way on to the strategic agenda of the top man-
agement within companies. However, it continues to follow the predominant human-
capital-oriented approach to leadership development which focuses on individual skills
and competences and leads to competent and skilled individuals but apparently not to
social capital and collaborative leadership. As Peter Senge’s question reveals: “How
can a team of committed board members with individual 1Qs above 120 have a collec-
tive 1Q of 60?” (Hilb, 2009). A shift from the traditional focus on falented individuals
and their human capital toward falentship (Barab & Plucker, 2002; Boudreau & Ram-
stad, 2005) embracing social-capital-oriented leadership development practices seems
to be more than necessary given the current status of our economy. This refers to what
is described as moving from ‘me’ (individual) to ‘all of us’ (collective) leadership de-
velopment (O'Connor & Day, 2007). In the light of the current economic and societal
challenges, this dissertation reveals, in a general way, the value of internal social capi-
tal as a source for a sustainable and socially responsible management in today’s econ-
omy.
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Appendix 1: Interview Guide Internal Experts (FinanceCorp/SubFinanceCorp)

Topics Subtopics

Exemplary Questions

Organiza- Strategy
tional Con-
text

Could you briefly describe the strategic objectives and
strategic concept of FinanceCorp/SubFinanceCorp (ratio-
nale, source of corporate advantage, differentiation from
competitors, long-term vs. short-term)?

Could you briefly describe your firm’s corporate strategy
and the key strategic challenges that Finance-
Corp/SubFinanceCorp faces?

Could you briefly describe the competitive strategies of
each of your businesses and the key challenges that each
business faces?

Which firms would you identify as your major competi-
tors?

How would you compare yourself to those competitors?
What are major differences? What are your strengths and
weaknesses?

Cross- Motiva-
business val- |tion
ue creation

What are your company’s strategies for achieving cross-
business synergies (e.g., joint market penetration, joint of-
fering development, joint market development, joint diver-
sification)?

What motivates cross-business collaboration at your com-
pany (e.g., increasing efficiency, increasing growth, capi-
tal market pressures, integrated corporate business model,
customer requirements, use of knowledge and other impor-
tant resources)?

How important will cross-business collaboration be for
your company within the next five years?

What kind of factors influence cross-business collabora-
tion in your company (e.g., autonomy of business units, in-
centives, transparent tracking, trust, culture)?

E. B. Galli, Building Social Capital in a Multibusiness Firm,
DOI 10.1007/ 978-3-8349-6171-6,
© Gabler Verlag | Springer Fachmedien Wiesbaden GmbH 2011
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Cross-
business val-
ue creation

Motiva-
tion

Which organizational units have the highest potential for
cross-business value creation today and/or in the future?

How much of this potential is already realized today (in
percentage, less than 25%, 25-50%, 51-75%, 76-100%)?

Activities

Overall, in which area and how are you collaborating
across your businesses to realize cross-business synergies
(growth and efficiency synergies, at what frequency level)?

Specifically, how do you achieve profitable cross-business
growth (What are concrete activities / examples ?
sources? How do they contribute to corporate advantage)?

Generally, who generally initiates cross-business collabo-
ration (corporate center, senior management, out of busi-
nesses itself, certain key player, clients)?

Do you follow a standardized approach to sensing / eva-
luating potential of cross-business value creation (e.g.,
searching for new possibilities with respect to new prod-
ucts/services, clients, etc.)?

What kind of specific cross-business collaboration initia-
tives did you pursue between 2002 — 2006 (e.g., specific
value chain activity approaches, processes or markets in
marketing, R&D, production, sales, client relationship
management, prospect management, etc.)?

How are cross-business collaboration activities tracked in
terms of accountabilities and success (e.g., measurement,
controlling)?

Success

Quantitative Success:

Did the cross-business collaboration at SubFinanceCorp
between 2002— 2006 result in quantifiable results, such as
cost-reductions, increase in turnover or revenues? To what
degree?

How much of the market value of your firm (share price)
is related to cross-business value creation? (less than 5%,
5-10%, 11-20%, 21-30%, more then 30%)?
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Success

Qualitative Success:

Overall, how would you evaluate the success of cross-
business collaboration  realized in  Finance-
Corp/SubFinanceCorp between 2002 and 2006 (e.g., posi-
tive/negative contribution considering implementation
costs)?

How would you describe the quality of collaboration activ-
ities between the businesses (e.g., what is the motivation of|
employees to engage in cross-business collaboration)?

What are the most important factors for the success of
cross-business collaboration (e.g., which structures, which
incentives which coordination mechanism, which culture,
which mindset, which competences and quality of relation-
ships etc.)?

What are the factors that most likely hinder successful
cross-business collaboration?

Facilitation
of cross-
business col-
laboration

Organiza-
tional De-
sign

Could you explain how the coordination of cross-business
collaboration is achieved at Finance-
Corp/SubFinanceCorp?

What mechanisms have been put in place to coordinate,
enhance, stimulate or facilitate the cross-business unit ac-
tivities among the businesses (e.g., permanent teams, task
forces, integration managers; off-sites)?

How is the coordination of cross-business collaboration
funded?

How would you rate the performance of stimulation efforts
at FinanceCorp/SubFinanceCorp (0= not successful 10 =
highly successful)?

Corporate
Center

What is the role of corporate center with regard to cross-
business coordination at FinanceCorp/SubFinanceCorp?
Specifically, how does the corporate center add value in
cross-business coordination?

How do you evaluate the contribution of the corporate cen-
ter in the context of cross-business coordination at SubFi-
nanceCorp (low, moderate, high, helpful - disturbing)?




230

Appendices

Corporate
Center

What constitutes successful corporate center involvement
in the context of cross-business coordination (What is sup-
portive / what hinders it)?

Incentives

To what extent is the variable part of management com-
pensation related to the performance of the corporation or
other businesses? (0%, 1-10%, 11-25%, 26-50%, 26-50%
more than 50%)?

How is cross-business collaboration motivated and recog-
nized? (e.g., shared goals, KPI, cross-business objective-
evaluation, cross-functional award)?

Which are the criteria applied to evaluate successful cross-
business collaboration, particularly with respect to the
cross-functional award?

Culture

How would you describe the culture of Finance-
Corp/SubFinanceCorp? (e.g., competitive, collaborative,
hostile, bureaucratic, high-performance, meritocratic,
etc.)

Do you feel that you have a strong corporate culture (in
comparison to each business-specific culture)? (What con-
stitutes a strong/weak culture? Do you identify with Sub-
FinanceCorp as a whole? etc.)

Could you briefly name the two most important values of
FinanceCorp/SubFinanceCorp?

How strictly have the corporate values been enforced until
today at FinanceCorp/SubFinanceCorp? With what kind of
measures?

In which way does communication enhance and stimulate
a cross-business collaboration culture?

Which kind of intra-firm networks would you describe as
crucial for realizing profitable cross-business collabora-
tion?
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Leader-
ship De-
velop-
ment

What is the leadership development strategy of Finance-
Corp/SubFinanceCorp? (What is the overall goal? Who
gets nominated? Which skills are targeted? Which kind of’
measures are in place?)

What kind of leadership development do you have in place
to support particularly cross-business collaboration (e.g.,
360-degree feedback, mentoring, coaching, job assign-
ment, training, action learning, off-sites)?

In general, what kind of leadership development practices
has the highest potential (high, medium, low) to stimulate
cross-business value creation: 360-degree feedback, men-
toring, coaching, job assignment, trainings, action learn-
ing, networks/off-sites? Why?

How did leadership development contribute from 2005 —
2007 to cross-business value creation at Finance-
Corp/SubFinanceCorp?

What constitutes successful leadership development at Fi-
nanceCorp/SubFinanceCorp to facilitate cross-business
value creation?

What would you continue to do in terms of leadership de-
velopment? What would you suggest doing differently?
What do you wish others had done differently?

What are your expectations for the future regarding the
role of leadership development for cross-business collabo-
ration? Why?

Closing

Personal
Conclu-
sions

Could you provide an operative example of your involve-
ment in cross-business collaboration or coordination?

What would you do differently to facilitate cross-business
value creation? What do you wish others had done diffe-
rently?

What are your expectations for the future regarding cross-
business collaboration? Why?

Are there important issues I did not cover during the inter-
view?

Are there documentation materials I should consider on
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this topic?

Are there events at FinanceCorp/SubFinanceCorp I should
participate in to gin more insights into this issue?

Are there other people I should interview?

Appendix 2: Interview Guide Cross-business Collaborators (Middle Managers)

Topics

Subtopics

Questions

Introduction

1.

How relevant is cross-business collaboration for the future suc-
cess of SubFinanceCorp (on a scale from 1 —7)?

Cross-
business col-
laboration

Expe-
riences

. What has been your most interesting experience in cross-

. What has been your most disappointing experience with

business collaboration? (reasons, concrete activities, who
did initiate it, what have been the results - quantitative and
qualitative, what have been success drivers, obstacles)

regards to cross-business collaboration? (concrete exam-
ples, reasons)

Social Capi-
tal

Contact

. When was the first time you engaged in personal contacts

. How did you develop these contacts? What did help you?

to people of other business groups? (how much contacts,
since when)

(what kind of activities did you undertake, what would you
recommend a new joiner to do)

Quality of
Relation-
ship

. How would you characterize the quality of relationships in

. What have been useful activities to develop and maintain

. What formal processes, events, networks are put in place

. What formal or informal processes, events, networks did

collaboration situations that worked out well? (What is a
necessary condition? knowing names? knowing faces?etc.)

the necessary quality of your relationships? (What did you
do to create reliability, predictability, credibility?)

to coordinate, enhance, stimulate or facilitate the cross-
business collaboration among the businesses (e.g. perma-
nent teams, task forces, integration managers, off-sites)?

help you most (would help you most) to develop cross-
business relationships? (e.g., social events, integration
managers, superior, seminars, etc.)
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Human Cap-
ital

Compe-
tences

10. Which of your competencies (skills) have been most use-
ful in cross-business collaboration situations? (How did
you build these competencies? What did you help?)

11.In general, how would you characterize a successful cross-
business collaborator? (skills, know-how, mindset etc.)

Leadership
Development

Expe-
riences

12. What was your most important Leadership Development
Experience (Why? Why did you attend this experience?
What were you looking for? What has been the most valu-
able outcome? How have you benefited from this expe-
rience)

13.In which way, if any, have you been dissatisfied with a
leadership development experience? (What would have
been more helpful?)

14. What kind of on-the-job development experiences do you
remember — with a dedicated cross-business focus? (cer-
tain tasks, projects, situations, challenges, etc.)

Potential
to enhance
Cross-
business
collabora-
tion

15.1n general — based on your experience (or hypothetical-
ly) - what kind of leadership development practices has the
highest potential (high, medium, low) to stimulate cross-
business relationships / competences: 360-degree feed-
back, mentoring, coaching, job assignment, trainings, ac-
tion learning, off-sites? Why?

Conclusion

16.In general, is there anything you are wondering that this is
not (systematically) done that you would see as effective
stimulation of cross-business collaboration?
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Appendix 3: Survey Questionnaire Cross-business Collaborators (Middle Man-
agers)

Dear respondent,

Thank you for supporting my dissertation project. In preparation for our scheduled
interview, I would be very grateful if you could fill in this questionnaire. Please
hand it back to me at our interview session.

The focus of my dissertation is to explore

e how cross-business collaboration is realized today (Questionnaire Part A) in
order to derive ideas on

e how it can be best supported by leadership development
(Questionnaire Part B).

I am very grateful that the Board of Directors has agreed to allow me to explore these
questions, using the example of SubFinanceCorp.

Therefore, I would like to learn from the Directors and Executive Directors of all three
Business Groups — from those who have had extensive experience in cross-business
collaboration as well as from people who have had little experience or none at all.
First, I am particularly interested in opportunities for, examples of, as well as maybe
disappointments in cross-business collaboration, including success drivers, quality of
working relationships, and barriers, etc. Secondly, based on your personal experiences
in leadership development, I would like to discuss your ideas on how leadership de-
velopment can support cross-business collaboration.

All information gathered will be used for the purpose of this dissertation only. Your
responses to this questionnaire and our subsequent interview will be completely confi-
dential. No individual responses will be revealed to any third parties and all results
will be presented in an aggregated format only.

Thank you very much in advance for your valuable contribution!
I look forward to our interview,
Sincerely,

Eva Bilhuber
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The ‘One-firm’ approach of FinanceCorp implies that by working together with units of other business groups
growth and synergy potentials can be turned into additional value creation. This requires collaboration between
Investment Bank, Wealth Management and Global Asset Management. The questions within this part are about
your experience with cross-business collaboration at SubFinanceCorp.

1. Assigning your unit*)
Where do you work?

BG Business 3: BG Business 2: BG Business 1:
[] Unit a) [] Unit ¢) [J Unit g)
[] Unit b) [] Unit d) [] Unit h)

[ Unite) [J Unit i)

] Unit f) [J Unit j)

2. Experiences

Have you already engaged in cross-business collaboration at SubFinanceCorp?

Had not yet the opportunity

g
0

very few
O O O
1 2 3

regularly very much

O O
4 5 6 7

*) Unit names are disguised in this questionnaire to de-personalize the context in order to maintain confidentiality




236

Appendices

3. Value creation potential between businesses
Please evaluate the value creation potential between your unit and units of the ozh-
er business groups by checking the appropriate boxes. In column 1, T am asking
you to rate the potential or possible value of collaboration between your unit and
the units indicated in the rows. In column 2, I am asking you to estimate the per-
centage or proportion of that potential actually realized so far within the company.
Leave the rows for your own business unit blank.
Column 1 - Potential Column 2 - Realized Potential
The level of collaboration potential | The percentage of potential colla-
between my unit and the.... unit is | boration actually realized between
today and in the future... my unit and the .... unit is today
equal to...
25- 51- 76-
no low medium high | <25% 50% 75%  100%
« | Unita) O O O oo o O O
E Unit b) O O O oo o O O
Unit c) O O O oo o O O
Unit d) o 0O ] oo o o o
S | Unite) O O O oo o O O
Q
&
2 | unit O O O O O O O O
Unit g) O O O O O O O O
Unit h) O O O oo o O O
% | Unitd) o 0O ] oo o o o
@
=
2 | Unit) o 0O ] oo o o o
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4. Contact between businesses
Today, how frequently do you interact with colleagues in these organizational
units? Again, leave the rows for your own business unit blank.
Contact frequency
Today, I interact with people of the unit....ona ..... base
half-  quarter m(l))lil;hl
never  yearly yearly  ly y  montly weekly daily
0 1 2 3 4 5 6 7
w | Unita) O O O O O O O O
£ iy OO O O O O O O
Unit ¢) O (| O O O (| O O
Unit d) O O O O O O O O
% Unit e) O (| O O O (| O O
E oo 0D O OO O O O O
Unit g) O O O O O O O O
Unit h) O O O O O O O O
% Unit i) O (| O O O (| O O
E Unit j) O O O O O O O O
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5. Quality of collaboration

How would you evaluate the quality of collaboration? Respond by indicating the
extent of your agreement with the statements at the top of each column. Please
complete this section only for the units you identified in question 4 (with whom

you maintain contact):

Credibility

Of people from unit....
I believe I can rely on
without fear as they
have always looked
out for my interests.

Reliability

In general, people
from the unit..... are
trustworthy as they
always kept the prom-
ises they made to me.

Predictability

I know how people
from unit ..... are
going to act. They
always act as I expect
them to

1 = strongly disagree;
4 = neither agree / nor
disagree
7 = strongly agree

1 = strongly disagree;
4 = neither agree / nor
disagree
7 = strongly agree

1 = strongly disagree;
4 = neither agree / nor
disagree
7 = strongly sagree

BBusiness 3

Unit a)

Unit b)

Business 2

Unit ¢)

Unit d)

Unit e)

Unit f)

Business 1

Unit g)

Unit h)

Unit i)

Unit j)




Appendices

239

6. Cross-business collaboration activities

Please indicate the extent of experience in the first column; your satisfaction with
the collaborative experience in the second column, and the degree of achievement
of goals from the experience in the third column. If you have not experienced a
particular activity, indicate that with “0” in the first column and leave the other
columns blank. Please use the last two rows to describe any activity not listed.

Experience

Have you participated
in this activity yet?

Satisfaction

How did this cross-
business collaboration
experience meet your
expectations  (qualita-
tively)?

Achievements

To what degree did
you achieve your tar-
gets?

0 = not yet;
1 = very little;
3 =to a fair extent
5 = very much

1 = not met at all
3 = met
5 = exceeded substantially

1 =not at all
3 =met
5 = exceeded substantially

Products and client services of /for
other BGs

Informal knowledge sharing about
prospects / client contacts with other
BGs

Regular cross-business acquisition
and coordination meetings with
other BGs

Inviting colleagues form other BGs
to client meetings

Joint sales pitches with other BGs

Transmitting referrals of clients,
deals, mandates or prospects to other
BGs

Regular calls on product & perfor-
mance development with other BGs

Job-stages (rotation) in other BGs

Cross-business Off-sites

Other:

Other:
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7. Success and failure factors

In general, what were the main factors governing the success or failure of your col-
laboration experience? Please rank in order of importance:

Success factor 1:

Failure factor 1:

Success factor 2:

Failure factor 2:

Success factor 3:

Failure factor 3:

Success factor 4:

Failure factor 4:

8. Conditions and competences
Which are the most important conditions and competencies for successful cross-
business collaboration? Please consider a ranking order:

Condition 1: Competence 1:

Condition 2: Competence 2:

Condition 3: Competence 3:

Condition 4: Competence 4:

9. Shared Vision and goals
How do you evaluate the degree of shared vision and common goals across busi-
ness groups?

1 = strongly disagree;
4 = neither disagree /
nor agree
7 = strongly agree

Our unit is in tune with the overall goals and vision and values of the whole compa-
ny.

People in our unit are enthusiastic about pursuing the common cross-business colla-
boration goals and vision of the whole organization

10. Results
My engagement in cross-business collaboration activities led to measurable results
per year, namely to an approximate...

i in Net New M (NNM) b noneyet | >0-<5% | 5-<10% | 10-<20% | 20 -<30%
... increase in Net New Money y:

i in Ret Assets(RoA) b noneyet | >0-<5% | 5-<10% | 10-<20% | 20-<30%
... Increase 1 Keturn o Ssets(Ro y:

in in client satisfaction b none yet >0-<5% 5-<10% | 10-<20% | 20-<30%
... Increase 1n client satisraction dy:
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To enable the development of leadership capabilities of its employees, FinanceCorp supports different tools
and methods (= leadership development practices). The questions in this part are concerned about whether
and how you experienced these practices. First, we ask about leadership development experiences in gener-
al; then, we ask about leadership development where cross-business collaboration was a key element.

11.Leadership Development Experiences
Which kind of leadership development practice have you already participated in?

Participation

Have you
experienced
this practice?

Timing

When? (if several times
please indicate each time)

Result

In which way did you bene-
fit? (insights, change of be-
havior, change of attitude
etc.)

yes no

Today
-1 >13 >35 >5
year  years years years
ago ago ago ago

Please comment:

360-degree Feedback
Multi-sourced ~ feedback  on
performance, organized and
presented to an individual

Coaching

Practical, goal-focused form of
one-on-one learning

Mentoring
Advising/developmental  rela-
tionship usually with a more
senior manager or peer

Job Assignment

Providing "stretch" or short-
term assignments in terms of
another role, function or geog-
raphy

Internal Leadership
Trainings

Off-the-job classroom design,
gathering participants to ad-
dress strategic, relational, team
and change topics based on
diverse methods

Action Learning

Project-based learning directed
at important business problems

o d
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Internal Networks /

Off-sites

Connecting to others in differ-
ent functions and areas in order
to discuss a business topic

Other:

oo o o o 0O

oo |o o o o

12. Cross-business Leadership Development Experiences
Which kind of cross-business leadership development practice have you expe-

rienced?

Participation

Have you participated in these
practices with a dedicated cross-
business focus (e.g., evaluator or
mentor from another BG, mix of
participants  from other BGs,
cross-business  collaboration as
topic)?

Result

If so, what has been the major impact for
you with regard to cross-business col-
laboration?

yes no

Please comment:

360-degree Feedback
Multi-sourced feedback of
performance, organized and
presented to an individual

Coaching
Practical, goal-focused form of
one-on-one learning

Mentoring
Advising/developmental rela-
tionship usually with a more
senior manager or peer

Job Assignment

Providing "stretch" or short-
term assignments in terms of
another role, function or geog-
raphy

Internal Leadership Train-
ings

Off-the-job classroom design,
gathering participants to ad-
dress strategic, relational, team
and change topics based on
divers methods
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Action Learning
Project-based learning directed
at important business problems

Internal Networks /

Off-sites

Connecting to others in differ-
ent functions and areas in order
to exchange on a business topic

Other:

oo

13. Additional cross-business on-the-job Experiences
Which additional cross-business on-the-job experience do you remember?

On-the-job Experience

What kind of cross-business on-the-job development
experience do you remember (e.g., specific projects,
tasks, situations, challenges, etc.)?

Result

What has been the major impact for your cross-
business collaboration activities? (contacts,
competences, mutual understanding, change in attitude,
etc.)
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Concluding, I would be grateful if you would provide some details with regard to your general professional
background.

Your current role/function:

</=1 year > 1-3 years >3-5 years >5 years
For how long? O O O O
</=1 year >1-3 years >3-5 years >5 years

Tenure at FinanceCorp: O O O O

AD D ED MD
Your current rank: O O O O
</=1 year >1-3 years >3-5 years >5 years

For how long? [} O O O

no yes, 1-3 people yes, >3 people  yes, more than one
team
Do you lead people? O O O O
</=1 year >1-3 years >3-5 years >5 years
For how long? O O O O

Thank you for your time!
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Appendix 4: List of Sources (Interviews, Documents, Observations)

List of Internal Expert Interviews

Index Interview Partner Date No.
FinanceCorp

FCO1 Leadership Development Specialist June 2008 1
FC02 Leadership Development Specialist June 2008 2
FCO03 Group Human Resources June 2008 3
FCo04 Leadership Development Specialist June 2008 4
SubFinanceCorp

SFCO01 Business Management May 2008 5
SFC02 Human Resources & Education May 2008 6
SFCO03 Leadership Development Specialist May 2008 7
SFCO04:1/ | Controlling & Accounting Nov 2007/ May 2008 | 8/9
SFC04:2

SFCO05 Communications May 2008 10
SFC06 Senior Management May 2008 11
SFCO07 Business Management May 2008 12
SFCO08 Business Management June 2008 13
SFCO09 Business Management June 2008 14
SFC10 Senior Management July 2008 15
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List of Middle Manager Interviews

Index Business Rank Date No.
Group of low-level engagement (n=11)

LL-CBCO01 Business 1 Executive Director | May 2008 1
LL-CBC02 Business 2 Director May 2008 2
LL-CBC04 Business 1 Executive Director | May 2008 3
LL-CBC10 Business 1 Director June 2008 4
LL-CBCl11 Business 2 Executive Director | June 2008 5
LL-CBC13 Business 2 Executive Director | June 2008 6
LL-CBC14 Business 3 Director June 2008 7
LL-CBCI15 Business 2 Director June 2008 8
LL-CBCl16 Business 2 Executive Director | June 2008 9
LL-CBC20 Business 1 Executive Director | June 2008 10
LL-CBC21 Business 1 Executive Director | June 2008 11
Group of moderate-level engagement (n=9)

ML-CBCO08 Business 1 Executive Director | June 2008 12
ML-CBC09 Business 1 Director June 2008 13
ML-CBC12 Business 1 Executive Director | June 2008 14
ML-CBC24 Business 2 Director June 2008 15
ML-CBC25 Business 2 Executive Director June 2008 16
ML-CBC26 Business 1 Executive Director | July 2008 17
ML-CBC27 Business 1 Executive Director | July 2008 18
ML-CBC30 Business 2 Executive Director | July 2008 19
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Group of high-level engagement (n=10)

HL-CBC03 Business 1 Executive Director | May 2008 20
HL-CBCO05 Business 1 Director June 2008 21
HL-CBC06 Business 1 Director June 2008 22
HL-CBC07 Business 1 Executive Director | June 2008 23
HL-CBC17 Business 3 Director June 2008 24
HL-CBC18 Business 2 Director June 2008 25
HL-CBC19 Business 2 Executive Director | June 2008 26
HL-CBC22 Business 3 Director June 2008 27
HL-CBC23 Business 2 Executive Director | June 2008 28
HL-CBC28 Business 1 Director July 2008 29
HL-CBC29 Business 1 Executive Director | July 2008 30
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List of Documents

No. Date Title (disguised)

FinanceCorp

d-FCO01 2007 Handbook FinanceCorp 2006/2007

d-FC02 2002-2006 | Financial Reports 2002-2007

d-FCO03 2006 FinanceCorp: The way to the top in Global Banking
(1998-2005) (Case Study University of St. Gallen; Au-
thors: Miiller-Stewens, Giinter & Shivacheva, Rositsa)

d-FC04 2006 FinanceCorp: Towards the integrated Firm (Case Study
Harvard Business School, Authors: Lal, Rajiv, Nohria,
Nitin and Knoop, Carin-Isabel)

d-FCO05 2008 Description of newly launched leadership development
program X-BLE (presentation)

d-FC06 2006 Vision & Values (brochure)

d-.FCo07 2008 Description of all corporate leadership development
programs (document)

d-FC08 2004 Description of global action learning program
(presentation)

d-FC09 2008 Intranet page FinanceCorp

SubFinanceCorp

d-SFC01 June 2006 | Corporate Profile documentation

d-SFC02 March 2006 | SubfinanceCorp — against the odds to ‘One firm’ (Case
study for internal use in management development; Au-
thors: Sweeney, Mike, Beeler, Martin and Weidmann,
Georg)

d-SFC03 August 2007 | SubFinanceCorp — IB/WM cooperation — status and
areas for improvement (presentation)

d-SFC04 May 2008 | Integrated Business Model — cross-business group colla-
boration (presentation)

d-SFCO05 2004 - 2007 | Cross-functional Award Communications (documents)
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d-SFC06 2005/ 2007 | SubFinanceCorp’s action learning program (brochure)

d-SFC07 2008 Cross-functional Award requirements, criteria and
process (document)

d-SFC08 May 2008 | Country Fact Sheet - SubFinanceCorp (presentation)

d-SFC09 May 2008 | Cross-business cooperation: Goals, objectives and KPIs
(presentation)

d-SFC10 August 2006 | Experience report on action learning program by
participants (document)

d-SFC11 2004 Management & Leadership Initiative “We, SubFinance-
Corp” (presentation)

List of Observations

No.

Date

Title (disguised)

Finance Corp —

0-FCO01  |June 2008 Presentation on the future of FinanceCorp
0-FC02 |August 2007/ Visit to a cross-business Leadership Development
July 2008 Program, engaging in conversations with program

managers and participants (ECLE)

0-FC03 |May 2008 / April 2008 | Djscussions with Global Diversity Team and Head
of Corporate Talent Management

o-FC04 |May 2007 Visit to public Cross-business Women's Leader-
ship Conference

0-FC05 |November 2007 Discussions with program managers on newly

launched leadership development program for se-
nior-level sales people (X-BLE)
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SubFinanceCorp

o-SFC01 [2007 Presentation on future of SubFinanceCorp (Town-
hall meeting)

0-SFC02 {2007 Visit to Women’s Leadership Conference enaging
in informal discussions with participants

0-SFC03 |March 2008 Discussions with program managers on cross-
business action learning program

0-SFC04 |February 2008 Discussion with CEO SubFinanceCorp

0-SFCO5 | August 2007 Visit to a cross-business Trainee Program Event
on SubFinanceCorp

0-SFC06 |May 2008 Discussion with ex-head of Sales Management and
team members on cross-business collaboration
challenges
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Appendix 5: Middle Managers’ Cross-business Collaboration Experiences

Cross-business collaboration experiences in:

Joint product /
Groups of Cross-selling ac- | Client referral e
. ... ... market develop-
Middle Managers tivities activities o
ment activities
low-level cross-business LL‘ngg; LL‘nggi
. LL-CB LL-CB
collaboration engagement LL-CBC04 LL-CBC13
LL-CBCI10 LL-CBCI5
LL-CBCI11 LL-CBCI16
LL-CBCl14
LL-CBC15
LL-CBC20
LL-CBC21
moderate-level cross- ML-CBC08 ML-CBC08 ML-CBC09
. . ML-CBC09 ML-CBC12 ML-CBCI12
11 t
business collaboration 1y /" "o ML-CBC24 ML-CBC25
engagement ML-CBC26 ML-CBC26 ML-CBC29
ML-CBC27 ML-CBC27
ML-CBC30 ML-CBC29
high-level cross-business |HL-CBC06 HL‘EBC(B HL‘EB€83
. HL-CBCO03 HL-CBCO05 HL-CBCO05
collaboration engagement HL-CBCOT HL-CBC06 HL-CBCO7
HL-CBC17 HL-CBCO07 HL-CBC17
HL-CBC18 HL-CBC17 HL-CBC18
HL-CBC19 HL-CBC19 HL-CBC19
HL-CBC23 HL-CBC23 HL-CBC22
HL-CBC28 HL-CBC23

HL-CBC28
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Appendix 6: Quantitative Analyses

Sample Characteristics n %
Business

Wealth Management 14 46.7

Investment Banking 11 36.7

Asset Management 5 16.7
Management Level

Director 11 36.7

Executive Director 19 63.3
Tenure

>1-3 Years 1 33

>3 -5 Years 9 30

> 5 Years 19 63.3
Management Level for

<1 Year 8 26.7

>1-3 Years 14 46.7

>3 -5 Years 7 23.3
Function for

<1 Year 6 20

>1-3 Years 4 133

>3 -5 Years 5 16.7

> 5 Years 13 43.3
Leader responsibility

No 10 333

1-3 People 7 233

> 3 People 11 36.7

More than 1 Team 1 3.3
Mentioned Experiences in

Cross-selling 16 53.3

Client Referral 9 30

Joint Product / Market Developme 5 16.7
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Subjective and Objective Performance

Objective Performance

non-rewarded rewarded

Subjective Performance Variable Count Count Total
irlcrease in financial performance 6 (42.9%) 0(0.0%) 6 (27.3%)
none yet
>0-<5% 5(37.5%) 1 (12.5%) 6(27.3%)
5-<10% 1 (7.1%) 4 (50.0%) 5(22.7%)
11 -<20% 1 (7.1%) 2 (25.0%) 3 (13.6%)
21 -<30% 1 (7.1%) 1 (12.50%) 2 (9.1%)
Total*** 14 (100%) 8 (100%) 22 (100%)

Cramer's V = .67

*) received cross-business award

**) estimated increase of net new money and return on assets

**¥) total n=22 indicating financial performance increase

Performance and Experience

Experience*
low-level high-level
(n=16) (n=14)
Subjective Performance Variable Count Count Total
Increase in financial
performance ** none yet 5(45.5%) 1(9.1%) 6 (27.3%)
>0-<5% 4 (36.4%) 2 (18.2%) 6 (27.3%)
5-<10% 1(9.1%) 4 (36.4%) 5(22.7%)
11-<20% 0 (0.0%) 3 (27.3%) 3 (13.6%)
21 -<30% 1(9.1%) 1(9.1%) 2 (9.1%)
Total*** 11 (100%) 11 (100%) 22 (100%)

Cramer's V = .61

*) 7-point scale; 1=very few - 7= very much; categorized along median
**) estimated increase of net new money and return on assets
**%¥) total n=22 indicating financial performance increase



254

Appendices

Experience and Relevance

Variables

Experience in Cross-
business
collaboration*

Relevance of Cross-business
collaboration

low-level
engagement (n=11)

moderate-level
engagement (n=9)

high-level
engagement (n=10)

Mean  s.d. n Mean s.d.
2.27 090 11 444  0.53
48 1.89 8 6.89  0.33

n

Mean  s.d. n

6.9 0.32 10

6.60  0.70 10

*) 7-point-scale (1=very few/ 7=very much)
**) asked at the beginning of the interviews 7-point-scale (1=very few / 7=very much)
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Indications of Social Capital*
low-level moderate-level high-level
engagement (n=11) engagement (n=9) engagement (n=10)

Mean s.d. wvalidn Mean s.d. validn Mean s.d. validn

Trust ** 504 097 7 459 0.59 9 487 1.12 10
Shared vision*** 531  1.07 8 4.83 148 9 54 133 10
Sum Mean validn Sum Mean valid n Sum Mean validn
Number of different tie 29 3.22 9 49 544 9 54 5.4 10
low-level level high-level
engagement engagement engagement
(n=11) (n=9) (n=10)
Contact Frequency Count Count Count Total
yearly 1 (10.0%) 1 (11.1%) 0 (0.0%) 2 (6.9%)
half-yearly 6 (60.0%) 2 (22.2%) 0 (0.0%) 8 (27.6%)
quarterly 3 (30.0%) 0(0.0%) 3 (30.0%) 6 (20.7%)
every two months 0 (0.0%) 3(33.3%) 6 (60.0%) 9 (31.0%)
monthly 0(0.0%) 3(33.3%) 0(0.0%) 3 (10.3%)
weekly 0 (0.0%) 0 (0.0%) 1 (10.0%) 1 (3.4%)
Total 10 (100%) 9 (100%) 10 (100%) 29 (100%)

*) considers relationships to all organizational units of the other business (one-way)
**¥) 7-point scale; 1=strongly disagree - 7 strongly agree
**%) 7-point scale; 1=strongly disagree - 7=strongly agree
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Leadership Development Participation

low-level engagement

moderate-level

high-level

(n=11) engagement (n=9) engagement (n=10)

mean / mean / mean /

Count person Count  person Count person
with cross-business focus 16 1.5 16 1.8 26 2.6
without cross-business focus 26 2.4 18 2.0 15 1.5
Total 42 3.8 34 3.8 41 4.1

Participation in Leadership Development with cross-business focus
low-level moderate-level high-level

engagement (n=11)

engagement (n=9)

engagement (n=10)

mean / mean / mean /
Individual Practices Count person Count  person Count  person
Participation 360 Feedback 2 4 7
Participation Coaching 1 0 2
Participation Mentoring 5 4 5
Participation Job Assignment 1 0 3
Total 9 0.8 8 0.9 17 1.7
Collective Practices
Participation internal
leadership training 3 5 5
Participation Action Learning 1 0 2
Participation internal
Networks / Offsites 3 3 2
Total 7 0.6 8 0.9 9 0.9
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